
Accepted Manuscript

Title: Minimum Quality Standards and Compulsory Labeling
when Environmental Quality is not Observable

Author: Laura Birg Jan S. Voßwinkel

PII: S0928-7655(17)30048-9
DOI: https://doi.org/doi:10.1016/j.reseneeco.2018.01.003
Reference: RESEN 1056

To appear in: Resource and Energy Economics

Received date: 10-2-2017
Revised date: 6-11-2017
Accepted date: 13-1-2018

Please cite this article as: Laura Birg, Jan S. Vosswinkel, Minimum
Quality Standards and Compulsory Labeling when Environmental Quality
is not Observable, <![CDATA[Resource and Energy Economics]]> (2018),
https://doi.org/10.1016/j.reseneeco.2018.01.003

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.

https://doi.org/doi:10.1016/j.reseneeco.2018.01.003
https://doi.org/10.1016/j.reseneeco.2018.01.003


Page 1 of 31

Acc
ep

te
d 

M
an

us
cr

ip
t

Minimum Quality Standards and Compulsory Labeling when Environmental Quality is not 
Observable 

 

Laura Birg1, Jan S. Voßwinkel2 

 

January 2018 

 

 

This paper studies the effect of a minimum quality standard, a compulsory labeling scheme, 
and the combination of both instruments in a vertical differentiation model when not all quality 
dimensions can be observed by consumers. Both a minimum quality standard for the non-
observable quality dimension and a labeling scheme that informs consumers about the non-
observable quality dimension increase prices and have no effect on the observable quality 
dimension or market shares. The combination of a minimum quality standard and a labeling 
scheme increases both the unobservable and the observable quality dimension, increases 
prices, and shifts market shares from the high quality firm to the low quality firm. Social 
welfare is higher under the combination of both instruments than under no regulation, the 
minimum quality standard or labeling applied as only instrument. 
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