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In this paper the author examines the role
of labelling and certification schemes in
the pursuit of policies to make production
and consumption processes more
sustainable. From a logical point of view,
labels are conceived as claims put
forward by sellers to inform buyers about
certain characteristics of their products. In
the case of sustainability, labels might
identify relevant ‘ideals” to approach
and/or significant ‘ills’ to escape.
Toulmin’s argumentation theory is used
to show how claims can be substantiated
and challenged. Based on literature on the
behaviour of the main stakeholders, the
author discusses what labelling means

for producers, consumers, policymakers
and other groups in society. In the
conclusions, attention is drawn to the
way in which societal pressure might
interact with market forces to shape the
information environment for products
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and services. As a result, the role of
sustainability labels might become more
differentiated, varying from direct
shopping aids to background quality
assurances. Copyright © 2003 John Wiley
& Sons, Ltd and ERP Environment.
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INTRODUCTION

abels in the form of trademarks and
I brand names are part of a rich tradition

of practices that sellers have developed
to assure buyers of the authenticity of their
products or services. Modern quality assur-
ances are often aimed to attend to changing
buyer demands and new competitive positions
in the market. Environmental labelling
schemes are relatively new in this context and
that applies even more to social labelling
schemes and sustainability labelling in general
(Browne et al., 2000). By their nature, these
schemes refer to qualities of products or pro-
duction processes that are not only relevant
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from a private perspective, such as human
health issues, but also from a public perspec-
tive, such as issues of biodiversity and social
justice. These qualities are neglected by the
conventional labelling schemes, but are in-
creasingly recognized by actors in the market-
place (Diller, 1999; Reinhardt, 1998). Appa-
rently, there is a need for more comprehensive
labelling schemes that are still compatible with
a free-market approach. However, the fact that
the qualities in question are relatively new and
involve both private and public concerns may
preclude their smooth incorporation into con-
ventional quality assurance systems.

A crucial problem is the translation of sus-
tainability issues in terms of a company’s social
responsibility. The World Commission on
Environment and Development (WCED, 1987,
p- 8) defined sustainable development as
‘development that meets the needs of the
present without compromising the ability of
future generations to meet their own needs’.
This definition links the environment’s ability
to meet present and future needs with theories
of social justice (Langhelle, 2000). It refers to
long-term balances between ecological, eco-
nomic and social processes at the level of
society as a whole and that makes it difficult to
fully specify what sustainability ideally means
at the level of a particular product, production
process or producer (Pezzey, 1992). In
the absence of a fully specified ideal model,
there are two more pragmatic strategies one
can choose. As the political scientist Charles
Lindblom (1990) notes, the first strategy is to
identify some relevant ‘ideals’” to approach
(e.g. recycling) whilst acknowledging that
these ideals only refer to limited aspects of a
complete ideal model. The second strategy is
to identify some significant ‘ills’ to escape (e.g.
dependence on pesticide use or labour in
sweatshops). Lindblom (1990, p. 42) argues
that it is often easier for a heterogeneous
society to agree on the ills to be avoided (e.g.
severe forms of poverty) than on the ideals to
be achieved (e.g. the ideal distribution of
income). The same rule applies to the various
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issues of sustainability, which can also be iden-
tified as ills and ideals. Extreme forms of over-
consumption are clearly unwanted, but there
are many competing ideas about sustainable
production and consumption patterns. Com-
pared with the early 1990s, producers now are
more cautious about using ‘green claims’, as
their initial attempts have been heavily criti-
cized by competitors, consumer organizations
and governments (Peattie, 2001; Reinhardt,
1998). Accordingly, it is essential to examine
the role of sustainability labelling schemes
from the perspective of different stakeholders
to assess how and under which conditions this
instrument might work.

My aim in the present paper is to highlight
the role of sustainability labelling schemes by
combining a logical analysis of labels with a
behavioural analysis of their functions for
stakeholders. The next section describes labels
as claims put forward by sellers to inform
buyers. This analysis is elaborated in the fol-
lowing sections, which are based on literature
on the behaviour of the main stakeholders,
namely companies, consumers, policymakers
and other groups in society. In the final section,
I shall draw together these discussions and
come to conclusions.

LABELS AS CLAIMS

Labels are not just messages about a product
or a service but claims stating that it has par-
ticular properties or features. In fact, even the
instrument of labelling itself is a claim, as it
refers to certain characteristics of the proce-
dure under which the label is awarded. One of
the ways to get a better understanding of such
claims is to consider them from the perspective
of logical theory. A claim is essentially a con-
clusion and the merits of this conclusion can
be established by analysing the arguments on
which it is based. Since the arguments will
differ, depending on the content of the claim,
it is the analysis of their layout or structure that
counts. A general framework for the analysis
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of arguments has been developed by the
British philosopher Stephen Toulmin (1958),
who took the discipline of jurisprudence as a
starting point to elaborate logical theory in a
practical way. His approach focuses on the set
of statements that provide the rationale or
plausibility for arguing that certain data (D)
imply a claim (C). The plausibility of the rela-
tionship between data and claim is based on
warrants (W), which are supported by back-
ings (B). In contrast, its plausibility can be chal-
lenged by rebuttals (R). The next two examples
illustrate how this particular layout can be
used.

The first example is the claim that ‘Sustain-
ability labelling is a kind of quality assurance
in the marketplace’. In this case the datum is in
the form of a description, namely ‘Sustainabil-
ity labelling discloses certain features of a
product or production process’. In this descrip-
tion I chose the term ‘disclosure’ because
labelling will reveal differences between more
sustainable and less sustainable practices,
which buyers might have been aware of but
which they could not identify in the market.
Next, bridgelike statements or warrants are
used to connect the datum with the claim. In
this example, the warrant is taken from the
field of economics (Reinhardt, 1998) and it can
be stated as follows. ‘Any disclosed feature
that informed buyers are willing to pay for is
a quality of that product.” Therefore, almost
certainly, ‘Sustainability labelling is a kind of
quality assurance’. However, the warrant may
not convince every challenger of the claim and
it is necessary to have other logical arguments
in the form of backings to ensure that the
warrant will possess authority. In the present
example, the backing refers to the scientific
literature: ‘Several studies have shown that at
least a number of buyers are willing to pay
extra for a product that has been created in
a more sustainable manner’ (Ozanne and
Vlosky, 1997). As a counterforce to the backing,
however, there is always an opportunity for
rebuttal, indicating circumstances in which the
general authority of the warrant would have to
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be set aside. Rebuttals to the present argument
are that the message of sustainability is often
too complicated for a straightforward quality
disclosure and that labelling causes unwanted
side-effects in the market, which will turn into
negative qualities sooner or later (e.g. accusa-
tions of unfair trading). These rebuttals can
lead to a qualified conclusion, such as ‘Sus-
tainability labelling is a kind of quality assur-
ance in the marketplace, unless its organizers
have disregarded the rules of good communi-
cation and fair competition’.

The above is not very specific about the
nature of sustainability labelling. A major dif-
ference with other quality assurance systems is
that sustainability refers not only to private but
also to public concerns. How can a private
party claim that these concerns are addressed
in an appropriate way? Focusing on a hypo-
thetical sustainability label, the layout of argu-
ments in the second example is as follows. In
support of the claim that a certain product has
been created in a sustainable manner, its pro-
ducer can appeal to the datum that a special
label has been attributed to it, bundling in-
formation about the production process. The
warrant is that producers who use such a label
do comply with a set of standards for sustain-
able production processes. Since, however,
questions of sustainability are always subject
to qualifications and conditions, the conclusion
may be rebutted, for example, because the pro-
duction process is only relatively more sus-
tainable than others and complies only with
current standards for sustainability. If the
warrant is challenged, it can make an impor-
tant difference whether and how the claim is
regulated. To support the strength of argu-
ments, therefore, the backing might be derived
from knowledge about successful quality
assurance systems. A strong case would imply
that (i) the sustainability standards have been
endorsed by one or more relevant and inde-
pendent parties (i.e. recognition), (ii) compli-
ance with the accepted set of standards is
verified by an independent third party (i.e. cer-
tification) and (iii) the party that is verifying
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Table 1. Examples of labels in the various categories

Label as a benchmark to

Label as a bottom line to

achieve ideals avoid ills
Generic labels EU eco-label Organic label
Fair trade label
Sector-specific labels Energy consumption label Dolphin Safe label

No Sweat label
Green electricity label

compliance has been formally recognized by
an authoritative body (i.e. accreditation).

This layout of arguments can be used to
describe many different labels. The analysis of
the layout can reveal which kinds of knowl-
edge and value judgement are used to make a
claim plausible. In addition, it can show how
the initial warrants or backings are challenged
and how the claim has to be qualified from a
logical point of view. This requires a further
analysis of sustainability to identify single
issues in the form of ‘ideals’ or ‘ills’, and to
assess how the single issues might be com-
bined into a more comprehensive multi-issue
label. Such a combination will not always be
feasible, because there is a marked difference
between environmental labels and social
labels. Environmental labels, especially the
multi-issue eco-labels, are often designed as a
benchmark of excellence; the eco-label claims
to disclose the top 5-30% of the products in a
certain category from the perspective of envi-
ronmental performance (OECD, 1997, p. 14).
Social labels are often designed to become the
bottom line in the market; the label claims to
disclose those products or services that have at
least been created in a socially acceptable
manner.

This difference in strategy has several impli-
cations. It means that sustainability labelling
cannot simply replace the existing environ-
mental and social labels, as there may be good
reasons to keep these instruments. Whether it
is relevant to disclose both environmental and
social performance will depend, among other
things, on the economic sector and the prod-
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ucts or services in question. In addition, the
companies involved may have their own
strategic preferences. Depending on their posi-
tion in the market and their ambitions, some
companies may want to disclose their top
ranking, whereas others may want to disclose
their compliance with a proper bottom line.

An additional strategic point is the differ-
ence between multi-sector and sector-specific
labels. Multi-sector labels, such as eco-labels,
are intended to identify comparable levels of
performance, regardless of the product cate-
gory. It has been argued that multi-sector labels
are suitable for product sectors where stan-
dards can be easily defined and where no con-
troversial political issues exist (Truffer et al.,
2001). For more complex products or products
that avoid particular ills (e.g. canned tuna
caught in a dolphin safe way), sector-specific
labels have been developed that are tailor
made for the specific problem at hand. This
means that there are at least four categories of
labels, as specified in Table 1.

The position of eco-labels as multi-sector
labels meant to achieve ‘ideals’” has been seri-
ously criticized. For example, a major argu-
ment of business representatives (e.g. Shimp,
1999) is the lack of accepted methodology to
clearly distinguish individual products across
an entire product category. Moreover, the
label’s claim to identify an ‘ideal’ has been
challenged, because the standards involved are
based on an evaluation of products as they
exist in the marketplace today, and on publicly
known technologies. Thus, the standards
cannot anticipate what will develop tomorrow
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and, instead, can create barriers to innovation.
This criticism seems to confirm Lindblom’s
(1990) observation that it is often harder to
agree on the specification of ‘ideals’ than of
‘ills.”

A final point for the present discussion is
what conclusion can be drawn in the absence
of a label. Whether the presence or absence of
a label makes a difference will obviously
depend on the degree to which environmental
and social issues are part of the competition
in the marketing of the products or services
involved. If these issues are part of the compe-
tition, the label’s presence or absence can be
highly diagnostic for a buyer. In other cases,
however, the absence of a label will not be
informative at all. It can mean that there are no
significant sustainability-related ~differences
between the products or services in a certain
category. It can also mean that producers have
decided not to compete with each other on a
sustainability issue to protect their industry’s
image and avoid additional costs. Hence, the
logical analysis of a claim is one thing; it is
another to find out how that claim is perceived
by the actors in the marketplace, such as pro-
ducers, retailers, purchasers and regulators.

WHAT LABELLING MEANS
FOR SELLERS

Labelling of products or services is one of the
ways in which a company can attempt to
improve its competitive position in the market
and in its wider environment. The reasons to
choose this option instead of others might be
quite diverse, but they can always be trans-
lated into traditional business criteria, aimed at
short-term and long-term profits. Notably,
these criteria do not necessarily encourage
strong competition. For any company there are
circumstances in which it is more advanta-
geous to opt for collaboration with other com-
panies or organizations than to proceed on
its own. This is particularly relevant for a
company’s decision on labelling and certifica-

Copyright © 2003 John Wiley & Sons, Ltd and ERP Environment

258

tion, because these options will often imply
both competitive and co-operative aspects. The
incentives that can stimulate a company to
improve its environmental and social perfor-
mance will also depend on various kinds
of societal pressure, showing the interests of
government agencies, shareholders, cus-
tomers, business associations and other orga-
nizations. In varying degrees these actors have
the ability to raise and to maintain pressure on
certain companies and to turn environmental
or social issues into economic ones that affect
the companies” profitability.

Companies that are in a position to claim
voluntarily that their environmental and social
performance is fully compatible with public
demands can do so in different ways. When
this performance is achieved by all their busi-
ness units and also by their business partners
in the supply chain, they may adopt a ‘code of
conduct’ to articulate their commitments to
particular principles and practices (Diller,
1999). In the field of marketing, a company
may invest in its brand or store name to make
the relevant sustainability issues consistent
with other signals that it is sending to its cus-
tomers. When their sustainability performance
only refers to certain products or services, com-
panies may use more specific signals to bundle
sustainability issues with product quality
information and to gain attention from quality-
sensitive customers. Such signals include
quality assurance labels certified by the
company itself (first party), by industry-related
associations or the country of origin (second
party) or by an independent third party.

A company’s decision on sustainability
labelling and certification will be governed by
strategic and political circumstances, such as
the ripeness of a certain issue at the time the
options are contemplated (Reinhardt, 1998).
Whether an issue is ripe will be influenced on
the one hand by technological innovations
related to sustainability ideals and on the other
hand by public campaigns that emphasize the
ills of an industry. A well known example of
collective responses to public criticism is the
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development of the Responsible Care Program
in the chemical industry. Likewise, societal
concern about the harvesting of resources such
as fish stocks and forests has generated collec-
tive initiatives to provide companies with a
market-based incentive to maintain sustain-
able resources and to counter the common per-
ception by the general public that most
fisheries and forest practices do irreversible
damage to the natural environment (Kozak
and Maness, 2001; Reinhardt, 1998).

These examples show that a company’s
decision on labelling and certification might
involve a mixture of competitive and collabo-
rative strategies. Depending on its size, a
company may have different reasons for a col-
laborative approach, but cost savings and risk
reductions will always be important. The
development of a certification scheme means
that the companies involved are prepared to
share knowledge ‘from the kitchen” and want
to learn about a particular activity, such as
sustainable resource management (Kiker and
Putz, 1997). A collaborative approach can be
necessary to overcome barriers to the dissemi-
nation of credible information about sustain-
ability issues. The assurance by a distinctive
label, indicating collective membership of an
organization or certification by an independent
third party, may serve this purpose at lower
costs than other marketing strategies that can
differentiate a product. However, companies
may also collectively decide not to compete
with each other on a sustainability issue to
protect their industry’s image and avoid addi-
tional costs. Accordingly, much will depend on
the pressure of other actors, who might empha-
size the relevance of the issue.

WHAT LABELLING MEANS FOR
CONSUMERS

Because consumers often have limited incen-
tives to invest in obtaining information, the
idea behind labelling seems to be very straight-
forward. A label is a distinctive symbol reveal-
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ing differences between more sustainable and
less sustainable practices, which consumers
might have been aware of but which they
could not identify in the market. By enabling
consumers to identify these differences, mar-
keters expected that they would become moti-
vated to buy the labelled products instead of
the others. This line of thought might be too
simple, however. What happens in practice
seems to be that consumers often say to be very
concerned about sustainability issues, but that
their actual purchases are something of a
disappointment to many companies that
have tried to create ‘green” market segments
(Peattie, 2001). An obvious cause of this dis-
crepancy is the level of the premium price that
is often charged for the ‘green’ product. A more
general explanation might be that consumers
and producers do not recognize or trust each
other’s intentions and that they need more
time to adapt themselves to the changing cir-
cumstances in the marketplace.

Whether it is the premium price that
explains the behaviour of consumers or some
other factor requires a closer look at their
motives and lifestyles. There are large differ-
ences between consumers in the strength of
their motivation to include pro-environmental
or moral considerations into their purchasing
decisions (Browne et al., 2000). Moreover, many
consumers who make an ecologically or
ethically motivated choice in the context of a
certain product class may not do so in the
context of another. The reason is that they are
often dealing with mixed motives. Consumers
who are well aware of the ethical nature of pur-
chase decisions may not change their buying
pattern as long as that would be inconsistent
with their loyalty to a particular taste, brand or
supplier (Newholm, 2000).

These examples indicate that consumers’
preferences cannot simply be read off their
purchases in the market. At the moment of
the purchase decision, the label’s impact will
depend on how consumers understand, trust
and value its claim in relation to other choice
criteria. Given the many hurdles that might
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hold consumers back from making a well
informed choice between more sustainable
and less sustainable practices, it is currently
emphasized in the marketing literature that the
companies involved should pay more atten-
tion to the question of what kind of green
products consumers really want (Meyer, 2001;
Peattie, 2001). If the only merits of a green
product seem to be that it is considered prefer-
able from an environmental or moral point of
view, many consumers might not be fully con-
vinced that they should search for that product
and pay a price premium for it. In order to
create more value for these consumers, both
the design and the marketing of a product
should be addressed to all the product at-
tributes that they consider relevant, such as
functional and aesthetical features, together
with distinctive environmental and moral
advantages. Depending on the product cate-
gory (e.g. luxuries or necessities) and the
market segment the product is aimed at, this
strategy might imply that the product’s envi-
ronmental and moral advantage is presented
as one of its self-evident qualities rather than
as its main selling-point.

A well designed marketing strategy can
create many opportunities for consumers to
learn how to recognize a label and evaluate the
meaning of its claim. This learning process
may also increase consumers’ awareness of
sustainability issues in general, even if they do
not use the label as a direct shopping aid. Such
an additional role of labelling policies is often
overlooked (Caswell, 1997). However, con-
sumer learning is not a smoothly running
process and it might also be slowed by possi-
ble gaps between producers” and consumers’
understanding of what ‘sustainability” means.
Several large companies, such as DuPont and
Monsanto, describe sustainability in terms of
‘ecologically sound, economically viable and
socially acceptable’. In contrast, other organi-
zations as well as consumers may use
‘sustainability’ as a kind of shorthand for
the ‘green and good’ to indicate production
and consumption systems associated with
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a broader range of attributes, such as
community-based efforts to build healthy,
just and local food systems (Kloppenburg
et al., 2000). Such a gap might hamper the
understanding of sustainability labelling.

To return to an earlier point, it has to be
noted that consumers should not only trust the
difference between labelled and unlabelled
products, but also the reasons for a price
premium. As a result of the bad reputation of
the ‘green’ claims in the early 1990s, many con-
sumers have become very sceptical about the
behaviour of companies (Peattie, 2001). This
scepticism adds another motive to consumers’
purchasing decisions. Those consumers, in
particular, who are highly motivated to include
pro-environmental or moral considerations
into their purchasing decisions may also be
highly motivated to scrutinize the claims and
the premium prices of labelled products.

WHAT LABELLING MEANS FOR
POLICYMAKERS

Supporting or regulating labelling schemes are
tools that policymakers have at their disposal to
address some important aspects of two policy
issues. The first issue is mainly concerned with
the economic interests of consumers and comes
down to correcting for asymmetries in infor-
mation, because sellers have more information
than buyers about product qualities. An impor-
tant aspect of this issue is protection of con-
sumers against any substantial risks associated
with a product or service usage, for example
through warning labels, and prevention of
misleading advertising or deceptive environ-
mental claims. The second issue refers to
government policies to achieve sustainability
objectives, particularly by promoting the
design and marketing of environmentally
sound products or services. From the perspec-
tive of a policymaker, labelling and certification
schemes can be seen as tools that create incen-
tives for businesses to change the market in a
more sustainable direction.
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With regard to these wide-ranging policy
issues, labelling and certification schemes
typically address those aspects that are related
to the information environment for products or
services. Such an intervention may have far-
reaching consequences in the marketplace,
especially if the information refers to culturally
‘sensitive’ issues, such as health and moral
concerns. Well known government interven-
tions include establishing mandatory labelling
laws (e.g. to enforce the disclosure of a disad-
vantage), regulating claims through legal
definitions of specific terms (e.g. ‘organic’)
and providing services to support voluntary
labelling (e.g. financing public education).
Additionally, governments may incorporate
sustainability considerations into public pro-
curement by linking the terms of purchase to
labelling and certification schemes. These
interventions can often be conceived as com-
plements to or substitutes for other tools, such
as the banning of hazardous products.

Whether and in which form labelling is an
appropriate policy tool for the specific issue
involved will, among other things, depend on
the regulatory context and its matching socio-
cultural tradition. For example, a strong legal
and cultural emphasis on consumer right to
know combined with consumer responsibility
to use the information properly, such as in the
United States (Golan et al., 2001), makes
labelling a policy tool that is highly compatible
with the values and practices of all parties con-
cerned. Given the strategic role of information
in this context, however, potential government
interventions may become hotly contested, as
they leave much room for legal disputes over
the description of claims and appropriate dis-
claimers. Observers have noted that labelling
may often represent a short-term solution to a
difficult regulatory problem (Golan et al., 2001).
If there are diverging opinions on the appro-
priate regulatory response to an issue, labelling
can become a compromise that is particularly
attractive to policymakers because of its
market-based character. In the long term,
labelling can become one of the first steps in a
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government strategy of gradually increasing
pressure on producers and consumers to steer
their behaviour in a particular direction (e.g.
voluntary labelling as a precursor to manda-
tory labelling). Although purely information-
based policies will usually be insufficient to
achieve societal ‘ideals’ or avoid societal ‘ills,
they may effectively prepare the ground for
more far-reaching measures.

A final consideration for policymakers in
evaluating interventions in labelling refers to
potential conflicts between the national right
to regulate and international trade-related
rules. Despite the differences between coun-
tries in the way they are dealing with the issues
of consumer protection and sustainability,
there are common attempts to improve the
transparency of quality assurances and the
substantiation of socially relevant claims,
whether they are directly product related, such
as health claims for foods, or not, such as
ethical claims (Zadek et al., 1998). One of the
reasons might be that labelling can only keep
its status as a market-based policy tool if poli-
cymakers are able to adapt government inter-
ventions to the developments in the market,
and the latter may require both standardiza-
tion and differentiation of quality assurances
and claims.

WHAT LABELLING MEANS FOR
OTHER GROUPS

Supporting or criticizing labelling schemes are
tools that environmental or social NGOs can
use to put pressure on producers and con-
sumers to make progress towards sustainabil-
ity. This potential function of labelling for third
parties has been highlighted by the economist
Julie Caswell (1997), who argues that the
analysis of labelling policies should not be
restricted to their role as a direct aid to
consumers in making purchase decisions. For
example, a labelling initiative may stimulate
public discussion and crystallize a set of judge-
ments on the environmentally or morally rele-
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vant qualities of a product. The discussion on
these judgements can provide guidelines for
appropriate actions by producers, retailers,
consumers and other groups. A labelling
initiative may also create new relationships
between companies and NGOs in the develop-
ment of standards for practices that are suffi-
ciently more sustainable than the conventional
ones (Kiker and Putz, 1997). This can be par-
ticularly important in view of the possible gap
between sustainability issues as conceived by
large companies and those perceived by other
groups.

The role of critics of conventional practices
is most fundamentally performed by those
NGOs who act in a tradition of opposition to
the domination of society by consumerism.
Consumerism has always provoked opposi-
tion, inspired by various moral, aesthetical and
political themes (Stearns, 2001). Although the
rather heterogeneous nature of this opposition
should not be underestimated, its key themes
have much in common with the concept of sus-
tainability. This means that a variety of protest
groups and more established NGOs may put
pressure on companies and governments, for
example by public campaigns or court actions
to disseminate information about the environ-
mental and social consequences of consump-
tion. As far as their criticism is based on
opposition to consumerism, it is not likely
that they will support a labelling initiative
to promote sustainable consumption without
also promoting other themes, such as consum-
ing less, consuming second hand products or
consuming products for a longer time. A more
radical point of view, noted by Peattie (2001),
is that labelling will do too little to transform
the environmental or social impacts of entire
markets and that it should be denounced as
potentially counterproductive. In contrast,
groups that are closer to the mainstream, such
as many consumer organizations, show a
broad support for labelling as a tool for
sustainable consumption, provided that mis-
leading claims are eliminated (Consumers
International, 1999).

Copyright © 2003 John Wiley & Sons, Ltd and ERP Environment

262

CONCLUSIONS

Taken together, the evidence in the preceding
sections underlines the special status of sus-
tainability labelling. The claim that a certain
product or service has an advantage over a
conventional one from the perspective of sus-
tainability is more than just a marketing tool.
It refers to ills that can be avoided or ideals that
can be achieved in relation to the present
production and consumption patterns. By its
nature, it is closely connected with the pressure
that is generated by all kinds of actor in society
to change these patterns in a more sustainable
direction. Because this pressure is not the same
in all sectors and industries, it is not feasible to
draw generalizing conclusions on the effec-
tiveness of labelling and certification schemes.
What labelling might produce, at the very
least, is that it helps us to learn more about the
arguments used to substantiate or to challenge
a claim. This learning process requires a trans-
parent organization of labelling schemes with
enough opportunities for stakeholders to
participate in the design of sustainability
standards.

A more effective change might be produced
through the interaction between societal pres-
sure and market forces. Many companies will
need improved control over all the relevant
aspects of product quality, including the way
the product has been produced. This will often
require more functional co-ordination of
widely dispersed activities and more disclo-
sure of information across the whole supply
chain. Improved control is particularly neces-
sary for those companies that want to supply
to increasingly discriminating (niche) markets.
Sustainability issues may be incorporated into
their quality management and quality assur-
ance programmes, but that will depend on the
ripeness of the issue involved (i.e. innovations
and ‘hot topics’). Moreover, a company’s
strategy to improve its sustainability perfor-
mance may show a mixture of competitive
and collaborative approaches. Whether it will
disclose its sustainability performance by a dis-
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tinctive label or by some other means is a
matter of benefits and costs in view of its mar-
keting opportunities.

Producers and consumers are still learning
how to communicate about sustainability
issues in the context of the marketplace.
Actually, both of them have to cope with mixed
motives, which include other considerations
than the environmental and moral advantage
of a product. Consumers can learn, but this
takes time and also positive experiences
instead of lingering doubts about deceptive
commercial practices. Similarly, in order to
pursue the diffusion of ecologically or ethically
sound products from small niche markets to
mass markets producers will need time to find
out what kind of ‘green and good” products
consumers really want.

As a result of new marketing strategies, it
can be expected that the role of environmental
and social labels in the communication
between companies and consumers will
become more differentiated, varying from
direct shopping aids to background quality
assurances. The new strategies may also
involve the information the labelling is
intended to convey to consumers increasingly
referring to the overall corporate image of a
store chain or a line of products. In that case, a
retailer or producer can claim the distinctive
environmental and moral advantage with
regard to an assortment of products. This
development might increase the probability
that consumers come into contact with a
labelled product and that they include it in
their set of choice alternatives.

The potential change in the information
environment for products and services may
give rise to additional questions about whether
and how claims should be regulated. Govern-
ment interventions in labelling will often be a
complement to or a substitute for other policy
tools to improve consumer protection or to
achieve sustainability objectives. The links
with other tools and broader issues have
important consequences for the design and
the evaluation of an intervention, because

Copyright © 2003 John Wiley & Sons, Ltd and ERP Environment

labelling will be insufficient to achieve these
goals if it is merely an isolated action. More-
over, if policymakers want to optimize the
design of this tool, they should adapt the inter-
vention carefully to the developments in the
market and these may require both standard-
ization and differentiation of claims.
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