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Abstract

Food risks may be caused by technological hazards, i.e. by a genuine lack of knowledge about the stochastic effects of complex food production processes or by safety breakdowns resulting from (unintentional) human or technical failures. They may, however, also be caused by moral hazard, i.e. by opportunistic malpractice of suppliers who exploit the fact that their food production activities as well as resulting product properties cannot be directly observed (asymmetric information). That is, the actions of suppliers as well as resulting product properties remain uncertain to buyers (be they food business operators or consumers) and authorities. Taking the buyer’s point of view, this fact of asymmetric information is sometimes described by the term credence quality. From a food safety authority’s point of view, which tries to reduce food risks on behalf of consumers, moral hazard is to be seen as a (behavioural) source of food risks that might re-emerge due to human malpractice. 

The probability that quality or health risks (here jointly referred to as “food risks”) are caused by malpractice increases with the level of misdirected economic incentives, i.e. the profits that can be earned through opportunistic behaviour (white-collar crime). However, while the probability of white-collar crime on the part of suppliers can be conceptualised as varying with its expected economic benefits, there are different reactions to identical economic temptations because of different levels of protective factors in the actors’ specific social contexts. Protective factors are values, emotional bonds, peer groups, scenes etc. that shield actors from deviant behaviour and make them obey the rules in spite of contrary economic incentives. 

Despite a growing societal awareness of behavioural food risks, a systematic and interdisciplinary research programme has not yet been developed and applied to white-collar crime in the food sector. Consequently, substantial knowledge gaps persist both with regard to suitable methods for the early identification of food risks that might emerge due to human malpractice and with regard to an adequate design of proactive measures (prevention). Designing effective measures against moral hazard requires efficient systems analysis approaches to human behaviour which provide an understanding of what it is that makes food business operators break (or not break) rules.

Given this background and with a view to the early identification of emerging risks, I intend to report on the following aspects in my lecture scheduled for the Bergen workshop:

· description of our interdisciplinary research approach which is presently used and tested in a project that investigates moral hazard in the German poultry industries: In this project we systematically aim at combining the knowledge of food technologists with the analytical powers of microeconomics (game theory and incentive analysis) and criminology (control theories and protective factor analysis). Synthesising the disciplinary results facilitates the early identification of critical points according to the behavioural rationale that offences are imminent if they are technologically viable, and if (significant) misdirected economic incentives coincide with missing protective factors.

· description of useful know how that might be gained from existing strategic risk management and early warning systems in industry firms (e.g. from the automotive industries) with regard to the collection and systematization of partial data stocks from scattered sources. This includes suitable methods of systematically obtaining expert and lay knowledge: first-generation early warning systems are based on the surveillance of operating figures within the firm. Thus, while facilitating after-the-fact preparedness and an effective crisis management in an early phase, they only address problems that have already come into existence. Second-generation systems, in contrast, include the monitoring of indicators in the business environment. That is, they exploit causal relationships between relevant factors and a firm’s economic success (critical success factors) and aim at providing additional time for reactions that prevent critical developments from becoming problems in the first place. Third-generation systems include the scanning of, and graduated response to, ‘weak signals’ in the business environment that insinuate relevant long-term developments without clearly revealing them at this early stage of observation.

· description of conceptual insights that might be gained from HACCP: so far, the spirit of HACCP is to prevent unintentional technical and human failures within “one’s own” food business operation and production process. In the framework of a firm’s comprehensive risk analysis system, behavioural risks from supply transactions could be managed by using similar principles, thus extending conventional risk analysis to an early identification of emerging risks. That is, in addition to managing the risk of technical failures within one’s own operation, one could systematically aim to reduce behavioural risks that result from the exploitation of information asymmetries on the part of suppliers. This would require that the buyer of an input, to the best of his knowledge, defines critical control points and adequate monitoring procedures with regard to risks arising from malpractice of his (potentially opportunistic) suppliers. An innovative behavioural risk management system could be termed “moral hazard analysis and critical control points system” (M-HACCP). Its introduction could be seen as a systemic approach of avoiding the emergence of risks by remedying the externality problem which arises if buyers themselves are not motivated to manage and reduce moral hazards when purchasing inputs. If they are forced to internalise costs, they will try to reduce downstream diseconomies (and finally consumers’ exposure to increased residue levels) by trying to reduce the incidence of undesired qualities which result from potential opportunistic behaviour of their suppliers. Obviously, further scientific evidence must be provided with regard to the benefits of such a proactive identification of risks through an explicit behavioural risk management system before food business operators can be required to adopt it.
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