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Foreword 
The first post-World War II wave of environmental regulations in industrialised nations largely 
neglected the consumer, focusing instead on prescribing pollution clean-up by industries. Now 
supplementing these regulations are efforts to steer consumers towards products with the lowest 
environmental impacts. Ecolabels, referring to symbols intended to designate that a product is 
‘environmentally best’ in a given category, have become an increasingly popular tool in this ‘steering’ 
exercise. In Green Goods? Consumers, Product Labels and the Environment, Julian Morris evaluates 
the complex nature of environment information and then examines the merits and drawbacks of 
ecolabels as a means of providing consumers with information about the environmental impacts of 
products. 
 Morris acknowledges that environmental information may enhance the ability of consumers to 
purchase ‘environmentally best’ products. However, ecolabels, concludes Morris, provide consumers 

with only the barest minimum of information concerning the environmental impact of a product and that 
even this information may be of dubious validity (p. 15). 

At least 25 nations world-wide now have some form of ecolabel, and some non-governmental ecolabel 
programmes also exist. In theory, these programmes are intended to improve consumer awareness of the 
environmental impacts of products and bring about environmental protection. Morris proposes that 
achievement of these goals depends upon designing a programme that awards labels based on a 
comprehensive (life-cycle) evaluation of all the resource use and environmental impacts of each 
product. Moreover, product selection criteria must be constantly re-evaluated to take into account 
changes in technology, resource availability, product performance, and so on. 
 This challenge brings the ecolabel architect face-to-face with what Nobel Laureate economist 
Friedrich Hayek calls the ‘knowledge problem’. Writes Morris: 

Experts charged with the task of developing an ecolabelling scheme … are likely to encounter a number of 
more or less intractable problems: they will not be able rationally to select product categories; they will not 
be able rationally to set product-category boundaries; they will not be able to take into consideration all the 
physical effects which a product has on the environment during its life-cycle; they will not be able 
accurately to estimate the impact of these effects; and they will not be able continuously to update the 
ecolabel product-selection criteria. It should be stressed that these are not merely “technical” problems; they 
cannot be resolved or avoided (p. 49). 

Because there are no purely objective ways of awarding ecolabels, these programmes are subject to 
influence by various individuals and organisations. Morris describes how this process of stakeholder 
influence has shaped ecolabel criteria in the European Union and elsewhere, with perverse 
consequences for international trade, innovation and environmental progress. 
 It is this last feature of ecolabels that is particularly ironic, since their ultimate purpose is to enhance 
environmental protection. Morris takes seriously the importance of environmental protection – and the 
role that consumer choices play in that process. He explores how labels with specific, verifiable 
information might play some role in enhancing consumers’ ability to make choices in consonance with 
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their environmental values. Above all, he recasts the ‘information problem’ by re-examining ‘why it is 
that consumers currently make choices that are not as environment-friendly as they might desire’. This 
inquiry brings him to a discussion of prices, and the information they convey about relative resource 
scarcities, in a competitive marketplace: 

most of the relevant information concerning the impact of a product during the pre-consumer phases of its 
life-cycle is embedded in the price of that product…So consumers need not focus on the use of resources or 
the emission of chemicals into the atmosphere and watercourses…it is merely necessary that they find the 
product which best fits their purpose(s) at the lowest price (p. 94). 

November 1996 LYNN SCARLETT 
 Vice President, Research; 
 The Reason Foundation 
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Introduction 

The more alternatives, the more difficult the choice. 
Abbé d’Allainval 

Over the course of the past decade, a significant niche market has emerged for green products. Stores 
such as the Body Shop have grown into major concerns by selling refillable shampoo bottles and 
vivisection-free moisturiser, whilst Ben and Jerry’s ‘Rainforest Crunch’ has enabled environmentally 
concerned consumers to satisfy their ice cream addiction and believe that they are helping to preserve 
biodiversity. 
 The experience of these ventures shows that commitment to improving the environment need be no 
barrier to business success. Indeed, the threat of competition and the desire to attract green consumers 
(or, at least to avoid being labelled as ‘environmentally challenged’) has led even the most hard-nosed 
consumer-driven chains, such as Sainsbury’s and Safeway, to adopt green lines. 

Consumer Attitudes 
Despite these successes, demand for green products has generally failed to match expectations. For 
example, a 1990 survey carried out for Tesco, a British supermarket chain, found that about 50 percent 
of consumers said that they were willing to pay extra for environment-friendlier1 products, however, 
Tesco store receipts suggest that, of the total spent on products in categories for which green goods 
were available, only about 10 percent went on those green goods (Environment Committee, 1991, p. 
xi). And this was at the peak of the most recent wave of ‘green consumerism’. Since then, concern for 
the environment has been superseded by more pressing concerns, such as the threat of unemployment. A 
recent survey carried out by the British National Consumer Council found that, for ‘ordinary shoppers’, 
‘the environment was not a big consideration’ (NCC, 1996, p. 45).  As a result, demand for green goods 
is now so low that supermarkets are loathe to keep such products on their shelves. Indeed, Sainsbury’s 
recently announced that it was to drop most of its range of green products. 
 In the US, the situation is similar. For example, in a 1993 survey carried out by Cambridge Reports-
Research International, over 30 percent of consumers said that they were willing to pay a 10 percent or 
higher price premium for certain green products (including: cars, gasoline, detergents, household 
cleaners, and recycled paper) but ‘manufacturers for mainstream distribution outlets generally report 
that “consumers are not willing to pay a premium, period”’ (Scarlett, 1994, p. 17). A 1993 report by 
Yankelovich Partner’s of Westport, Connecticut pointed out that only about 10 percent of US buyers 
could be characterised as ‘evergreen’ – people committed to purchasing ‘green’ products. All other 
buyers demonstrated ‘a basic unwillingness to translate whatever [environmental] concerns they do 
possess into concrete action’ (Green MarketAlert, February 1993, p. 4.). Similarly, a 1996 survey by 

                                                   
1 There are many problems with the terms ‘green’ and ‘environment-friendly’ (see discussion infra note 6 concerning the environment). 

Here they are used simply to modify words such as ‘goods’ or ‘products’, so as to denote the fact that such items are being presented to 
the consumer as having some attributes which relate to the environment. 
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Environmental Research Associates found that only about 10 percent of adults report that they look for 
environmental information on labels, although the propensity varies with sex and age – see Table 1 
(COPE, 1996). 
 
TABLE 1: 
Proportion of US Consumers Looking for Environmental Information on Labels 
 
Men 6% 
Women 12% 
18–34 12% 
35–49 10% 
50–64 7% 
65+ 3% 

Source: COPE (1996). 

 A number of possible explanations for this mismatch between what consumers say and what they do 
has been offered. One of the most frequently cited of these is that consumers are confused by the 
plethora of different schemes for labelling products with environmental information. For example, since 
most super-market chains in Europe each have their own environmental labelling scheme, the consumer 
can not be sure that what is con-sidered green in Safeway is the same as what is considered green in 
Sainsbury’s or Waitrose.  
 A second explanation frequently offered is that many people are sceptical of environmental claims in 
general. In support of this assertion, a 1990 survey of 1,400 shoppers in Britain found that 56 percent 
of those surveyed were suspicious of claims that products are ‘environmentally friendly’ (‘Friendly to 
Whom?’, Economist, 7 April 1990). Two factors are said to underlie this problem: 

•  First, consumers may not fully understand the  implications of complex environmental information 
when it is provided. So some environmentally concerned consumers may inadvertently purchase 
products which, in the circumstances, cause more damage to the environment than if one of the 
alternatives under consideration had been purchased,2 whilst others, unwilling to take this risk, may 
simply avoid purchasing green products altogether. 

•  Second, some products have been labelled in a way which could be construed as deceptive. For 
example: some companies have sold as ‘biodegradable’ bin liners which, in the dark, anaerobic 
conditions of a landfill may take 50 years to decompose, whilst others have sold as ‘recyclable’ 
containers which would cause less environmental damage if disposed in an incinerator or landfill 
than if recycled. Here, the problem is that oversimplified information concerning the expected 

                                                   
2 The crux of the matter, of course, is that the environmental impact of a product is contingent on a whole host of factors, so it is not 

immediately clear what kind of information should be provided. This issue is dealt with more fully in Chapter 3. 
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environmental impact of a product is being provided in a way that is not only unhelpful but may 
sometimes even be counterproductive. For example, when consumers purchase goods spuriously 
labelled ‘environmentally superior’ at inflated prices, the amount of money that they can spend on 
goods which may actually benefit the environment is reduced.3 Again, rather than risk making such 
mistakes, some environmentally concerned consumers may simply avoid buying green products 
altogether. 

A third explanation is that consumers simply may not know anything about the environmental impacts 
of products and, therefore, are unable to distinguish green products from other products. 
 In response to these problems, governments and private companies around the world have developed 
seal-of-approval type environmental labels (hereinafter, ‘ecolabels’). These are simple, readily 
identifiable marks which are ostensibly intended to indicate that a product has a lower overall 
environmental impact than other products in a specified product category. Such a label would, it is 
claimed, improve the information upon which consumers base their choices (OECD, 1991, p. 13; EPA, 
1993, p. 6). 

The Ecolabel: An Economic Instrument for Environmental Protection? 
Proponents have argued that, by improving the quality of information regarding the impact of a good on 
‘the environment’,4 ecolabels would increase consumer confidence in green claims and thereby 
stimulate demand for goods which have less impact on the environment. Assuming that the information 
conveyed by ecolabels is accurate and assuming that it is correctly perceived by consumers, this 
increase in demand for green goods should, proponents claim, lead to an improvement in environmental 
quality.5 As a result, ecolabels have been hailed by many as a voluntary economic instrument for 
environmental improvement (OECD, 1991, p. 11; EPA, 1993, p. 1). 
 However, critics caution that ecolabels may not actually improve the information available to the 
consumer and, at worst, may have the opposite effect (e.g. Wynne, 1991, Shimp, 1995). 

                                                   
3 Here we assume that it is possible to compare products (that is, that perfect substitutes exist) and to compare the environmental impacts 

of these products. These assumptions (which are common in the ecolabelling literature) are clearly unrealistic, a problem addressed in 
Chapter 3. 

4 The Shorter Oxford English Dictionary offers the following definition of the environment: ‘the set of circumstances or conditions, 
especially physical, in which a person or community lives, works, develops, etc., or a thing exists or operates’.  This definition 
encompasses several alternative conceptions of the environment. In particular, under this definition, one person may be speaking of the 
set of conditions in which an individual lives, whilst another may be speaking of the set of conditions in which a community lives, and 
yet another person might be speaking of the set of conditions in which all vital matter lives. Furthermore, the conception of what 
constitutes ‘the set of conditions’ may vary from person to person – for example, one person may be primarily concerned with the 
proximal environment (the current state of the atmosphere, the watercourse and the land), whilst another may be concerned with a more 
distal environment (the state of the atmosphere in 20 years time, for example). As a result, it is not necessarily clear what is meant when 
people refer to the environment or to environmental quality.  Later in the study, the implications of this ambiguity are discussed in more 
detail. 

5 Of course, environmental quality, environmental impact, and environmental improvement all suffer from the same ambiguity that plagues 
the term the environment (see supra note 4). 
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Summary and Conclusions 

There appears to be a disparity between what people say they are willing to pay for environment-
friendlier products and what they actually do pay. One explanation for this disparity which has been 
offered is that it results from consumer scepticism generated by unverified and/or misleading 
environmental claims. Another explanation is that they simply lack information to direct them to 
environment-friendlier products. Numerous organisations, both private and public, have developed 
ecolabelling schemes, the ostensive aim of which is to mitigate such scepticism by providing consumers 
with better information about the environmental impact of products. 

In the following chapters, the merits and drawbacks of ecolabels as a means of providing consumers 
with information about the environmental impacts of a product are considered. In particular, attention is 
drawn to the fact that the one dimensional ecolabel provides the consumer with only the barest 
minimum of information concerning the environmental impact of a product; and that even this 
information may be of dubious validity. In addition, alternative mechanisms for providing consumers 
with environmental information are considered. 



 

 13 

1. Product Differentiation through Labelling 
This chapter discusses the rôle that labels play in a consumer’s decision-making process, in order to 
provide the reader with a context in which to view the subsequent discussion of the rôle that 
environmental information on labels (and ecolabels in particular) may play in this decision-making 
process. 

Selecting a Product 
The human mind has but a limited capacity to process information (to see this, try simultaneously 
watching TV, listening to a CD, and taking part in a discussion about quantum field theory), so no 
consumer can know everything about every product which could possibly be purchased. Nevertheless, 
most of us manage to avoid the cognitive overload which would result if we attempted to acquire every 
piece of potentially relevant information before making any decision. This section discusses how. 

Choice by Rules of Thumb 

One way consumers avoid this cognitive overload is by invoking rules of thumb that enable them to 
filter out the vast quantity of barely relevant information they encounter and focus instead only on those 
items that are of direct relevance to the particular choice being made. To see how this might work, 
consider the case of a consumer who wishes to purchase an unfamiliar product. In such a case, the 
process of choosing a product might be broken down into two steps: first, the consumer searches for 
products within the particular category of interest, then the consumer chooses from among those 
products.1 This process is now described in more detail. 

Selecting the Product Category 

A product category denotes a class of goods which are readily substitutable for one another. That is, 
they provide a similar service to the consumer at a similar price. An example of such a category might 
be dog food, where an individual consumer might be willing to substitute one product (say, Bonzo’s dog 
food) for another (say, Gonzo’s dog food) if the price of Gonzo’s increased relative to that of Bonzo’s 
(or vice versa). Of course, the fact that a product is sold as ‘dog food’ does not mean that this is the 
purpose to which each consumer will put it: some consumers may give dog food to their cats, or even 
eat it themselves. Moreover, some consumers may consider products not typically sold as ‘dog food’, 
such as vegetable peelings or the left-overs from yesterday’s dinner, to be substitutes. Nevertheless, it 
seems likely that most consumers do think in terms of product categories (whether consciously or 
unconsciously). 

                                                   
1 The process by which a consumer chooses a product may be different from that described here, and is likely to be more complex. But the 

point is to offer a schematic description of the kinds of information-processing activities which individuals engage in, rather than an 
overview of the literature on consumer psychology (for which see, inter alia, Cohen and Chakravarti, 1990). 
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 The consumer’s search for a product category most probably begins with a mental representation of 
those attributes common to products within the category of interest. This mental representation may 
include a variety of different dimensions (Johnson and Farnell, 1987), such as: the shape of the product 
package, the packaging material, the product label and the location of the product in the store. 
 Once the representation has been formulated, the consumer then searches for products which 
conform to it. This is done by using cues relating to each dimension of the representation (location, 
shape, material, label), which in combination announce the product to the consumer – stating, for 
example, ‘I am orange juice’, or ‘I am washing powder’. To see how this is done, consider the task 
faced by consumers interested in purchasing Parmesan cheese: initially, all they must do is to focus on 
those perceptual cues which indicate, ‘I am cheese’ (for example: a refrigerator containing mostly white 
and orange-coloured bricks covered in polythene and located close to the yoghurt section). By supplying 
cues in each of the appropriate dimensions, the producer and retailer are able to speed up the product 
selection process and thereby sell more goods. 

Selecting a Particular Product 

Once a product within the general category has been found, consumers then decide whether that product 
fulfils their requirements. To do this, they use a mental representation of the particular features of the 
good they are interested in (which will depend on the product category). For example, features 
considered relevant to consumers of orange juice might include: whether the juice is fresh pressed, 
whether it has ‘bits’ of orange in it, how long it is likely to remain fresh, what volume of orange juice is 
contained in the package, and how much it costs. 
 The types of information utilised to make choices about which product to purchase within a category 
are likely to differ from consumer to consumer. For example, generally speaking, it is likely that a 
frequent purchaser of a product will focus more on salient items such as the price differential between 
products which that consumer perceives to be close substitutes, whilst an inexperienced consumer may 
carry out a more extensive search in order better to establish which products might be close substitutes 
(see e.g. Alba and Hutchinson, 1987). But, in either case, most of the crucial information, with the 
possible exception of the price, is typically to be found on the product label. 

Labels: The Consumer’s Best Friend 

If the above rule of thumb is essentially correct, then it is clear that the consumer relies heavily on 
product labels both to distinguish between separate categories of product and to distinguish between 
products within categories (see e.g. Hoyer, 1984; Smith and Houston, 1985). So, the more readily 
differentiable a product is made by its label, the easier the consumer’s overall product selection task is 
made.2 Since most people probably prefer to spend the least time necessary searching for products 

                                                   
2 In fact, the use of labels benefits all parties to the transaction: the producer sells more goods, the retailer has a more rapid turnover and 

the consumer has more free time and enjoys a greater likelihood of matching purchases with preferred product attributes. 
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which satisfy their wants, producers have a strong incentive to provide labels which clearly and 
strongly differentiate their products.3 This may be done in a number of ways, including: 

Category Labelling 

First, the label may convey information regarding the product category. This is typically done through 
the use of certain symbols or colours. For example, orange juice containers may have pictures of 
oranges and a predominance of orange colouring on the label, whilst apple juice containers may have 
pictures of apples and a predominance of green colouring on the label. 

Specific Product Information Labelling 

Second, the label may convey information regarding a variety of product-specific attributes. For 
example, the label on a packet of cheddar cheese may provide information regarding the quantity of 
protein, fat, sugar, and calcium that the cheese contains,4 whilst the label on a packet of washing 
powder may contain information regarding the quantity of powder required to wash 1Kg of clothes and 
the relative performance of the powder at different wash temperatures. 

Brand Labelling 
Third, the label is likely to convey information regarding the brand of the product. This is probably the 
most important part of the label (Robertson, 1987), because it provides the consumer with implicit 
information regarding several product attributes, including: the performance the consumer can expect 
from the product; the price which the consumer would expect to pay (relative to other brands in the 
product category); and other product attributes which the consumer has previously learnt to expect 
from the brand, either from past use or from advertising.5 
 The importance of brands, both to consumers and to firms, cannot easily be overstated: brands 
enable firms to recoup investments in new or improved products by ensuring that potential consumers 
of these products are able readily and rapidly to identify them. As a result, brands enable consumers to 
benefit from these new or improved products, which would otherwise not be available.6 

                                                   
3 Of course, some producers may benefit by making their labels appear similar to bigger-selling brands, but this would only be harmful if 

consumers were actually confused by the similarity. There is, clearly, a difference between product association and product simulation. 

4 For the moment, I leave aside the fact that in many countries the provision of such information is now compulsory. 

5 The brand also signals to the consumer more abstract concepts which may be related to the way in which the product has been advertised, 
or may be related to the consumer’s respect for others who consume the product or his beliefs about such products, in particular, 
conformity with the consumer’s self-image (Mahlotra, 1988). This aspect of the product brand is particularly important for marketing of 
products with environmental attributes (see Chapter 7). 

6 As an exercise, it is worth briefly considering what might happen if product brands were banned, so that only very basic product 
information could be given on a product label. First, consumers would spend more time and money attempting to differentiate those 
products most likely to satisfy their wants (one likely consequence is that wealthier consumers would employ agents to make these 
choices for them, whilst poorer consumers would rely on the retailer’s advice). Second, because it would be more difficult to remember 
the exact nature of the product purchased, feedback from past consumption would be less important to the product choice, so consumers 
would tend to purchase the cheaper products and quality would tend to spiral downwards as producers stopped producing unprofitable 
high-cost high-quality lines (see also discussion of information asymmetries below). 
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Certification Labelling 

Finally, and most importantly for the purposes of this study, the label might convey information 
regarding certification of the product by an independent authority. Such certification schemes are 
intended to enhance the consumer’s expectations regarding certain product attributes. Several 
certification schemes are described below, but first  a brief explanation of their function is given. 

Why Product Certification Schemes Exist  

Consumers may formulate their expectations concerning the various product attributes which concern 
them in a variety of ways, including: past purchases; the advice of friend(s); advertising (in particular, 
the use of ‘opinion leaders’ – that is, people whose opinions are accorded a great deal of respect); 
‘commercial sources’ (including surveys and reviews published in journals and newspapers) and 
product certification labels (Schiffman and Kanuk, 1994; Ohanian, 1991). 
 Experience gained from past purchases of a product is usually a reliable source of information, since 
it enables the consumer to establish very precisely how a product performs relative to expectations 
and/or the performance of other products. However, in certain circumstances, such experience might be 
a poor guide to the consumer (see e.g. Klein and Leffler, 1981; Meiners and Staaf, 1990), for instance: 

(i) The product may be an item purchased on a very infrequent basis (for example, durable goods 
such as a washing machines and cars). Experience is of little value in such circumstances because 
by the time the item is replaced the particular model previously purchased is unlikely still to be in 
production.  

(ii) Particular examples of the product may vary significantly from one another (this is certainly the 
case for items such as second-hand washing machines and automobiles – see below), so experience 
of one example is a poor guide to what one may expect from another example. 

(iii) The particular qualities associated with a product may not be verifiable by experience during the 
period of consumption (for example, nutritional items which may or may not have long-term 
benefits or costs, and environmental impacts which the consumer is unable to observe).  

The following section explains why the inability to test a product’s performance through experience 
may lead to problems and offers some initial insights into how these problems may be overcome. The 
automobile market is used as an example. 

 

Information Asymmetries and Market Signalling 

Why is the price of an almost new car typically so much lower than the price of a brand new car? 
Akerloff (1970) has offered an explanation of this phenomenon based on the fact that the owner of a car 
and the potential purchaser of that car have different sets of information about it. In particular, the 
owner is typically better informed about the car’s quality than any potential purchaser. To see how this 
creates a disparity between the price of new and nearly new cars, assume that the purchaser bases the 
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amount that he is willing to pay for the car on an estimate of the average quality of such cars. Now, if 
the owner believes his car to be of above-average quality, then he is unlikely to be willing to accept the 
amount that a purchaser would be willing to pay for a car of only average quality. So, owners of above-
average quality cars do not put their cars on the market. However, most potential purchasers should 
realise that very few above-average quality cars will be put on the market and so will revise their 
estimate of the ‘average’ quality downwards. But some of the cars which were previously of ‘below-
average’ quality are now of above average quality, so their owners will be unwilling to sell them at the 
new price. Of course, this process will continue (in the minds of potential purchasers and sellers of 
nearly new cars) until potential purchasers realise that the only cars which potential sellers will be 
willing to sell are those of the very lowest quality. Thus, in a market in which the seller has significantly 
more information about the quality of the product than the buyer, we might expect that bad products 
will crowd out good. 
 On the face of it, the existence of such information asymmetries appears to pose a serious problem 
for the efficient functioning of any market. However, this problem is not so intractable as it first 
appears. This is because a number of non-price ‘market signalling’ mechanisms exist by which 
information can be passed from one market participant to another. These include: reputation, expert 
advice, accreditation and warranties (see, inter alia: Akerloff, 1970, pp. 499-500; Spence, 1973, p. 
355-6), and are discussed below: 

 

Reputation 

The reputation of the seller to some extent constrains him to making truthful statements about the 
product which he is selling. The importance of reputation will depend on a number of factors, in 
particular: (1) the size of the company which the seller represents – the larger the company, the higher 
the potential cost in terms of adverse publicity arising from false or misleading statements about the 
product being sold; (2) the probability of future interaction between the buyer and the seller – the higher 
the probability of future interaction, the less incentive the seller has to lie, since he may, in the future, 
wish for the buyer either to purchase another product from him or to reciprocate his kindness in some 
other way (Axelrod, 1984; Ellickson, 1991). 

Expert Advice 

The buyer may purchase, or otherwise avail himself of the advice of an expert, whose opinion then 
supplements or over-rules that of the seller (Sternthal et al., 1978). However, the validity of this expert 
advice is, in turn, open to question. Aside from reputation, one potential solution to this secondary 
problem would be for a group of such experts to form a trade association which would only accredit 
persons believed to be adequately qualified to provide advice (and who are willing to pay the 
membership fee).7 

Accreditation 
                                                   
7 Of course, the seller may himself join an association of experts, such as the Association of Used Car Dealers Association, but the price he 

charged for the used cars would then rise commensurably. 
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The seller may purchase the services of an expert offering third party accreditation. For example, the 
Association of Used Car Dealers may allow members to apply a seal to any car which they have tested 
and found to conform to certain standards (see below).  

 

 

Warranties 

The seller may offer a warranty on the product – specifying, for example, that any parts which fail 
within a certain time period (say, one year) will be replaced free of charge. Of course, the credibility of 
the warranty will depend on the reputation of the seller (a one-year warranty is of less value if the seller 
is likely to go out of business in six months time). 
 
Since this paper is primarily concerned with accreditation (in particular, product certification), the 
remainder of this chapter is devoted to this concept.8 

Product Certification Symbols 
A product certification symbol is a mark which producers of certain goods may incorporate into their 
product label if they have been authorised to do so by the owner of the mark. Examples of such 
symbols include Underwriters Laboratory product safety certification in the US, British Standards 
Institute’s ‘Kitemark’, the International Wool Secretariat’s ‘Woolmark’, and the hallmarks on gold and 
silver. The general purpose of these marks is to signal to the consumer that the product has been 
accredited by the specified authority for the specified purpose. In the hypothetical example above, the 
Association of Second Hand Car Dealers was the authority and the certification mark indicated that the 
car had met certain standards. 
 There are two main types of product certification: those which certify manufacturers’ claims and 
those which certify more general concepts. These are now considered in more detail. 

General Concept Certification 

General concepts, such as ‘safety’ and ‘overall product quality’ are hard to define because they rely so 
much on individual responses to products.9 (As the old saying goes, ‘one man’s meat is another man’s 
poison’.) In spite of these difficulties, several organisations have developed certification schemes for 

                                                   
8 Other types of signal are considered further in Chapter 6. 

9 In particular, marks which certify product safety suffer from what might be called the illusion of objectivity. That is to say, the mere fact 
that a product satisfies the criteria for assessing product safety does not render the product safe under all circumstances, nor does it 
necessarily mean that the product is always safer than other products which do not meet the particular set of criteria. This is because no 
objective criteria for adjudging the safety of a product exist: it is no more possible to define ‘safe’ in a scientific manner than it is so to 
define ‘beauty’, since both are subjective concepts: the risk to an individual of using a particular product depends upon the way that 
individual uses the product, which, in turn, depends upon that individual’s subjective assessment of the risk posed by his utilisation of 
the product – just as the  beauty an individual perceives in an object or idea depends upon that individual’s subjective notion of beauty. 
There is a possibility, therefore, that by suggesting to the consumer that a product is safe, the real hazards of the product will be obscured 
and, as a result, more reckless use of the product will be encouraged (Adams, 1995). 
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safety or product quality, some of which seem to provide consumers with useful information. Two of 
the more successful examples of these are discussed below. 

(1) Product Safety 
Underwriters Laboratories (UL), a private US organisation, offers certification marks for product 
safety. In order to qualify for a UL certification mark, a product must fulfil the product safety criteria 
in the appropriate product category. These criteria are developed in consultation with producers and are 
updated regularly in order to incorporate technological innovations. 
 The UL programme provides some useful basic safety information, enabling consumers to make 
more informed decisions both when they are purchasing and when they are using a product. Moreover, 
at a minimum, UL certification offers verification that a product does, in fact, meet the performance or 
other standards asserted by the manufacturer. 

(2) Product Quality 
Good Housekeeping (GH) offers a seal that verifies manufacturer claims regarding product quality and 
performance. This is effectively a warranty extended by GH to readers of its magazine: GH (not the 
manufacturer of the product) promises to replace any product which has been awarded the seal (or to 
refund the value of the purchase) if the consumer is not satisfied that the product performed as 
advertised (Kerwin, 1994). Legally, the GH seal has been interpreted as implying that products are 
‘good ones’ and that advertising claims are ‘truthful’ (see Journal of Public Policy and Marketing, vol. 
11, no. 1, Spring 1992). So, the seal effectively acts both as a source of general product quality 
certification and as a certification of manufacturers’ claims. 

Manufacturers’ Claims Certification 
There are many examples of seals certifying manufacturers’ claims. As noted above, this is a primary 
function of both the UL and the GH seals. However, there are many other more specific examples of 
such certification, such as: the Woolmark, which is owned by the International Wool Secretariat and 
indicates that a garment is made from 100 percent virgin wool, and the Vegetarian Society emblem, 
which is owned by the Vegetarian Society in the UK and signifies that a product contains no meat 
products. 

The Impact of Product Certification on 
Consumer Behaviour 

Anecdotal evidence suggests that some seals of approval may have a very significant impact on 
consumer purchasing habits. For example: 

•  In the two months following the award of a seal of approval by the American Dental Association 
(ADA) in August 1960, the market share of Procter and Gamble’s ‘Crest’ toothpaste rose from ten 
percent to twelve percent, and within two years it had become the top selling brand, with a 30 
percent share of the market (Bennet and McCrohan, 1993). 

•  A 1988 survey carried out by Good Housekeeping found that, of 18 brands carrying the GH seal for 
the first time, 16 showed an increase in sales (Kerwin, 1994). In addition, a survey carried out by 
the Roper Organization, in 1990, found that 84 percent of those surveyed thought that the ‘Good 
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Housekeeping’ seal signified that the product was of ‘superior’ or ‘fairly good’ quality (Schiffman 
and Kanuk, 1994, p. 191).10 

 Moreover, in what has been described as ‘the most comprehensive investigation to date’ (Beltrami 
and Stafford, 1993), Parkinson (1975) found consumers ranked ‘seals of approval’ highest, above 
‘friends’, ‘salespersons’, and ‘advertisements’, in terms of their  ‘expertise’ and ‘impartiality’ and 
second highest, behind friends, on ‘trustworthiness’. 
 However, Parkinson also found that consumers tended to misinterpret seals of approval, a finding 
confirmed by several subsequent surveys (Beltrami and Stafford, 1993; Laric and Sarel, 1981). One of 
the main reasons for this is that, with the possible exceptions of Good Housekeeping (which publishes 
an explanation of its seal in each issue of Good Housekeeping magazine) and NSF International (an 
independent testing organisation which has advertised the meaning of its seal in such publications as 
Business Week), the sponsors of seals of approval have not typically taken sufficient action to inform 
the public about the meaning of their seals (Beltrami and Stafford, 1993). 
 In addition, some researchers have suggested that consumers do not differentiate between 
certification marks – assuming them all to have equal value (see e.g. Wynne, 1993, p. 110). Empirical 
evidence is not clear cut on this point. A survey commissioned by Better Homes and Gardens (BH&G) 
found that whilst 87  percent of consumers were aware of the Good Housekeeping seal, 68 percent 
claimed to be aware of  a non-existent ‘BH&G seal’ (Kerwin, 1994). However, a survey conducted by 
Beltrami and Stafford (1993) found that, of twelve certification marks examined (including the Good 
Housekeeping seal), only the UL seal improved the believability of advertising claims – suggesting that 
consumers do, in fact, discriminate between certification marks. It is difficult to make any firm 
inferences from these data – aside from any other considerations many consumers may simply not be 
interested in certification of information to guide their purchasing decisions. Moreover, it seems likely 
that some people do use the Good Housekeeping seal as a guide, just as it is likely that some people’s 
decisions to purchase Crest were influenced by the ADA seal. However, given the multitude of different 
factors affecting purchasing decisions, it is not possible to say with any degree of precision how much 
impact certification marks have had, even for these relatively well-documented cases. 

Summary and Conclusion 
Consumers rely heavily on the information provided on labels to make their product selection decisions. 
Product certification marks may help both consumers and producers by reducing information 
asymmetries. However, there is a considerable possibility that certification marks may be 
misinterpreted. 
 In conclusion, this brief overview of the impact of product certification on consumer decision-making 
cautions against giving an overenthusiastic welcome to any new certification scheme. The theoretical 
merits of each scheme must be weighed in proportion to the ability of the scheme to achieve its 
ostensive goals, both in theory and in practice, and against any negative consequences, intended or 
otherwise, which the scheme may have. In addition, the merits of alternative (perhaps mutually 

                                                   
10 Which, by the way, is greater than the number who had a similar opinion of a ‘Made in Germany’ or a ‘Made in Japan’ symbol (75% and 

69%, respectively) but less than the number who had a similar opinion of ‘Made in the USA’ (93%). 
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exclusive) information-sharing schemes should also be considered. With this in mind, the discussion 
now turns to the problem of ecolabels. 
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2. The Promise of Ecolabelling 
Although many consumers have said that they would be willing to pay more for products if they are 
environment-friendlier, the quantity of such products bought remains a small proportion of the total. 
This chapter considers how ecolabel schemes might, in theory, reduce consumer scepticism towards 
products which claim to be environment-friendlier or increase awareness of product attributes, and, so, 
reduce the gap between what people say they are willing to spend on such goods and what they actually 
do spend. 

Ecolabels: Environmental Seals of Approval 
Most extant environmental labelling programmes are of the ‘seal of approval’, or ‘ecolabel’ type. These 
are certification marks awarded to those products in a particular category that have met certain 
predefined criteria. Several arguments have been made in favour of ecolabels as an aid to consumer 
purchasing decisions, of which the following seem the most persuasive (see, inter alia, Cohen, 1991, p. 
259; Wynne, 1993, p. 107): 

•  first, most consumers are apt to invest little time discovering the likely environmental impact of a 
product – even if accurate information is provided – so a single comparable measure might reach a 
wider audience; 

•  second, those consumers who are willing to spend time discovering the expected environmental 
impact of a product may find themselves attempting to compare incommensurables such as ‘water 
pollution’ and ‘recycl-ability’, so such consumers might prefer to rely on experts to carry out this 
task for them; 

•  third, marks certifying environmental information may be misinterpreted by consumers as  being 
seals of approval, so an actual seal of approval certifying environmental superiority within a 
product category might be preferable. 

The Benefits of Ecolabels 
Aside from providing the consumer with accurate information concerning the relative environmental 
impact of a product, it has been suggested that ecolabels might accomplish a number of other goals, for 
instance: 

(i) An ecolabel might improve the sales or image of a labelled product. As an OECD report on 
ecolabelling points out: ‘This goal is actually a necessity, for if the use of environmental labels 
does not increase sales or improve the product’s or company’s public image, then the labelling 
programme is doomed to failure. As a voluntary market-based instrument, environmental labelling 
will only be effective if it is accepted and used by manufacturers as a marketing tool. And this will 
only occur if consumers accept the objectivity and goals of environmental labels’ (OECD, 1991, p. 
12). 
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(ii) An ecolabelling programme might encourage manufacturers to account for the environmental 
impact of their products. This may be accomplished in one of two ways. First, by ensuring that the 
entire product life-cycle is taken into consideration in the ecolabel criteria, firms supplying 
companies who are seeking an ecolabel must provide evidence that their own environmental 
impacts conform to some standard (for example, by complying with ISO 14000 or by carrying out 
an Eco-audit). Second, firms producing products without ecolabels may wish to compete with 
firms whose products do bear an ecolabel, so they too may wish to signal their environment-
friendlier behaviour to the market by carrying out an Eco-audit or complying with ISO 14000.  

(iii) Ecolabels might make consumers more aware of environmental issues (OECD, 1991, p. 13). 

(iv) Ecolabels might help to protect the environment. As the OECD report notes, ‘This is, after all, the 
ultimate benefit of labelling programmes’ (ibid.). 

Ecolabelling in an Ideal World 
With these objectives in mind, it is perhaps worth briefly considering – as a thought experiment – how 
an ecolabelling programme might be designed for an ideal world. 

•  First, experts would select those product categories for which ecolabels would make the most 
significant improvement to the environment. This would enable consumers better to allocate the 
limited resources they are willing to spend on environment-friendlier goods.1 

•  Second, product selection criteria for those categories would be established using an objective, 
scientific evaluation. To do this, a full product life-cycle analysis (PLCA) of the product would be 
required, taking into consideration the relative environmental impacts at each stage in the product’s 
life – from cradle to grave.2 

•  Third, products would be evaluated according to the established criteria and those which passed 
would be awarded the label. To ensure that all possible products were included in this process, the 
ecolabel and testing procedure would have to be inexpensive. (The failure to include a product 
which would have satisfied the performance criteria would, of course, present the consumer with a 
distorted picture of the market.) 

•  Fourth, product selection criteria would be reviewed constantly to ensure that advances in 
technology are incorporated and to encourage improvement in environmental performance. 
Otherwise, innovation would be discouraged. 

This ideal ecolabelling programme is illustrated in Figure 1, below. 
 

                                                   
1 Some commentators have suggested that eventually there should be an ecolabel for every product category. This would be optimal only if 

those people who wished to spend money on the environment were willing to purchase environmentally superior goods regardless of the 
additional expense and regardless of the marginal impact of their purchase on the environment. 

2 An alternative (or additional) system of evaluation might be used but it is not clear how it would differ from a perfect PLCA if it were to 
achieve the same objective. 
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FIGURE 1: 
An Idealised Ecolabelling Programme 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Summary and Conclusions 
By providing an information surrogate in the form of an environmental seal of approval, with criteria 
based on expert opinion, ecolabels promise a means of overcoming the problem of consumer scepticism 

regarding claims of environmental super- 
iority. Some of the hypothesised consequences (both direct and indirect) of such an ideal ecolabel 
scheme were adumbrated and an idealised ecolabelling scheme was presented. In the following chapters, 
the ability of ecolabel schemes to meet these goals are considered. 

Product Categories selected in such a 
way as to ensure greatest improvement 
to environment. 

Selection Criteria determined using 
comprehensive PLCA. 

Products evaluated objectively and 
cheaply. 

Product selection criteria reviewed 
constantly. 
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3. The Pitfalls of Ecolabelling 
Chapter 2 briefly outlined some of the theoretical arguments in favour of ecolabelling. This chapter 
discusses these theoretical arguments in more detail and provides some criticisms. 

Defining a Product Category 
The first step for any organisation seeking to establish an ecolabelling programme is to decide the 
product categories for which ecolabels are to be developed. As noted in Chapter 2, in an ideal world 
product categories would be selected in such a way as to maximise the improvement in environmental 
quality which would result. However, in order to do this, the expert making the choice would need to 
know: (i) the future demand for all products (ecolabelled or otherwise) and (ii) the relative 
environmental impact of all the products in the world (including some which have not yet been 
created!). In the absence of such an omniscient, clairvoyant expert, the selection of product categories 
will inevitably be somewhat arbitrary – and, as Chapter 4 shows, is likely to be subject to politicking of 
various kinds. 

Defining the Boundary of a Product Category 
Once a general category has been selected (however sub-optimally), the boundaries of this category 
must be set (that is, it is necessary to decide which types of product may and which may not be 
considered to be a member of the category). There are (at least) two problems with this process:  

•  First, no two products are perfect substitutes for one another. For example, each brand of clothes 
washing detergent has a different mix of product attributes: physical state (solid or liquid), 
fragrance, low-temperature wash performance, presence of optical whiteners, and so on. These 
different mixtures of attributes appeal to different tastes. For example, some consumers may prefer 
to use solid detergent (powder) for cottons and synthetics but liquid for woollens, so they would not 
consider liquid and solid detergents to be in the same category. Other consumers may be indifferent 
to the physical state of the detergent but prefer to use biological detergent for some purposes and 
non-biological detergent for others, so they would not consider biological and non-biological 
detergents to be in the same category. Indeed, for many products, no matter where the product 
category boundary is drawn, there will always be some consumers for whom that category is too 
broad and others for whom it is too narrow.  

•  Second, many products have multiple uses, so there may be products which could fit into several 
categories. For example, bleach could be considered to be a floor cleaner, a toilet cleaner, even a 
clothes cleaner. So the ecolabelling organisation must either include the product in several 
categories, or make an arbitrary choice to include it in one category only. Both solutions are likely to  
mislead the consumer. In the first case, the presence of several ecolabels on a bottle may lead the 
consumer to the false conclusion that a product is especially environment-friendly. In either case, it 
is possible that a consumer would purchase a product with an ecolabel, not realising that the 
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ecolabel was awarded for  a use which is different to that for which the consumer purchased the 
product. For example, a consumer who wishes to buy an environment-friendlier floor cleaner may 
choose the first ecolabelled bleach that they see – not realising that the ecolabel was awarded for the 
bleach’s toilet cleaning qualities. 

At base, these problems rest on the fact that every individual has different desires and chooses different 
ways to fulfil those desires. As a result, people use products in idiosyncratic ways, many of which are 
simply not known by the expert attempting to define the product category. As the ‘Groupe des Sages’ 
noted in their second report, Guidelines for the Application of Life-cycle Assessment in the EU 
Ecolabelling Programme (p. 8): ‘If all secondary functions were included each product would 
constitute its own product group and no general groups could be formed.’ 
 The problem can perhaps be seen more clearly by considering an example. Thus, when the UK Eco-
Labelling Board was considering the definition of the boundary for the ‘washing machine’ category, 
there was considerable debate over whether to include washer-dryers (machines which both wash and 
dry clothes). On the one hand, if washer-dryers had been included, consumers might have been misled 
into thinking that the ecolabel also applied to the drier. But, on the other hand, the failure to include 
such machines would have meant that some washing machines would have been excluded from the 
ecolabel solely on the grounds that they also performed some additional function. In the end, washer-
dryers were excluded, but not because this was inherently the most rational way to proceed. This and 
several other examples are summarised in Table 2 below. 
 In sum: no means exists whereby an expert may decide rationally where to draw the boundary of a 
product category, so this boundary will inevitably be somewhat arbitrary – and, again, is likely to be 
the subject of much politicking (see Chapter 4). 

Developing Product Selection Criteria: 
Product Life-cycle Analysis 

We now come to the second stage in our ideal ecolabelling scheme: developing the product selection 
criteria. In an ideal world, this might involve a full product life-cycle analysis (PLCA) – taking into 
account all the impacts of the product on the environment at each stage in its life, from the use of 
natural resources as inputs, through emissions during  the production, distribution and use stages, to the 
use of natural resources and/or emissions during the disposal stage.1  

To see how this is done, consider the PLCA for paper products developed by the UK Eco-Labelling 
Board, which is given in Figure 2 on page 37. 

                                                   
1  Life-cycle analysis (LCA) was developed in the 1970s as a method for analysing all the inputs and outputs to a production process, so 

that cost-minimising processes could be identified and utilised. This commercial LCA is clearly very different from the from of PLCA 
which has been suggested for use as a guide to setting product selection criteria. 
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FIGURE 2: 
Product Life-cycle Analysis for Paper Products 
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The type of PLCA in which we are interested should, in theory, comprise two stages: inventory and 
impact. The inventory stage involves cataloguing the physical consequences of each stage in the product 
life-cycle: basically, this means counting energy usage, the emissions of certain chemicals to air and 
water and assessing the total solid waste produced during the production, distribution, use and disposal 
of a product. During the impact phase, these physical consequences are translated into estimates of the 
damage done to human health and to ecosystems by using dose-response relationships from 
epidemiology, animal or ecological toxicology, and clinical studies (Portney, 1993, p. 70). However, as 
Scarlett (1994, p. 19) notes, ‘So far, actual analyses have been largely constrained to inventory analysis 
because of the complexities and uncertainties of impact analysis.’ 
 The advantage of PLCA over some simpler measures of the environmental impact of a product is 
that it takes account of some of the trade-offs which are inherent in any comparison of alternative 
technologies. For example, some environmentalists have campaigned vigorously against the use of 
polystyrene cups, arguing that paper cups can be made of recycled material and thereby ‘save 
resources’ and reduce waste; however, two PLCA comparisons of the impact of different types of 
disposable cups both found that ‘[p]olystyrene cups result in less air and water pollution, are less 
energy intensive, and result in less post-consumer waste (by weight) than paper cups’ (Portney, 1993, p. 
71). Of course, even these findings should be viewed with some caution for all of the reasons here laid 
out regarding the use of PCLAs for product comparisons. 
 Whilst PLCA is clearly an improvement over simpler measures, it is by no means a well-calibrated 
scientific instrument. Indeed, there remain many problems with PLCA, some of them altogether 
intractable, of which the following are a selection. 

Defining the Boundary of the Life-cycle 
First, it is not clear where one should draw the boundary of the life-cycle: should it be  at the point 
where the primary materials are introduced into the production process, or should it include the 
environmental costs of extracting the raw materials themselves, or, going one stage further back, should 
it include the environmental costs associated with producing the machinery which was used to extract 
the raw materials? And  what, then, of the environmental costs of extracting the raw materials which 
went into the machinery which was used to extract the raw materials for the production of the product? 
Moreover, ‘[w]hat about the energy required to sustain the labourers involved in the respective 
production processes. Should these, too, be counted in the life-cycle analysis? And what about the 
capital equipment required at the landfills in which solid wastes are ultimately buried at the supposed 
end of the product life-cycle – in its grave, so to speak?’ (Portney, 1993, p. 71; see also Wynne, 1993, 
p. 67 and Scarlett, 1994, p. 19). 
 There is, of course, no logical answer to this problem. One either accepts that there is no boundary to 
the life-cycle of a product, in which case no PLCA may be carried out, or one draws an arbitrary 
boundary and accepts that the PLCA is flawed. 

Inventory and Assessment 
Second, the impact a product has on the environment at any particular stage in its life-cycle is likely to 
be contingent on a number of factors, some of which may be available to the person carrying out the 
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analysis, but many of which will not. Paul Portney, President of Resources for the Future (the US-
based environmental think-tank), explains the basic problem as follows: 

Suppose that the total emissions of every single pollutant associated with product A were less than those 
associated with product B, with which it competes, but that all of the former are discharged in densely 
populated, ecologically sensitive areas while the latter occur in remote, less sensitive regions. The adverse 
health and ecological effects associated with the production, use and disposal of A could be much more 
severe than those of B. Although this is the very thing that PLCA should alert us to, it would fail to do so if, 
as is generally the case, it is confined to the inventory stage. 

However, extending PLCA to the realm of impacts introduces even more frustrating indeterminacies. One 
set of dose-response relationships, for example, might ‘prove’ that exposures to ambient ozone are much 
more harmful than exposures to particulate matter. A different set of studies might lead to the opposite 
conclusion. The same will be true for virtually all the health effects of concern, making the impact phase of 
PLCA – the phase that really matters in comparing products or processes – almost impossible (Portney, 
1993, p. 72).2 

In addition to these fundamental difficulties, Portney (1993) notes several other problems. First, PLCAs 
cannot adequately deal with the fact that different products rarely provide exactly the same service to 
the consumer, for example, ‘Hot coffee in paper cups burns my fingers by the time I get back to my 
office, while coffee in polystyrene cups does not. As a consequence, I sometimes use two paper cups’ 
(Portney, 1993, p. 72). This problem of imperfect substitution became particularly evident in the 
McDonald’s attempt to find a substitute for the polystyrene foam clamshell. McDonald’s introduced a 
paper wrapper package which, although not recyclable, compared favourably in life-cycle assessments 
against the plastic clamshell. However, the substitute product had less heat retention than the clamshell. 
 Portney points to another problem with PLCAs. They do not usually take into account the non-
environmental attributes of the product life-cycle, such as the use of capital and labour and, so, could 
result in resource misallocation. For example, the failure to include the capital and labour ‘consumed’ 
during a product’s life-cycle in the PLCA – and, hence, in the ecolabel criteria – may result in resources 
being removed from research and development. As a result, products available in the future may require 
more resources  and/or result in more emissions to the environment than if no such ecolabel criteria had 
been developed. (See also the discussion of technology lock-in presented in Chapter 6.) 
 Finally, there are particular problems associated with the inventory and impact assessments at the 
production, distribution, use, and disposal stages. 

Production 

At the production stage, it is not clear how an analyst could take into account differences in 
environmental impact arising from the fact that a single product may be produced at different plants, or 
the fact that the same product may be produced at the same plant but during production runs of 
                                                   
2 An alternative method of comparison, developed by Swiss government researchers, assumes that discharge limits set by regulators are 

equivalent in terms of toxicity (Haddon, 1992). There are two problems with this approach: first, the assumption that regulators seek (or 
otherwise arrive at) regulations which equate risks is simply not valid (see e.g.  Peacock, 1984; Helm, 1993); second, if regulators were 
acting in this super-efficient manner (which is impossible: Adams, 1995), then ecolabels would be unnecessary because individual 
exposure to risks would already be optimised – indeed, ecolabels would only distort this perfect regulatory structure. 
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different length or at different times (Scarlett, 1994). To see this, consider just how important the time 
of discharge can be: Portney (1993, p. 71) observes that ‘a rapidly moving stream may easily assimilate 
pollutants discharged into it. When the same stream is flowing slowly [during the dry season, for 
example], the discharges could do a great deal of damage.’ Clearly, the very much more complex 
problem of comparing the impact of different chemicals in different physical states being emitted at 
different times under different conditions is quite intractable. 

Distribution 

At the distribution stage, relevant facts, such as the location of the wholesaler and/or retailer in relation 
to the manufacturer (which affects both the amount and the location of atmospheric emissions released 
during this stage) cannot be included in the impact assessment because the proportion of goods going to 
each wholesaler or retailer will vary from year to year and from day to day. 

Use 

Evaluation of the impact of a product during use is hampered by the fact that the person carrying out 
the inventory does not know when, where, or for how long a particular consumer will use it. Consider, 
for example, two people, A and B, who have identical washing machines. Now suppose that A runs his 
washing machine once a  day, whilst B runs his washing machine only once a week. Clearly, A’s 
washing machine will be responsible for the consumption of more electricity and water as well as the 
emission of more effluent than will B’s. However, if B obtains his electricity from a coal-fired power 
station and discharges his effluent into a slow-moving stream which is full of trout and minnows, whilst 
A obtains his electricity from an hydro-electric power station and discharges his effluent into a fast-
moving but sparsely populated river, then it seems quite possible that the damage resulting from A’s 7 
weekly washes would be less severe than the damage done by B’s 1 weekly wash. 
 Precisely this problem is raised by attempts to establish ecolabels for paper towels. For example, 
Green Seal in the US recommends that buyers ‘choose products that meet or exceed Green Seal’s 
standards for recycled content’.3 Green Seal justifies this recommendation by stating that ‘paper 
recycling has environmental benefits besides diverting waste. For instance, the production of a ton of 
paper from discarded waste paper requires 64 percent less energy and 58 percent less water, generates 
74 percent less air pollution and 35 percent less water pollution, and saves 20 pulp trees compared to 
producing virgin paper’ (Green Seal, Choose Green Report). 
 But these figures fail to take into account usage patterns and comparative absorbencies of different 
paper products. A Franklin Associates PCLA compared bath tissue and paper towel products made 
from virgin and recycled fibres. That study found that virgin fibre products made using a high-
efficiency technology ‘have more absorbency, softness and wet strength using less fibre than the leading 
100 percent recycled fibre [25 percent post-consumer and 75 percent pre-consumer material] towels’. 
As a result, comparing the two products over 100,000 ‘tasks’ showed equivalent energy use and solid 

                                                   
3 See Green Seal’s guidelines for towels, tissues, and napkins in their Choose Green Report. The report states that ‘increasing the use of 

post-consumer recycled fibre in paper products offers the greatest opportunity to divert paper waste from landfills and incinerators. 
That’s why post-consumer content is specified in Green Seal’s environmental standards and EPA’s procurement guidelines for federal 
government purchases.’ 
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waste generation for the two products, while the virgin fibre towels required less industrial water usage 
and 5 percent less total fibre consumption (Franklin Associates, Bath Tissue and Paper Towel Report). 
Even more ambiguous are comparisons of air and water pollutants on a disaggregated basis. The virgin 
fibre product, evaluated over 100,000 tasks, appears to produce fewer particulates and nitrogen oxides 
than a product with 100 percent recycled fibre (25 percent post-consumer and 75 percent pre-
consumer), but more hydrocarbons. The virgin fibre product generated fewer acid and metal ions in 
water pollution, but more dissolved solids. (ibid.) 

Disposal 

As with use, disposal is carried out by the consumer, so the expert will not know when, where or how 
disposal occurs. As with use, the attendant problems are intractable. 

A Case Study 
Some insight into the magnitude of these problems can be gained by considering the attempts of five 
organisations (Franklin Associates, Arthur D. Little, Procter and Gamble (P&G), National Association 
of Diaper Services (NADS) and the Women’s Environmental Network (WEN)) to develop life-cycle 
inventories of reusable and disposable nappies (diapers). Table 3, below, shows the performance of 
reusable nappies relative to disposables (figures have been rebased so that in each case the performance 
of reusables is given as a multiple of that for disposables). The significant differences in the outcomes 
of these studies arose from: 

(i) Different PLCA boundaries. For example, the P&G study excluded the packaging and some minor 
components (such as elastics and adhesive tapes) of disposables; it also excluded the cotton 
growing and manufacturing of reusables. The Franklin study, on the other hand, included these 
factors (ENDS 198, July 1991, p. 25). 

(ii) Different assumptions concerning product use. For example, the P&G study assumed that two 
cloth nappies were used per change, whilst WEN assumed a figure of 1.25; the other studies made 
intermediate assumptions. This difference is significant because most of the releases to the 
environment generated by  reusable (cloth) nappies occur during this use phase (ibid.). 
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TABLE 3: 
Comparing Life-cycle Inventories for Reusable 
vs. Disposable Nappies 
 

 Franklin Little P&G NADS WEN 
Energy 1.9 3.4 0.8 0.6 0.2 
% Renewable 0.0 1.2 0.0 – – 
Raw materials – 0.1 0.2 0.3 0.1 
% Renewable – 0.1 0.1 0.0 0.2 
Solid waste 0.2 0.1 0.0 0.1 0.0 
Air emissions 1.9 9.2 1.4 0.7 0.3 
Water emissions 7.3 9.7 2.2 2.0 0.9 
Water consumed 3.9 6.1 0.9 1.6 0.3 

Source: Adapted from ENDS 198, July 1991, p.  25.  

Note: For all criteria, impact given is for reusables as multiple of impact of disposables. 

(iii) Differences in which ‘pollutants’ were included in the inventory. For example, in P&G’s study 
water pollution was defined in terms of biological and chemical oxygen demand, whereas Franklin, 
A. D. Little and NADS also included suspended solids; in addition, Franklin included phosphate 
and acid emissions, NADS included oil and grease discharges, and A. D. Little included 
hydrocarbons phosphorus and nitrogen (ibid.). 

 Clearly, none of these product life-cycle inventories provides an objective description of the 
environmental effects of the different types of nappy (Hampden, 1992). A similar conclusion was 
reached by Dennis Postlethwaite, a member of the Society for Environmental Toxicology and 
Chemistry’s (SETAC) task force on life-cycle analysis, who noted that ‘In Scandinavia six [PLCA] 
studies on milk containers have been published, all of which came to different conclusions’ (Quoted in 
ENDS 198, July 1991, p. 24). Indeed, as two members of Landbank Environmental Research and 
Consulting, the organisation that carried out the PLCA for WEN, note, ‘It is clear that it will be 
impossible to develop an entirely objective method for Life-cycle Assessment’ (Charlton and Howel, 
1993, p. 5). 
 Note that the inevitably subjective assumptions used to define analytical boundaries used on PCLAs 
and other simplifying assumptions do not impede the use of life-cycle analyses (LCAs) within 
individual firms as a tool for identifying environmental ‘impact centres’ associated with the production 
of particular products. Such LCAs do not purport to identify ‘best’ products; rather, they are used as a 
tool for identifying opportunities for reducing energy use, air emissions, or other impacts of concern to 
the manufacturer. The problems associated with use of PLCAs are relevant primarily when this analytic 
tool is used for public policy or advertising purposes to make claims of overall environmental 
superiority, or to try to assess an entire product category – as PCLAs are used, for example, in 
ecolabels. 
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Trade-offs and Environmental Quality 

In addition to all the above-mentioned problems, PLCA has no means of addressing the fact that 
individuals value the environment in a subjective fashion. To see this, consider how people make trade-
offs between, for example, atmospheric pollution and the other factors which affect their lives: many 
people choose to live in smog-filled cities, despite the damage which might be done to their lungs. Why 
they choose to do this is known to the individual in question, but not, in general, to the expert carrying 
out the PLCA.4 Similarly, it is not possible for anyone to know how each and every person might be 
affected by the physical impacts of a product during its life-cycle (even if every potentially affected 
person could be identified, it would still not be possible to establish truthfully what value they placed on 
particular impacts).5 So, even if it were possible to measure all the impacts which a particular good has 
on the environment (which it is not), it would still not be possible to know how each person valued (or 
ranked) different impacts. 
 In sum, the attempt to pick environmental ‘winners’ by setting product criteria based on PLCA is 
highly problematic, involving necessarily subjective judgements about impact boundaries, product 
usage, and valuation of impacts. The expert setting the criteria does not have access to sufficient 
information about the relative environmental impacts of different products at different stages in the life-
cycle, nor is he able to make objective judgements about how best to make trade-offs between different 
environmental impacts. 

A Cheap and Accurate Testing Procedure 
The third phase in the ideal ecolabelling scheme involved developing a test for the product selection 
criteria which was sufficiently cheap to allow all eligible products to be tested. There is, however, a 
trade-off between comprehensiveness and cost: a set of product selection criteria can be developed 
which account for some of the environmental impacts of a product and require only a simple test (say, 
an estimate of the amount of virgin wood used in the production of the paper), but this is likely to 
ignore many other environmental impacts (such as those associated with the de-inking of recycled 
paper). A more extensive test, on the other hand, may pick up some of these other environmental 
impacts, but would probably be considerably more expensive and, so, would be likely to exclude some 
eligible products. Indeed, the cost of an extensive PLCA (upwards of £70,000) is likely to be beyond 
the capabilities of many smaller manufacturers. If ecolabelling becomes a requirement – either because 
of consumer demand or by mandate – then an expensive test could become a barrier to entry, driving 
out competition and granting incumbent firms the opportunity to reap oligopolistic profits (see e.g. 
Stigler, 1971; Williamson, 1985). This would militate against both the consumer, who would face 
higher prices, and the environment, because resources would be less efficiently allocated. 

Updating Product Selection Criteria 

                                                   
4 A person might choose to live in a city for any number of reasons: perhaps because it is more convenient for her work, or perhaps because 

she prefers the social life, or perhaps simply because, being poor, she places a lower value on a smog-free environment than do others. 

5 Whilst recent developments in Contingent Valuation Methodology suggest that under certain circumstances people do make reasonable 
statements about how much they would be willing to pay (WTP) for particular environmental goods, it is not at all clear that stated WTP 
is anything close to actual WTP (which could only be discovered if a genuine free market existed in the good being valued). 
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The fourth phase of the ideal ecolabelling scheme involves continuously updating the product selection 
criteria in order to include advancements in technology and to stimulate improvements in the 
environmental performance of products over their life-cycles. 
 The main theoretical problem with attempting to update product selection criteria in this manner is 
that it assumes that firms would continue to innovate, despite the fact that their innovations might 
become less relevant to product marketability if not included by the ecolabel authority. In fact, many 
companies might only seek innovations that ensure compliance with existing criteria rather than pursue 
potentially groundbreaking technologies. Given the fact that the ecolabel authority is unable to 
distinguish which innovations have environmental benefits (see above), let alone to distinguish a priori 
what other benefits the innovations might provide to consumers, it seems likely that firms will be more 
cautious about investing in research and development on products which are ecolabelled. The less 
frequently that product selection criteria are updated, the worse this problem will be. Worse, the 
innovation-stifling effect of the ecolabel product selection criteria may, perversely, lead to the 
persistence of environmentally inferior technologies (see Chapter 6). 

Ecolabelling and Trade 
The proliferation of national ecolabelling programmes over the course of the past decade has led to a 
concern that such programmes may create a barrier to free trade. Indeed, in the past few years, the 
impact of ecolabels on trade has been discussed at the General Agreement on Tariffs and Trade (GATT) 
and its successor, the World Trade Organisation (WTO), at the United Nations Conference on Trade 
and Development (UNCTAD) and at the International Standards Organisation (ISO) – which is 
contemplating an international technical standard for ecolabelling as part of ISO 14000 (The 
International Business Monitor, 27 April 1995, pp. 1-2). In addition, the two extant regional 
ecolabelling programmes – the five-member Nordic Council scheme and the 15-member EU scheme – 
were developed, in part at least, because of concerns over the impact that a plethora of national 
schemes would have. These concerns include:6 

•  First, the cost of ensuring that a product meets the different criteria necessitated by different 
schemes would most likely be higher than the cost of meeting only one set of criteria. Moreover, 
there may be (indeed, are) instances where the criteria of two or more schemes are mutually 
exclusive – so that it would simply not be possible to sell the same product in every country with an 
ecolabel from each. Ironically, even the two ecolabelling authorities in Sweden, the state-run Nordic 
Swan and the private Swedish Nature Federation scheme, have product selection criteria for some 
detergents which are so different that products meeting one set of criteria can fail to meet another 
(telephone interview, Chris Holmes of Procter and Gamble, 3 June 1996). 

•  Second, even where several ecolabels could be applied to an individual product, this would require 
manufacturers either to package their goods differently for each country where an ecolabel had been 
awarded, or to include an array of ecolabels on the same package. The first option is clearly 
expensive, whilst the second may cause confusion amongst consumers. 

                                                   
6 The concerns adumbrated here are those which are likely to result from the existence of national and regional ecolabelling schemes even 

if all the provisos in GATT are adhered to. For an overview of possible GATT objections to ecolabels see e.g. Subedi (1995) and Zarsky 
(1993). 
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•  Third, ecolabelling schemes are likely to reflect the concerns of pressure groups in the country 
where the label is developed. As a result, ecolabel criteria are likely to favour goods produced 
locally and, so, discriminate against foreign  goods (see Chapter 4). 

•  Fourth, if national governments include ecolabelling as a requirement in their procurement policies 
(for those categories of goods for which ecolabels apply), then, in the absence of an international 
ecolabel, the requirement may specify that only the ecolabel issued by the purchasing country’s 
authority is acceptable. So this may be used as an excuse to procure from favoured indigenous 
firms.7 

In sum, ‘eco-labelling could serve, explicitly or inadvertently, to obstruct the “greening” of trade and to 
promote domestically-produced products – whether or not they are truly “best” for the environment’ 
(Zarsky, 1993, p. 2). 
 Whilst perhaps overcoming some of these problems, an international ecolabel would be no more 
reliable as a source of environmental information than any other ecolabel. Indeed, it may be even less 
reliable, since locational differences in environmental impacts are likely to be more extreme. There are 
two main reasons for this. First, differences in climate, landscape, and habitat mean that the ecological 
impact of any activity will vary significantly from country to country. For example, effluent discharged 
into a watercourse during the production of paper is likely to have a more significant ecological impact 
on a slow-moving river than on a fast-moving one. Second, perceptions of the seriousness of the 
environmental impact will vary from country to country. For example, many people in Britain might 
perceive a ten hectare landfill (waste disposal site) as an odorous, disease-ridden blot on the landscape, 
whilst many people in India might view a similar site as a source of employment and of raw materials. 
Furthermore, an international ecolabel is at least as likely to stifle innovation as is a national ecolabel 
(see Chapter 5). 

Summary and Conclusions 
Experts who are charged with the task of developing an ecolabelling scheme (ideal or otherwise) are 
likely to encounter a number of more-or-less intractable problems: they will not be able rationally to 
select product categories; they will not be able rationally to set product category boundaries; they will 
not be able to take into consideration all the physical effects which a product has on the environment 
during its life-cycle; they will not be able accurately to estimate the impacts of these effects and they 
will not be able continuously to update the ecolabel product selection criteria. It should be stressed that 
these are not merely ‘technical’ problems: they cannot be resolved or avoided. So the claim that 
ecolabels might guide consumers to more environmentally sound purchases is untenable. Furthermore, a 
number of commentators have suggested that national ecolabels may become a barrier to trade; it seems 
unlikely that an international one would be any better. 
 Finally, a question: ‘Are experts really better than consumers at making decisions about which 
products are most environment-friendly?’ In response, it is perhaps worth pointing out the one major 
advantage that consumers have over experts in processing environmental information: many of the facts 
                                                   
7 This seems to have been the experience with electrical standards, where government officials in certain countries appear to have utilised 

the national standard as a means of discriminating against outside firms (personal communication, James Morris, Managing Director, 
Electrothermal Engineering Ltd). 
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which the experts are unable to acquire are, in fact, known by consumers: consumers know how much 
they use a product, how many times they reuse it, and how they dispose of it. It seems reasonable to 
ask, therefore, whether this personal knowledge could not be harnessed more effectively than it is in an 
ecolabel. Some provisional answers to this problem are discussed in Chapter 7. 
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4. The Political Economy of Ecolabelling 
In Chapter 3, it was shown that criteria for ecolabels could not be set through expert opinion alone, 
since objective data regarding the impact of a product on the environment are not obtainable. As a 
result, ecolabelling authorities have established procedures for setting criteria which, although 
incorporating the views of certain experts, rest in large part upon the decisions of the officials running 
the scheme. These decisions are, in turn, influenced by the various ‘stakeholders’, who make 
suggestions regarding what they see as a desirable set of criteria. This chapter discusses how this 
process typically occurs. 

Stakeholders, Politics and Property Rights 
The current political discourse is replete with references to ‘stakeholders’. Simply put, these are the 
individuals and organisations who are able to influence the outcome of a decision-making process. 
Stakeholders may be divided into two categories: primary stakeholders, who have acquired a stake in an 
economic undertaking through the legitimate acquisition of the property upon which that activity is 
founded, and secondary stakeholders, who have been granted a stake in an economic undertaking on the 
grounds that they are, or may be, affected in some way by decisions made by the primary stakeholders 
(despite the fact that they have no formal rights to the property upon which the undertaking is founded). 
Examples of primary stakeholders  include: owners of company stocks, owners of taxis, trains, buses, 
ferries and aeroplanes, and owners of land. Examples of secondary stakeholders include: workers in 
firms who are not owners of the firm’s stock (but who might be affected by a decision to cut staff or to 
reduce wages), passengers on public transport systems who do not own stock in the system (but who 
might be affected by a decision to raise fares or eliminate services) and ramblers who walk along a 
footpath traversing someone else’s land (and who might, therefore, be affected by a decision to charge 
for the use of the footpath or to turn it into part of a golf course). The effect of enfranchising the second 
group of stakeholders is to change the de facto rights to property: no longer do the de jure owners of 
property have exclusive rights to use, exchange and dispose of that property as they wish (within the 
confines of the operational legal system) because for many decisions regarding the use, exchange, and 
disposal of the property, the primary stakeholders must first obtain the approval of the secondary 
stakeholders. 
 In most cases, secondary stakeholders both acquire and invoke their de facto rights to other people’s 
property through the political process. The reason for this is that secondary stakeholder rights are not 
usually granted to specific and identifiable groups, rather they are rights granted to the population at 
large (for example: the right to object to the erection of a building, landfill site or quarry; or the right to 
object to the closure of a factory). However, these rights are appropriated by specific groups through 
what is known as the ‘consultation’ process, which works approximately as follows. First, a decision by 
a primary stakeholder (such as a plan to convert a textile mill into offices and art galleries) is advertised 
(often to ‘the public’ but sometimes only to a select few) in accordance with applicable statutes (which 
were typically issued by politicians in response to the demands of certain stakeholders). The stakeholder 
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groups then meet, usually in the presence of state officials (politicians and/or civil servants), and strike 
a compromise. 

Stakeholders and Ecolabels 
In the context of ecolabelling, the primary stakeholders are the owners of the ecolabel mark, whilst the 
secondary stakeholders include all those who produce products in categories to which the mark applies 
or might be applied, as well as a number of other groups, such as environmental and consumer 
organisations, who may gain useful publicity or advance particular interests by being associated with 
the ecolabelling process.  
 As Chapter 3 showed, it is not possible to select either product categories or product selection 
criteria in an ‘objective’ manner, so at some stage in the process someone’s subjective assessment must 
be invoked. Clearly, the various stakeholders affected by ecolabel schemes have an incentive to 
influence the nature of this subjective decision. Below we discuss the implications of this for both 
privately run and state run ecolabel schemes. 

Ecolabelling by Private Sector Companies 
There are currently two privately run ecolabelling schemes: Green Seal in the US and Bra Miljöval 
(‘Good Environmental Choice’) in Sweden. Both marks are run by non-profit organisations. At each 
stage in the criteria-setting process, the individuals running the schemes are likely to be subject to 
external influences. 

Category Selection 

The operators of Green Seal admit that, at the category selection stage, they accept proposals from 
both industry and the public. The board of Bra Miljöval, on the other hand, claim to select product 
categories independently. One explanation for this difference may lie in the administrative structure of 
the two organisations: Green Seal is an independent organisation, whilst Bra Miljöval is run by the 
Swedish Nature Federation (SNF). As a result, the product categories selected by the Bra Miljöval 
board may be dictated by the interests of SNF as a whole (for example, if SNF has campaigned against 
the use of a particular product, then it might seek to utilise Bra Miljöval to highlight this campaign), 
whilst the product categories chosen by the Green Seal board are more likely to reflect certain outside 
interests (for example, Green Seal categories may be chosen to coincide with campaigns by certain 
environmental organisations, by stores, or by producers). 

Setting Product Selection Criteria 

At the initial product selection criteria setting stage, those responsible for deciding the criteria to be 
applied will require a significant amount of production-process-specific information. Since this 
information can only be provided by those manufacturers making products in the category for which 
criteria are being developed, consultation with such firms is necessary at this stage. Certain 
manufacturers may gain competitive advantage if the product selection criteria are set in such a way 
that they can be met with ease by their product(s). Clearly, both  manufacturers who are likely to gain 
and those who are likely to lose from a particular set of selection criteria will attempt to influence the 
criteria-setting process and will utilise their access to production-process-specific information as a 
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means to achieve this (for example, by carrying out PLCAs utilising privately held information), 
thereby becoming secondary stakeholders in the ecolabel. 
 In addition, various other groups are likely to seek to influence the product selection criteria. In 
particular, environmental organisations and certain retailers may seek to ensure that selection criteria 
favour products or processes which they have promoted as being environment-friendlier (such as 
reusable diapers or reusable glass bottles). These groups are able to achieve stakeholder status by 
providing the ecolabelling organisation with credibility enhancing support – for example, by including 
the ecolabel scheme in their own promotional material, or by endorsing the ecolabel.1 

Ecolabelling by the State 

In most cases, the owner of the ecolabel mark is an emanation of the state – typically a quasi-non-
governmental-organisation (QUANGO). The extent to which the ecolabelling quango is subject to 
external influence will be determined, in part, by the mandate under which it operates. But the setting of 
this mandate is itself open to external influence. This is because even politicians who attempt to act in 
the public interest have only a limited capacity to process information, so they tend to acquire 
information primarily from those stakeholders whom they perceive to be most important. 
 The operators of ecolabelling programmes (including private organisations such as Green Seal) 
typically advertise the fact that external consultation occurs at each stage in the development of an 
ecolabel as a benefit – implying that the ‘democratic’ process of consultation with ‘the public’ improves 
the chances of product categories being chosen and criteria being set in an objective fashion. This is, of 
course, nonsense: ‘consultation with the public’ is simply the process by which secondary stakeholders 
influence the decisions regarding which product categories and which product selection criteria are 
chosen. A classic example of the way ‘the public’ is consulted can be seen in Article 6 of the EU Eco-
Label, which states: ‘[w]ith a view to the definition of the product groups and the specific ecological 
criteria ... and before submitting a draft to the Committee ... the Commission shall consult the principle 
interest groups who shall meet for this purpose in a consultation forum ... [which] should involve ... 
representatives of ... industry, commerce, consumer organisations [and] environmental organisations’  
(OJ No. L 99, 11.4.92, p. 3). 
 Moreover, in many cases critical stakeholders are simply left out of the decision-making process, so 
that the product selection criteria become a means by which particular groups promote their own 
favoured products. Two examples illustrate this point. 
 First, Eco-Labels have been developed in the absence of representatives of non-EU producers, so 
these producers have been unable to ensure that their particular circumstances are accorded due 
attention. Thus, Brazilian pulp and paper producers feel that the criteria for tissue paper unfairly 
discriminates against them (ABECEL, 1995). This is understandable when one considers that one 
criterion puts strict limits on the atmospheric emission of sulphur dioxide (SO2). This criterion was 
included because of concern about the acid rain problem in Europe; but this is clearly less relevant in 
Brazil, which has no acid rain problem. Moreover, since European producers already have to meet 

                                                   
1 The ecolabelling organisation will, of course, be open to influence in a similar fashion when it upgrades the product selection criteria. 
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strict regulations concerning the emission of SO2, this Eco-Label may become a means of protecting 
indigenous producers. 
 In a similar example, the final draft ecolabel paper criteria (subsequently modified after Brazil, the 
United States, and other nations vociferously objected to the proposed language) recommended that 
companies must be able to show that their forestry practices meet the principles of sustainable forestry 
set forth in the Helsinki Accord. Yet these principles establish practices relevant to northern European 
forestry in temperate zones. The principles are not applicable to Brazilian circumstances in which trees 
grow quickly, coming to maturity in around 10 years, or to tree farm conditions in the United States. 
 The European Union eventually tried to address this distinction by including language that indicated 
that companies must use forest management practices like the Helsinki Accord or other appropriate 
management practices. 
 Second, in both Sweden and Germany the criteria setting process has been dominated by 
environmentalists – often leaving industry out of the picture. This has had some bizarre consequences. 
For example, the original Blue Angel for laundry detergents could only be applied to products in which 
ingredients were sold as ‘building blocks’ (separate chemicals which the consumer mixes in the 
appropriate quantities for the particular wash). Prior to the launch of the Blue Angel, building block 
detergents represented about 1 percent of the laundry detergent market. After its launch, this share went 
up to 1.5 percent ... and then promptly fell back to 1 percent again (presumably because those 
consumers who bought the product because it had been awarded the ecolabel rapidly became aware of 
its disadvantages). Here, the failure sufficiently to include manufacturers in the criteria setting process 
resulted in the criteria being set in such a way as to favour products which few consumers want to buy. 
More bizarre, perhaps, are the criteria for batteries set by Bra Miljöval. These require that the batteries 
contain less than 1 part per million (ppm) each of mercury, cadmium and lead; but the instruments 
specified by Bra Miljöval for measuring the quantities of these heavy metals are only accurate to 5 ppm 
(telephone interview with Khush Marolia of Duracell, 11 June 1996). Here, the failure to include 
manufacturers in the criteria setting process has led to the imposition of a criterion which is impossible 
to verify. 

Political Self-Interest 

Complicating matters further, it is possible that the decision-makers themselves may have some 
personal interest in outcomes2 – so that their decisions may be artificially biased towards a particular 
stakeholder group. This problem may be worse when ecolabels are set by the state because the primary 
stakeholders, the voters, have little incentive or ability to control such political self-interest: Politicians 
are likely to favour those stakeholders which seem most willing to offer them electoral support – be it 
through financial support for their party or through direct endorsement of a particular candidate 
(Niskanen, 1971; Tullock, 1977). Moreover, the fact that no objective criteria exist for category 
selection or product criteria selection makes it very difficult to detect such behaviour (since there is no 
‘objective’ set of output data with which to compare the actual set). 

                                                   
2 Such as offers of future employment in the firms of certain stakeholders, or an implicit agreement to use a decision-maker’s law practice 

or consultancy. 
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Lobbying in Action: the EU Eco-Label 

The evolution of the EU Eco-Label provides an excellent example of how the actions of various 
stakeholder groups determine the mandate under which the ecolabelling authorities operate, the product 
categories which are chosen for labelling and the product selection criteria which are set. 

Demand for the Eco-Label 

In the late 1980s, interest groups throughout Europe began to lobby for the introduction of ecolabels, 
arguing that consumers were being misled into buying what Friends of the Earth called ‘frothy green’ 
goods – that is, goods which are labelled with spurious claims of environmental superiority (ENDS 
173, June 1989, p. 3). In Britain, groups such as the Consumers Association and the Co-operative 
Wholesale Society were instrumental in encouraging the Department of the Environment (DoE) to push 
for the development of an ecolabel (ibid.).  
 At about the same time, several interest groups, including the Confederation of British Industry 
(CBI), the DoE, the German Industry Federation, and the European Directorate General responsible for 
the Environment (DGXI), began to argue that the proliferation of national ecolabelling schemes might 
create a barrier to trade and, so, favoured the creation of an EC-wide scheme (ENDS 174, July 1989, 
p. 3; International Environment Reporter, June 1990, p. 233). 
 Against the idea of an ecolabel (EC-wide or otherwise) – mostly on the grounds that it would create a 
barrier to trade or result in unnecessary costs – were: several overseas trade groups, representatives of 
some foreign governments, and many companies (mostly foreign). These groups were primarily 
concerned that they would not be party to the product selection criteria setting process and, so, could 
expect criteria to be set in a fashion which would not be favourable to them.3 
 However, since most of the objectors were foreign, and since voter involvement in the issue was 
apparently not great,4 the Eco-Label became a reality – but not before many battles had been fought 
over how it should be structured. 

Who Should Operate the Eco-Label? 

In 1989, a battle began over who should be responsible for making the decisions regarding product 
categories and product selection criteria for the EU Eco-Label. Officials from several member states 
argued that most of the decisions, including the  development of product selection criteria and decisions 
concerning which products fulfil these criteria, should be taken at a national level. For example, British 
officials argued that the Commission should only be involved at the criteria setting stage, whilst French 
officials suggested that each member state should develop its own scheme but that there should be 
mutual recognition of different national schemes. The European Commission, on the other hand, was in 
favour of a more centralised system, with control firmly in the hands of the European Commission 
                                                   
3 It is also worth briefly noting the case of the German state officials, who were initially hostile to the creation of an EC-wide ecolabelling 

programme – because it presented a threat to their Blue Angel scheme – but who changed their position in response to lobbying by 
German companies, which believed that they could benefit by selling the products they had developed for the Blue Angel programme – if 
the Eco-Label criteria were sufficiently similar to those for the Blue Angel (ENDS 183, April 1990, p.  24). 

4 I am not aware of any studies addressing this issue, but it seems unlikely that the Eco-Label would be a significant voter issue – 
compared, say, with the Social Chapter or the Single Currency. 



 

 42 

bureaucrats. The primary reason for these differences of opinion seems clear: the greater the control 
any particular person has over the decisions made by the ecolabelling authority, the more likely that 
person is to benefit (either electorally or financially) from the decisions made – so national politicians 
and civil servants favoured an ecolabelling authority on home turf,5 whilst Commissioners and 
Eurocrats favoured an ecolabelling authority in Brussels. 
 After much wrangling, a draft proposal to establish the ecolabel scheme was issued by the 
Commission on 11 February 1991. This set out a highly centralised system,  with the following five 
layers of bureaucracy (OJ No. C75, 20.3.91, pp. 23-28; ENDS 193, February 1991, pp. 23-24): 

•  National Competent Bodies would have three principle functions: (1) to pass on suggestions of 
potential product categories to the Advisory Committee (see below); (2) to carry out initial 
assessments of products for which an ecolabel has been requested; (3) to act as contracting agent for 
successful applicants. 

•  The European Environment Agency would (once established) carry out, at the request of the 
Commission, ‘preparatory work of a scientific and technical nature’. 

•  The Advisory Committee would decide which product categories were chosen and would take final 
decisions on the criteria to be applied for each product category. 

•  The Ecolabelling Jury would consider applications for ecolabels which had been passed by national 
competent bodies. 

•  The European Commission would have the final say in the product selection criteria and whether a 
label was awarded. 

Politicians in several member states voiced their grievances at the centralisation of power which this 
proposal represented. As a result, a compromise was reached in which two layers of the proposed 
bureaucracy were eliminated (namely: the Jury and the European Environment Agency) (OJ No. L 99, 
11.4.92, pp. 1-7). As a result, the National Competent Bodies were granted significantly more power 
than would have been the case under the draft proposal. 
 However, disputes over the structure of the Eco-Label bureaucracy continued after the Regulation 
establishing the scheme had been passed. In August 1994, one official in the Industry Directorate said 
that his Directorate was ‘being reproached [by industry] for not establishing criteria that are scientific’ 
and suggested that, in order to redress this problem, ‘The Commission should take a more active rôle’ 
(quoted in Environment Watch Western Europe (EWWE), vol. 3 (15), 5 August 1994, p. 2). Apparently 
at the other extreme was an official in (then) Commission President Jacques Delors’ office who, 
‘described the scheme’s decision-making procedure ...  as “completely mad”, ... said he personally 
believed that ecolabelling should be left to private business, national ecolabelling agencies, or possibly 
the new European Environment Agency ... [and] made clear that Delors’ office would continue to block 
the Commission’s formal approval of the criteria for tissue products and soil improvers’ (ibid.). Uniting 
                                                   
5 The French subsequently launched their own ecolabelling scheme, NF-Environment, on 25 June 1992, as a fait accompli, with fifteen 

products in the paints and varnishes category already labelled (European Environment, 30 June 1992, p. 16) 



 

 43 

these apparently disparate criticisms of the EU Eco-Label was an objection to the criteria proposed for 
tissue paper, which foreign paper and pulp producers had argued were unfairly biased against their 
products and had lobbied the Commission in an attempt to get them changed (see below and EWWE, 16 
September 1994, p. 8). The mechanism favoured by the Commission for achieving this objective was to 
create a new European ecolabelling board which would comprise members of national ecolabelling 
boards and certain interest groups (EWWE, 7 October 1994, p. 2). 
 In response, John Gummer, the UK environment secretary, harangued the European Commissioners 
for failing to implement the Eco-Label Regulation. Speaking at the Prince of Wales Business 
Environment Programme Seminar, Gummer stated that, ‘Fast track Britain has fought for a European-
wide labelling scheme to give customers choice when they buy environment-friendlier goods. We are 
backed by industry and supported by the council of ministers and the European Parliament. Now the 
European Commission appear to have defied all of us’ (Department of the Environment News Release, 
15 September 1994, p. 1). Environment ministers from three other EC states – Denmark, the 
Netherlands and Luxembourg – then joined Gummer in calling for the Council of EU environment 
ministers to issue a statement urging the Commission ‘to get on with it’ (diplomat quoted by EWWE, 16 
September 1994, p. 7). In addition, a number of British environmental pressure groups, acting under 
the auspices of the European Environment Bureau (EEB), launched a defence of the status quo (Press 
release, EEB/Council for the Protection of Rural England, 26.9.94). 
 At the 4 October meeting of the environment ministers, Svend Auken, the Danish minister, threatened 
the Commission with legal action for failing to comply with legislation if the criteria were not finalised 
by December, whilst John Gummer, ‘visibly angry, was reported as telling EU Environment 
Commissioner Yannis Paleokrassas that civil servants who do not carry out what the Council has 
decided should be sacked’ (EWWE, vol. 3(19), 7 October 1994, p. 1). In response, ‘Paleokrassas 
assured the Council that there would be speedy progress on the product groups awaiting a final 
decision’ (op. cit., p. 2). 
 Following this meeting, the Commissioners’ plans to change the administrative structure of the Eco-
Label were dropped and, on 15 November 1994, the Commission approved the criteria for soil 
improvers and tissue paper (International Environmental Reporter, 30.11.94, p. 975). But all this 
political wrangling so held up the implementation of the Eco-Label that until the beginning of 1996 
only one Eco-Label had been awarded – and even by mid-1996 only three had been awarded. 

Who Should Develop the Criteria? 

Even before the mechanism for developing the product selection criteria had been established, the 
distribution of responsibility for setting provisional product selection criteria was being agreed. In 
November 1990, the development of criteria for four product categories was decided: Germany got 
detergents, France got paints and varnishes, the UK got washing machines, and Denmark got paper 
products (ENDS 190, November 1990, p. 19). 
 This pilot study provided national ecolabelling authorities with an opportunity to influence the way in 
which future assessments would be carried out. For example, the ENDS report (op. cit., p. 20) noted 
that ‘Germany regards its study on detergents as an opportunity to press its own specification for 
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assessments, developed during more than a decade of operating its own Blue Angel ecolabelling 
programme, into the Multi-Partite Committee structure.’ 
 In general, the responsibility for developing criteria has been distributed amongst authorities in 
member states according to the particular interests of those authorities, which, in turn, reflects the 
pattern of stakeholder lobbying in each country. In particular, industrial interests seem to be the most 
influential stakeholders at this stage: ‘On the whole, there is a distinct correlation between a member 
states’ manufacturing interests and the product criteria which they choose to study’  (IBM, 1995, p. 6). 
This correlation seems to support the hypothesis that ecolabels will be used as a (non-tariff) barrier to 
trade. 

How Should the Criteria be Set? 

Prior to the publication of the European Commission’s report into ecolabelling, the UK Department of 
the Environment set itself apart from other national environment agencies by suggesting that the 
ecolabel should not be based on product life-cycle analysis but should be awarded simply on the basis 
of a product’s environmental performance when in use. In support of this suggestion, it was argued 
that, since manufacturers and disposers already met all relevant environmental regulations, it was not 
necessary, and would effectively be double counting, to include environmental impacts at the production 
and disposal stages (ENDS 175, August 1989, p. 24). By the same reasoning, however, it could be 
argued that consumers already pay for the environmental impacts of the electricity they consume, the 
water they use and the effluent they emit, since the companies providing these services are subject to 
similar regulations to those faced by the producers of other goods and services. In other words, if this 
argument were carried through to its logical conclusion, it is an argument against ecolabelling per se.6 
It is possible that, in arguing for selection criteria based only on the impact of a product in use, the DoE 
was acting in support of certain British firms which would benefit from an ecolabel that ignored 
environmental impacts at the production and disposal stages. 
 However, in January 1990, immediately prior to the publication of the EC discussion paper on 
ecolabelling – which argued in favour of a full PLCA – the DoE relented (ENDS 180, January 1990, p. 
22).7 As a result, there was now unanimous support for the use of PLCA in the Eco-Label and, after 
further disagreements over methodology were settled, it was subsequently embodied in the Regulation 
(see Article 5(4) of Council Regulation EEC 880/92). 
 As previous chapters have shown, PLCA does not provide an objective measure of the relative 
environmental impact of different products. Even taking into consideration  the fact that no other 
methodology for assessing the relative environmental impact of different products exists, it seems 
reasonable to infer that the preference amongst policy makers for using PLCA as a basis for developing 
product selection criteria stems from the heavy promotion of PLCA by certain organisations and the 
ostensible appearance of scientific objectivity that use of PLCA confers on the process.  
                                                   
6 Of course, it suffices to say that environmental regulations probably do not internalise all the environmental costs of any activity, nor do 

they typically reduce environmental impacts in an efficient manner. 

7 It seems likely that this was a concession to the EU intended to strengthen the UK’s bargaining position in future negotiations over 
product selection criteria. 



 

 45 

The Eco-Label for Paints 

When the Eco-Label criteria for paints were being developed, a significant difference of opinion 
emerged between those representing countries in the South and those representing countries in the North 
of Europe. The cause of this disagreement centred on the fact that in southern countries the warmer 
climate means that low-solvent paints dry more quickly and give poorer rates of cover than they do in 
the colder northern climes. Moreover, Denmark, Sweden and Austria were demanding that the criteria 
prohibit volatile organic compounds (VOCs) altogether, claiming that these substances have been linked 
to brain damage (EWWE, 17.2.95, p. 2; IBM, 1995, p. 8), whilst at the other end of the spectrum the 
European paint industry federation, CEPE, was calling for uniform VOC limits of 250 grams per litre 
(ENDS, 202, November 1991, p. 26). Initially, a compromise solution was brokered in which Eco-
Labelled emulsion paint sold in Southern Europe could contain 60g/l of VOCs, twice the level of those 
sold in Northern Europe. But the final Eco-Label criteria no longer allowed for such subsidiarity.  
Instead, the demands of the Northern states were acceded to, with permissible levels of VOCs set at 
30g/l for emulsion paint and 200g/l for varnishes and gloss paints (EWWE, 17.2.95, p. 7). This 
decision was independent of any assessment that such levels would meaningfully reduce the risk of 
adverse human health or environmental impacts. 

Six manufacturers have so far acquired ecolabels for their paints from various awarding authorities. 

The Eco-Label for Detergents 

In its pilot study, the German ecolabelling authority, the Umweltbundesamt, proposed criteria for 
detergents which would have barred any product containing phosphate from obtaining the label (ENDS 
190, November 1990, p. 20). The principle reason for this is that certain individuals in the 
Umweltbundesamt (in particular, the then head of operations, Poremsky) had waged a campaign 
against phosphates in Germany, which had included a total bar on their inclusion in the Blue Angel 
criteria for detergents, and were keen to convey this anti-phosphate message across Europe. In the end, 
a compromise solution was brokered in which phosphates were allowed, but would be restricted 
through the application of a critical dilution volume for eutrophication (CDVeutroph) hurdle.8 
 No manufacturer has yet applied for an Eco-Label for detergents. 

The Eco-Label for Washing Machines 

The delays in implementing the Eco-Label (delays which, as was shown in Chapter 3, are largely 
inevitable) meant that the data used in the ecolabelling criteria for washing machines were at least two 
years out of date by the time the label was introduced. As Bernadette Valley, director of the Women’s 
Environmental Network, pointed out in June 1993, ‘one third of the market already meets the key 
criterion, that of energy efficiency ... [and] by the time the logo is appearing in the high street so many 
of [the manufacturers] will be able to meet the energy criteria by continuing normal efficiency upgrades 

                                                   
8 Initially, this criteria was to be allowed only if the country issuing the ecolabel had wastewater treatment plants which could deal with 

phosphates (EWWE, 20/5/94, p. 9; ENDS 232, 5/94, p. 8). However, following more negotiations, the CDVeutroph hurdle was adopted 
more generally, but an additional requirement that all hurdles be cleared was added (previously, products had been allowed to exceed 
one hurdle so long as the total number of ‘points’ scored by the product on all the labelling criteria is below the maximum allowed.) 
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that the logo will have little effect’ (‘Bungled chance to help some shoppers buy green’, Independent, 1 
June 1993). 
 Despite the fact that many washing machines would probably pass the criteria, only Hoover has 
applied for the label – which now adorns its ‘New Wave’ range of washing machines.  

The Eco-Label for Tissue Paper 

The product selection criteria initially developed by the Danish ecolabelling authority for the Eco-Label 
on tissue paper (kitchen towels and toilet paper) included stringent restrictions on emissions of 
chlorinated organics (AOX), SO2, and the volume of wood consumed. Pulp and paper producers from 
the US, Canada and Brazil objected to these criteria on a number of grounds. In particular: the AOX 
criterion was not seen to be applicable to countries with relatively fast-flowing waterways; the SO2 
criterion was not seen to be relevant to countries which have no acid rain problem; and the criterion for 
consumption of wood was not seen to be applicable to firms which manage their forests in a sustainable 
manner. But, under the terms of the Eco-Label Regulation, these groups were denied access to the 
criteria setting process, so their only recourse was to other parts of the Commission – in particular, the 
industry directorate. 
 Despite fierce lobbying for ‘transparency and direct participation by third-party interests in the 
development of EU ecolabel product sectors and award criteria,’ the groups were still denied access to 
the criteria setting process (EWWE 1.7.94, p. 1) and, although the Commission delayed ratification, 
only minor changes were made to the criteria (EWWE 18.11.94, p. 7). However, the final criteria were 
still not acceptable either to the Brazilian paper organisation, ABECEL, or to the American Forest and 
Paper Association. As a result, the Brazilian government suggested that it might make a complaint to 
GATT on the grounds that the Eco-Label constitutes a de facto barrier to trade (ibid.), an argument 
which has some merit, since it has been estimated that almost all Danish paper firms could already meet 
the criteria when they were established.9 
 To date, two manufacturers have applied for and received the  Eco-Label for tissue paper. 

Green Seal’s criteria for towels and tissue paper 

The contest over product-selection criteria for tissue paper in part reflects general problems associated 
with evaluation of environmental impacts. These difficulties make lobbying likely. Green Seal’s criteria 
for towels and tissue paper illustrate the problem. Green Seal recommends for towels and tissues 
‘unbleached or TCF [total chlorine free] products over ECF [elemental chlorine free] products, but all 
three are better for the environment than products made with elemental chlorine’ (Green Seal, Choose 
Green Report). Yet a Finnish report viewed the ‘recent literature concerning environmental effects of 
pulp mill effluents in the light of introduction of new bleaching technologies’ (Tana and Lehtinen, 1996) 
and noted that ‘whereas the environmental impacts of ECF pulp bleaching, as well as other bleaching 
technologies, have been extensively investigated, comparably little is published about TCF pulp 
bleaching in the open literature’. The report adds, ‘the development of TCF pulp bleaching technologies 
was brought about more by NGO-driven concerns than scientific evidence regarding the potential 

                                                   
9 One of the main reasons for this is that EU regulations on emissions of AOX and SO2 are already far stricter than those in Brazil. 



 

 47 

effects of the chlorinated substances formed in the bleach plants in the 1980s’ (ibid., p. 6). The report 
later concludes that in modern mills, ‘the chlorinated organics (AOX) in the effluents do not contribute 
significantly to the toxicity of the effluents’. Moreover, ‘a comparison of toxic responses of bleach 
plant and whole mill effluents from mills using different schemes for non-chlorine bleaching, i.e., ECF 
versus TCF bleaching, shows that neither technical concept invariably produces effluents with a lower 
toxic potency. Thus, according to studies made to date, ECF and TCF bleaching are not possible to 
separate in terms of their potential to produce detrimental effects in the aquatic ecosystem’ (ibid., p. 
83). 
 Despite these uncertainties, several ecolabelling programmes have focused on TCF bleaching as the 
recommended option to reduce environmental impacts. Such recommendations serve to benefit certain 
firms in those nations whose governments have required or encouraged fundamental changes in 
bleaching technologies toward TCF options, yet this recommendation may yield no real environmental 
gain. 

The Future of the Eco-Label 

To date, Eco-Labels have been awarded to only nine manufacturers. This lack of response from 
industry has led environmental organisations such as Greenpeace and Friends of the Earth to become 
disillusioned with the prospects for environmental improvement through a voluntary ecolabelling 
scheme – they have decided instead to focus their efforts on tighter regulation and enforcement 
(Environment Information Bulletin 34, July 1994, p. 18). However, the bureaucracy operating the Eco-
Label has become entrenched: the very existence of UK Eco-Labelling Board (UKEB) is contingent on 
the existence of the EU Eco-Label, so employees at the UKEB have worked hard to ensure that the 
Commission does not abolish it. This has reportedly entailed much ‘horse-trading’ between different 
national authorities. It is unclear exactly what kind of horse-trading is taking place, but it seems 
probable that acceptance of tighter standards on one criterion (for example, acceptance of low VOC 
emissions for paint) by one authority (say, Italy’s Ecolabelling board) are being traded for acceptance 
of looser standards on another criterion (say, acceptance of phosphates in detergents) by another 
authority (say, the Umweltbundesamt) (see e.g. Environment Information Bulletin 34, July 1994, p. 
18.).10 
 The Eco-Label was originally due for a major overhaul sometime between 1997 and 2000 but, in 
response to the lack of demand for labels, this was brought forward to the end of 1996. One possible 
change would have been to outlaw existing national schemes. This was favoured by a number of trade 
groups, such as the European Lighting Companies Federation, which has complained that ‘labelling 
“pollution” has reached such proportions that the lamp industry has to spend millions of Ecus to fight 
labelling inconsistencies all over Europe’ (Europe Environment No. 417, September 28, 1993). 
Outlawing national schemes would have the advantage of preventing national governments from using 
the national ecolabel as an excuse to procure from indigenous firms. However, by eliminating 
competition, it would also increase the power held by the other vested interests involved in the Eco-

                                                   
10 This observation was based on a claim attributed to Tessa Robertson, a former member of the UKEB. Michael Jones, a current member of 

UKEB, notes that ‘there has certainly not been any horse trading involving agreements about voting on different product groups’ 
(personal communication, 29 November 1996). 
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Label, thereby worsening the problems associated with such stakeholder involvement in the Eco-Label 
itself. 
 Another option would be for the Commission to use ecolabel criteria as the basis for Directives and 
Regulations. Indeed, there are worrying signs that the Commission is already beginning to think in this 
way. A report prepared for the Commission in 1992 on strategies to reduce emissions of volatile organic 
compounds (VOCs) recommended that the Eco-Label criteria for paints become statutory limits four 
years after their introduction as Eco-Label criteria (ENDS 209, June 1992, p. 21). Moreover, this 
tendency seems inherent in the way the Eco-Label has been conceptualised – as an ‘economic 
instrument’ in the protection of the environment, rather than a means of providing consumers with 
information which might help them to make product choices which more nearly satisfy their tastes. 

The final draft of the proposed changes to the regulations includes some interesting ideas (including 
the introduction of apparently more transparent procedures for criteria setting), but elimination of 
national schemes is not among them (indeed, this option appears to have been ruled out for the time 
being), whilst it remains to be seen whether or not ecolabel criteria shall become regulatory standards. 
Perhaps most interesting of the proposed changes is the introduction of a differentially rated Eco-Label, 
whereby products shall receive a rating from ‘one flower’ to ‘three flowers’ based upon their 
performance on the selection criteria. Given the intractable problems of establishing appropriate 
selection criteria, this change is not likely to improve matters. Indeed, it may even make matters worse 
by increasing the importance of spurious criteria and providing the consumer with specious accuracy. 

Summary and Conclusions 
It has been shown that at every stage in the ecolabelling process, secondary stakeholders 
(manufacturers, environmentalists and others) are able to affect the outcome. This conforms well with 
Mazey and Richardson’s (1993, p. 121) characterisation of environmental policy in the EC as ‘the 
balancing of competing interests and the emergence of managed participation’. But criteria setting by 
‘managed participation’ of certain special interest groups is very far from the ideal criteria setting 
methodology envisaged by the proponents of ecolabels. In particular, dominance by environmental 
organisations (as in Sweden and Germany) tends to result in irrelevant or commercially nonviable 
criteria which undermine the ostensive utility of the label, whilst dominance by industry (as seems to 
have occurred in the EU) tends to result in industrial protectionism rather than environmental 
protection. 
 In addition, the lack of voluntary uptake of the Eco-Label by firms suggests that this managed 
participation has resulted in compromise solutions that are not actually desired by the manufacturers.11 
Furthermore, this low uptake poses the ominous threat that the EU may soon use other persuasive 
methods to ensure that firms begin to label their products – including the threat that Eco-Label criteria 
may become regulatory norms. In the following chapter some disturbing evidence is presented which 
suggests that such methods have already been adopted in Sweden. 

                                                   
11 Of course, this observation rather contradicts the claim (made by some environmentalists) that the Eco-Label criteria setting process is 

dominated by industry. 
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5. The Impact of Ecolabels 
According to proponents of ecolabels, the ostensive objective of any ecolabelling programme is to 
improve the environment, so, clearly, the key measure of its effectiveness should be the impact it has on 
the environment. However, for two reasons, this impact cannot be estimated directly. First, no single 
measure of environmental quality can exist. This is because ‘the environment’ is a subjective construct: 
each individual has his or her own concept of what the environment is and what would constitute 
environmental improvement.1 Second, if a measure of environmental quality were  devised (and, despite 
the subjective nature of the environment, many people have attempted to do this), there are so many 
other factors affecting the state of the environment (such as changes in the regulatory framework, 
autonomous changes in productive processes and autonomous changes in the demand for particular 
products) that a simple correlation between the existence of an ecolabel and an overall improvement in 
environmental quality would not tell us whether the ecolabel had caused that improvement.2 

 As an alternative, some analysts have suggested or implied that demand for ecolabelled products is 
itself a measure of the impact of an ecolabel.3 If environmental quality is indeed a subjective construct 
involving many sometimes competing goals, then this clearly is not so. However, even if one were to 
use some standard measure of environmental quality (for example, a weighted combination of variables 
such as atmospheric concentration of sulphur dioxide, nitrogen oxides and volatile organic compounds 
(VOCs), plus measures of the purity of watercourses such as biological or chemical oxygen demand), 
the impact of each product on environmental quality would be contingent on so many factors that it 
would not be possible to know which product had the lowest impact (see Chapter 3). Indeed, in many 
cases, a non-ecolabelled product may exist which has a lower impact on the environment.  So, whilst 
purchases of products which fulfil the ecolabel criteria might result in less harm to the environment 
than the purchase of non-ecolabelled products, there is no guarantee that this would be the case. 
Moreover, the indirect impact of an ecolabelling programme (stifling of investment, reduction in 
consumer choice) cannot be ignored (these issues are discussed in Chapter 6). 
 Since there is no way of measuring the impact of an ecolabel on the environment, the claims made by 
various individuals and groups that certain ecolabels have resulted in large environmental 
improvements should be taken with a pinch of sodium chloride. To illustrate this point, we now consider 
several such claims. 

The Impact of the Blue Angel for Paints 

                                                   
1 See also supra Introduction, note 4, p. 14. 

2 Since the introduction of an ecolabel can only be measured as a binary event (that is, either the ecolabel exists for a particular category 
at any moment in time, or it does not), any correlation, even in an apparently well-specified model, would not indicate that the ecolabel 
had caused this improvement in the environment. 

3 The most frequently cited examples of this seem to be demand for low-solvent paints and recycled paper in Germany (see below). 



 

 50 

One of the first Blue Angel product categories developed was for acrylic and ‘high-solid’ paints (these 
are the kinds of paint used for woodwork and metalwork).4 The product selection criteria for this 
category limited the proportion of volatile organic compounds (VOCs) to 10 percent for acrylic paints 
and 15 percent for high-solid paints. The first acrylic paint to display a Blue Angel was introduced by 
Glasurit in 1982; in 1987 ecolabelled paints represented approximately 16 percent of the total market 
for solvent-based paints in (West) Germany (ENDS, 1989); and by 1995 this figure had risen to just 
under 25 percent (telephone interview with Jerry Hodge, director, ICI paints).5 
 In 1990, the German government claimed that the Blue Angel for paints had reduced VOC emissions 
by 40,000 tons (OECD, 1991, p. 30). However, the environmental benefits resulting from this reduction 
should be viewed in light of the following. 
 First, any benefit (private or public) which has arisen from the shift towards low-VOC paints did not 
come without a cost. The paints which have a Blue Angel are more expensive to produce, which implies 
that scarce resources have been utilised in the production of these paints that might have been utilised 
more efficiently  elsewhere. 
 Second, an alternative set of ecolabel criteria might have had a similar impact at a lower cost.  
 Third, it is possible that low-VOC paints would have come onto the market even without the 
ecolabel. (Such paints might, for example, have been advertised simply as ‘low-solvent’, with the 
purported health benefits, rather than the environmental benefits, given  emphasis.) 
 Fourth, according to a report on ecolabels carried out by Environmental Data Services (ENDS, 
1989, p. 23), ‘Acrylic paints which carry the Blue Angel do not perform as well as more traditional 
products.’ Indeed, the report ascribes the poor sales of ecolabelled paint in the professional market to 
this poor performance, noting that ‘[w]hat counts for the professional decorator are aspects of product 
quality such as ease of application, colour and durability, and “environment-friendliness” ranks low on 
this list of purchasing criteria.’ Poor performance may also lead to a need for more coatings, hence 
more overall consumption to accomplish a given task. More use per task may undo any purported 
environmental benefits measured on a product weight or volume basis. 
 Fifth, since no ecolabel was applied to emulsion paints (which are by far the largest sector of the 
paint market), it is possible that some consumers bought ecolabelled acrylic paints for use on walls and 
ceilings because they thought that such paints would have a lower environmental impact. In fact, 
emulsion paints typically have much lower concentrations of VOCs than even the ecolabelled acrylic 
paints, so such purchasing habits would have been perverse indeed (ENDS 202, November 1991, p. 
26). 
 Finally, it is possible that some of the demand for low-solvent paint was the result of concern over 
the direct health impacts (rather than the environmental impacts) of solvent-based paints.6 Clearly, any 
reduction in emissions of VOCs which resulted from the use of low-VOC paint purchased primarily for 

                                                   
4 The Blue Angel is the German ecolabel scheme begun in 1978, which uses as its mark the emblem of the United Nations Environment 

Programme. 

5 However, nearly all of the demand for ecolabelled paint comes from the DIY market (which itself accounts for less than 50 percent of 
total market). 

6 In support of this suggestion, it is worth pointing out that when the first low-solvent high-solid paint was launched in the UK, the 
perceived health benefits were given as much space on the product label as the perceived environmental benefits. 
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its perceived health benefits should not be counted as a consequence of the ecolabel, but rather as a by-
product of health-conscious paint purchases. 

The Impact of the Blue Angel for Recycled Paper  

A Blue Angel for recycled paper was introduced in 1981. Since then, the percentage of recycled 
material in paper sold on the German market has steadily increased (OECD, 1991, p. 30). However, the 
size of the market for recycled paper has increased likewise in many other countries (where the fact that 
the paper is recycled is typically denoted by a triangle of arrows7 together with a statement regarding 
the percentage of recycled material used). In fact, by 1989, demand for recycled tissue paper was 
greater in Finland (where market penetration was 25 percent for kitchen towels and 23 percent for toilet 
tissue) and Austria (16 percent and 14 percent) than in Germany (7.2 percent and 10.2 percent) 
according to a survey commissioned by Fort Sterling (ENDS 183, April 1990, p. 25). Moreover, a 
recent survey of shoppers in Britain, carried out by the government-funded National Consumer 
Council, found that ‘claims on paper products were ... praised for their clarity ... Claims such as “100 
percent recycled” were felt to be clear and unambiguous’ (NCC, 1996, p. 47). Thus, it seems likely that 
the Blue Angel for recycled paper was primarily acting as an expensive substitute for this alternative 
means of providing information. 

The Case of the Blue Angel for Birdhouses 
On the principle that the use of recycled material is good per se, the Umweltbundesamt has been 
responsible for labelling many bizarre items (including reusable gas cartridges for whipped cream and 
soda siphons made from recycled gypsum) but none, perhaps, more bizarre than birdhouses. If product 
categories were selected on the basis of the relative impact on the environment, it seems unlikely that 
birdhouses would receive priority billing (nor would zinc-air batteries for use only in hearing aids, or 
hot-air techniques for control of wood infesting insects). The criterion that birdhouses should be built 
using recycled material has meant that plastic (a non-renewable resource) has been used in place of the 
more traditional wood (a renewable resource). Moreover, some birdhouses which had been awarded the 
ecolabel were found to contain dioxin levels five times higher than permitted by German statutes 
(EWWE, 18 Feb., 1994, p. 8). 

Summary and Conclusions 
It is not possible to measure the impact of any ecolabelling programme on the environment. Ecolabels 
tend to obscure relevant product information and may sometimes mislead consumers into purchasing 
products which, under the circumstances, result in the consumption of more resources and the emission 

                                                   
7 Two versions of this triangle are commonly used. The first is a 3-D-effect symbol (a ‘Mobius loop’) which is registered with the 

International Standards Organisation (ISO);  the European rights to use this symbol were originally owned by Continental Can but are 
now owned by the European Portable Battery Manufacturers Association. The second is a 2-D effect symbol which is a registered mark 
of the German standards association (DIN). One problem with both these symbols is that they are frequently used to imply that a product 
can be recycled (which is a fatuous claim, since almost anything can be recycled given sufficient resources). As a result, the symbol may 
give rise to consumer confusion (NCC, 1996). However, if the specific percentage of recycled material is also given, then it seems less 
likely to cause such confusion. 
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of more chemicals into the atmosphere and into water courses, than other, non-ecolabelled, products. 
Despite this fact, it is not possible to say that the purchase of such products is harmful to the 
environment per se, since such impacts depend on the types of resources consumed, the location of the 
emissions, and the subjective (and, hence, unmeasurable) impact of these changes to the natural 
environment on particular individuals. 
 However, the demand for many of the product categories for which ecolabels have been awarded is 
so low that the marginal impact of the ecolabel on the environment (good or bad) is likely to be small. 
In addition, uptake by manufacturers in several Blue Angel categories and most Eco-Label categories 
has been zero or close to zero. Moreover, even those ecolabels that proponents have claimed have had a 
significant impact on the environment (such as the Blue Angels for paint and paper) may have achieved 
these benefits only at a disproportionately high cost, both economic and environmental. 
 Furthermore, as the following chapter discusses, the indirect impacts of ecolabels are almost 
certainly harmful to the environment



 

 53 

6. The Unintended Consequences of Ecolabels 
This chapter discusses the unintended consequences of ecolabels, both on the environment and on 
society more generally. Some authors have suggested that ecolabels may have beneficial side-effects – 
for example, that they may create demand for environment-friendlier products and, consequently, 
stimulate firms to develop such products. Aside from the problems with establishing which products are 
environment-friendlier (see Chapter 3), there is, in fact, no sound theoretical reason why an ecolabel per 
se should have such beneficial side effects. In most cases, labels merely help consumers to act upon 
their pre-existing desires; they do not typically influence a consumer’s attitudes or subjective norms 
(Wynne, 1993, pp. 103-7).1 This chapter focuses on the negative side-effects of ecolabelling, paying 
particular attention to the problem of technological ‘lock-in’: the stifling of innovation. 

Efficient Markets, Lock-in and Ecolabelling 
Economic theorists have, for some time, been concerned about the problem of ‘lock-in’ to inferior 
technologies, that is: the continued dominance of a particular technology despite the existence, or 
possibility, of more efficient alternatives. Examples of such ‘lock-in’ which have been given include: the 
dominance of the VHS video recording format (which is often perceived to be of inherently lower 
quality than Betamax) and the persistence of the ‘QWERTY’ keyboard (the layout of which may be less 
ergonomic than some alternative designs, such as ‘DVORAK’). The reasons for lock-in are many and 
varied, and it is not clear that all examples of apparent lock-in are, in fact, inefficient. Consider the first 
example above. 

The Video War 

Despite the common perception that Beta was technically superior to VHS, the two formats were, in 
fact, technically very similar – the main difference between them being that VHS tapes are slightly 
larger than Beta ones. Thus, at the time of its launch in 1977, the longest VHS tapes could hold four 
hours of material (long enough to record a long film or a game of American football), whilst Beta could 
hold only two hours (Liebowitz and Margolis, 1995). 
 Betamax went on sale in the US in 1975, fully two years before VHS was launched. It seems likely 
that this head start which Beta had over its rival would have resulted in the creation of a network of 
interdependent consumers (that is, consumers who rely upon the fact that their friends have the same 
video recording technology and are, therefore, able to lend each other cassettes). Such interdependencies 
are a form of ‘externality’ (called a ‘network externality’), since individual consumers benefit from 
other consumers owning the same technology but do not pay for the privilege.2 Regardless of any 
                                                   
1 This is because, as Chapter 2 showed, consumers use labels as a cue for identifying certain product characteristics, not as a cue for what 

to believe or desire – in other words, labels may enable consumers to act on their attitudes and subjective norms but do not (usually) 
change them. 

2 Some economists have suggested that the mere fact that a technology is first to arrive may result in network externalities which prevent 
any alternative, superior, technologies from penetrating the market. 
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network externality which might have existed, however, VHS began to outsell Beta within two months 
of its launch (Liebowitz and Margolis, 1995). 
 Liebowitz and Margolis (1995, p. 231) conclude that, ‘The market’s referendum on playing time 
versus tape compactness was decisive and immediate, not just in the United States, but in Europe and 
Japan as well. By mid-1979, VHS was outselling Beta by more than two to one in the US. By 1983, 
Beta’s world share was down to 12 percent. By 1984, every VCR manufacturer except Sony had 
adopted VHS.’ 
 Despite the declamations of its detractors, the market is actually rather a good mechanism for 
ensuring that the most efficient technology is used for any particular job. As the video cassette example 
illustrates, network externalities are unlikely to militate against what consumers really want. However, 
where there are distortions to the market process, inefficient lock-in may occur. It is likely that ecolabels 
create just such a distortion; to see why, consider the following scenario. 

Lock-in by Ecolabelling 

Imagine that a product category has been chosen for an ecolabel, so that product selection criteria must 
be developed. During the time that the criteria are being developed, the various firms which are 
considering applying for an ecolabel on their product are placed in a state of uncertainty with regard to 
the technology which they might use for their new product, since they do not know precisely what the 
final criteria will be. As a result, the incentive to invest in the development of new technologies is 
diminished. So, at this initial stage, the mere possibility of an ecolabel has the effect of locking certain 
firms into the current technologies.3 And, of course, the longer that this process takes, the more serious 
the lock-in problem becomes.4 
 Once product selection criteria have been agreed, those firms which choose to ecolabel their 
product(s) lock themselves into a set of technologies (or a path of technologies) which conform to the 
ecolabel criteria. These criteria are likely to be set in such a way that some extant product(s) will pass, 
since they can only be based on current technologies and will encourage product development only 
along this technologically determined path. As a result, new technologies which may be environmentally 
superior in some respects but do not conform to the current product selection criteria will be locked out 
of the system until such time as new criteria are developed. Moreover, when new criteria are being 
developed, the lock-in effect means that producers of ecolabelled products will try to ensure that criteria 
favour the current technology path. (See Box 1 for an example of this perverse effect.) 
 In addition, the threat that criteria might change presents a further source of uncertainty to firms, so 
that the ecolabelling authority is faced with something of a Catch 22 situation: either it can review the 
ecolabelling criteria frequently and thereby ensure that at least some of the potential product 

                                                   
3 This  problem is made worse by the fact that some potential entrants to the market will delay entry until uncertainty over the product 

selection criteria is resolved. 

4 The time taken to develop an ecolabel for any product category would be contingent on several factors, including: the number and 
heterogeneity of stakeholders involved in the criteria development process (the larger the number of stakeholders and the more 
heterogeneous, the longer the process is likely to take, since the competition for influence will be greater), and the objectives of the 
bureaucrats responsible for setting the criteria (the more closely the objectives of the bureaucrats are aligned to one group of 
stakeholders, the more quickly a compromise solution will be developed because the bureaucrats are less likely to take into consideration 
the interests of those stakeholders whose demands conflict with their own objectives). (Stigler, 1971; Peltzman, 1976) 
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improvements are included, but risk creating an uncertain environment for firms which do acquire the 
label, or it can review the product selection criteria less frequently and thereby risk the possibility that 
the ecolabelled products on the market are less environmentally sound than they might be. Most 
ecolabelling authorities have chosen the second path, typically stating that criteria will be valid for at 
least two years (the EU Eco-Label, for example, is valid for a minimum of three years, whilst the 
International Chamber of Commerce has stated that an international ecolabel should be valid for five 
years [ICC, 1995]). 

Ecolabelling Mandates and Other Coercive Behaviour 
Where ecolabels are voluntary, the problems described above may not be so great, since firms can 
simply choose not to apply for an ecolabel for their product. However, wherever the government or 
some other organisation is able effectively to coerce firms into applying for an ecolabel, product 
development will be stifled. To see this, consider the following example. 

The Demand for Ecolabelling in Sweden 
In the early 1990s, Ika, one of Sweden’s largest retailers, put pressure on certain major producers of 
consumer goods to obtain ecolabels for their products – singling out, in particular, producers in the 
detergent and battery industries. Most of the targeted manufacturers initially refused to comply, so Ika 
responded by decreasing the shelf space devoted to their brands and increasing the space devoted to 
ecolabelled brands. Still, many manufacturers refused to budge. Members of the Swedish Nature 
Federation then initiated a public campaign against products not bearing ecolabels, sticking labels 
saying  ‘I’m not 

BOX 1: 

Ecolabels and Environmental Trade-offs: 
The Case of Garbage Bags 

Awarding ecolabels on the basis of a single criterion such as ‘recycled content’ may encourage consumers to purchase 
products that do not necessarily provide significant benefits over alternatives. Sometimes, such ecolabels may even hinder 
environmental progress. 
 Consider, for example, the trade-off between recycled content and source reduction for plastic garbage bags. The State 
of California mandates that garbage bags thicker than 0.75 mm must contain a minimum of 20 percent recycled content, 
increasing to 30 percent in January 1997. Before the law took effect, many firms had reduced the thickness of their garbage 
bags from between 1.5 and 2 mm to under 1 mm. This conserved between 50 and 100 million kilos of virgin plastic resin. 
However, these new, lighter-weight bags cannot maintain the same product performance if they contain recycled material. 
This is largely because the recycled resin cannot perform within the same performance parameters as virgin resin. 
 First Brands Corporation experimented with incorporating recycled material into their bags. They used their own plastic 
scrap, which was of relatively high-quality since it was a uniform material and had only undergone the process of thermal 
degradation once (compared to the three or four times that is common for post-consumer recycled plastic). The bags made 
in this manner exhibited 25 to 65 percent strength loss, resulting in holes in the bags, tearing, and separation of the plastic 
layers. In sum, First Brands used the cleanest, purest recycled material available yet still could not make a bag with 
adequate strength to hold garbage. 
 To compensate for these problems, First Brands had to make thicker bags, using more total material in order to meet the 
mandatory recycled content required in California. The company now runs two separate product streams – one for 
California and one for the rest of the nation.  Higher production costs (resulting from shorter runs for the recycled-content 
bags), and additional material costs mean Californian consumers are paying more for thicker, poorer-quality garbage bags 
that use more total resources. First Brands still receives complaints from Californian consumers who say that even the bags 



 

 56 

made from the heavier (thicker) material fall apart. Ironically, before the Californian law was imposed, entrepreneurs, 
testing the competitive marketplace, had already attempted to introduce bags that used post-consumer recycled plastics. 
But these bags held less than ten percent of market share, suggesting that only the ‘evergreens’ were buying them. 
 This example demonstrates some of the complexities associated with reducing the environmental impacts of products. A 
single-criterion ecolabel obscures these complexities. In California, the net effect of the mandatory recycled content law is 
that newer, lighter garbage bags that represent a technological advance over earlier bags are locked out of California’s 
market. Companies are forced to adapt their product line at higher costs to consumers, with no net environmental benefits. 
Ecolabels, which typically are awarded to products on the basis of a narrow range of criteria, have similar effects. 
Source: Personal interview by Lynn Scarlett with Bob Vetere, First Brand Corp., Conn. 

ecolabelled, don’t buy me’ on the product wrappers. In response, Swedish consumers, wary of being 
seen to be unfriendly towards the environment, reduced their consumption of these products. At this 
point, the targeted producers caved in and applied for ecolabels. 
 Ironically, in at least two instances, producers did not need to change the formulation of their brands 
in order to comply with the ecolabel criteria. Thus, Procter and Gamble’s (P&G) ‘Yes’ brand of dish 
washing detergent, which has approximately 70 percent of the Swedish market, was simply repackaged 
with an ecolabel; Duracell did the same with its range of products. In both cases, it is likely that some 
consumers were misled into believing that they were buying a more environment-friendly product than 
that previously sold under the same brand name. 

Lock-In to Detergents and the Perils of an 
International Ecolabel 

Where product reformulations were necessary, the impact on the environment of these ecolabels has 
been, at best, equivocal, whilst the impact on the consumer has almost certainly been negative. For 
example, P&G points out that it was unable to introduce three new chemicals into its ecolabelled 
laundry detergent in Sweden, despite the fact that these chemicals would have brought improvements in 
performance and would have had a lower environmental impact than the chemicals they were to replace 
(Shimp, 1995). 
 Overall, ecolabelling in Sweden seems to have been an impoverishing experience. However, most of 
those companies which produce products bearing ecolabels in Sweden also sell non-ecolabelled 
products elsewhere, so they still have an incentive to invest in new technologies. But what would 
happen if the Swedish drama was repeated on a global scale (perhaps with a global ecolabel, or through 
ISO 14000 harmonisation)? To get some idea of just how serious the lock-in problem could be, let us 
consider what might have happened if all laundry detergents had been ecolabelled thirty years ago: 

•  Product development would have been directed towards conforming with actual and expected 
ecolabel criteria, which could only have been based on the technologies available at the time.  

•  In addition, detergent manufacturers are likely to have shifted investment in R&D away from 
laundry detergents and onto less risky products.  

•  Under such circumstances, it seems unlikely that today’s detergents would be much different from 
those available twenty years ago: bulky powders, which, lacking enzymes, required high-
temperatures (60C or more) for most washes. 

 
Now, compare this scenario with what actually happened: 
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•  The introduction of laundry detergents containing enzymes and other improved cleaning technologies 
has enabled better cleaning at lower temperatures.  

•  As a result, consumers use less electricity – thereby saving them money, consuming fewer natural 
resources and emitting fewer chemicals into the atmosphere and watercourses.  

•  Indeed, this single innovation, which might well not have occurred had an ecolabel been in place 
(either because of fears concerning the environmental impact of enzymes or simply because of lack 
of investment in R&D), has reduced electricity consumption in Europe so much that without it 
approximately six medium-sized, new power stations would have been required (estimate by 
scientists at P&G Europe). 

 
Of course, the introduction of enzymes into washing powders was only one of a long list of 
environmentally beneficial improvements which detergent manufacturers have made to their products. 
Within the past decade, a new breed of compact detergent has been introduced, which use considerably 
fewer chemicals and require less packaging than conventional detergents. In addition, the introduction 
of the Granulette direct-dosing device has reduced waste by up to 40 percent in individual cases (by 
ensuring that all the detergent goes into the wash, rather than down the waste pipe), whilst the 
introduction of biodegradable chelants has reduced the impact of spent detergent on the watercourse or 
sewage treatment system. 
 To accomplish changes such as these, detergent manufacturers spend millions of dollars per year on 
research and development. However, if ecolabels were introduced on a large scale, it is likely that this 
investment would fall dramatically. To see why, just consider how much an ecolabel actually costs: 
P&G has calculated that the total cost of the Nordic Swan ecolabel on a laundry detergent is in the 
region of 10 percent of net receipts from the product.5 

Ecolabels, Innovation, and Trade  
As the discussion of the EU Eco-Label in chapter 5 implied, an international ecolabel is likely to suffer 
more severely from stakeholder disagreement than a national label, since there would be many more 
potential stakeholders and these stakeholders would be less homogeneous. As a result, the delays before 
product selection criteria were decided would be considerably longer, inducing an even more severe 
lock-in problem. Indeed, as the above hypothetical discussion of detergents suggests, the global barrier 
to innovation would create a devastating lock-in problem. 
 Furthermore, an international ecolabel would be less able to account for the differences in 
environmental impact which result from the differential geographical incidence of pollution, both 
because of differences in the natural environment and because of differences in perception of the 
problems associated with pollution.  

Conservation of Resources through Self-Interest 

                                                   
5 This cost includes the complexity of designing, producing and distributing a product different from those sold in other countries, the 

licence fee for the label itself, and the cost of testing, preparing a dossier and submitting a reapplication each time the formula is 
changed – which happens more than once a year (Data provided by P&G, used by permission). 
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Over time, products tend to be made using less resources. This is not because producers care for the 
environment (although it is possible that they might) but because they seek ways to reduce their costs 
(and, hence, to increase their profits). This process, which Scarlett (1994, p. 23) calls 
‘dematerialisation’, occurs as a result of a ‘reduction in the energy and raw material inputs needed to 
manufacture a unit of output’. Dematerialisation comes from many sources, for example: new 
manufacturing processes enable the production of metal beverage cans which weigh about one-fifth the 
amount their predecessors did in 1960 (thereby reducing both the cost of the can and the amount of 
solid waste produced); the development of new compounds has enabled the production of more compact 
detergents, which require fewer natural resources and less packaging; the development of fibre cable 
has meant that 1000 times as much information can now be transmitted over a cable made from 30 
kilogrammes of silica as can be transmitted over a cable made from 1 ton of copper; the development of 
the aseptic drink carton has meant that orange juice, which previously was frozen to keep it fresh, can 
now be kept without refrigeration for long periods, so that the energy required to deliver 1000 US 
gallons of orange juice has gone from an average of over 100 million BTUs to only 30 million BTUs 
(Scarlett, 1994, pp. 20-24). 
 In addition, consumers often favour products which are more energy efficient in use – not because 
these consumers care for the environment, but because such products save them money. So, for 
example, they buy laundry detergent which enables them to wash their clothes at 30-40C rather than 
60C or more. 

Summary and Conclusions 
The lock-in problem created by ecolabels clearly harms the consumer: it reduces the number of new 
products which come to the market and ensures that the products which are available are less efficient 
than they would be otherwise (that is to say, the performance of any particular product is lower than a 
comparably priced product would be in a world with no ecolabels). 
 Moreover, ecolabels may actually harm the environment. By distorting prices and other information 
utilised by consumers in selecting products, ecolabels ensure that resources will not be allocated to their 
most efficient use. This is clearly bad news for conservation (or, to use the buzz word of the moment 
‘sustainable development’), which requires that all resources be used as efficiently as possible. Indeed, 
in the long run, ecolabels almost certainly would harm the environment because producers would have 
less incentive to invest in new technologies and, so, are unlikely to discover more efficient ways of 
supplying the consumer with the products they want. 
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7. Alternatives to Ecolabelling 
In the Politics, Aristotle noted that ‘Each man thinks chiefly of his own, hardly at all of the common 
interest’. This principle – that Homo Sapiens is essentially a self-interested creature – is echoed in the 
findings of a recent survey of consumer responses to environmental claims which noted that, ‘The only 
factor which might encourage people in the main groups to buy more “green products” was if the 
products also offered some additional personal benefit. For example, Ecover [a brand of washing 
powder which carries environmental claims] was mentioned favourably by someone who suffered from 
dermatitis, and organic chickens were mentioned as tasting better’ (NCC, 1996, p. 47). Indeed, for most 
consumers, ‘Price, quality, brand names and habit were much more important factors [than the 
environment] in determining which products to buy’ (NCC, 1996, p. 45). 
 If, as seems likely, man is primarily motivated by self- interest,1 then labels should reflect this fact. 
As Chapter 1 discussed, labels do, in the main, obey this rule – presenting information in ways which 
enable consumers to make choices consonant with their desires. However, as Chapters 3 to 5 showed, 
ecolabels present highly distorted information, so that, even if they enable consumers to make choices 
which are nominally consonant with their self-image as green shoppers, they do not enable them to 
purchase products which are actually more environment-friendly. 
 How, then, might consumers be enabled to make choices which are more environment-friendly? To 
answer this question, it is first necessary to ask why it is that consumers currently make choices that are 
not as environment-friendly as they themselves might desire. 
 First, in many cases consumers are not charged per unit for goods such as water, effluent treatment 
and solid waste disposal. Often, these services are provided by municipalities, who charge a flat yearly 
fee. As a result, such consumers have little incentive to constrain their use of water, their emissions of 
effluent, or their production of waste. When consumers are charged per unit for the water they use and 
the waste they dispose of, however, they tend to reduce their consumption of these goods (Skumatz, 
1993). So, one way to enable consumers to make more environment-friendly purchases is to ensure that 
consumers are charged (ideally, something close to marginal cost) for each unit of  water and waste 
services that they consume. Ultimately, it would be desirable if the prices charged for these goods were 
true market prices. This could be achieved by removing control of these services from municipalities 
and structuring them as services competitively provided by the private sector. (Of course, some private 
water and waste companies may prefer to offer a flat-rate charge for their services – but at least the 
consumer will have the choice. Moreover, even flat fees convey more information than no fees at all.) 

                                                   
1 It is not being argued here that man is exclusively selfish. Indeed, the author accepts the proposition that, ‘How selfish soever man may 

be supposed, there are evidently some principles in his nature, which interest him in the fortune of others, and render their happiness 
necessary to him, though he derives nothing from it except for the pleasure of seeing it’ (Smith, 1759/1974, p. 9). However, self-interest 
does seem to be the overriding principle upon which most people function. 
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 Second, in some instances, the unowned nature of some resources (such as the atmosphere and the 
oceans)2 results in their ‘free’ usage as a disposal ‘sink,’ so that costs of ‘using up’ the air basin or 
other unowned resource are not incorporated into the price of goods purchased. In this instance, the 
policy challenge is to ensure that the cost of these resources is incorporated into economic decisions. To 
some extent, regulations on air emissions and water emissions serve this function, though they do so 
only crudely (and often inefficiently). How better to address pollution problems is beyond the scope of 
this paper. However, addressing these issues directly is preferable to addressing them through the proxy 
of ecolabels that necessarily ignore trade-offs and the location-specific nature of many environmental 
impacts. 

Providing Environmental Information 

It is possible that some relevant information concerning the use of resources can be provided on product 
labels. For example, if consumers are charged per unit for the water and electricity that they consume, 
then they may well look for products which consume less of these inputs for any given level of 
performance.3 In addition, if consumers were charged per unit for the solid waste they produce, then 
they might look for products which produce less waste – for example, those which have less packaging 
or have packaging which can be reused, recycled or composted at a lower cost than alternative disposal 
routes. So, labels might also contain information about such things as the type of material used and the 
weight of the packaging.4  
 In many cases, however, the reason that less material has been used is that this reduces the 
manufacturer’s costs and enables him to charge less for his product. Given that price is usually of 
greater concern to the consumer than environmental impact, information about the weight of packaging 
will have little or no impact in such circumstances. 
 Furthermore, even if consumers are charged the marginal cost of disposal, they may have little 
incentive to make purchasing decisions based on the type of packaging material used, since the personal 
cost of sorting each item into appropriate piles may be great relative to the reward in terms of reduced 
cost of disposal. However, experience in the US with ‘pay-as-you-throw’ trash fees indicates that these 
programmes do appear to have some effect on purchasing decisions (Skumatz, 1993). 

Third Party Verification of Claims 
As earlier chapters discussed, one of the primary (if not the primary) justification for ecolabelling 
programmes has been the assertion that consumers are confused by the plethora of different 
environmental labelling schemes. But if that were the case, then the rôle of the ecolabel need be no more 

                                                   
2 Some parts of the atmosphere and the oceans are owned. In particular, a notion of ownership of the atmosphere is contained within the 

common law action of nuisance, since pollution may infringe a property owner’s right to unpolluted air (Rothbard, 1982). In Japan, the 
coastal waters are owned by fishermen who have successfully asserted their legal right to fish and to be free from pollution (Jeffries, 
1995). 

3 Some products, such as certain brands of light bulb and washing machine, already provide such information. 

4 Of course, it is unlikely that consumers would be interested in such information for very small purchases. But if a consumer purchases 
items in bulk, or on a regular basis, then the cost of disposal may figure as one of the attributes in their product choice set 
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than a third-party verifier of claims. However, this is not the rôle which ecolabelling authorities have 
chosen; they have preferred to opt for the grander (and more bureaucratically demanding) seal of 
approval (infra Chapters 2-6). 
 In fact, third party verification would be a far superior means of eradicating spurious environmental 
claims and ensuring that, to the greatest extent possible, consumers were not misinformed. As the 
experience of Good Housekeeping and Underwriters Laboratories demonstrates (see Chapter 3), such 
an accreditation scheme can provide valuable information to the consumer.  
 In the context of environmental labels, a scheme might verify claims regarding such things as the 
percentage of recycled material used in the product, or the origin of the product – such as ‘dolphin 
friendly’ tuna fishing, or ‘sustainably’ produced timber. Indeed, certification marks for both these 
product attributes already exist: the Flipper Seal of Approval, an international certification programme 
run by Earthtrust and endorsed by 23 environmental organisations around the world, is awarded to 
companies which actively promote dolphin conservation (EPA, 1993, p. 114); under its Forest 
Conservation Programme, Scientific Certification Systems (SCS) developed a certification mark for 
timber producers that showed that their timber resources were managed sustainably, that they 
adequately maintained the surrounding forest ecosystem and that socio-economic benefits were passed 
on to the surrounding community (EPA, 1993, p. 118). 
 Of course, it could be argued that even these schemes lack objectivity: what, after all, does it mean to 
‘actively promote’ dolphin conservation; and how does one define ‘sustainability’, or equitable 
distribution of benefits? 
 In addition, such single-issue certification schemes might encourage consumers to overlook trade-
offs. For example, a label stating that a garbage bag contains 50 percent recycled material might 
mislead the consumer into believing that the bag is more environment-friendly. But, having said that, 
this is surely not as bad as claiming, as the Canadian Ecologo does, that such bags are actually more 
environment-friendly. Moreover, the manufacturers of light weight garbage bags can advertise the fact 
that their bags contain less virgin material than the ‘recycled’ bags, thereby providing the consumer 
with relevant information upon which to make their decision. 
 However, attempts to provide multi-attribute certification, such as the SCS Environmental Report 
Card, typically suffer from the data poverty which affects other product life-cycle inventories (see e.g. 
Wynne, 1993). For such schemes to be at all useful, they would have to shed the patina of inclusiveness 
and simply provide  information which the consumer can readily comprehend and act upon – in other 
words, they would simply be aggregations of single issue certificates, telling the consumer, for example, 
that the outer product wrap, weighing 5g, is made of low density polythene, 50 percent of which is 
recycled, whilst the inner product wrap, weighing 40g, is made from aluminium, 70 percent of which is 
recycled, and the contents are derived from tuna fish caught by a rod and line. 

Voluntary Guidelines 
Another alternative to product certification is the development of purchasing guidelines by independent 
organisations. One model of such guidelines is the Environmental Defence Fund’s Paper Task Force 
recommendations regarding paper purchasing. The Paper Task Force recommendations have the virtue 
of identifying specific product or manufacturing process characteristics that warrant attention in the 
buying decision while, at the same time, situating all recommendations in a context of the many 
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constraints and trade-offs − both economic and technical − that are important in any purchasing 
decision.  Thus, for example, the recommendation related to recycled content of paper states that ‘paper 
purchases should maximise their overall use of paper with post-consumer recycled content, consistent 
with functional and economic considerations’ (emphasis added). This kind of statement provides 
guidance to the buyer, but does not present an ‘absolute’ criterion whereby certain levels of recycled 
content (or other product attributes) are universally anointed as environmentally preferable. This 
represents a significant departure from the threshold sort of criteria used to determine whether a 
product receives a seal of approval in most of the existing ecolabel programmes. 

Statutory Definitions of Words 
An alternative means of reducing the incidence of misleading claims is to ensure that the wording of 
manufacturers’ claims conforms to strict and generally understood guidelines. This is the approach 
taken in both the United States and the United Kingdom with regard to most product claims, with the 
state providing the general guidelines. 
 In the United States, green advertising is controlled by the deceptive advertising clause of the Federal 
Trade Commission Act (FTC Act) of 1937, combined with FTC guidelines on the definition of certain 
words and phrases. These guidelines, adopted in 1992, apply to ‘environmental claims included in 
labelling, advertising, promotional materials and all other forms of marketing, whether asserted directly 
or by implication, through words, symbols, emblems, logos, depictions, product brand names, or 
through any other means.’5  The guidelines provide general principles regarding what statements might 
be deemed ‘deceptive’; establish principles regarding the ‘clarity’ of statements; prohibit overstatements 
of environmental attributes; require substantiation of any claims making product comparisons; and 
establish limits on the kinds of general environmental benefit claims that can be made.6 
 The FTC guidelines are considered interpretative statements, not legislative rules, though 
Commissioner Mary Azcuenaga dissented from this view, arguing that the guidelines have, indeed, 
‘defined with specificity a deceptive act or practice’, and therefore constitute ‘legislative rules’ (Federal 
Register, vol. 57, no. 157, 57 FR 36363, Thursday, August 13, 1992).  
 As required by the FTC, its Guidelines for Environmental Marketing Claims were reviewed in public 
hearings in July 1995. The purpose of the review was to assess how well the claims were working ‘in 
preventing the false or misleading use of advertising terms such as recyclable, degradable and 
environmentally friendly’; to assess whether ‘consumers see “green” claims differently today than they 
did three years ago;’ and to explore whether ‘there are changes in environmental technology that should 
be taken into account in reviewing the guides’ (Federal Trade Commission, FTC news, ‘FTC Opens 

                                                   
5 See 16 CFR Part 260.2 (Scope of Guides). 

6 These limits may be especially relevant to ecolabelling, since they note that ‘it is deceptive to misrepresent, directly or by implication, 
that a product or package offers a general environmental benefit. Unqualified general claims of environmental benefit are difficult to 
interpret, and depending on their context, may convey a wide range of meanings to consumers. In many cases, such claims may convey 
that the product or package has specific and far-reaching environmental benefits. [Yet] every express and material, implied claim that 
the general assertion conveys to reasonable consumers about an objective quality, feature or attribute of a product must be substantiated. 
Unless this substantiation duty can be met, broad environmental claims should either be avoided or qualified, as necessary, to prevent 
deception about the specific nature of the environmental benefit being asserted.’ See CFR, Part 260.5 (Interpretation and substantiation 
of environmental marketing claims). 
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‘Green Guides’ to Public Comment: Seeks Information about Changes in Industry, Consumer 
Perception,’ July 27, 1995). 
 A review of the July 1995 FTC hearings shows that the guidelines generally have been viewed as 
effective in deterring misleading environmental claims. However, two key issues remained unresolved 
by late-1996. The first issue is whether additional guideline topics ought to be added; the second issue 
is whether symbolic labels (such as an ecolabel) communicate a general environmental benefit claim 
that might violate the FTC guidelines that strictly limit the use of such claims unless they can be 
substantiated and verified. 
 This second issue lies at the heart of current ecolabel debates. Many advocates of these seals, though 
supportive of the rôle that FTC guidelines have played in preventing misleading or false environmental 
claims, still claim the need for ecolabels as a means of providing consumers with information relevant 
to making product comparisons along environmental dimensions. 
 However, as argued throughout this study, ecolabels tend to oversimplify, thereby misleading 
consumers rather than enlightening them as to the actual environmental impacts of different products. 
How, then, might the concerns of those who argue that consumers need better environmental 
information best be met? 

Mandatory Provision of Information 

Many states have mandated that certain kinds of information be supplied with products. For example, 
under the EU Regulation on Energy Efficiency Labelling, all new washing machines and refrigerators 
sold in the EU after April 1996 must carry energy efficiency information. Similarly, under the Energy 
Policy Act 1992, all light bulbs sold in the US after May 1995 have had to show not only the energy 
consumption (in Watts) but its brightness (in Lumens) and its (expected) life (Epatko, 1995). 
 However, it is not clear why such mandates were considered to be necessary. Perhaps it was thought 
that entrepreneurs, left to their own devices, would not have chosen to label products in this way. This 
is not a convincing explanation. Entrepreneurs typically respond to the perceived demands of 
consumers, so if they are not providing energy efficiency information, it must be because they do not 
perceive a consumer demand for it. Of course, it is possible that the entrepreneurs are wrong. But this 
seems unlikely, since the profits that accrue to the first manufacturer to add a desired new attribute to a 
product provide sufficient incentive in most areas, so why not energy efficiency labelling? Moreover, it 
would only require one enterprising individual to sell products bearing energy efficiency information, 
and thereby to steal a lead on his competitors, in order for all manufacturers to be stimulated into 
action. This leads to the conclusion that, in mandating the provision of energy efficiency information, 
the state is acting in an arrogant fashion, attempting to dictate what consumers should think, in spite of 
their reluctance to do so. Indeed, as Whirlpool, the refrigerator manufacturer, found to its cost,  
consumers do not generally perceive the value of added energy efficiency (Willis, 1994). 

Voluntary Information-Sharing 
Some manufacturers do provide energy-efficiency information voluntarily. Indeed, there are already 
several private schemes which certify energy-efficiency information on products. For example, the 
Waterheater Manufacturers Association began such a scheme in 1995 and the Energy Saving Trust in 
the United Kingdom plans a scheme in the near future. 
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 This model of information-sharing has some advantages. Rather than purporting to identify ‘best’ 
products in a comprehensive sense, with all the intractable problems that such an exercise entails, an 
information-sharing approach offers consumers specific, verifiable information regarding particular 
product attributes. Information-sharing approaches can take multiple forms that are not mutually 
exclusive. Generally, information-sharing approaches include: 

1) Identification of product attributes about which consumers have expressed particular concern or 
interest (such as energy efficiency, recycled content, toxic content), and which are sufficiently 
specific to be verifiable by third parties; 

2) Corporate environmental reports about production and distribution processes and regulatory 
compliance records. 

Such programmes do not purport to determine for consumers what values they ‘ought’ to have; rather 
they provide information with which consumers can evaluate products according to their personal 
values, which may change over time as new environmental issues surface or as consumers’ priorities 
evolve. The ‘fluid’ nature of this sort of information-sharing avoids the ‘lock-in’ problems associated 
with ecolabels. It also avoids the substantial problems associated with attempting, as ecolabels do, to 
provide claims of general environmental benefit.7 

Ecolabels, Experts and Individuals 
Finally, let us return to the question posed in Chapter 3: are experts really better than consumers at 
making decisions about which products are most environment friendly? The answer to this question is, 
clearly, no. Neither the expert nor the consumer is in a position to decide which product has the least 
overall impact on the environment. However, most of the relevant information concerning the impact of 
a product during the pre-consumer phases of its life-cycle is embedded in the price of that product: the 
cost of natural resources is included simply by dint of the fact that manufacturers must purchase these 
from the owners of the resource,8 whilst the cost of pollution caused during production and distribution 
is included to the extent that the producer and distributor must conform to regulations and other legal 
restrictions on emissions.9 So consumers need not focus on the use of resources or the emission of 
chemicals into the atmosphere and watercourses at the production and distribution stages of a product 
life-cycle; it is merely necessary that they find the product which best fits their purpose(s) at the lowest 
price. In addition, consumers make decisions concerning how much electricity or water they will 

                                                   
7 In its discussion of environmentally preferable products, the US Environmental Protection Agency has recognised the problems 

associated with making general claims of environmental benefit. In its ‘Guidance on Acquisition of Environmentally Preferable Products 
and Services; Solicitation of Comments’, 60 FR 50722, vol. 60, no. 189, Friday, September 29, 1995, EPA notes ‘that determining 
which environmental impacts are most important and setting environmental priorities involve certain value judgements’. While priority-
setting is a necessary component of any regulatory activity, it is not a problem for information-sharing programmes that do not attempt to 
tell consumers what they should care about most but, rather, simply attempt to give consumers specific information about product 
attributes about which consumers have expressed interest and concern. 

8 Of course some natural resources, such as timber from Indonesia, may not be harvested in a sustainable way because of the lack of an 
appropriate system of property rights and may therefore be underpriced. 

9 Of course, these restrictions on emissions may not be the best mechanism for reducing the external costs, but that is not the issue here. 
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consume and how much waste they will produce and, as has been argued above, if they pay the 
appropriate unit price for these goods and are provided with information about the amount of them that 
the product is likely to consume/produce, then they will be able to factor these attributes into their 
product choice and so make a better choice than the expert about which product is best for them and for 
the environment. 
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Summary and Conclusions 
In the Introduction, evidence was presented which suggested that there is a disparity between what 
people say they are willing to pay for environment-friendlier products and what they actually do pay. 
Some commentators have argued that this disparity is the result of ‘consumer scepticism’ generated by 
unverified and/or misleading environmental claims. In response, numerous organisations, both private 
and public, have developed ecolabelling schemes, the ostensive aim of which is to mitigate such 
scepticism by providing consumers with better information about the environmental impact of products. 
 In Chapter 1 it was argued that consumers rely heavily on the information provided on labels to make 
their product selection decisions and that information asymmetries between buyer and seller can drive a 
wedge between the amount that a consumer is willing to pay for a product and the amount that the 
owner of the product is willing to accept in payment. It was shown that product certification marks may 
help consumers and producers reduce these information asymmetries but that there is also a 
considerable possibility that certification marks may be misinterpreted, especially if these act as a seal 
of approval. 
 In Chapter 2, the arguments in favour of ecolabels were presented, whilst, in Chapter 3, some of the 
arguments against them were presented. It was noted that experts who are charged with the task of 
developing an ecolabelling scheme (ideal or otherwise) are likely to encounter a number of more or less 
intractable problems: they will not be able rationally to select product categories; they will not be able 
rationally to set product category boundaries; they will not be able to take into consideration all the 
physical effects which a product has on the environment during its life-cycle, nor will they be able 
accurately to estimate the impacts of these effects, so they will not be able rationally to set product 
selection criteria; nor will they be able continuously to update these criteria.  
 In Chapter 4, the problem of influence by pressure groups was discussed and it was shown that, at 
every stage in the ecolabelling process, secondary stakeholders (manufacturers, environmentalists and 
others) are able to affect the outcome in a distorting manner. 
 In Chapter 5, the problems with measuring the impact of an ecolabelling programme on the 
environment were discussed. It was argued that ecolabels tend to obscure relevant product information 
and may mislead consumers into purchasing products which, under the circumstances, result in the 
consumption of more resources and the emission of more chemicals into the atmosphere and into water 
courses, than other non-ecolabelled products. 
 In Chapter 6, it was shown that ecolabels can lock firms and industries into particular technologies, 
distorting the prices and other information which consumers utilise to make product selection decisions, 
and thereby ensuring that resources are not allocated to their most efficient uses. 
 In Chapter 7, it was suggested that information relating to the use of resources and production of 
post-consumer waste during the use and disposal phases could be presented to consumers in a manner 
which might enable them to make better purchasing decisions. These decisions would be further 
improved if consumers paid the market price for all the inputs to and outputs from the product whilst it 
was in their possession. In addition, it was argued that certification schemes provide a superior 
mechanism for reducing consumer scepticism concerning the reliability of environmental information. 
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 In conclusion, ecolabelling schemes result in the distortion of information, the distortion of prices and 
the distortion of trade flows. They inhibit product development and result in the consumption of more 
scarce natural resources and more harmful emissions to the environment than would be the case if they 
were absent. Indeed, as Shimp (1995) notes, ‘[ecolabels] provide no information that helps the 
consumer understand what improves the environment or what the consumer can do to help’. Moreover, 
other, more efficient, means exist by which information concerning the use of resources and emissions 
to the environment may be conveyed to the consumer in a meaningful way. The policy implications of 
this seem clear: governments should not operate or support seal-of-approval type environmental 
labelling schemes. 
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