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ABSTRACT 

To begin to understand consumers’ preferences for labels, it must be 

understood what consumers believe they are obtaining from the labels, and whether 

their perceptions deviate from what they are truly being guaranteed by a label. To 

study the impact of a label conveying minimal additional information on consumer 

willingness to pay (WTP) and perceptions, this thesis examined the impact of adding 

such a label on consumer WTP for a watermelon. The label conveying minimal 

additional information was a Mar-Del Watermelon Association label. The main 

information that the label conveyed was that the watermelon had been grown in either 

Maryland or Delaware, meaning that this label conveyed the potential for the 

watermelon to be local. However, consumers were told that all watermelons available 

to them regardless of labeling had been grown in Delaware, theoretically negating the 

main additional information being conveyed by the Mar-Del label.  

Field experiments were conducted in eight locations with a total of 328 

participants in farmer’s markets and parks in Cecil County, Maryland, Chester 

County, Pennsylvania, New Castle County, Delaware, and Sussex County, Delaware 

(where a ferry terminal was used as opposed to a park).  To study the impact of the 

Mar-Del label, changes in WTP were observed when the label was added both to no 

label and when added to a preserved farm label, which told participants that the 

watermelon had been grown on preserved farmland in Delaware.  A  
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 ix 

Becker-DeGroot-Marschak (BDM) mechanism was used to elicit WTP. Participants 

then completed a survey on shopping habits, demographics, perceptions of taste, 

safety, and locality, and perceptions of preserved farmland.  

 On average participants were willing to pay $1.82 more for a watermelon with 

the Mar-Del label compared to no label and $0.60 more for the Mar-Del label when 

added to the preserved farm label. When the Mar-Del label was added either to no 

label or the preserved farm label, consumers’ expectations of taste, food safety, and 

belief that the watermelon was local all increased at at least the 5% level of statistical 

significance. Therefore, the addition of a label conveying minimal information made 

participants believe that the watermelon would taste better, was safer in terms of food 

safety, and was more likely to meet their definition of local. 

 Results showed that the addition of a local label, regardless of actual additional 

information provided, increases consumer’s trust that the food product will taste 

better, has a higher level of food safety, and is local. This finding could have 

significant impact for both farmers within the Mar-Del Watermelon Association, and 

have a more widespread impact on farmers across the U.S. In broader applications, 

simply including a label, even if it does not convey significant information, could 

result in consumers willing to pay more for a watermelon grown at any farm across the 

U.S., resulting in increased profits for the farmers, and a higher trust on behalf of the 

consumers that their food will taste good, will be safe, and is local.  It is possible these 

findings could apply to any food product, although further studies would be required 

to establish this effect.  
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Chapter 1 

INTRODUCTION 

1.1 Background 

 As consumers become more interested in food production practices and 

nutrition, food labeling has become critical in signaling various attributes of food. This 

can result in premiums placed on food viewed as safer, healthier, more 

environmentally friendly, or having some other positive social benefit.  Literature has 

indicated that there are premiums for food labels besides mandated nutritional labels, 

such as labels indicating that food is organic or eco-friendly. These premiums are 

generated when consumers are provided with previously unknown information on the 

goods they are purchasing, where labeling is crucial as the attributes may be attributes 

that the consumer can not personally identify (credence attributes) although they still 

desire the attributes. However, literature remains divided and sparse on the impacts of 

labels that are not conveying significantly new information. This thesis examined the 

effects on consumer willingness to pay (WTP) for a label that was not introducing 

significant additional information. 

 The thesis specifically examined the effects of a local label that was not 

conveying new information concerning the food product’s origin. A local label was 

selected as the type of label to use, as there is already widespread variation in 
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perceptions of what it means for food to be local. Although this study ensured that the 

local label used did not introduce significantly new information, the pre-existing 

variation in definitions for local further allowed the tested label to not introduce new 

information. Recent years have seen a significant increase in demand for locally 

produced food, leading to premiums for food advertised as local. Although there is 

widespread interest in local goods, there is no agreed upon definition for what makes 

food local. Congress defined locally produced agricultural goods in the Food, Energy, 

and Conservation Act of 2008 as transported less than 400 miles from the origin or 

produced within the same state as the final region in which the product is marketed 

(United States, Congress, House 2007). Despite this legal definition, there is a wide 

range of definitions of local used in practice that can vary based on traveling distances, 

political boundaries, place of residence, type of product, season, and other factors 

(Feldmann and Hamm 2015).  Regardless of its definition, there remain premiums for 

local goods. Through the use of a local label conveying little significant information, 

this thesis studied both the impact of labels with minimal information, in addition to 

further exploring what local means to different consumers by asking consumers to rate 

how each label type aligns with their personal definitions of what it means to be local.  

1.2 Objectives 

 This thesis studied the impacts of a local label conveying minimal information. 

To observe these effects, field experiments were conducted using watermelons as the 

tested food product. Field experiments allow participants to spend real money for the 
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chance to receive an actual watermelon, meaning that the experiments were not 

hypothetical. Watermelons were selected as the food product to study because of their 

important role in Delaware agriculture. Watermelon sales were the highest among all 

fresh market vegetables in Delaware at $10,856,000 in 2015, with the greatest number 

of fresh market farms dedicated to watermelons (Delaware Department of Agriculture 

2015). In addition, watermelon growers can be part of the Mar-Del Watermelon 

Association, which growers in Maryland and Delaware can join. This association 

provided a natural means to test a local label, as experimenters could use watermelons 

from the association in the field experiments in addition to using the label. 

 To conduct the study, the label from the Mar-Del Watermelon Association was 

used as the local label conveying minimal information. From this point on, the local 

label conveying minimal information will be referred to as the Mar-Del label. This 

label indicates that a watermelon was grown in either Maryland or Delaware. 

However, participants were always told that all watermelons (including the unlabeled 

watermelon) in the experiment were grown in Delaware, thus negating the information 

conveyed by the label. Although location of production is not the only information 

being conveyed by the label, this was still the best label to use to achieve the study’s 

objectives, as other information conveyed by the Mar-Del label was arguably not of 

great importance. For instance, participants were made aware that the Mar-Del 

Watermelon Association label means that the watermelon growers are part of an 

association, in addition to the information concerning the two states of production. 

However, pretesting determined that the majority of participants were unfamiliar with 
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 4 

the association, and the only information provided to participants was that the growers 

were in Maryland or Delaware. This information was provided both by experimenters 

and by the slogan on the label that says “Grown in Maryland & Delaware”. Therefore 

participants had very limited prior knowledge and were not provided with significant 

additional information concerning the association other than the states of the 

association.  

 An additional concern was that the Mar-Del label could be perceived as a 

brand. Brands can generate premiums, and it has been hypothesized that the 

agricultural market could benefit from increased profits through farm-owned brands 

(Hayes and Lence 2015). However, the use of brands is currently not common for 

fresh produce (Kaufman et al. 2000). In addition, consumers have a lower WTP for 

brands of fresh produce compared to brands used in other categories such as 

electronics, clothing, and packaged food (Jin, Zilberman and Heiman 2008). 

Therefore, if there were premiums generated due to consumers perceiving the Mar-Del 

label as a brand, the impact could still be minimal. 

 Another variable introduced by the Mar-Del label was that it includes the 

slogan “MAR-DELicious watermelons – The Original Summertime Treat”.  This 

slogan makes some allegations of superior taste through the use of the word 

“delicious”. However, as it is clearly a marketing slogan, there was no evidence 

provided to substantiate their claim of taste. While the label may have had some 

potential additional information in the form of perceptions concerning associations 

and taste claims, there was still minimal information truly being conveyed other than 
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location of production. Therefore, while the label may have provided some additional 

information, it was still considered minimal. Nevertheless, the thesis still examined the 

impact of the local Mar-Del label on taste expectations to determine the potential 

impact of the slogan. 

The thesis studied the impact of the Mar-Del label compared to no label, when 

experiment participants were already told that all watermelons were grown in 

Delaware, to evaluate how consumers would react to a local label that was not 

providing significantly new information. Not only were consumers told the identical 

origin of the watermelons, thus negating any additional information provided by the 

label on locality, but consumers may also have held varying definitions of local, 

further rendering the information conveyed by the label as non significant to the 

consumer. Because of varying definitions of local held by consumers, participants 

were never specifically told that any of the watermelons were “local.” However, given 

that the label was mainly providing information on the states of production and given 

that some field experiments were conducted in these two states, the experimenters 

viewed the label as a local label, although one goal of the study was to determine 

whether consumers would truly believe that the label meant local. Field experiments 

were also conducted in Pennsylvania, to examine how being outside of the two states 

of production conveyed in the Mar-Del label would impact perceptions of local. It 

should be noted that while in this thesis the Mar-Del label is referring to a local label 

conveying minimal additional information, it was left up to participants to decide 

whether they truly believed the label meant local or not. 
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The study also examined the addition of the Mar-Del label to a Delaware 

preserved farm label, to examine whether the presence of a label conveying 

information would affect the impact of the addition of the local label that was not 

conveying significant information. Preserved farmland is a voluntary, legal agreement 

between a farmer and the government. In exchange for a one-time payment from the 

government, the contract restricts use of the land to agricultural production, ensuring 

that productive farmland remains available for farming forever. In this contract, the 

land still belongs to the farmer, but the easement prohibits any future non-agricultural 

development by landowners. The label conveying that the product (watermelons) was 

grown on preserved farmland in Delaware was conveying significantly new 

information, unlike the local label. For ease of reading, the Delaware preserved farm 

label will be referred to simply as the preserved farm label. 

 In addition to the local label’s impact on WTP, the thesis also examined 

whether the presence of the Mar-Del label impacted consumer expectations of taste, 

food safety, and whether the good was actually considered local by their standards or 

not. It was observed how the state and venue in which data was collected affected 

these perceptions and WTP. The watermelons used in experiments always originated 

from the same state (Delaware), which could potentially have altered participants’ 

perceptions of whether the product was local or not if they were outside of the state of 

production.  

 To seek to answer these questions, the study elicited WTP values for 

watermelons with varying labels. The four label types considered were no label, a 
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Mar-Del label, a preserved farm label, and both a Mar-Del label and preserved farm 

label. Participants were provided with information on both the Mar-Del label and the 

preserved farm label, and were told that all watermelons, including the unlabeled 

watermelon, were grown in Delaware, thus theoretically negating the impact of the 

location claims on the Mar-Del label. The impact on WTP of the addition of the label 

that experimenters believed represented local was analyzed both relative to no label, 

and to the preserved farm label.  

 In addition, the effects of location and venue were examined. Field 

experiments were conducted in four counties total. Consumers in three adjacent 

counties in Maryland, Delaware, and Pennsylvania were studied to determine whether 

state or proximity played more of a role in determining whether consumers viewed a 

food product as local or not. Consumers in Sussex County, Delaware were also studied 

because the selected venues of this county had high levels of tourism. The purpose of 

conducting experiments at venues with lots of tourists was to determine the impact of 

distance traveled on WTP. However, this was not the goal of this thesis, which focuses 

primarily on WTP for the Mar-Del label. Although participants were told that all 

watermelons were grown in Delaware, the Mar-Del label said grown in Maryland and 

Delaware, and the preserved farm label specified Delaware. Field experiments were 

conducted at both a farmer’s market and a more general-population location (a park in 

three counties, and a ferry terminal in Sussex County) to determine whether a venue 

that could potentially draw a sample more informed in food production practices like a 

farmer’s market would impact WTP for the Mar-Del label. Lastly, expectations of 
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 8 

taste, food safety, and ratings of whether the varying labels for the watermelons were 

truly local were also studied. 

There were several possible implications of this study. Despite the existence of 

the Mar-Del label indicating that the watermelon growers are part of the Mar-Del 

Watermelon Association, the label is never displayed on watermelons in Maryland or 

Delaware, although it is occasionally displayed as a poster or banner at farm stands. If 

it could be determined that consumers were willing to pay more for this label, this 

could benefit all farmers who are part of the Mar-Del Watermelon Association as 

increased revenue. In addition, the results could have a more widespread application to 

benefit all farmers. If the simple appearance of a label, despite conveying little 

information, can generate premiums from consumers, many farmers could increase 

profits through increased labeling and marketing. The labels could have the potential 

to increase consumers’ expectations of food safety, taste, and whether they consider 

the product to be local or not, which would benefit the consumer. 

1.3 Hypotheses 

The first hypothesis was that consumers would still be willing to pay more for 

the Mar-Del label compared to an unlabeled watermelon, despite knowing that both 

watermelons were grown in Delaware. The addition of the local label would result in 

an increase in expectations of taste and food safety, and consumers would have higher 

confidence that the watermelon was truly local. This was hypothesized by the 

experimenters because they believed that the addition of any label, regardless of 
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 9 

information provided, would inherently increase consumers’ trust in the product. 

Although the Mar-Del label was less specific in its information provided in that the 

state of production could have been Maryland or Delaware, it was hypothesized that 

the presence of a physical label would increase participant belief that the watermelon 

met their personal definition of local by instilling more trust in participants. This could 

indicate that the presence of a local label means more to consumers in defining local 

than actually knowing where the good was produced.  

The second hypothesis was that when the Mar-Del label was added to the 

preserved farm label, there would also be an increase in WTP, accompanied by an 

increase in expectations of taste, food safety, and whether the watermelon was local. 

Although in this hypothesis there was already a label present, unlike when adding the 

Mar-Del label to no label, it was hypothesized that the presence of two labels as 

opposed to one would still increase participants’ overall trust in the product. The third 

hypothesis was that despite this increase in WTP, the increase in WTP between the 

combination of two labels versus the preserved farm label would be a smaller increase 

than when adding the Mar-Del label to no label. This would be due to a diminishing 

marginal utility for additional labels conveying minimal information, over which 

literature remains divided (see Section 2.4). 

The fourth hypothesis was that participants in the field experiments conducted 

in Delaware as opposed to Maryland or Pennsylvania would have the greatest increase 

in WTP values when the Mar-Del label was added to both no label and the preserved 

farm label.  Because participants were told that all watermelons were grown in 
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Delaware, it was believed that they would be the most likely to state that the 

watermelons were definitely local, which in turn could generate WTP for the Mar-Del 

label if it further increased participant belief that the label met their personal definition 

that the watermelon was local. Therefore, a higher WTP for the Mar-Del label in 

Delaware could result in a greater increase between no label and the Mar-Del label or 

the preserved farm label and both labels compared to the increase observed in 

Maryland or Pennsylvania. 

The fifth hypothesis was that venue of the experiment at either a park or a 

farmer’s market would not influence the difference in WTP values with the addition of 

the Mar-Del label to either no label or the preserved farm label. It could be possible 

that participants at farmer’s markets would have higher WTP values for a label given 

that farmer’s market shoppers may be more interested in labeling and food production. 

On the other hand, given that they may focus more on food production and labeling 

than a more general population, it could be possible that farmer’s market participants 

would better grasp the lack of information conveyed in the Mar-Del label, and 

therefore not place as large a premium on it. In addition, it could be possible that 

farmer’s market shoppers are less suspicious of unlabeled produce if they are used to 

buying unlabeled produce directly from farmers at markets. Given the possibilities for 

either a greater or lower difference in WTP for the Mar-Del label, it was hypothesized 

that venue would not affect differences in WTP, although it was believed that farmer’s 

market shoppers would have higher average values across all label types than 

participants at more general locations. 
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1.4 Organization of Thesis 

Chapter 2 will contain a literature review that first assesses consumer WTP for 

local, followed by WTP for food attribute labels, and finally will review previous 

studies concerning preference for labels that convey minimal to no new information. 

The review will conclude by explaining this thesis’s contributions to current literature. 

Next, Chapter 3 will discuss the experimental design used, involving locations and 

dates, experimental methods, the survey, and an explanation of the bidding mechanism 

used. Chapter 4 will explain the methodology, beginning with the factor analysis 

conducted, progressing into the econometric models used for data analysis, and finally 

summarizing the descriptive statistics of the demographic variables. Chapter 5 will 

present the results of the econometric models and other analyses, and provide a 

discussion of the results. Chapter 6 will conclude the thesis with a summary of the 

main findings of the study, potential implications, limitations of the study, and finally 

will provide suggestions for future studies. 
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Chapter 2 

LITERATURE REVIEW  

2.1 Organization of Literature Review 

 The chapter will begin by reviewing the literature on WTP for local food to 

substantiate the claim that consumers are willing to pay premiums for local, as some 

hypotheses are based on the idea that consumers will pay more for what they truly 

believe is local. The experimenters believe that consumers will pay a premium for 

local, but wished to study whether consumers would still pay this premium when a 

local label is not truly providing additional information. The literature review next 

discusses impacts of food quality and attribute labels and WTP for these labels, in an 

effort to understand what information consumers are willing to pay premiums for and 

what consumers believe they are obtaining from the labels. Understanding what 

consumers believe they are receiving through labeling can provide insight into what a 

consumer might believe they are receiving through a label conveying minimal 

information to help explain why there could be premium for minimal information. 

Lastly, the literature review considers studies that have tested labels providing 

minimal to no information, and summarizes the additions to the literature that this 

thesis will provide. 
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2.2 Willingness to Pay for Local 

There has been a significant increase in local food marketing channels since 

2006-2007. In the U.S., the number of farmer’s markets increased by 180% from 2006 

to 2014, the number of regional food hubs that aggregate locally sourced food 

increased by 288% from 2006-2007 to 2015, and the number of farm to school 

programs that serve locally sourced food in school meals increased by 430% between 

2006 and 2015 (Low et al. 2015). In a global food system distances between food 

production and consumption can be high and often consumers express greater trust in 

local food as it is perceived as safer and easier to trace back to its origin (Buchardi, 

Shroder and Thiele 2005; Nganje, Hughner and Lee 2011). This greater trust in local 

is just one of many reasons spurring consumers to purchase local goods.  

Many studies have indicated that consumers are willing to pay a premium for 

local foods, for a variety of reasons (Feldmann and Hamm 2015). Consumers believe 

local food to be of higher quality, better taste, and to be fresher (Bond, Thilmany, and 

Bond 2008; Darby et al. 2008; Grebitus, Lusk and Nayga 2013). In conjunction with 

perceived higher food safety, consumers also express greater trust in local food 

because there is greater ease of determining how it was transported (Feldmann and 

Hamm 2015). 

2.3 Impacts of Food Quality and Food Attribute Labels 

McCluskey and Loureiro (2003) conducted an empirical study on preferences 

and WTP for food quality or attribute labels. They analyzed results on ecolabels, 

 
 
 
 

 
 
 

PREVIE
W



 14 

genetically modified (GM) food labels, U.S. State Agricultural Product labels, 

European Protected Geographical Indications labels, and Fair trade labels. They 

determined that consumers needed to perceive higher quality associated with food 

labels in order to place a premium on the food product. Nonetheless, an increase in 

consumer demand for healthier, safer, and more environmentally friendly food 

products has led to an increase in the importance of food labeling. 

Bernard and Liu (2017) conducted a study examining the impacts of food 

labeling on perceived taste. Consumers tasted five different apple slices: two from the 

same organic apple and two from the same local apple, where one slice of each apple 

was labeled and the other was not, and an unlabeled conventional apple. Certain 

groups of consumers rated the taste of the labeled apples higher than their unlabeled 

counterparts, indicating that expectations of taste due to labeling as organic or local 

can play a stronger role in taste perceptions than actual taste. 

Wansink et al. (2000) examined the impacts of soy labeling on perceptions of 

taste and health. They used a “Phantom Ingredient” taste test in which participants 

were presented with a food package claiming it contained soy but in actuality did not 

contain soy. When compared to results of taste tests for participants who contained a 

non-soy product that did not claim to contain soy, participants who erroneously 

believe they received soy had lower ratings of taste, demonstrating the impact of a soy 

label on diminishing perceptions of taste. However, it was determined that participants 

only believed health claims shown on the packages when the packages also claimed 
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