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Executive Summary

· Fisheries around the world suffer from poor management, leading to a decrease in fish stocks.

· The Marine Stewardship Council uses a certification program for sustainable fisheries, leading to ecolabeling of seafood products, creating consumer demand for the MSC-labeled products and a market-based incentive for better fisheries management.

· Six fisheries worldwide have been certified thus far: Western Australian rock lobster, Alaskan salmon, Thames herring (UK), Burry Inlet cockles (UK), New Zealand hoki, South West UK handline mackerel, with seven fisheries in full assessment and more than two dozen fisheries at other points in the process.
· Over 105 product lines in 10 countries around the world now carry the MSC label.
· Some of the largest supermarket corporations around the world (predominately in North America and Europe) are supporting the MSC program, carrying MSC-labeled product in their stores and doing major promotions of these seafood products.  Thus, consumer access to MSC-products is good and growing.
· Supermarket attitudes toward MSC-labeled seafood products are very positive, with a continued commitment to carry and promote MSC-labeled products.
· Market effects of the MSC program have been to increase interest by retailers and restaurateurs in carrying MSC-labeled seafood products, instigate the creation of new brands for these products such as ‘Fish for Life’ by Youngs Bluecrest, penetration by products into markets previously unavailable to them, increases in prices and market shares, and improvement in the reputation of the fisheries.
· Major markets for the products are in developed regions such as Australia/New Zealand, North America and Europe, but certification of sustainable fisheries is on-going in developed and developing nations.  Programs have emerged to provide funding for the certification process of developing nations’ fisheries.
· The future market for MSC-labeled seafood products looks bright, particularly as more products from certified fisheries becomes available.
I.
Introduction

Fish is the major source of protein for over one billion people around the world.  Between 1950 and 2000 world catch of wild fish for human consumption increased from 20 to 95 million tons.  As demand for seafood has risen, there has been a race to increasingly exploit known fish stocks, and to find and develop new stocks (McIlgorm 1999).  There is a general consensus that fish stocks worldwide have declined in the past several decades (FAO 1995).

Concern over the status of fish stocks, combined with well-known limitations of command-and-control management mechanisms (Hannesson 1996), has led to initiatives to provide consumers with more information regarding the production process of seafood products.  A recent Wall Street Journal article reports that “restaurants hook diners with vivid accounts of a fish’s final moments” (October 17, 2002, pages D3-D4).  Restaurant menus more and more frequently provide information on the catch method (line caught, troll caught, traps, etc.)  An alternative method of providing consumers with information on the production process of seafood products is to use ecolabeling programs.  In general, ecolabeling programs evaluate the production process with regard to established environmental standards set by an independent third party.  If the process meets these standards, the producer or marketer may buy a license to use a specific ecolabel in its marketing.  The label conveys to the consumer otherwise unobservable information concerning a product’s environmental impact. In the case of seafood markets, consumers who prefer seafood products that are sustainably caught provide a market-based signal to resource managers, creating an incentive to maintain sustainable fisheries resources.  

The objective of this case study is to provide early indicators of the benefits of seafood ecolabeling, and in particular, the impact of the Marine Stewardship Council’s (MSC) fisheries certification program and ecolabel.   The impacts of the MSC program is relevant to two broad groups: 1) the seafood market, including the fishers, processors, wholesalers, importers/exporters, and the retail, foodservice and restaurant sectors; and 2) the environment, by promoting its sustainability, and society at large, including fishing communities and those in society who value sustainable fisheries.  

There are a variety of measures of effectiveness of the MSC certification program.  For example, direct effects on the seafood industry might include greater profits from the higher prices consumers are willing to pay for seafood certified as coming from a 

sustainable fishery.  Another indicator would be an increase in market share for those seafood products that are certified as sustainable, relative to those not certified.  It may also open the product to new markets domestically and overseas.   For the fishing industry, in addition to higher prices, permit and/or quota holders may experience an increase in the value of those permits and/or quotas.  Consumers benefit from the value of additional information on the products they demand. Consumers may be concerned about the impact of fishing practices on dolphins, seals, sea lions, or other marine mammals, and be willing to search for and possibly pay more for seafood products that do not impact these animals.  In general, consumers benefit by knowing that, by buying products with an MSC label, they are supporting healthier oceans and a healthier environment. 

This case study focuses specifically on the market effects, seeking to describe the impacts of MSC certification on all levels of the market.  This is a difficult task, as the first fishery of the six currently certified was certified in 2000.  Thus, very little time has passed from which to draw empirical conclusions.  As a result, this case study will provide anecdotal evidence only.  As time goes by, more fisheries will become certified and more data will become available, at which point empirical analysis may be conducted.  

The remainder of the case study will begin by describing the MSC itself, its principles, goals and practices.  This is followed by a general overview of market effects, followed by a section in which anecdotal evidence specifically in each of the six certified fisheries is presented.  Finally, implications are presented.  The case study is augmented by an appendix in which the economic theory of information is presented.  The economics of information provides a basis from which to see the costs and benefits of labeling to both consumers and producers.

II.
Marine Stewardship Council

The Marine Stewardship Council (MSC) is a non-profit, non-governmental, international organization established to promote sustainable fisheries and responsible fishing practices worldwide.  The MSC has developed a logo that informs consumers that when they buy seafood products with the MSC logo, they are supporting healthier oceans and a healthier environment (www.msc.org).  Only fisheries certified to be sustainable will be producing products with that logo.

The World Wildlife Fund (WWF) teamed up with Unilever, the multi-national corporation, to create the MSC in 1996.  The purpose of the MSC is to reward environmentally-responsible fishery management and practices to fisheries that have been independently certified to its environmental standard.  Those that are certified have the right to place a label on their products informing the consumers that this product was caught from a well-managed and sustainable fishery. The goal of the MSC is to provide a market-based set of incentives for better management of the world’s fisheries to achieve sustainable seafood production, in contrast to the current prevalence of command-and-control management of fisheries.

The MSC’s mission is to safeguard the world’s seafood supply by promoting the best environmental choice. The MSC works toward sustainable marine fisheries by promoting responsible, environmentally appropriate, socially beneficial and economically viable fisheries practices, while maintaining the biodiversity, productivity and ecological processes of the marine environment, through three principles:

Principle 1: A fishery must be conducted in a manner that does not lead to over-fishing or depletion of the exploited populations and, for those populations that are depleted, the fishery must be conducted in a manner that demonstrably leads to their recovery.

Principle 2: Fishing operations should allow for the maintenance of the structure, productivity, function and diversity of the ecosystem (including habitat and associated dependent and ecologically related species) on which the fishery depends.

Principle 3: The fishery is subject to an effective management system that respects local, national and international laws and standards and incorporates institutional and operational frameworks that require use of the resource to be responsible and sustainable.

Based on this mission and the three principles noted above, the MSC has created standards which fisheries must meet before they can become certified.  Certification is completely voluntary.  Having set those standards, the MSC has accredited a number of certification firms (third-party independent entities) who then judge the fishery against the standard.  Once the fishery is certified, then the MSC’s trading company, MSCI, licenses the use of the MSC logo.  Fisheries certified to date are Western Australian rock lobster, Thames (UK) herring, Burry Inlet (UK) cockles, Alaskan salmon, New Zealand hoki, and the South West (Cornwall - UK) mackerel handline fishery.  Seven fisheries are currently in full assessment and more than two dozen fisheries are at other points in the process – among them, the South Georgia toothfish fishery, and the largest fishery in the U.S. - the Alaska pollock fishery.

III.
Market Impacts

The first portion of this section  describes consumers’ current access to MSC-labeled seafood products.  Consumer access to the product is key to the effectiveness of the ecolabel.  The effectiveness of ecolabels also depends on consumer awareness of the label, and consumer acceptance of the label (trust and understanding).  Awareness is generally the result of a successful promotion.  Acceptance depends on: 1) public understanding of the relevant issues; 2) public understanding of the connection between relevant issues and product choices; 3) an accurate and clearly understood presentation of the product attributes; and 4) an understanding of what specific actions (e.g. purchase decisions) individuals can take in response to the information provided by the labeling program.  A labeling program is also more likely to be accepted if it is offered by a credible source.  

The second portion of this section looks at each of the certified fisheries individually.  Some of the effects of the MSC label differ between fisheries.

A. Consumer Access to MSC-labeled seafood products:

Over 105 products lines in 10 countries around the world now carry the MSC label.  Consumers’ access to MSC product is significant, particularly in the U.S. and Western Europe.  Consumer access to MSC-certified Alaskan salmon is especially good as this is the largest fishery certified thus far, with landings of 722 million pounds in 2001, and therefore has the most product available for distribution in retail outlets.

In the U.S., Whole Foods Market is the nation’s leading natural foods grocer currently selling MSC-labeled products in more than 130 stores nationwide.  Whole Foods’ vice president Ms. Margaret Wittenberg is quoted in the MSC annual report 2001/2002 as stating, “We applaud the MSC certification programme as it gives our customers confidence that purchasing seafood from certified sustainable fisheries will not contribute to overfishing or the harming of marine ecosystems.”  

Norm Thompson outfitters ship smoked salmon with the MSC logo through Norm Thompson holiday catalogs.  SeaBear sells two MSC-labeled smoked Alaska salmon products in the U.S.  Also, Vital Choice Seafoods and Wildcatch sell MSC-labeled canned Alaskan salmon products in the U.S.  Internationally, the MSC program is used by the Unilever Corporation (the world’s largest food company), and the five largest Alaskan salmon producers Trident Seafoods, Ocean Beauty Seafoods, Wards Cove Seafoods, Peter Pan, and Icicle Seafoods.  Youngs Bluecrest and Interocean Seafoods also support the MSC program.  Major international retail support comes from Migros Cooperative and Coop Schweitz in Switzerland, Delhaize based in Belgium, and Tesco, Marks and Spencers and Sainsburys in the United Kingdom.  Gottfried Friedrichs in Germany has just begun to market MSC products in October 2002.

Migros, the first supermarket chain in continental Europe to sell MSC products, reports that they currently have 27 MSC-labeled items in their assortment of products, with about 6% of the value of all fish sales in 2001.  This is approximately a 20% increase above 2000.  Migros has conducted several aggressive product promotions of the MSC product to their consumers, building consumers’ recognition of the logo and the logo’s meaning.

Delhaize, which has 117 supermarkets in Belgium, with 183 affiliated supermarkets, 148 smaller neighborhood grocery stores, sells many environmentally-responsible products and is enthusiastic about including MSC products in their product line.  Other environmentally-responsible products it carries includes Forest Stewardship Council (FSC)-labeled wood products, organic and fair trade products.  Eighty-five percent of Delhaize’s product turnover comes from abroad, predominately in the US, with 5.1% of turnover in Central Europe and 0.9% in East Asia.  Delhaize has the third-largest number of supermarkets in New England (Hannaford Brothers.) with 86 stores and 9% of the market.  

Two leading supermarket chains in the UK, Tesco and Sainsburys, competed to become the first to have newly-certified product on their shelves. Sainsburys, the UK’s largest fish retailer, was an early supporter of the MSC and the first UK supermarket to stock MSC-labeled seafood products.  Sainsburys sells Thames herring and Cornish mackerel in season, and has stocked Alaskan salmon since the summer of 2002.  Several other products are sold such as New Zealand hoki, sold as breaded fillets.  Turnover in MSC-certified fish increased by 25% last year.  A recent article in Green Futures (November/December 2002, pg. 50) reported that Sainsburys is helping test the market for sustainable tuna.  Tuna comprises 4% of Sainsburys’ fresh fish sales, and this percentage is rising.  The company is funding research focusing on the certification potential for the primary commercially-exploited species (yellowfin and skipjack tuna) in the Pacific region (East 2002).  Marks and Spencers have at various times stocked MSC products, with the exception of cockles and herring because they believe that there are no customers for this type of product.  They currently sell three MSC-labeled products (breaded New Zealand hoki, smoked Alaska salmon and fresh South West mackerel).

One producer, Young’s Bluecrest, the largest seafood producer in the UK, having recognized the potential value of the MSC label, has created an entirely new brand based around the MSC label.  They have introduced a breaded New Zealand hoki product as the first in a new seafood range called ‘Fish for Life,’ highlighting fish which have been independently assessed as coming from properly managed and sustainable sources.  A second product in this range, a value added Alaskan salmon product, has recently been launched.  The ‘Fish for Life’ brand is designed to promote the health benefits of fish to the consumer and assure them that by buying these products they have not contributed to the global problem of overfishing.

In the foodservice sector, there has been a growing interest in the MSC program.  Currently, two UK chains are using the MSC logo, the Fish! chain of restaurants and Little Chef.

In summary, consumer access to MSC-certified products is large and growing.  Many seafood buyers for grocery corporations have indicated that they look forward to when there is a wider choice of MSC-certified products available so that they can increase the range of offerings to their customers.  To this point it appears that there is a significant amount of receptiveness of the MSC products in the market, which bodes very well for the future of certified seafood.

To see how individual certified fisheries have fared, the next sections focus specifically on a case-by-case basis.  The previous section shows consumer access is available to most of these products.

B. Effects in Specific Fisheries

Western Australian Rock Lobster – certified March 2000

Lobster Australia exports AU$30 million (approximately US$17 million) of live lobster per year.  There has been an increase of 20-25 new enquiries to the Western Rock Lobster Development Association since the successful MSC certification of the fishery was announced in March 2000.  This represents a 15% increase on the previous year.  

The primary market for this product is Asia, such as Japan, Taiwan and Singapore, where consumers are reportedly not as interested in environmental attributes of products.  However, the European Union (EU) market has increased its demand for Western Australian rock lobster somewhat.  The Australians hope that the MSC label can help them overcome the depressing effects on demand from the 12% tariff barrier the EU places on Australian product.  The competition in this market for lobster is tough, especially when Canadian lobster faces an 8% tariff while Cuban product has no tariff placed on its imports by the EU.

Thames Herring – certified March 2000

Local fishermen have reported that as the likely certification of this fishery became known there was an immediate rise in the price for their herring.  A driftnet fisherman was quoted at the time of certification as saying, “Even before the certification was granted, a buyer called and wanted to buy it all and the selling price also went up from £2.00/14lb (US$3.20/14lb) to £3.00/14lb (US$4.80/14lb) immediately.”  In the first year of its certification, the level of interest from the retail sector increased and prices paid to the herring fishermen rose by up to 50%.  Many retailers had never stocked Thames herring before they carried the MSC label. 

New Zealand Hoki – certified March 2001

Soon after certification of the New Zealand hoki fishery, Unilever began to purchase NZ hoki for the first time, the value of which was thought to be in excess of US$3 million.  Unilever has indicated that it would take at least 4,000 tonnes a year from local hoki stocks which will mean the industry benefits by as much as US$10 million.

The share prices of New Zealand’s largest fishing company, Sanford Group Ltd., which is the main fishing company associated with the hoki fishery, have risen steadily.  The shares were at an all-time high after the hoki fishery gained MSC certification as a profit increase was predicted.

Sealord Group Ltd. reports that there are a number of  hoki products sold with the MSC label.  The greatest volume comes from Frozen-at-Sea fillet blocks that are sold to major European seafood processors.  Through 2001, nine major European processors signed up for MSC hoki products, and in 2002 there are 13 products registered with major brands like Iglo, Birdseye, Young’s Bluecrest and Sainsburys.  Sainsburys had dropped hoki from product selection, but reintroduced it once it was certified.  

An estimate of the value of MSC-labeled hoki runs to NZ$50million (approximately US$25 million) for 2002.  While it is difficult to separate out cause and effect, the price of hoki blocks has risen around 10% over the last year, since certification.  Furthermore, while it is always hard to assign particular outcomes to single dimensions, the expectation and achievement of MSC certification for hoki has been a major contributor to the stability of the industry over the last 2 years.   With species branding (selling hoki as hoki rather than whitefish), MSC labeling and the commitment of the major processors/marketers it is anticipated that some of the volatility of the generic whitefish market will be avoided.

A reduction in price volatility is a measure of success for ecolabeling.  For example, retailers committed to MSC product have very few substitutes within the MSC-labeled product category, and cannot substitute to others even if prices of the substitutes decline.  This is particularly true for whitefish, such as hoki.  Companies such as Unilever usually switch between whitefish categories (haddock, cod, pollock) to use in fish sticks with 10% changes in price.  Now they are committed to whitefish from sustainable sources, and as a result are not as easily able to switch between whitefish products.  This results in lower price volatility.  However, we should keep in mind that as more whitefish products become certified (e.g. Alaska pollock) this reduction in price volatility will likely decrease.
South West Mackerel Handline Fishery (UK) – certified May 2001

The only market anecdotes uncovered for this fishery was that the following products are now on sale on a seasonal basis: Tesco fresh mackerel, Migros fresh mackerel, Migros smoked mackerel and Marks and Spencer fresh mackerel.  

Burry Inlet Cockles (UK) – certified April 2001

Similar to the Cornish mackerel fishery, there is little information available on market impacts.  The fishery was certified as sustainable, however, there are public health and product quality issues in this fishery that detract from its MSC certification and prevents the product from appearing in the marketplace.  

Alaska salmon – certified September 2000

The Alaskan salmon fishery, including all five Pacific species (chinook, coho, sockeye, chum and pink) and all gear types, was certified in September 2000, although it was 2002 before a significant number of companies were certified to sell MSC-labeled product.  For that reason, there is very little anecdotal or empirical information on the market impacts of MSC ecolabeling on Alaskan salmon.  

At present, there are over 60 companies that have MSC chain-of-custody certification, including the 5 largest producers: Trident Seafoods, Peter Pan, Icicle Seafoods, Ocean Beauty Seafoods and Wards Cove Seafoods.  

Whole Foods Markets kicked off sales of labeled Alaskan salmon in its stores with a big promotion in June and July 2002 called “Fish For Our Future.”  The Fish For Our Future educational awareness campaign highlighted wild Alaska salmon, the first North American seafood species to earn an ecolabel from the MSC.  They have reported strong interest and strong sales during the promotions.  They are currently in the planning for a 2003 promotion.

This summer, Washington-based SeaBear was the first U.S. firm to apply the MSC’s ecolabel to a nationally distributed smoked salmon product.  The logo is featured on their top-selling Copper River smoked salmon.  SeaBear ships wild salmon direct to customers across the country and also sells its products through high-quality retailers including Thriftway, Hannaford Brothers, QFC and Larry’s.

In November 2001, Norm Thompson Outfitters of Portland, Oregon became the first catalog company in the world to offer smoked salmon products bearing the MSC label.

John West® canned salmon is the market leader in Australia and New Zealand, and bears the MSC logo in Australia.  Unilever is the owner of the John West® brand.

Given that there is not much information so far on actual impacts of the MSC label on Alaskan salmon, it is worth emphasizing that the potential market impacts of MSC certification of the Alaskan salmon fishery are significant.  Potential market impacts of certification may: 1) create an increase in prices; 2) reverse the decline in market share in markets domestic and overseas; and 3) make in-roads into new markets.  Taking each of these in turn, it can be shown that Alaskan salmon is in a market position in which the MSC label is may well have a positive effect.

Reverse the decline in market share in key markets:  Alaskan salmon’s market share in key markets (domestic, Japan, Europe) has declined in the last decade.  A portion of the decline is explained by a supply effect: production of farmed salmon has overtaken the supply of wild salmon.  In 1980 wild salmon supplies were 100% of worldwide production of salmon.  As production of farmed salmon increased in the next two decades, by 2001 wild salmon constituted only 50% of worldwide salmon production.  The other portion of the loss in market share is a demand effect: advertising and promotion of farmed salmon has been very effective, and has generated new markets for salmon, in southern Europe, as well as flooding established markets such as Japan and northern Europe.  As a result, market shares in key export markets have also declined, even in markets formerly purchasing only wild salmon.  Exports of fresh/frozen, eviscerated salmon from the U.S. to Japan have steadily dropped from 176 million pounds in 1996 to 84 million pounds in 2000.  Among its suppliers, Japan has reduced its imports of salmon from the U.S. and increased its imports of farmed salmon and salmon trout from Chile.

MSC certification of Alaskan salmon is one means to increase the differentiation of wild salmon from farmed salmon, and may have a positive demand effect on its own.  If certification has a positive impact on demand, we would expect to see consumers turning from farmed to Alaskan wild salmon.  Since certification in 2000, there are indeed reports that sellers of Alaskan salmon are finding buyers in Europe for MSC-labeled Alaskan salmon, and that these sales are re-capturing sales that were previously lost to farmed Atlantic salmon, particularly in the smoked markets.  The interest in MSC-labeled Alaskan salmon seems to be driven by a desire to have natural products that can more easily sit side-by-side with organic and natural foods than farmed fish.

Make in-roads into new markets: In some foreign markets where salmon consumption was historically extremely small, farmed salmon promotions created new markets for salmon – but only for farmed salmon.  This is true in such European nations as Italy and Poland.  Concentrated promotions of wild MSC-labeled Alaska salmon, such as those done by major retailers in other parts of Europe and the U.S., will help to create market share in markets such as these. 

Create an increase in prices:  Prices of Alaskan salmon have declined in real terms over the past two decades, in large part because world supply of salmon has outstripped demand, creating a market where producers of farmed and wild salmon are price-takers.  MSC certification provides the producers of Alaskan salmon to differentiate their product, effectively transforming Alaskan salmon from a commodity to a niche market product.   

Landings of Pacific salmon by Alaska were approximately 327,000 metric tons in 2001.  During the period 1992 through 2001, landings ranged between a low of 257,000 metric tons in 1997 and high of 462,000 metric tons in 1995.
  As a result, exvessel prices have also ranged widely.  During 1995 with the record landings, prices of chinook were $1.16/lb, sockeye at $0.85/lb, coho at $0.51/lb, chum at $0.26/lb and pink at $0.15/lb.  During 1997 when landings were at their lowest, prices of chinook were $1.55/lb, sockeye at $0.92/lb, coho at $0.64/lb, chum at $0.24/lb and pink at $0.13/lb  (source: Alaska Department of Fish and Game; NOAA/National Marine Fisheries Service). Notice that the prices of chinook, coho and sockeye do follow the law of demand and supply, i.e. when supplies increase the prices decrease.

Meanwhile, world farmed salmon production was virtually zero in the early 1980s and has now exceeded 50% of total (wild and aquacultured) salmon production, not including farmed salmon trout.  World farmed salmon production doubled from 527,000 metric tons in 1995 to 1,113,000 metric tons in 2001.  Not surprisingly, wholesale prices for farmed salmon in the U.S. has steadily declined from approximately $2.50/lb in 1995 to $1.55/lb in 2001 (FOB Northeast U.S., Atlantic salmon, 6 – 8 pounds; Source: Urner-Barry).

As the presence of the MSC label and consumer education on sustainable fisheries continues for Alaskan salmon, this will provide Alaskan salmon with a valuable marketing opportunity.  This is particularly true as consumers are faced with more questions regarding the quality of farmed salmon (use of vaccines and antibiotics) as well as farming practices’ impacts on the environment.  As consumer demand for Alaskan salmon increases due to certification, particularly for fresh/frozen and smoked salmon, there may be corresponding increases in prices, most likely for chinook, coho and sockeye salmon.

There is a cautionary note, however.  Farmed salmon appears to compete primarily with chinook, coho and sockeye salmon in the fresh/frozen and smoked markets. It is important to note that in Alaska chinook is only 1% of total salmon landings, coho is only 5% of total salmon landings, and sockeye is only 33% of total salmon landings (NMFS, 2001).  That leaves 58% of U.S. salmon catch in pink and chum.  As landings of chum and pink salmon have gone down, prices of these species have continued to decrease, which is opposite of the case for the other species.  This might seem to contradict the laws of demand and supply, so there must be something other than increasing supplies that has negatively affected the price of these two species.  One possible cause is that the bulk of pink salmon is processed into canned form.  There seems to be a decline in demand for canned product, while the demand for fresh/frozen salmon is increasing.  The quality of chinook, coho and sockeye is believed to be higher than that of pink, therefore fresh/frozen pink salmon is not as likely to be in demand.  Chum salmon tend to mostly be exported to Japan, where it competes directly with Japanese chum salmon in the salted salmon market.  As Japanese landings of domestic chum have increased, there has been less demand for Alaskan chum.  A bright spot is that chum is competing with farmed salmon in ready meals and food service lines that would otherwise used farmed Atlantic or coho.  However, the bottom line remains that it may be a bit longer before we see positive impacts from MSC certification on the pink and chum fisheries.

IV.
Implications for the future of MSC-certified seafood

The primary difficulty retailers have in supporting the MSC program and providing MSC-labeled product to consumers is the limited availability of MSC-labeled products.  In part this is because many of the fisheries certified so far are seasonal in nature, where high quality product is not available during all parts of the year.  A few of the fisheries presently certified are too small to provide an abundance of product to the market, e.g. Burry Inlet cockles and Thames herring.  Thus, certification of additional fisheries is necessary in order to increase availability of product for the market and to help ensure the effectiveness of the MSC certification program.

The implications of an increased number of fisheries certified are twofold.  First, more product in supermarkets and restaurants and product promotions will increase consumer awareness of the plight of wild fisheries around the world and what they as consumers are able to do about it.  As long as retailers and restaurants are willing to team up with the MSC and conduct product promotions such as that done by Whole Foods Markets in the U.S., sales will likely grow.  This is a necessary condition to maintain interest on the part of the retail industry and firms down the market chain.  Second, an increased number of fisheries certified has the intended effect of improving the ocean environment.  There seems to be a trend emerging whereby once a fishery has been certified, other fisheries of similar species are seeking certification.  For example, two lobster fisheries have come forward for certification after the Western Australian rock lobster fishery certification was announced.   Similarly, soon after the Alaska salmon fishery was certified, the salmon industry in British Columbia requested that its fishery proceed with the certification process.  
The major markets for MSC-labeled product will likely remain in North America, Australia/New Zealand, and Europe for the near future, as consumers in these regions are also more disposed toward purchasing low environmental impact products, such as organic foods, FSC-labeled wood products, and less well-known fair trade products.

This does not mean that developing nations are being left behind.  There is concern on the part of developing nations that they will not be able to gain access to these markets as it is financially difficult to certify fisheries in their countries (OECD 2002).  However, efforts are underway within and outside the MSC to encourage and help fund certification of fisheries in countries around the world, including those in developing nations.  This in turn will provide a wider variety of MSC-labeled products with the benefits discussed above.  In addition, fisheries in developing nations will benefit by facing the same market opportunities as the other certified fisheries: increased prices for their product, increased market shares in export markets, and the possibility to enter into markets previously not interested in their products.

In sum, based on the information conveyed in this case study, the market for MSC-labeled products looks bright.  As a result, the goals of the MSC are closer to being met: healthier fisheries and oceans as a result of the presence of market-based incentives for better management of the world’s fisheries to achieve sustainable seafood production, to supplement more traditional fisheries management regulations.  

Appendix:  Economics of Information
The underlying economic theory for labeling products can be traced back to Stigler’s (1961) work on the economics of information.  Stigler portrays information as a valuable resource.  Determining the pool of sellers, and prices demanded by each seller for a good, is a time consuming task.  Thus there is a “search cost” attributable to time and energy expended by the consumer in determining the seller with the lowest price.  Of course, the higher valued the good is, the greater might be the benefit of searching; conversely, the higher one’s income, the higher the opportunity cost of searching for the lowest priced seller.  According to Stigler, a consumer searches for information until the marginal benefit of additional information is equal to the marginal cost of obtaining the additional information.  As a result, there is a willingness to pay for information (or demand curve), and there is a marginal cost of information (or supply curve).

Nelson (1970; 1974) contends that the problem of determining quality levels in the market is even greater than that of determining price levels, since information about quality is usually more difficult to obtain than information on prices.  In addition, since it is often impossible for buyers to tell the difference between good products and bad products, there is an incentive in some markets for sellers to promise high quality products but market poor quality products, as pointed out by Akerlof (1970).  

Nelson distinguished between two types of products, search goods and experience goods.  Search goods are goods that one can determine the quality of by searching, where quality might be defined as price, size of package, or color.  One discerns quality of experience goods by experiencing taste, durability, or maintenance needs.  Darby and Karni (1973) expand this to search, experience and credence goods.  Credence goods are goods which you cannot determine quality either through search or experience, such as the production process of a good.  For these goods, one must rely on a third party to provide truthful information to the consumer whether the product is high quality or not.  In this climate, either a third-party certification is used, or there may be government regulations.  

Consumers’ acceptance of producers’ claims will vary by the nature of the characteristic advertised.  Search and experience goods may be advertised by producers to provide consumers with information on the lowest prices and highest quality among stores in their area and other information.  This will lower the consumer’s search costs. Search characteristics, which can be readily checked by the consumer before purchase, are hypothetically the most accurately advertised.  The producer elects to undertake the advertising as long as he sees this as a means to increase market share.  In addition, producers will generally disclose only information advantageous to them.  This competitive disclosure process results in explicit claims for all positive aspects of goods, and causes consumers to be suspicious of goods without claims (Aldrich 1999).

Credence goods are more complicated in that consumers cannot determine the product’s quality even after they buy and consume it (Darby and Karni, 1973).  In this case we truly have an imperfect market because first, there is asymmetry in possession of knowledge between producer and consumer, and second, because it is not practical for consumers to assess the quality of the product.  For example, the environmental friendliness of a good is an attribute of credence goods since it is in general infeasible for the consumer to observe the production process.  According to Caswell (1998), labeling can transform credence attributes to search attributes that allow the consumer to judge quality of the good before they purchase it.

Demand and Supply of Attributes

Recognizing that attributes have value to consumers, Lancaster (1966) characterized consumer demand for products instead as consumer demand for a bundle of attributes, where each product has one or more attributes. The essence of Lancaster’s framework is that a good by itself does not yield utility, but it possesses characteristics (attributes) that do create utility.  

Lancaster’s work has been the underlying theory that is used as justification for much of the economic analysis that has been done evaluating consumers’ preferences for seafood safety (Wessells and Anderson 1995; Wessells, Kline and Anderson 1996), seafood ecolabeling (Johnston, Wessells, Donath and Asche 2001) and other seafood attributes (Holland and Wessells 1998).  By viewing the characteristics of a seafood product as quality, safety, price, production process, taste, color, etc., one can evaluate the marginal value of each of these attributes to the consumer.

Hooker and Caswell (1996) created a table with examples of quality attributes of food products, which is reproduced in Table 1. These attributes apply as well to seafood as they do to other types of food products.  The table has a mix of search, experience and credence goods.  For example, all the food safety, nutrition and process attributes could be labeled as credence goods, while some of the value attributes (e.g. size and appearance) are search attributes.  Experience goods may include taste, convenience of preparation, and package attributes.

Table 1.  Quality Attributes of Food Products.
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1. Food Safety Attributes

Foodborne pathogens

Heavy Metals

Chemical residues

Food additives

Naturally occurring toxins

Veterinary residues

2. Nutrition Attributes

Fat

Calories

Fiber

Sodium

Vitamins

Minerals
3. Value Attributes

Purity


Compositional integrity


Size


Appearance


Taste


Convenience of preparation
4. Package Attributes

Package Materials

Labeling

Other information provided (recipes, etc)

5. Process Attributes

Animal welfare

Biotechnology

Environmental Impact

Chemical use

Worker safety 


Source: (Hooker and Caswell 1996)
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� Total world production of wild salmon has grown from approximately 550,000 metric tons in 1980 to 700,000 metric tons in 2001.  Other nations catching wild salmon include Canada, Japan and Russia.
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