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ABSTRACT: In response to growing interest in social and environmental concerns, public
authorities develop and manage quality signs to identify responsible practices on the market,
especially in the agribusiness sector. The aim of this thesis is to understand the influence of
official quality signs on the market performance of agri-food products. We consider official
quality signs as resources for businesses and identify and measure the marketing productivity
of organic labels and Label Rouge with three empirical studies. Several results emerged from
this work. First, a theoretical observation, with reflection on the linearity of the marketing
productivity mean end chain, and the importance of studying consistency in quality signals
when assessing their performance. Second, from a methodological point of view, using methods
rarely used in management provides another vision of performance. Third, the studies reveal
different results depending on the type of product. We highlight the lack of significant influence
of official quality signs in terms of creating value through price, and the inability of perceived
value to transform quality signals into monetary value. Nevertheless, we observe an increase in
sales volumes related to the quality of the products. Finally, nomenclatures that indicate the
entire production process, whether perceived as responsible or not, have a stronger influence
on economic results than official quality signs. In that respect, we discuss the advantages of
public policy and market regulations.

KEY WORDS: Official quality signs — Value — Price — Sales volumes — Marketing
productivity — 3C-SR — Corporate social responsibility — Agri-food Marketing — Certification

RESUME : La montée des préoccupations sociales et environnementales des consommateurs
a incité les autorités publiques a développer des signaux de qualité pour identifier les pratiques
responsables, notamment dans le secteur de 1’agroalimentaire. L’objectif de cette recherche est
de comprendre I’influence des signes officiels de qualité sur la performance de marché des
produits agricoles. Considérant le signe officiel de qualité comme une ressource a disposition
de P’entreprise, nous identifions et mesurons la productivité marketing du label Agriculture
Biologique et du Label Rouge a travers trois études empiriques complémentaires. Plusieurs
contributions se dégagent de ces travaux. Premiérement, une contribution théorique avec une
remise en question de la vision linéaire de la chaine de productivité marketing, et la mise en
lumiére de la nécessité d’étudier la cohérence des signaux de qualité. Deuxiémement, d’un point
de vue méthodologique, I’utilisation de méthodes peu utilisées en gestion apporte une autre
vision de la performance. Troisiemement, les études présentent des résultats disparates en
fonction du produit étudié. Les signes de qualité ne sont pas équivalents ni substituables sur le
marché. Nous mettons en exergue I’absence d’influence significative des signes de qualité a
créer de la valeur par le prix, et I’absence de transformation de la valeur pergue des signaux de
qualité en valeur monétaire. Cependant, nous observons une augmentation des quantités
d’achats en fonction de la qualité du produit. Enfin, les nomenclatures qui signalent toutes les
pratiques de production, pergues responsables ou non, ont une plus grande influence sur les
résultats économiques que les signes officiels de qualité. Nous soulevons ainsi 1’intérét des
politiques publiques et de la régulation de marché.

MOTS CLEFS : Signes officiels de qualité — Valeur — Prix — Volumes de ventes -
Performance de marché — Productivité marketing — 3C-SR — Responsabilité sociale des
entreprises — Marketing agroalimentaire — Certification
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FRENCH SUMMARY

Contexte de recherche

L’éthique en management est un sujet historique qui a évolué au gré de la morale, des valeurs
et des courants de pensées. Il est devenu une préoccupation centrale au vingtieme siécle avec
I’industrialisation, 1’organisation du travail et 1’internationalisation des échanges (De Bry,
2008). La littérature en sciences de gestion s’est principalement penchée sur la responsabilité
sociale des entreprises, traitant de la notion de “bonne conduite” des entreprises et d’éthique au
sein des échanges commerciaux. Elle discute également 1’étendu de la responsabilité qu’ont les
entreprises et leurs roles en tant qu’acteurs sociaux. Les autorités publiques promeuvent les
pratiques responsables et durables en incitant les entreprises a intégrer et assumer leurs
responsabilité sociale, ainsi qu’en construisant les infrastructures nécessaires au développement
des considérations sociales et environnementales. L’objectif est d’encourager les acteurs
économiques a devenir proactif dans leur approche du développement durable (European
Commission, 2001, p. 5). La commission européenne désigne les entreprises comme
responsables de leurs impacts sur la société. Selon elle, les entreprises peuvent « devenir
responsable socialement en intégrant dans leurs stratégies les préoccupations sociales,
environnementales et éthiques des consommateurs et des droits de I’Homme et en suivant les

lois.”L.

L’un des objectifs de la Commission européenne est de développer des stratégies qui
encouragent les entreprises et améliorent la visibilité des pratiques responsables dans un
processus de co-régulation?. En 2018, le programme des normes harmonisées a échelle
européenne inclut la protection environnementale, la sécurité sanitaire, la santé publique, ainsi
que le bien-étre et la santé animale. Les budgets européens alloués sur du long terme visent a
améliorer le développement durable des exploitations agricoles, de 1’agroalimentaire et des
zones rurales. La Politique Agricole Commune soulignait déja les responsabilités sociales et
Dans les objectifs globaux de la mise en ceuvre de la responsabilité sociale des entreprises, la
Commission mentionne I’utilisation des certifications et labels, pour encourager des pratiques

responsables d’un point de vue social et environnemental.

! Source : https://ec.europa.eu/growth/industry/sustainability/corporate-social-responsibility_en

2 Source: https://ec.europa.eu/growth/industry/sustainability/corporate-social-responsibility_en
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Les produits d’origine animale ont une empreinte carbone particulierement élevee et sont de
grands consommateurs des ressources d’eau et d’énergie, en plus d’étre des émetteurs de
fait naitre de nouvelles préoccupations concernant le changement en milieu rural, la sécurité
alimentaire, la transparence des filieres agricoles, les menaces environnementales et I’insécurité
économique des petits exploitants. Le marché devenu hétérogene, la responsabilité des
entreprises agroalimentaires est un sujet majeur en économie et gestion, ainsi qu’en sciences
politiques. En réponse a ces enjeux, les autorités publiques nationales et européennes ont
développé des outils managériaux pour aider les agriculteurs et les acteurs économiques a
adopter des pratiques responsables. Dans les années quatre-vingt, le ministére francais a élaboré
une politique de labellisation afin de protéger les méthodes agricoles, les spécificités culturelles
et d’en informer les acteurs du marché et les consommateurs. Ces signes officiels de qualité
émettent un signal sur le marché concernant les méthodes de production justes et responsables.
L’information supplémentaire a pour double objectif d’assurer une concurrence plus juste et de
protéger les consommateurs. Le Label Agriculture Biologique et le Label Rouge sont tous deux
des labels techniques signalant des particularités dans le processus de production et impliquant
des responsabilités sociales et environnementales. Ils garantissent aux consommateurs le
respect d’une charte de production. Un logo est apposé sur I’emballage du produit ou autre
support pour informer les consommateurs et délivrer un message homogene sur le marché
national ou européen. Les signes officiels de qualité ont trait a la tradition, au respect de la
biodiversité et a I’engagement social. Cette problématique est toujours d’actualité. L’ancien
ministre de D’agriculture et de 1’alimentation, Stéphane Travert, a souligné en 2018 que
«l’agriculture est au carrefour de multiples politiques qui faconnent notre pays — en matiére
d’alimentation, d’aménagement du territoire, de ruralité, de transition écologique, de
commerce extérieur et de relations internationales —, parce que [ 'une de ses missions premiéres
est de nourrir la population, parce que [’alimentation est un enjeu quotidien pour tous nos
concitoyens, et parce que nous parlons de bien manger, en quantité et en qualite. Il s’agit de
permettre a chacun de manger sain, sir, durable, sans oublier la dimension conviviale, bien
francaise, de nos repas. » (Assemblée Nationale ~ Premiere séance du mardi 22 mai 2018,
s. d.). Ce discours désigne I’importance majeure de la qualité des produits agricoles, ainsi que

la protection des territoires et des traditions.

Néanmoins, I’agriculture responsable et extensive génere une perte de productivité et des codts

supplémentaires. L’accés a la qualité supérieure implique inévitablement des dépenses qui se
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refletent dans les prix de marché. Atteindre les objectifs de responsabilité sociale souleve ainsi
le probleme de la rentabilité. Les signes de qualité doivent augmenter la performance

économique pour assurer la performance sociale et environnementale sur du long terme.

La performance est un concept polymorphe qui peut étre abordé sous divers angles. Dans cette
these doctorale, nous analysons la performance en fonction des résultats financiers générés par
les actions marketing. Sur la base de la perception de Rust and al (2004), nous considérons la
performance dans une série de causes a effets, aussi appelé la « productivité marketing », qui
lie les décisions marketing (ressources utilisées, stratégies, actions) aux résultats économiques.
Etant donné que I’augmentation de la qualit¢ implique des dépenses, les revenus doivent
compenser les colts pour générer du profit. Cette question de compensation des codts est
centrale pour les agriculteurs et les autres acteurs de la chaine de valeur. Les politiques de
certifications sont percues comme des moyens de justifier les prix plus élevés et d’influencer
les parties prenantes a mettre en ceuvre des politiques de responsabilités sociales face aux défis
de la durabilité (Aschemann-Witzel & Zielke, 2017). Les outils marketing de signalement de la
qualité sont utilisés dans I’espoir de se différencier sur le marché et de protéger la marque, pour
augmenter la qualité et la valeur percue par les consommateurs (Sylvander et al., 2007). Ces

signes officiels de qualités ont pour objectif de renforcer les caractéristiques des produits.

Les produits frais ont la particularité d’étre perissables et ainsi vehiculent des risques de sécurité
alimentaire. En outre, les produits agricoles sont étroitement lies aux normes culturelles et
concernent la population de fagon quotidienne. Au vu de I’importance de la qualité des aliments
et du caractére invisible de ses caractéristiques, les consommateurs demandent des politiques
alimentaires. « L’objectif de 1’analyse des politiques alimentaires a toujours été d’améliorer la
sécurité au niveau macro (stabilité des marchés) et micro (disponibilité pour les ménages) »
(Timmer, 2012, p. 12316). Les signaux de qualité indiquent les pratiques responsables et la
valeur ajoutée d’un produit qui n’est pas identifiable par le consommateur avant achat, voire
apres consommation. Le role des signaux est de modifier les processus de décisions des
consommateurs en augmentant la valeur percue des produits et inciter a I’achat. Ils sont
également utilisés pour augmenter les volumes de ventes et justifier le premium de prix
appliqué. Les attributs de croyances créent de la valeur pour les consommateurs et par
extension, si cette valeur est transformée en acceptation a acheter et a payer un premium de

prix, créent des revenus supplémentaires.
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Cette thése doctorale vise a identifier dans quelles mesures les signes officiels de qualité
générent de la valeur en tant qu’outils d’opérationnalisation de la responsabilité sociale des

entreprises sur le marché des produits agricoles.

Questions de recherche

Selon le concept de productivité marketing (Katsikeas et al., 2016; Rust et al., 2004), les travaux
visent a analyser les résultats des actions marketing sur le marché et plus spécifiquement
I’influence des signes officiels de qualité. D’une part, les consommateurs demandent une
qualité de produit supérieur, une sécurité alimentaire et des pratiques de production
responsables. D’autre part, le gotit et les prix des produits sont les criteres d’évaluation les plus
important dans une décision d’achat. Cette thése doctorale remet en question 1’efficacité des
signes de qualité pour justifier les premiums de prix et augmenter le chiffre d’affaire des
produits d’origine animale responsables. Nous apportons quelques connaissances sur le role des
outils proposés par les autorités publiques pour augmenter la performance des produits de
qualités sur le marché. Nous étudions le cas de deux signes officiels de qualité : le label
Agriculture Biologique et le Label Rouge.

Nous considérons ces signes comme des ressources a la disposition des entreprises (Wernerfelt,
1984). Les ressources sont définies comme « des outils qui sont potentiellement contrélables
par les organisations sociales et qui sont potentiellement utilisables - méme indirectement -
dans les relations entre organisations et dans son environnement. » (Yuchtman & Seashore,
1967, p. 900). Elles sont utilisées afin de créer des actifs matériels ou immatériels et de générer
des rendements. En considérant les signes de qualité comme des ressources, nous souhaitons
comprendre dans quelles mesures ils contribuent a la performance et au succes des pratiques
responsables et s’ils répondent a la fois aux attentes des consommateurs et aux nécessités
économiques. Ces études visent a comprendre les mécanismes de création et de captation de

valeur sur le marché a travers cette question de recherche :

Dans quelle mesure les signes officiels de qualité augmentent les revenues des produits
agricoles?
Cette question est subdivisee en trois questions de recherche en accord avec la littérature :
e Dans quelles mesures la cohérence en termes de responsabilité sociale des signes officiels
de qualités, des types de marques et de distributeurs augmente la création de valeur ?

e Dans quelles mesures les signes officiels de qualité générent plus de marges que les
produits standard?
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e Dans quelles mesures les signes officiels de qualités générent de la valeur percue par les
consommateurs et se transforment en augmentation du revenu grace aux prix et aux
volumes de ventes?

Plusieurs études empiriques ont été nécessaires pour répondre a ces questions. Des études sur
des données de marchés ont permis de comprendre les dynamiques et la position des produits
de qualité. L’analyse de ces données a révélé des tendances, des jeux de concurrences et des
clefs de succeés. L’objectivité des données de marché inclut également un manque de détail que
nous avons comblé avec une expérimentation qui a révélé les processus de décision des

consommateurs et les raisons de certaines faiblesses et forces des signes de qualités.

Méthodologie de la recherche

La complexité de la mesure de la création de valeur réside dans la pluralité et la
complémentarité des données de nature et de sources différentes. La chaine de performance et
les mécanismes de formation de la valeur dépendent de la situation des entreprises, des choix
stratégiques, de la psychologie du consommateur et des dynamiques de marchés (disponibilité
et effet de compétition). Les différentes natures des données rendent immesurable la formation
de la valeur dans un modele global. Nous avons donc utilisé une méthode mixte pour
comprendre et mesurer la création de valeur a différentes étapes de la chaine de causalité. Nous
avons mobilisé les logiciels Rstudio pour toutes les études, excepté les analyses de médiations
qui ont été realisées avec SPSS et AMOS. Cette thése doctorale apporte une méthodologie

novatrice en combinant différents types d’études quantitatives.

Tout d’abord, nous avons étudi€ les marchés grace a des données secondaires afin d’identifier
les dynamiques. L’objectif est de confirmer I’influence des signes officiels de qualités et
d’identifier les mécanismes complexes qui nécessitent une recherche approfondie. Nous avons
mené deux études distinctes et complémentaires ; 1’une pour comprendre la valeur marché et la
formation des prix en fonction de différentes caractéristiques produits attestant d’une qualité et
Iautre pour identifier et mesurer la capture de la valeur par les acteurs économiques de la chaine

de valeur et mieux comprendre la profitabilité.

La valeur du marché est dans un premier temps mesurée avec la méthode des prix hédoniques

et les élasticités sur le marcheé francais.

La méthode des prix hédoniques est un concept analytique inventé par Andrew Court (1939).
Il a largement été utilisé en économie dans la seconde partie de vingtieme siécle (Goodman,

1998). L’approche par les prix hédoniques a été introduite par Rosen (1974) qui présente un
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modele basé sur les caractéristiques des produits et la mesure du poids de chacun d’entre eux
dans la formation des prix de marché. Nous considérons que les prix se divisent en sommes
d’attributs qui apportent chacun une valeur supplémentaire au produit. “Lorsque les biens
peuvent étre traités comme un ensemble complet de caractéristiques, les prix observes sur le
marché sont également comparables en ces termes » (Rosen, 1974, p. 54). Les attributs des

produits agricoles peuvent étre identifiés et mesurés (Waugh, 1929).

Nous utilisons également les élasticités pour mesurer I’influence des signes de qualités sur les
processus de décision des consommateurs dans un environnement compétitif. Sur la base des
prix et des volumes de ventes, elles complétent les analyses des parts de marché en soulignant

les faiblesses de différentes variétés de produits et les opportunités de création de revenus.

Pour compléter I’analyse des signes de qualité, nous avons réalisé une étude sur les marges
marketing et les prix théoriques des produits en fonction du signe utilisé et des réseaux de

distribution empruntés.

La marge marketing est la différence entre le prix de vente des distributeurs et celui des
agriculteurs. Elle représente toutes les valeurs monétaires ajoutées par les charges liées a la
transformation, I’assemblage, le transport et la distribution des produits agricoles. L’analyse
des marges marketing pour différents réseaux de distribution (grandes et moyennes surfaces,
discount, magasin bio) et différentes gammes de produits (Agriculture biologique, Label
Rouge, standard) indique la distribution de la valeur le long de la chaine de valeur. Nous les
analysons avec des traitements statistiques et des variables nominales afin d’isoler 1’effet du

signe de qualité et de comprendre son réle dans la création de valeur.

La méthode des prix théoriques compare les prix de marché avec une valeur arithmétique
calculée en fonction de la valeur de différents attributs du produit. La mesure du prix théorique
est réalisée grace aux coefficients de la valeur des signes de qualité et des distributeurs. La
différence entre ce prix arithmétique et le prix du marché indique la capacité des distributeurs

a maximiser le potentiel de création de valeur des produits.

Ces analyses de marché sont complétées d’une troisieme étude quantitative. Nous avons
collecté des données primaires grace a une expérimentation qui a pour objectif de tester
I’efficacité des marchés en axant principalement la recherche sur la formation des prix et des
volumes de vente, cette fois du point de vue des consommateurs. Nous nous sommes inspirés
des protocoles d’économie expérimentale pour développer une étude alliant un systéme

d’encheres permettant la mise par un seul acheteur avec un prix de réserve aléatoire, I’é¢tude des
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quantités achetées, ainsi qu’un questionnaire récoltant des informations sur I’attitude des
consommateurs. L’utilisation de modeéles Tobit permet des régressions dont la variable
indépendante est censurée. Ce modéle économétrique est préconisé en économie pour 1’étude
des encheres et des paris. L’étude des modeles de médiation nous permet de mesurer la capacité
a transformer une valeur per¢ue en une valeur monétaire par I’un des deux leviers de la création

de part de marché.

L’association des données primaires et secondaires nous permet d’analyser la création et
capture de la valeur a différentes étapes de la chaine de valeur, avec des résultats solides alliant
validité externe et interne. Ces études répondent a nos questions de recherche en considérant la
valeur sur le marché et le r6le des consommateurs finaux dans sa transformation en valeur

monétaire.

Résultats principaux

Les résultats des études portent sur I’influence des signes officiels de qualité le long de la chaine

de valeur mais aussi et surtout chez les distributeurs.

Au niveau du consommateur final, nous avons noté une augmentation de la demande de
produits de qualité supérieure. Les produits d’origine animale bon marché tels que les ceufs de
poules de batterie ou les poulets entiers standards représentent de plus faibles parts de marché
que leurs homologues d’élevage plein air. Parmi les gammes de produits de qualité supérieure,
les signes officiels de qualité augmentent les parts de marché et génerent des effets divers selon
les produits considérés. Le Label Rouge connait un fort succes sur la volaille avec un premium
de prix et une demande forte, alors que la version biologique du produit, plus chére, ne génere
pas autant de valeur sur le marché avec une part de marché inférieure a celle des produits
standards. A I’inverse, la part de marché des ceufs frais portant le Label Agriculture Biologique
est en constante augmentation, suivant la courbe des ceufs plein air, le leader sur le marché. En
revanche, les ceufs portant le Label Rouge ne présentent pas un avenir prometteur malgré ses
prix plus bas que la qualité biologique. Les produits labellisés ne sont pas équivalents ni

substituables sur les marchés.

Les bas prix ne sont pas un avantage competitif sur les marchés des produits agricoles car ils
ne compensent pas les pratiques peu responsables. De plus, les consommateurs de produits
labellisés ne sont pas particulierement sensibles aux variations de prix. Les produits de qualité
inférieure ne sont plus les standards sur le marché. La référence est a présent les produits non

labellisés mais montrant des pratiques responsables comme les élevages plein air.
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Le prix n’étant pas un levier pour un avantage concurrentiel, nous avons examiné I’importance
des volumes de ventes dans la création de valeur via les parts de marché. Ils ont une importance
primordiale dans la performance de marché des produits agricoles et doivent étre pris en
considération dans les analyses. Les consommateurs sont plus enclins a acheter plus en termes
de quantité que d’augmenter leur consentement a payer pour les produits labélisés. Nous avons
également démontré que la valeur percue et la spiritualité détiennent des réles importants dans
I’augmentation du consentement a acheter, mais pas nécessairement dans celle du consentement
a payer. Enfin, la relation réciproque et négative entre la quantité de produits désirée et le
consentement a payer est trop faible pour avoir un réel impact et ne freine pas les facteurs

d’augmentation de la création de valeur sur le marché.

La valeur pergue n’est pas modifiée par les signes officiels de qualité et nous avons identifié
I’importance d’autres facteurs dans I’acceptation d’un premium de prix. Par exemple, d’autres
signaux de qualité comme les pratiques responsables ou la marque peuvent modifier les
comportements des consommateurs. Néanmoins, nous remarquons que les effets des signaux
de qualité sont modifiés en fonction du produit étudié et que les résultats ne peuvent pas étre
¢tendus a ’ensemble des produits d’origine animale. Les spécificités de chaque marché sont a

prendre en considération.

Nous avons évalué les chaines de valeurs et la distribution de la valeur entre les acteurs qui les
forment. Nous avons observé une modification de la distribution lorsque les produits portent un
signe officiel de qualité. Premierement, les prix supérieurs n’impliquent pas systématiquement
une augmentation de la marge marketing. Les produits avec des signes officiels de qualité
générent plus de volatilité des prix en aval de la chaine de valeur et ainsi impliquent un risque
supplémentaire et une instabilité des marges marketing. Les distributeurs sont ainsi dans
I’obligation d’encaisser les chocs dus aux variations, pour présenter une offre stable aux

consommateurs. Cela affecte les marges marketing des distributeurs.

Intérét de la recherche

Les intéréts de cette recherche sont de dimensions théoriques, méthodologiques, managériales

et politiques.

D’un point de vue théorique, 1’objectif est d’associer la littérature marketing qui est
principalement constituée de données attitudinales, aux intéréts économiques en lien avec la
valorisation financiére de la responsabilité sociale. La littérature a souligné les difficultés de la

mesure de la performance marketing (N. A. Morgan, 2012). La pluralité des méthodes de
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mesures ne peut analyser qu’une partie des effets du marketing. Les études réalisées contribuent
a la compréhension de la performance marketing et plus spécifiqguement de la performance des
signes officiels de qualités sur les marchés.

Nous soulignons la complexité des relations entre les variables. Nous éclairons la performance
a la lueur du concept de 3C-SR. Les pratiques responsables ne peuvent générer de la
performance que lorsque le signe officiel de qualité montre un degré d’engagement social
suffisant, que les autres signaux de qualité refletent le méme degré d’implication et que les
différentes parties prenantes constituent un ensemble d’acteurs cohérents dans leurs pratiques.
Nous avons également inclus dans notre analyse le role des autorités publiques dans 1’atteinte
des objectifs sociaux et environnementaux. Pour ce faire, nous avons identifié différentes
techniques de régulation de marché pour en connaitre leurs forces et leurs faiblesses. Nous
avons étendu cette recherche en gestion aux problématiques politiques et économiques,
domaines étroitement liés aux succes des actions marketing en faveur de la responsabilité

sociale.

Concernant la méthodologie, nous avons démontré 1’importance et la complémentarité des
données de marchés et des données issues d’une expérimentation. Les données de marchés
révelent la demande des consommateurs, les tendances sur les marchés et 1’importance de
certains critéres. Ces études évitent les limites liées aux données attitudinales qui souffrent des
biais psychologiques et sociologiques. L’expérimentation est un complément permettant
d’expliquer les tendances préalablement identifiées et de lister et comprendre les facteurs de

succes ou d’échec.

Un second apport méthodologique réside dans 1’originalité de 1’expérimentation. L’objectif est
de combiner la méthode des enchéres avec une mesure des quantités désirées. Nous avons
développé un protocole sur la base des enchéres BDM en incluant les quantités voulues selon
le prix donné a I’enchere et le prix aléatoire. Ainsi, cette méthode permet d’observer le potentiel
d’augmentation de part de marché par le prix et les quantités. Cette méthode englobe plusieurs

aspects du comportement du consommateur dans un environnement controle.

A la vue de l’extension des gammes de produits labellisés chez les distributeurs et
I’augmentation de la demande, cette thése donne des réponses et conseils aux acteurs
économiques impliqués dans la chaine de production. Tout d’abord, la disponibilité des produits
est grandissante, avec des secteurs de produits issus d’agriculture biologique chez les

distributeurs et la mention de produits Label Rouge en restauration. La qualité certifiée des
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produits est en hausse, mais ne garantit cependant pas 1’augmentation de la propension a payer
des consommateurs et ainsi ne peut étre une voie certaine de la durabilité des marchés. Nous
avons ainsi analysé les facteurs permettant d’augmenter le succes des signes de qualité et
d’identifier les meilleurs scénarios pour maximiser les résultats économiques. Nous ceuvrons
pour une meilleure compréhension des enjeux liés a la marque, aux signes de qualités et aux

types de distributeurs.

Enfin, nous ouvrons la discussion a 1’efficacité des politiques publiques et leurs interventions
en vue de promouvoir les pratiques responsables et d’augmenter la qualité des produits sur les
marchés. La régulation des marchés dans une économie libérale est un débat houleux. La
Commission européenne et le gouvernement francais adoptent des stratégies similaires pour les
produits agricoles, en multipliant les possibilités de différenciation sans proscrire les pratiques.
Les signes officiels de qualité sont proposés comme un outil a la responsabilisation mais aussi
a la génération de profits supplémentaires. Au-dela des tentatives timides d’influence sur de
marché, I’enjeu de la politique publique est de répondre aux attentes de citoyens tout en
satisfaisant les obligations économiques et les exigences commerciales. Une grande partie de
la production agricole dépend des aides publiques pour assurer la disponibilité des denrées
alimentaires, essentielle aux pays. Avec une vision de gestionnaire, nous commentons et
discutons 1’efficacité des politiques publiques et des mesures visant a améliorer la valorisation

des produits sur le marché et a influencer les tendances.

Structure de la thése

Cette thése doctorale se divise en deux parties. La premiere est une approche théorique en deux
chapitres et la seconde est une approche empirique en trois chapitres. Les parties sont
complémentaires et apportent des connaissances différentes qui permettent une meilleure

compréhension des processus de création de valeur par les signes de qualité.

La premiére partie est dédiée au cadre théorique et conceptuel. Dans le premier chapitre, nous
retragons ’histoire de la responsabilité sociale des entreprises pour en comprendre 1’essence.
Nous mettons en lumiére les débats au sein de ce concept et identifions les attentes sociales qui
y sont liées et le role des autorités publiques dans sa mise en ceuvre. La littérature abondante
remet en question le rdle des entreprises et leur objectif de profitabilité. Les débats sont
nombreux et dépendent des différents courants philosophiques et de la considération de
I’éthique dans les échanges commerciaux. Nous définissons la responsabilité des entreprises
dans notre contexte de recherche et identifions le role de I’information sur les marchés,
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principalement des signes de qualités. L’un des concepts a particulierement capté note attention,
celui des 3C-SR, qui considere que la performance repose sur trois piliers : le degré
d’implication dans la responsabilité sociale des entreprises, la cohérence de cette implication
au sein de toutes les activités de 1’entreprise et ’homogénéité de cette implication entre les
partenaires commerciaux. Nous regardons la performance a travers ce spectre tout au long de

la thése.

Le second chapitre est dédié au concept de performance et comment la responsabilité sociale
des entreprises peut créer de la valeur sur le marché. Nous nous concentrons sur deux
indicateurs principaux : le prix et le volume de vente. Ces deux variables dépendent du
comportement du consommateur et permettent de calculer les parts de marché, le chiffre

d’affaire et la marge marketing.

Nous nous penchons sur la performance consommateur, les résultats financiers et économiques
et élaborons sur la base des théories abordées un modele théorique de la création de valeur. Sur
cette base, nous abordons la seconde partie de la thése qui est constituée de diverses études

empiriques.

Le premier chapitre teste la rationalité et les préférences des consommateurs en analysant le
marché des ceufs frais. Ce produit est homogene sur le marché et sa production est encadrée par
une nomenclature obligatoire qui délivre des informations claires et connues du grand public
au sujet des processus de production. Le terrain est ainsi favorable a 1’analyse de I’influence
des signes officiels de qualit¢ parmi une multitude d’attributs de croyances clairement
identifiés. Aussi, les ceufs sont des produits d’origine animale largement consommeés et percus
comme un produit vertueux, ce qui augmente 1’influence du label Agriculture Biologique. Selon
la littérature, les consommateurs ont un consentement a payer plus important pour les produits
présentant un engagement de pratiques responsables. L’étude des prix et des volumes de vente
donne une vision globale du role des signes de qualité. Nous soulignons également 1I’importance

de la marque dans la formation des prix.

Le second chapitre est une étude empirique qui analyse les prix de marché et les marges
marketing pour les ceufs frais et les poulets entiers prét-a-cuire. Ce second marché est un cas
intéressant car il est le pionnier du développement du Label Rouge. Le produit est également
peu transformé et percu comme vertueux. La situation de ce marché est relativement différente
de celui des ceufs frais et présente des enjeux économiques importants. L’analyse de la valeur

se fait le long de la chaine de production et analyse deux facteurs : le signe de qualité et le type
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de distributeur. Nous analysons la création de valeur avec deux méthodologies : la méthode des
prix théorique et les marges marketing. L’objectif est de savoir dans quelle mesure la valeur est
créée, mais également comment elle est distribuée entre les acteurs de la chaine. La notion de
pouvoir de négociation est ainsi abordée. L’analyse statistique des modeles délivre des

informations sur la capacité de création de valeur des attributs.

Le troisieme chapitre est une approche par le consommateur. L’expérimentation a été élaborée
pour une meilleure compréhension de I’influence des signes officiels de qualité sur le
consentement a payer et a acheter des consommateurs. L’expérimentation a été menée sur le
lait car c’est un produit d’origine animale peu transformé communément acheté, que la
fraicheur du produit n’est pas un critére qui aurait pu compromettre la fiabilité¢ de 1’étude,
contrairement aux ceufs ou aux poulets entiers. Nous avons évalué la performance
consommateur du produit portant la mention Agriculture Biologique en évaluant les criteres
comportementaux, a savoir le prix de I’enchére et les quantités souhaitées, ainsi que la mesure
de la valeur percue et de la spiritualité associée a la consommation. Aussi, nous avons collecté
des données concernant les attributs des produits principalement achetés par les répondants (le
type de marque, les types de magasins fréquentés, la qualité de produit principalement achetée)
et les prix de référence interne. Nous avons analysé les données grace a deux méthodes

distinctes et complémentaires : les modeles Tobit et les modéles de médiation.

Nous concluons ce travail doctoral en présentant une discussion générale sur les études
empirigues et en faisant le lien avec la littérature. Nous menons une réflexion sur la pertinence
de la considération de la performance sous une forme de chaine causale et soulignons la
complexité du modele et I’importance de la cohérence entre les signaux de qualité. Nous
questionnons également la place de la performance sociale et environnementale dans le systeme
commercial actuel et interrogeons le role des politiques publiques dans I’incitation ou la

restriction a ’adoption des pratiques responsables et a la réussite des marchés.

Dans une derniére section, nous présentons les implications de nos travaux d’un point de vue
théorique, managérial, méthodologique, mais aussi politique. En effet, la politique européenne
est concernée par I’augmentation de la valeur des produits agricoles, la qualité et la sécurité
sanitaire des produits alimentaires et elle se préoccupe également de la sécurité économique des
agriculteurs et de la protection des pratiques traditionnelles. Nous reconnaissons 1’existence de
plusieurs limites dans nos recherches. Concernant la méthodologie, nous identifions deux
principales limites. Tout d’abord, notre modéle théorique n’est pas mesurable en un modele

global et nécessite plusieurs études et types de données complémentaires qui sont difficilement
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comparables. Aussi, les bases de données de marches manquent de détails et les données
agglomérées ne nous permettent pas de comparer efficacement les influences de différents
signaux de qualités. Les marges marketing n’ont pas pu prendre en compte les codts ni les
volumes de ventes et la formation des prix ne pouvait étre analysée avec les attributs de marques
et de qualités. Concernant les limites théoriques, la perception linéaire de la causalité de la
performance ne permet pas de rendre compte de la complexité des mécanismes et cache ainsi
certains effets. Nous terminons alors avec les perspectives de recherches futures qui viendront
compléter ces travaux, ameliorer notre compréhension des résultats et alimenter notre réflexion

sur la cohérence des signaux.
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GENERAL INTRODUCTION

Research context

Ethics in business has long been a popular topic that has evolved in line with morals, values,
and intellectual currents. It became a central consideration in the 20" century with
industrialization, the organization of work, and the internationalization of trade (De Bry, 2008).
Business literature mostly deals with corporate social responsibility, referring to the “good”
behavior of the company. This includes ethics by discussing what good and bad business means,
and it questions the scope of responsibility, as well as the roles played by firms in society.
Public authorities have promoted and encouraged responsible and sustainable business
practices and mentioned that "Public policy also plays a key role in encouraging a greater sense
of corporate social responsibility and in establishing a framework to ensure that businesses
integrate environmental and social considerations into their activities... Businesses should be
encouraged to take a pro-active approach to sustainable development in their operations both
within the EU and elsewhere." (European Commission, 2001, p. 5). The Commission has
defined the term corporate social responsibility as the responsibility of businesses regarding
their impact on society. According to the institution, companies can “become socially
responsible by integrating social, environmental, ethical, consumer, and human rights

concerns into their business strategy and operations, and by following the law.”3.

The objective of the Commission is to develop a strategy that encourages companies and
enhances the visibility of both corporate social responsibility and good practices in a co-
regulation process*. In 2018, the EU-wide standards program included environmental
protection, food and feed safety, animal health and animal welfare, and public health. The long-
term budget of the European commission aims to improve the sustainable development of

farming, food, and rural areas. The Common Agricultural Policy (CAP) outlines social and

Commission mentions the use of labels, including the organic label, to promote market uptake

and encourage socially and environmentally friendly business practices.

3 Source: https://ec.europa.eu/growth/industry/sustainability/corporate-social-responsibility_en
4 Source: https://ec.europa.eu/growth/industry/sustainability/corporate-social-responsibility_en
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Animal-based food has a particularly high footprint, requires high consumption of both water
farming methods in Europe generated new concerns in terms of social changes in the
countryside, food safety, and transparency throughout the agribusiness chains, environmental
threats, and economic insecurity for small farmers. The market became highly heterogeneous,
and firms’ responsibility in the food sector became a hot topic in economics and management,
but also in politics. In response to these stakes, national and European public authorities
developed and managed tools to help farmers and firms adopt more responsible practices. In
the 1980s, the French ministry elaborated official quality sign policies to inform and protect
farming methods and cultural specificities. These quality signs indicate on the market that
responsible and fair practices have been applied in the food production, and have a dual
objective: the fairness of competition on the market and the protection of consumers. Organic
labels and Label Rouge are technical labels that indicate a specific production process, implying
environmental and social responsibility. They are a guarantee for customers that businesses
respect a technical chart. The logo is affixed to the packaging or to the accompanying document
to inform consumers and deliver a homogeneous message to the market, whether national or
European. Official quality signs refer to nature, tradition, and social support within the
European Union. The issue is still ongoing, and the former Minister of Agriculture and Food
Stephane Travert highlighted in 2018 the importance of agriculture, and the related nutritional
and credence qualities “in terms of food, regional planning, rurality, ecological transition, and
international trade — because one of the primary missions is to feed the population, because
food is a daily challenge for all citizens, and because we are talking about eating well, in
quantity and quality. It’s about allowing everyone to eat healthily, without forgetting the
friendly very French dimension of our meals” (Assemblée Nationale ~ Premiére seance du
mardi 22 mai 2018, s. d.). This discourse highlights the central concern of quality, but also the

protection of traditions and land.

Nevertheless, responsible, extensive farming involves a loss in productivity and extra costs.
Access to higher quality food implies extra expenses that generate a knock-on effect on prices.
Attaining the objectives of corporate social responsibility implies higher production costs, and
raises the issue of profitability. Quality signs must improve economic performance to ensure
social and environmental performance. Performance is a polymorphic concept that can be
approached in many ways. We consider that performance lies in the financial outcomes of

marketing actions. Based on the perception developed by Rust et al. (2004), we perceive
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performance in a chain-of-effect, also called “marketing productivity”, which links marketing
decisions (resources, strategies, actions) to economic results. Because increasing product
quality implies expenses, revenue must compensate for these extra costs and generate
profitability. The main question for farmers and other economic actors lies in the profitability
of producing at higher cost. Policies are perceived as support to both justify price differences,
and are a great influence on stakeholders when it comes to implementing corporate social
responsibility, and improve the sustainability challenge (Aschemann-Witzel & Zielke, 2017).
The marketing tools for indicating quality are used with the hope of creating market
differentiation and brand protection that is perceived and valorized by customers (Sylvander et

al., 2007). The aim of official quality signs is to empower these features on the market.

Fresh food is a particular product: it is perishable and carries risks related to food safety.
Moreover, it is related to cultural norms and acceptance, and it concerns the entire population
on a daily basis. Food policies are elaborated to overcome the invisibility of credence quality
features. “The proximate goal of food policy analysis has always been to improve food security
at both the macro (market stability) level and the micro (household access) levels.” (Timmer,
2012, p. 12316). Quality signals deliver information on the market to highlight responsible
practices and other added value that customers may not be able to perceive before purchase, if
ever. The role of quality signals is to modify the decision process of customers by increasing
the perceived value and encouraging the purchase. These signs are also used to increase the
quantity purchased, and/or justify a price premium. Credence quality creates value for
customers and by extension, if this value is transformed into an acceptance of purchase and

price premium, creates value in terms of sales revenues.

This doctoral thesis aims to identify and understand to what extent official quality signs can
generate value as a tool for operationalizing corporate social responsibility in the agri-food

market.
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Research questions

Based on the marketing productivity chain (Katsikeas et al., 2016; Rust et al., 2004), we wonder
how marketing actions for social responsibility generate market value, and more specifically
the role of official quality signs. On the one hand, consumers demand higher product quality,
food safety, and responsible practices in production. On the other, taste and price are still the
most important criteria for purchase decisions. This doctoral thesis calls into question the
efficiency of official quality signs for justifying a price premium and increasing the sales
revenue of responsible practices for animal-farm agri-food products. We provide some elements
for understanding the role of public authority tools in the market performance of responsible
signals by focusing on two credence quality official quality signs: the organic label and the

Label Rouge.

We consider both official quality signs as resources for companies (Wernerfelt, 1984).
Resources are defined as ‘“facilities that are potentially controllable by social organizations
and that are potentially usable — however indirectly — in relationships between the organization
and its environment.” (Yuchtman & Seashore, 1967, p. 900). They are used to create tangible
and intangible assets that generate returns for the firm under appropriate circumstances.
Considering official quality signs as resources, we aim to understand to what extent official
quality signs can play a part in the performance of socially responsible actions, and respond to
both customers’ demand and their acceptance of the related cost. Moreover, in addition to
consumer performance, official quality signs must respond to market performances and
economic sustainability. The studies seek to provide greater understanding of the value creation

mechanism in the market thanks to the research question:

To what extent do official quality signs influence the sales revenues of agri-food

products?

This main research question is divided into three sub-questions that arise from the literature:

e Towhat extent does the consistency between official quality signs, brand types and store
types enhance value creation?

e Towhat extent are customers’ benefits from official quality signs transformed into sales
revenue through price and purchase quantity?

¢ Towhat extent do official quality signs generate greater profits than the standards for

other quality range products?
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Several empirical studies are needed to answer these questions. The study of market data helps
to understand the situation and its evolution over time. Market analyses are helpful for
identifying the main trends, market power, competition, and success of the products. They
describe the market with objectivity but also with a lack of subtlety. This is why we must better
understand the customers’ process for making purchase decisions if we are to understand the

market mechanism.

Research methodology

The complexity of value creation assessment lies in the plurality and complementarity of data
that are of different natures and sources. The mean end chain of performance and the
mechanism for value formation depends on firms’ situation, strategies and choices, the
customers’ psychology, and market dynamics (availability, competitors’ offers). The different
natures of the data collected make the marketing productivity model impossible to measure in

an overall, inclusive study.

Assessing value creation requires a mix-method to evaluate the mechanism of performance at
different stages in the chain, and to understand to what extent the value creation comes from
official quality signs or other phenomena. This doctoral thesis proposes a new approach to

management research with several quantitative methods inspired by economics.

We first designed studies with secondary data to investigate the markets and identify their
situations and evolution. The objective was to attest to the influence of quality signs and identify
the complex mechanisms that require further examination and understanding. We conducted
two separate studies, one to understand the market value and consumers’ acceptance of price
for particular quality characteristics, and another to understand the value created by several

economic actors throughout the value chain.

Market value is first assessed using the hedonic price method and elasticity with in-store prices

and sales volumes on the French market.

The hedonic price method is an analytical concept devised by Andrew Court (1939) and
seriously used in economics in the second part of the 20" century (Goodman, 1998). The
hedonic price approach was later introduced by Rosen (1974), who presented a model based on
product characteristics and the weight of each attribute in the priceformation. We assume that
prices are divided by the sum of attributes that all bring value to the product. “When goods can

be treated as tied packages of characteristics, observed market prices are also comparable on
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those terms.” (Rosen, 1974, p. 54). The quality attributes of a food product can be identified
and measured (Waugh, 1929).

We also use elasticity to assess the power of official quality signs in decision-making in a
competitive environment. Based on price and sales volumes, it completes the analysis of market
shares by highlighting the weaknesses of the product’s varieties and indicating the limitations

and opportunities in sales revenue creation.

To complete the analysis of the official quality sign alone, we conducted a second study, using
marketing margins and theoretical price methods. Our aim is to measure the fluctuation in value

creation of official quality signs depending on store type.

The marketing margin is the difference between farm value and retail price. It represents all the
monetary value of assembling, processing, transporting, and retailing charges added to farm
products. Analyzing the marketing margins for different store types and value-chains (either
with official quality signs or without) indicates value distribution. We analyze it with statistic
processing and using dummy variables to both isolate the effect of quality signs and understand
the role they play in value creation.

The theoretical price method compares the current market price with the arithmetic price
calculated using the price of different features. We assessed the theoretical price according to
the price premium for official quality signs, and the price premium for store types. The
difference between arithmetic price and market price indicates the capacity of each store type

to maximize the potential value creation of the quality product.

These market analyses are completed with a third quantitative study based on primary data. We
conducted an experiment that focuses on the combined decision of price and quantity of
respondents. We developed a method based on experimental auctions and added the assessment
of the number of items purchased at their auction price, and the random price. The development
of this type of experiment was unusual and helped us to identify the most important lever for
increasing market share. We also investigated the capacity for transforming the perceived value
of a product which invests in socially responsible practices into a monetary value that

financially supports the firms’ investment in socially responsible activities.

The combination of primary and secondary data makes it possible to investigate value creation
at different stages in the mean end chain, as well as provide the results with soundness. These
data also answer the research questions by taking into account both market value and the

elements related to customers.
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Main results

This doctoral thesis produced results concerning the influence of official quality signs at the
business-to-consumer stage, but also in the value-chain between business actors. The main

results are displayed below.

At the end consumer stage, we notice an increase in demand for high-quality products on the
market. Low-cost production of animal-based products such as standard chicken and battery
hens’ eggs have lower market share than free-range products. Of the high-quality products, the
official quality signs increase the market price and generate various effects on the market. Label
Rouge is a success for high quality oven-ready chicken with a high price, whereas the organic
version is more expensive but barely generates value because of a constant, low market share.
On the contrary, table eggs benefit from the organic label with a continuous increase in market
share, whereas Label Rouge eggs do not seem to have a bright future despite their cheaper price.
Official quality sign versions of the products are neither similar nor substitutable.

For agri-food products, a low price is not necessarily a competitive advantage, and it does not
compensate for the least responsible practices. Moreover, the target of labeled products can be
almost insensitive to price variations. The low-quality version is no longer the market reference,
and the higher quality products, especially those that are free-range, have become the market’s

standard product.

Apart from price, we discovered one possibility for increasing market share without modifying
prices but by pushing sales volumes. Performance can come from sales volumes instead of price
increases — two important levers that must be studied together. Customers are more likely to
purchase a greater quantity than increase their willingness-to-pay for higher quality. We found
that the perceived value and spirituality associated with consuming high-quality products play
an important role in the decision to purchase quantity, but not necessarily that of accepting a
price premium. The negative and reciprocal relation between desired quantity and willingness-
to-pay is not strong and is compensated by other factors for increasing the creation of market

value.

It is not only the perceived value that is modified by official quality signs, and we acknowledge
the importance of other factors in market price acceptance. For example, other quality signs
increase the market price, such as responsible practices — free-range breeding - and brand type.

Nevertheless, we noticed that quality signal do not each have the same influence; it depends on
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the product, and our findings cannot be extended to all agri-food products, but must instead be

studied taking into consideration the specificities of each market case.

We evaluated market value starting with the value-chain. We noted that the chain is modified
by using official quality signs. First, the higher market price does not necessarily imply higher
marketing margins for actors because of the related higher costs. Official quality signs show
higher price volatility downstream in the value chain. Stores must absorb the variations to be
able to propose a consistent offer in the long term, and do not show volatility in market price.
They have greater variation in their marketing margins than standard products. The distribution

of marketing margins is more balanced between actors, but also riskier for some of the actors.

Research interests

The dimensions of theory, methodology, management, and politics were used to approach the

various points of interest of this research.

From a theoretical point of view, the objective is to combine the perception found in marketing
literature, which mainly focuses on attitudinal data, and economic interests, related to the
financial valorization of social responsibility. The difficulty in assessing marketing and
business performance has been noted in the literature (N. A. Morgan, 2012). The plurality of
methods used to measure part of the outcomes reflects the wide range of concepts representing
performance. This study contributes to the knowledge on marketing performance and more

specifically the performance of official quality signs with regard to responsible practices.

We highlight the complex relations between the variables used to assess market performance.
These relations and effects on market performance are interpreted in the light of the consistency
of signals in terms of commitment to social responsibility and the overall coherence within the
product itself and the environment (stakeholders). We also expand on the role of public
authorities in attaining corporate social goals and identify how regulation may be strengths or
weaknesses for the market. We open management research up to politics and economics from

a marketing point of view.

Concerning the methodology, we first show the advantages of analyzing the concrete results of

marketing actions from market data and customers, the standard methodology in marketing

research. The market data reveal real market performances and allow researchers to assess how

criteria are taken into consideration at the point-of-purchase. They curb all the negative aspects

of attitudinal data that suffer from psychological and sociological biases that cannot be
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measured from customers’ answers. The experiment is a complement that may explain the

market statement and identify more precisely the factors of success and failure.

The second methodological technique lies in the experiment itself. The objective was to
combine auction methods with assessment of quantity. We developed an auction mechanism
based on the BDM method. It includes the notion of purchase quantity in the auction. We were
able to assess the purchase decision with the respondent's willingness-to-pay, as well as observe
the fluctuation in additional purchase quantities at a random price. This method was used to
assess the difference in decision-making according to the level of product quality in a controlled

environment.

Business managers should also find interesting points in this thesis. There is growth in the
responsible food market in every type of outlet. Organic food is available from specialized
stores to hard-discount, Label Rouge quality is offered in restaurants and indicated on menus,
and parents demand that school canteens serve food that has not been genetically modified. The
costs generated by improved quality need to produce something in return. Even if we perceive
growth in consumer demand, there is no guarantee that customers will pay for it at any price
and in sufficient quantities to make the business sustainable. This thesis investigates the factor
of signal consistency as a key for the success of official quality signs, and identifies the best-
case scenario for increasing consumer demand and price acceptance. A better understanding of
the stakes related to the management of signals such as brand, label, and store type — where the
product is distributed — allows marketers to make better decisions for positive financial

outcomes.

Finally, we open the discussion into the efficiency of the public policies intervention for
encouraging responsible practices and increasing a product’s quality performance on the
market. Regulation of the free market has generated vigorous debates among economists. The
European Commission and the French government adopt the same strategy regarding agri-food
products, with a desire to put options on the market without prohibiting or constraining business
practices. Official quality signs are designed to help responsible actors become more visible on
the market and have the opportunity to make profits from their practices. Beyond the modest
attempts to influence the market using a variety of tools, the impact of public authorities in their
response to both customer expectations and business needs is decisive. A significant part of the
agri-food market depends considerably on public financial support, and efficient food
production and delivery are essential for countries. We propose our marketing perception of

public intervention in the agribusiness for farm animal products, and discuss the efficiency of
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playing a supporting role through voluntary policy measures and, where necessary,

complementary regulation.

Structure of the thesis

Our research is divided into two parts: a theoretical approach composed of two chapters, and
an empirical approach composed of three chapters. Both parts are complementary and add
knowledge for better understanding of the value creation process of official quality signs in the
agri-food markets.

The first part of this thesis is dedicated to the conceptual and theoretical framework. In the first
chapter, we investigate corporate social responsibility and trace its history to understand the
current situation regarding how firms behave in relation to social expectations, and the role of
public authorities in implementing social and environmental practices. The wealth of literature
questions the role played by firms in society apart from the objective of profit. Debates on
corporate social responsibility are commonplace and are connected to the philosophy of
business ethics via the issues of the range of responsibility, morals, the relations between the
actors, and measurement issues. We identify corporate social responsibility in our context and
analyze the role of information, and more specifically official quality signs, in its
implementation. One concept of social responsibility performance caught our attention in
particular. The 3C-SR model states that corporate social responsibility generates outcomes only
if three pillars are combined: a satisfying degree of commitment, a consistency of actions within
the organization, and coherent stakeholders’ connection with similar values. The performances

of social actions are analyzed from this point of view throughout this doctoral thesis.

The second chapter is dedicated to the concept of performance, and how corporate social
responsibility is supposed to create value on the market. We focus on two main indicators of
market performance: price and purchased quantity. Both variables depend on consumer
behavior and are the basis of market shares, sales revenues, and margin creation. This thesis
aims to understand how official quality signs influence product performance through their
impact on consumers and financial results, using experiments and market data. Based on the

literature review, we design a theoretical model for value creation for official quality signs.

The second part of the thesis is an investigation with empirical studies of value creation. The
two first chapters use market data, whereas the last chapter is an experiment to understand the
mechanism identified. Whereas most marketing studies use attitudinal data, our research aims

to fill in the gap left by attitudinal data — which produce approximate answers to surveys that
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do not reflect the market and are not reliable enough to assess the potential profit of product
types (Wertenbroch & Skiera, 2002). We first test the rationality and preferences of consumers
by analyzing the specific market of table eggs. This specific market was chosen based on several
characteristics, including the homogeneity of the product and the legal nomenclature that
governs the marketplace with mandatory and clear information about the product’s credence
quality. The case of table eggs is favorable for assessing the importance of different features
and the credence value they generate. Regarding the influence of non-economic features, we
question to what extent quality signs create an acceptance of price. Also, eggs are widely-
consumed farm animal products, perceived as a virtue food, and thus a good basis for assessing
the influence of organic labels and Label Rouge. Based on the literature, we assume that
consumers are willing to pay a price premium for socially and environmentally responsible
products. Studying of market prices and quantities purchased reveals the big picture of the role
played by quality signs on the market. We analyze market trends and assess the implicit prices
of labels and their attributes using the hedonic price method. We then calculate price elasticity
to better understand the market mechanism of quality ranges.

The second chapter in this part is an empirical study that analyzes market price and marketing
margins for table eggs and oven-ready chickens. With regard to the creation of value, we
highlight the importance of brand type and store type and mention the role played by
consistency in quality signals. This second market is interesting because it was the pioneer for
the development of the Label Rouge quality sign, and it is a farm product that undergoes little
processing, an important factor for the performance of official quality signs according to
previous works. The situation of the market is rather different from table eggs, and the economic
stakes are high. We investigate the creation of value throughout the value chain based on two
factors: the stage in the value chain, and the type of distributor. We use marketing margins as
the indicator for value creation with two methodologies. We use the theoretical price,
calculating the organic premium ratio at a given stage and the value creation of non-organic
products at the buyer stage. The objective is to know where the value is created and how, as
well as to better understand the role played by store type in this value creation. We perform a
statistical analysis of the value creation models and assess the role of each attribute in price

formation.

The third chapter of this empirical part is a customers’ approach to value creation with an

experimental economics study that has been designed to better understand the influence of

organic labels on price acceptance and the quantities purchased of a product. We conducted the
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experiment on liquid milk for several reasons. It is a low-processed farm animal product that is
commonly purchased in France, and, contrary to table eggs and oven-ready chickens, one for
which freshness is not a major constraint at purchase capable of skewing the study of official
quality signs in an experiment. We conducted experimental auctions with the introduction of
quantity purchased in addition to price analysis. We chose the BDM mechanism for auctions
and designed a survey that participants were asked to complete. We investigated how quality
signs generate market value through price and sales volumes and assessed the role of perceived
value and spirituality as intermediate variables. We collected information regarding the
products usually purchased by the respondents (brand type, store type, quality) and their
reference prices. We analyzed the data using two methods. First, we designed a Tobit model,
which is a censored regression model with dummy variables mostly used for assessing
willingness-to-pay factors. This methodology was used to analyze the three behavioral
variables in the study: auction, quantity purchased, and random price acceptance. The second
method is the analysis of mediation effects that aims to measure the intermediate factors of
perceived value and spirituality and the influences between the behavioral variables themselves.

Finally, we propose a general discussion and conclusion of the empirical studies. The results
and the literature review are compared. Reflections on the relevance of the value means-end
chain are made by highlighting the importance of consistency in quality signals and the
complexity of the model. We also question the place given to social and environmental
performance in the current trade system, and how public policies can either help or refrain
market development and economic success. Then, in the final section, we mention the
implications of this doctoral thesis. We review the main theoretical observations and display
the methodological implications of the empirical studies. This is followed by the managerial
aspects, with practical advice for firms. Finally, we evaluate the major political implications.
European policies play a role in value creation for agribusiness and consider the increase in
food quality and safety, the protection of farming practices, and food market support as a
primary concern. From these managerial studies, we propose our thoughts which should be
useful for investigating food market sustainability. We acknowledge the limitations of this
research at several levels. Two of the main issues are associated with the empirical studies.
First, the theoretical model of value creation cannot be tested at once because it requires
different methodologies. We needed to investigate product-market performance with market
data, and the customer's ability to contribute to market performance with an experiment. The

second main issue is due to the result of the lack of details in the databases. The mediation
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effect of brand types and official quality signs were not available, and we would have obtained
more precise results with the sales volumes according to type of distributor. Considering the
theoretical limitations, the literature presents value creation in a mean end chain model. This
perception is restrictive in terms of the influence of signals, and does not describe the true
complexity of the creation of market value. Finally, we present future studies that should be the

extension of both the results we have obtained, and the reflection we have initiated.
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PART 1. FIRM'S RESPONSIBILITY, QUALITY SIGNS, AND
MARKET PERFORMANCE — A THEORETICAL APPROACH

The objective of the first part is to establish the theoretical foundations of the research. The
main purpose is to understand to what extent signaling the corporate social responsibility to
stakeholders can influence the firms’ performance, with a focus on the use of official quality
signs in agribusiness. The literature review establishes the conceptual and theoretical
framework of the doctoral thesis, and helps in the elaboration of the empirical studies.

The first chapter presents the history and evolution of corporate social responsibility to contrast
the different approaches and theories. Following the 3C-SR model, we integrate the dimensions
of stakeholders as a fundamental element in corporate social responsibility success and we
consider that performance is the result of internal and external consistency of the firms’
decisions and actions. We highlight the importance of the information in the market by relating
the information economy theory and the signaling theory and present the special stakes of

signaling credence quality in the agri-food market.

The second chapter deals with the value creation of firms. Based on the marketing performance,
we present a mean-end chain model with the customer, market, and economic firms’ results of
marketing actions. We identify the role of quality signs in the firm performance and suggest
that the consistency with other signals contribute to the enhancement of corporate social
responsibility positive outcomes, specifically better market results. Based on the literature
review, we formulate main and sub- research questions that complete the current academic
knowledge. We explain the required methodologies to test the elaborated theoretical model and

present the official quality signs markets, history, and influence.

The two first chapters elaborate the conceptual structure of the thesis and identify the various
components of the theoretical model. The current part establishes the guideline of the research

and makes the link between the marketing and the financial perception of performance.
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CHAPTER 1. THE ROLE OF QUALITY SIGNS IN THE
CORPORATE SOCIAL RESPONSIBILITY

The first chapter aims to discuss the theoretical basement for the adoption of labels in
agribusiness as a signal of quality for consumers. The chapter is divided into two sections to

answer the following questions:
- Is the quality enhancement a tool for corporate social responsibility?
- How quality signs enhance market performance through price and quantity?

The quality signs have been often studied with the asymmetry of information theory, and the
efficiency of signaling quality on the market (Spence, 1974). The labels do not benefit from an
entire theory elaborated for their specific case and are mostly considered as a signal that gives
better information to the consumers. In this thesis, we consider the quality signs as forming part
of the corporate social responsibility. We analyze a set of signals that deliver information about

the degree of responsibility of the firms and the products.

The first section presents the theory of corporate social responsibility (CSR). For decades, the
management research explored the social responsibility and the related difficulties for
implementation. The concept of corporate social responsibility has been rethought and
redesigned over time. Nowadays, a large number of definitions remain in the literature. We
discuss the different approaches of corporate social responsibility and how quality signals are

an integral element of it.

The second section presents the necessity of delivering information on corporate social
responsibility. We discuss information economics and the signaling theory to understand the
necessity of quality signs. Then, we tighten our research on agribusiness and display the stake
in the food sector.

Section 1. Theory of corporate social responsibility

The responsibility of firms is a growing concern for decades and developed new forms of
pressure on companies. Several stakeholders make new requests to firms, while the social and
institutional pressure strengthens. This section aims to define corporate social responsibility by
presenting its evolution, legitimacy, and scope. The concept is presented through its numerous

definitions (1). We identify several approaches and debates that have been developed in the
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literature (2) before explaining how the quality signs are related to corporate social

responsibility (3).
1. Past conceptualizations of corporate social responsibility

The negative externalities of economy and business have been an important concern since we
trade. “The history of ethics in business is a long one, going back to the beginning of
business. ’(De George, 1987, p. 201). The terms and words referring to responsibility in
business evolved in history, but the topic has always been a concern (De Bry, 2008).

At the beginning of the twentieth century, Taylor considered management as a tool to achieve
the workers’ maximum efficiency. The development of the work organization conflicts with
the moral law developed by Kant that aims to treat people in their ends in themselves,
considering their needs and inspirations. Clark (1916, p. 218) illustrated the concern of social
responsibility by calling into question the phrase “business is business”. He highlighted that
the humans are unselfish in several ways in their lives, but the business relations are excluded
from moral obligations. The responsibilities of human actions are not transposed to business
actions. To avoid the laissez-faire of the liberal economy and curb the negative impacts of
business relations, the public authorities developed regulations and control systems. In his
conclusion, Clark highlights the lack of business responsibilities and the sense of injustice, and

the need to fill in our scheme of social management and social interpretation.

In the thirties, Barnard suggested manipulating the individual desires and goals to meet the
organizational purpose. He considered the responsibility as “the power of a particular code of
morals to control the conduct of the individual in the presence of strong contrary desires or
impulses.” (M. Schwartz, 2007, p. 47). Barnard considered that the executives have a higher
moral responsibility, as management decisions are highly considered by moral issues. He also
suggested a shared responsibility with external stakeholders, a key point in the evolution of the
social responsibility concept. This perception of the responsibility, and roles of the workers in
the firms according to their hierarchical position, is consistent with the paternalistic attitude
from the managers toward the workers. It reveals the expression of social consideration (De
Bry, 2008).

Corporate social responsibility entered the academic field in the second part of the last century.
Frederick (1978) presented the corporate social responsibility evolution through a timeline from
1950 to 2000. Looking at the development of the concept through history gives an interesting

overview of the issues. The timeline highlights debates that emerged between citizens, politics,
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economists, workers, consumers, and business actors. Four main perceptions of corporate social
responsibility are presented. The author called them the four stages of corporate social
responsibility presenting its roots, challenge, and transformation over time.

Table 1 Four stages of CSR
CSRL Corporate CSRZ. Corporate CSR3. ' CSR4. Corporate
social social Corporate/Business lobal citizenshi
stewardship responsiveness Ethics (1980s - ?19905 — 20005) p
(1950s — 1960s) (1960s — 1970s) 1990s)
. Corporate Corporate should .. . Accept
Guiding managers  are Create and maintain -
) respond to . responsibility for
CSR public trustees lesitimate social an ethical corporate corporate slobal
principle  and social d egman ds culture m pac s g
stewards p
Interact with Treat all Adopt and
. Corporate stakeholders and . implement global
Main CSR philanthropy comply with public stakeholders Wlt.h sustainability
L respect and dignity
policies programs
Executive Stakeholder Human richts Globalization
CSR conscience and  pressures and relisious agn d e’ thnic disruptions of
drivers company government val Ees economy and
reputation regulations environment
CSR Philanthropy izaléigilig?s and Mission statements, International code
Polic and public re gula tor ethnics codes, social  compliance,
Y relations co%nplianZe contracts sustainable policy

Corporate social responsibility is based on the idea that business has a social role, and its
decisions impact society and the environment. This idea has been developed mostly in the U.S

at the beginning of the last century and has its roots in the history of business communities.

In the mid-twentieth century, the concept became more popular, and the modern CSR as we
know it started to emerge. The following paragraphs describe the diverse perceptions of social
responsibility in business and develop the main concepts.
1.1 The beginning of corporate social responsibility: developing and
questioning the concept
Howard Bowen is considered as the pioneer of the corporate social responsibility with his book
“Social responsibilities of the business” edited in 1953 and initiated by a religious organization.
The author used the terms Stewardship and Trusteeship, and developed a concept that reflects
the stakeholders' approach. The book questions the model of the United States economy and its
evolution. He defines corporate social responsibility as follow: "[CSR] refers to the obligations
of businessmen to pursue those policies, to make those decisions, or to follow those lines of

actions which are desirable in terms of objectives and values of our society” (p.6)
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The author presents ethics as the essence of social responsibility. Social responsibility is
presented as the result of economic obligations, legal and ethical obligations, and philanthropic
obligations. Philanthropy is the central value and aims to establish a social balance by reducing

the gap between the wealthy and the poor people.

Drucker makes three arguments in favor of ethics in business. First, he does not define business
in terms of profit but as an organ of society. Second, as a logical process, the power of firms
demands a corresponding responsibility, establishing the social power argument due to the
control of resources by managers that can affect society. Finally, the author, in compliance with
the Cristian philosophy, and joining Bowen, states that the company has a responsibility
towards its employees and must fulfill the human dignity and offer equal opportunities to
employees (M. Schwartz, 2007).

In the sixties, the voluntary stewardship of corporate social responsibility was not sufficient for
society and became controversial. The business sector had to respond to new social demands,
including the correction of racial or sexual discrimination at the workplace, new environmental
requirements toward pollution, the importance of workplace safety, and the claim for fair prices.
The matter of satisfying shareholders and self-interests was consistent with the unique aim of
profit but was potentially conflicting with the matter of social goals. The authors wondered
which social and environmental objectives can be included in the companies’ objectives and
responsibilities, and to what extent they were responsible for their actions. Plenty of definitions
generated debates about the role and the limits of corporations. We discuss the details of these

debates in the next paragraph.

The literature shows a large heterogeneity of the dimensions included and considered as the
responsibility of the firms. Davis highlights the ambiguousness of social responsibility for firms
as “a tendency exists to limit its [social responsibility] application to person-to-person
contacts. Social responsibility moves one large step further by emphasizing institutional actions
and their effect on the whole social system. Without this additional step, personal and
institutional acts tend to be divorced.” (1967, p. 46). Corporate social responsibility
implements the moral responsibility of human actions to business, enlarging the role of
enterprises in society. The concept has been criticized, mostly because of the indefinite

framework of the responsibility.

In the literature, corporate social responsibility is either perceived as a burden for the firms (in
the economy with liberal anchorage), or a moral obligation that is above the unique objective
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of profitability. A large number of publications attempted to develop the concept of social
responsibility of firms and integrated one or several dimensions such as social, environmental,
political, ethical, economic, or even cultural. In his book “Business in contemporary society:
framework and issues”, Johnson (1971) defines four times the social responsibility with
different approaches. They can appear contradictory, but they are mostly complimentary. They
describe a unique and plural reality in business (see appendix Definitions of corporate social
responsibility). The first approach of the author set forth the canalization of business with “the
elaboration of social norms in prescribed business roles” (p.51). He elaborated a list of actors
that must benefit from the social responsibility in that terms: “Instead of striving only for larger
profits for its stockholders, a responsible enterprise also takes into account employees,

suppliers, dealers, local communities, and the nation” (p. 50).

Several social actors are not considered in this definition, such as customers (Jones, 1980).
CSR1 was an independent concept. Then came the idea that the business social responsibility
should be a response to the social demands, and the concept evolved to the corporate social
responsibility as social responsiveness.

1.2 The corporate social responsiveness

Carroll summarizes the “Corporate Social Responsiveness”, also called CSR2, in this relevant
form “Corporate social responsiveness, which has been discussed by some as an alternative to
social responsibility is, rather, the action phase of management responding in the social sphere.
In a sense, being responsive enables organizations to act on their social responsibilities without
getting bogged down in the quagmire of definitional problems that can so easily occur if
organizations try to get a precise fix on what their true responsibilities are before acting ” (A.
B. Carroll, 1979, p. 502).

The responsiveness is the micro-level of social responsibility. Wrtick and Cochran explained

the differences between corporate social responsibility and social responsiveness in a table.

Table 2 Differences between social responsibility and social responsiveness

Social responsibility Social Responsiveness
Major considerations Ethical Pragmatic
Unit of analysis Society The firm
Focus Ends Means
Purpose “Window out” “Window in”
Emphasis Obligations Responses
Role of the firm Moral agent Producer of goods and services
Decision framework Long term Medium and short term
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Carroll (1979, p. 503) mentions six social issues that are involved in the social responsibility,
namely the consumerism, the environment, the discrimination, the product safety, the
occupational safety, and the shareholders. The firm must respond to these issues with a specific
social responsibility category and with a philosophy of responsiveness. The author developed
categories of social responsiveness from previous articles. The categories are ranked from the
inaction (Do nothing — no response) to pro-action (do much — proactive response) (Archie B.
Carroll, 1979, p. 502). Two ways are used by firms to respond to social pressure: organizational
design and managerial competences. Firms do not have the same ability of firms to respond
more or less to social pressure (W. C. Frederick, 1978, p. 155). This ability depends on firms’
resources, resources utilization, and strategies (Barney, 1991). Davis (1967, 1973) presents a
process of response in three phases, from policies to actions. Table 3 presents the
interdependency of the roles and responsibilities of actors. In the third phase, managers must
use their resources to solve the management issue and increase the quality or quantity of social

responses.

Table 3. The social responses from policy to actions

Organizational Organizational Process

level Phase1 == Phase2 — Phase3
Problem: moral New Knowledge Gettmg the organizational
imperative commitment
. . . .. .o Changing performances
Executives Action: Policy Hiring specialists SINE P
expectations
Results: New
objectives
Problem: Technical issues Lead t(.) FesSponses of
operational unities
Action: Drawing data .
ving . Using the data system to
system and interpreting
. . measure performance
Specialists the environment
Results: Working on the
field at the
communication and
technical level
Problem: Management issue
Action: Using resources and
Managers modifying procedures
Results: Increasing
responses

Business ethics respond to scandals that pointed up the actions of businesses that were
controversial, such as the support of apartheid by doing business in South Africa, the disastrous
working conditions in third world countries, or the dangerous or unsafe components of

products. Regardless of the truthfulness of these scandals, they affected society. In addition to
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the executive of firms, public authority can be implied in the process of moral issue
identification and policymaking. The multiplicity of actors involved in moral quandaries and
their shared necessity to respond extend the scope of the firms’ responsibility to all their

stakeholders.
1.3 The stakeholders’ challenge

The CSR3, corporate social rectitude, integrates a new dimension of ethics and morals to social
responsibility. Frederick identifies three value-based and ethical drivers for management
decision, namely the utilitarian, related to the economical aspect of the firms, the human rights,
related to the parties beyond the firms, and the social justice, related to the societal level
(William C. Frederick, 1986; Mitnick, 1995). The CSR2 included the stakeholders as a concern,
and mainly from a managerial view of the firm presenting four main stakeholders: owners,
suppliers, customers, and employees. The CSR3 increased the number of actors as it considers
a stakeholder any group or individual who is affected or who can affect the business of the firm.
In that respect, the CSR3 adds the obligation and the necessity of an ethical climate within the
company and with its stakeholders. The interests of several actors, other than stockholders, must
be served by the activity of the business. The inclusion of other actors in the social responsibility
raises two main questions. First, the enlargement of firms’ responsibility leads to the debate of
responsibility limits. The identification of the stakeholders and the asymmetry between their
negotiation strengths are two main issues (Griethuysen, 2009). Second, we question the control
authority that may evaluate the responsibility of the firms. Both questionings refer to the design
and the control of corporate social responsibility. Defining corporate social responsibility
requires the identification of goals, implementation framework, and appropriate resources.

In previous research, the stakeholder approach is central in the analysis of social performance.
Garriga and Melé (2004) classify the corporate social responsibility theories in four types:
instrumental, political, integrative, and ethical (Appendix) The stakeholder approach is part of
the integrative theories and ethical theories. The integrative theories look “at how business
integrates social demands, arguing that business depends on society for its existence,
continuity, and growth.” (Garriga & Melé, 2004, p. 57). Among them, the stakeholder
management enforces the generic social responsiveness and public responsibility principle with
the central goal of achieving maximum overall cooperation with the entire system of
stakeholders. The ethical theories gather the approaches that focus on the relationships between
society and business. The normative stakeholder theory considers all the objectives of the

stakeholders and enforce the legitimacy of their interests.
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The identification of stakeholders is commonly made with a three attributes pattern from a
notorious article: power, legitimacy, and urgency (Mitchell et al., 1997). The stakeholders
present several combinations of these attributes for the firm and are classified according to their

characteristics.

Figure 1 Stakeholder typology: one, two or three attributes present(Mitchell et al., 1997, p. 874)
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The authors classify them as “/the] latent stakeholders are those possessing only one of the
three attributes and include dormant, discretionary, and demanding stakeholders. Expectant
stakeholders are those possessing two attributes and include dominant, dependent, and
dangerous stakeholders. Definitive stakeholders are those possessing all three attributes.
Finally, individuals or entities possessing none of the attributes are non-stakeholders or
potential stakeholders.” (Mitchell et al., 1997, p. 873). Stakeholder relations management is
central and must be adapted to each actor. The misidentification of stakeholders may lead to
negative consequences (missing an opportunity, not seeing a danger...). Globalization increases

stakeholder importance and complexity.
1.4 Global economy and new challenges

CSR4 evolves simultaneously with the globalization. It includes more stakeholders, like non-

governmental organizations (NGOSs), and acts as a buffer between society and global companies
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with a new role of international peacemakers. According to Bowen (2013, p. xiii), “The
corporate social responsibility scholarship aims at (re)discovering how business may create
shared value for both business and society, (re)considering the role of institutional factors in
the adoption of social responsibility, and (re)thinking critically how corporate social
responsibility expresses the political role of corporation.” Corporate social responsibility is an
integral element of the managerial process and becomes an instrument for success. Dunfee and
Donaldson (1999) propose a unique social contract between the society and the business actors
that embodies universal human rights principal. According to the legitimacy theory, this

contract must provide a proper environment for market success.

The globalization of capitalism generated new oppositions, and an alter-globalization
movement emerged. Firms face double constraints: they must meet expectations of capitalism
and private property that respond to the tragedy of the commons, and at the same time, they

must fulfill their social and environmental roles (Griethuysen, 2009).
2. The debates about corporate social responsibility

The lack of agreement about the nature and the scope of corporate social responsibility, but also
the role of stakeholders and the implication of globalization rose several debates in the academic
world, but also the civil society and the business community. This paragraph aims to avoid
confusion and specify the scope of our research. We focus on the debates related to the business
concerns, but other scientific disciplines questioned the influence of other factors on CSR, such
as sociology and philosophy. We first mention the issue related to the semantic and clarify the
vocabulary used in the literature. Second, we discuss the identification of stakeholders and the
bewilderment of their recognition. Third, we outline the controversy of enhancing non-
economic performance in a liberal context, addressing the question of social performance and
measurement. We conclude with a special focus on the profitability of corporate social

responsibility from a marketing and an economic perspective.
2.1. Other important concept related to CSR

Corporate social responsibility is often confused among other concepts related to ethics in

business. Below, we provide an overview of the vocabulary for clarification (De Bry, 2008).

2.1.1 Ethics in business

Management ethics considers the firm responsible for the consequences of business actions, a

larger concept than corporate social responsibility. Frederick Taylor addresses the issues of
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ethics in business by identifying the basic limits of his production methods and did not intend
to injure the employees. In a paternalist conception of the organization, the firm implies the
encouragement of workers and the improvement of the work with personal relation, and without
condescending or patronizing. The limits he stated are similar to a business ethics dialogue.
Chester Barnard stated that managers have the responsibility to make the moral code applied in
the company but also with the stakeholders. Leaders have the responsibility of their capacity to
convey to others. For Drucker’s, the main purpose of business is not profit. The corporation is
a social institution and must respond to social responsibilities, including specific
responsibilities toward their employees. All these perceptions of ethics in business consider that
moral principles must be applied to economic actors. Ethics shows five essential values: justice,
social responsibility, exemplary manners, mutual trust, and respect for others.

Corporate social responsibility can be considered profit-oriented in a neo-classical approach,
and unique responsibility to the shareholders (Friedman, 1970). The approach of business ethics
is more sociological and take legitimacy in the values of society and the relationship with
stakeholders. It requires developing the links between the responsibility of the firms toward

ethical, environmental, and social concerns.

2.1.2 Sustainable development

Corporate social responsibility is closely related to the sustainable development concept. The
latest has been officially defined in the Brundtland report and claims that “Humanity has the
ability to make development sustainable to ensure that it meets the needs of the present without
compromising the ability of future generations to meet their own needs.” (United Nations, 1987,
p. 15). The theoretical sustainable principles are nevertheless applied in corporate social
responsibility firms’ actions (De Bry, 2008). The institution considers that the responsibility of
the firms is to contribute to the viability and sustainability of the society in general.

Sustainable development has three levels of involvement, similar to the classification of

corporate social responsibility involvement.

Table 4. Levels of involvement for sustainable development (adapted from De Bry, 2008)

Level CSR . Major dimensions Behavior
corresponding
Conformity Neo-classical CSR Economy Focus only on profit
approach
Periphery CSR2 Ecqnomy, social and Focus on profit and meet thg social
environment and environmental expectation
CSR in business The main objective is the
Incorporated . Stakeholders, society sustainable development and the
ethics
stakeholders
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2.2.  ldentification of the stakeholders’ responsibility

The large literature dealing with stakeholders generated several levels of analysis. Stakeholders
are alternatively used as a concept, a model, a management tool, and a theory. Freeman and
Reed (1983) distinguished two levels. The theoretical level questions the role of stakeholders
with a philosophical approach to management and proposes a typology. The analytical level
focus on the cooperation and the competitive threat between the stakeholders with an objective
of strategy or audit. Donaldson and Preston (1995) identified and explained three prisms to
analyze the stakeholders: descriptive, instrumental, and normative. A fourth prism called

managerial stakeholders has been added.

Table 5: Theses about stakeholders - adapted from Donaldson and Prestion (1995)

Thesis Description

Descriptive* A model describing the cooperative and competitive corporations and
stakeholders.

Instrumental® Analyze the connection between the stakeholders, there achievements and
performances.

Stakeholders are studied as persons or groups of persons, which implicate the
consideration of morals, values, philosophy, and human behavior.

Studies about stakeholders are made for generating managerial implications to
improve the situation.

*Represents a theory of stakeholders.

Normative*

Managerial

The famous typology of Donaldson and Preston (1995) has been largely criticized. Mitchell and
al. claim that the importance of stakeholders depends on three attributes stated above (1997):
power, legitimacy, and urgency (Figure 1 Stakeholder typology: one, two or three attributes
present(Mitchell et al., 1997, p. 874)). Business is perceived as an entire system in which all
stakeholders have a relative power over others. The improvement of their relationship has a
double — sometimes conflicting — goal of managing responsibility and profitability. The
corporate responsibility faces the demand from discretionary stakeholders, but must also obey
to the dormant and the demanding stakeholders if related to society’s stakes. Waddock,
Bodwell, and Graves (2002, p. 134) identified the pressures and classified them into three
categories.
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Table 6. Classification of stakeholders' pressures

Primary Stakeholder Pressures Secondary Stakeholder Social and institutional
Pressure pressure

Owners NGOs/ Activists The proliferation of “best of”

Demands for Demand for better human rights, ranking

efficiency/profitability labor rights, environmental Creates incentives to rank high to

Viability (sustainability) performance enhance corporate reputation

Growth of social investment Communities The emergence of global

Employees Neighbor of choice principles and standards

Pay and benefits Governments Changing public expectations of

Safety and health Demands for transparency companies

Rights at work/Global labor Anti-corruption movement Triple-bottom-line

standards Compliance with laws and reporting/accountability

Fair/ethical treatment regulation Increased demands for

Customers Economic development accountability

Demand for “green” and “ethical” Increased demands for

products transparency

“No sweatshop” movement Emphasis on financial, social and

Suppliers ecological performance

Fairtrade/meet commitments
Continued business

The responsible firm measures and faces its responsibility for all actors. The choice of
stakeholders is a key element. “The stakeholder theory and the relation marketing indicate that
the quality of stakeholder-company relationships is commensurate with the benefits
stakeholders receive from their interactions with the company” (Bhattacharya et al., 2009, p.

260). The authors developed a stakeholder-centric model for understanding CSR.

Figure 2 A model for understanding stakeholder responses to CSR (Bhattacharya et al., 2009, p. 260)
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level factors level factors
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Two benefits are distinguished: functional benefits and psychological benefits. Information can
strengthen relationships, especially in the case of reciprocal exchanges. The reciprocity
improves the relationship quality in four dimensions (from the strongest to the weakest):

identification, commitment, trust, and satisfaction. The advantages of quality relationships
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between stakeholders are numerous. Davis (1973) examined the reasons for and against the

business’s assumption of social responsibility, considering stakeholders as part of society.

Table 7 The case for and against social responsibilities (Davis, 1973)

For Against

The accomplishment of social The social responsibility if a
Long-run self- goods connect with the social Profit subversive doctrine in a free
interest community and take maximization society for Friedman, and it

advantages in the long term.

impedes business

Public image

A positive public image
support the long-run self-

Cost of social

The business should allocate a
very small amount of its

: involvement .
interest resources to social matters
Performing valuable services
Viability of for the society for the well- Lack of social Businessmen are not capable
business being of the whole business skills to answer social needs

and its environment

Avoidance of

The social responsibility of
business actors avoid
regulation by the government

Dilution of

The involvement in social goals
will decrease the economic

government business’s effectiveness of business and
regulation that are costly and mandatory, primary purpose  generate a poor social
centralized the power and
- performance
weaken the business
Weaken International balance of
. Responsibility must be adapted . caxe .ed ternational balance o .
Sociocultural international payments do not take social
to the cultural norms to reach o,
norms . balance of responsibility into account and
their goals and succeed
payments must be affected
Diversification of ownership The business should not take
Stockholder portfolio and responsive The businesshas  more power to society and
interest behavior bring returns to the enough power become the giant social

firms

institution

Business can try freely to solve

Social responsibility is not in

. . Lack of accountability, and should not
Let business try social problems where other . . .
T . accountability rely on occasional actions of
institutions have failed .
businessmen
The general opinion is not
Business hasthe  The resource of business might  Lack of broad homogeneous and social
resources be useful to solve social issues ~ support actions from firms may arise

frictions in society

Problems can
become profits

Not all problem can be handled
in this way, but some can be
turned into a profitable
situation

Prevention is
better than
curing

Business must handle issues
before they get even more
problematic

This list is oriented toward profit maximization, calling into question the degree of priority of

each responsibility and the real power of corporate social responsibility in changing business

practices.

2.3 The volunteer approach and the regulation approach: the degree of
liberality in the economy

The debate lies in a dual perception of corporate social responsibility implementation: voluntary

participation or mandatory regulation. Corporate social responsibility is defined by Davis as “a
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firm’s acceptance of social obligation beyond the requirement of the law” (1973, p. 313). The
definition explicitly mentions the optional nature of social responsibility. Bowen states that
volunteer involvement of business actors could be sufficient to solve the social and economic
issues of the United States of America and regulate the American economy (Acquier & Aggeri,
2015). Bowen rejected utilitarianism and mentioned the social audit, the political reforms, and
the revision of the management education as elements of the social responsibility
institutionalization. For Drucker, business is a discipline. The firms and the society face
indissociable stakes that must be considered with morality. In 1970, Friedman wrote in
“Capitalism and Freedom” that “There is one and only one social responsibility of business--
to use its resources and engage in activities designed to increase its profits so long as it stays
within the rules of the game, which is to say, engages in open and free competition without
deception or fraud.” (Friedman, 1970, p. 6). Jones (1980) criticized the obligation of companies
to adopt measures for social responsibility and denies that responsibility concerns a very large
amount of actors. Jones (1980, p. 59-60) also support voluntary adoption and considers that

behavior influenced by the coercive forces of law or union contract is not voluntary.

This liberal approach of corporate social responsibility includes a unique economical dimension
that is supposed to have positive consequences on other dimensions. It is analogous to the theory
of Adam Smith which states that humans contribute to society when they act in their self-
interest. The first and main objective of this approach is to satisfy shareholders and financial
performance, upstaging the other non-financial dimensions. It discards the social and moral
obligations of the firms and does not identify precisely the responsibility of firms.

The question of the supervisory authority for corporate social responsibility is a thorny topic.
Corporate social responsibility is considered apart from legal and technical obligations. “Iz
means that social responsibility begins where the law ends.” (Davis, 1973, p. 313). The
European commission adopted the liberal approach, empowering autoregulation and
coregulation. Firms adopt corporate social responsibility if they find a financial interest, or

benefits in terms of image or trade (Igalens, 2013).

Corporations face three challenges: economic responsibility, public responsibility, and social
responsiveness (Wartick & Cochran, 1985). Each dimension should be measured to be analyzed

and compared, but the measurement of social effort and performance rose several debates.
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2.4 The performance of CSR

The corporate social performance (CSP) raises the issue of measuring the results of the social
responsibility implementation. Corporate social performance is not clearly defined and is
sometimes used as a synonym of corporate social responsibility or social responsiveness. In
1979, Carroll described the corporate social performance as a three-dimensional integration of
corporate social responsibility, CSR2, and social issues. The model integrates economic
responsibility and public policy responsibility.

Figure 3. The corporate social performance model
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The corporate social performance gathers all performance of firms’ corporate social
responsibility program. It is a multidimensional construct with firms’ behavior and actions,
internal processes and behaviors, and outputs. The concept is polymorphic, complex, and by
extension hard to measure. The corporate social performance has no unanimous definition and
framework, but we retain the following definition:
“Corporate social performance is a multidimensional construct, with
behaviors ranging across a wide variety of inputs (e.g. investments in pollution
control equipment or other environmental strategies), internal behaviors or
processes (e.g. treatment of women and minorities, nature of products

produced, relationships with customers), and outputs (e.g. community
relations and philanthropic programs)” (S. Waddock & Graves, 1997, p. 304)

The identification of corporate social responsibility’s results is difficult. For example, corporate
social performance is highly correlated with research and development. Such correlation makes

the independent influence of corporate social responsibility on financial performance
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(McWilliams & Siegel, 2011). Wartick and Cochran developed a list of criteria that are

incorporated in each dimension of the above model (1985, p. 767).

Table 8 The corporate social performance model

Principles Processes Policies
Corporate social responsibilities Corporate social responsiveness Corporate issues management
Economic Reactive

Issues Identification

Legal Defensive .
. . Issues Analysis
Ethical Accommodative
. . . Response Development
Discretionary Proactive

Directed at:
The capacity to respond to

Minimizing “surprises”

The social contract of business changing societal conditions . .
. . Determining effective corporate
Business as a moral agent Managerial approaches to . .
. social policies
developing responses
Philosophical orientation Institutional orientation Organizational Orientation

Corporate social responsiveness and corporate issues management are used to meet the
stakeholders’ demands. The role of policies is to identify, analyze, and respond to
environmental changes. Each process mentioned above has been related to the managerial

approach, posture of strategy, and performance.

Table 9 The reactive-Defensive-Accommodative-Proactive (RDAP) scale (Clarkson, 1995, p. 109)

. Managerial
Rating approach Posture of strategy Performance
Reactive Fight all the way Deny responsibility Doing less than required
. Do only what is Admit responsibility for Doing the least that is
Defensive . L .
required fighting it required
Accommodative Be progressive Accept responsibility Doing all that is required
Proactive Lead the industry Anticipate responsibility Doing more than is required

Each action for corporate social responsibility can be discussed with stakeholders and adapted
to meet their demands and reach corporate social performance. Several models have been
developed with either linear or circle chains. The latest shows an inverted U-shaped relationship

between the two concepts.

The ethical model denies performance outcomes of corporate social responsibility and pushed
economic returns into the background. The central assessment is made on moral, social, and
ethical responsibility. Nevertheless, economic viability is a central element to make the firm
apply social responsibility (Kanji & Agrawal, 2016). The stakeholder approach assumes a
positive linkage between corporate social responsibility and financial results thanks to better
stakeholders’ relationships and the creation of a virtuous circle of stakeholders' performance
(S. Waddock & Graves, 1997).
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In this doctoral thesis, we the 3C-SR model developed by John Meehan, Karon Meehan, and
Adam Richards (2006). The model is a tri-partite orientation highlighting the complexity of
reaching an effective organization, called corporate citizenship (CC).

Figure 4 The 3C-SR model

Stakeholder
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These three dimensions correspond to ethical and social commitment, connections with partners

in the value network, and consistency of behavior over time to build trust.

Table 10 Definition of 3C-SR model dimensions

Dimension Definition Examples
Represent the values element of social Labels and certifications (societal
Commitment resources (ethical standards and social validity), code of business practices (low
objectives). legitimacy)
Connections Structures of roles aqd relationships Stakeholders approach, credibility of the
among the constellation of the actors. network, SA800 standards
Refers to the behavioral element of social

Long-term consistency and credibility of

Consistency resources over time and across all facets of - :
the value network, coherence in the firm

an organization's operation.

In the management literature, the term commitment has been mostly studied from a customer
perception (Haanpad, 2007; Maher & Zohra, 2017) and organizational commitment from an
employee perception (Farooq et al., 2014; Turker, 2008). In this specific case, we are referring
to economic actors’ commitment to corporate social responsibility, and more specifically the
commitment that is signaled in the market. As Carroll (1979) mentioned in the definition of
corporate social responsibility, the firms develop activities that follow several ethical rules that
the public expect. The concept of 3C-SR refers to the commitment of the firms to the social
benefits, including universal rights, sustainable development, common goods and stakeholders

(Wilburn & Wilburn, 2014).
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The dimension of connection highlights that the corporate social responsibility includes a focus
on stakeholders. They are “not just recipients of a company’s activities [...], but the
stakeholders must be partners in the development of companies’ plans, and this requires that
understanding stakeholders’ values are necessarily and explicitly a part of doing business.”
(Wilburn & Wilburn, 2014, p. 6). The partnership should be based on fairness and a dialog to
understand the needs and commitments of members. The choice of the stakeholders would

results in a mutual agreement concerning the economic, social and environmental improvement.

The consistency dimension states that the multiple source or signals about social involvement
should be consistent to have a positive influence on attitudes and behavior (Roeck et al., 2016).
The consistency plays an important role in the evaluation of the product (or firm) quality and
value (Yang, 2012). Consistency in terms of signals and over time interfere in the quality

evaluation process.

This model aims to transform social value into competitive advantages. “This positive
corporate image translates into enhanced sales revenue as more and more aware consumers
favor the organization with their expenditures.” (Meehan et al., 2006, p. 396). A weakness in
one of these three dimensions may lead to a market failure. This model is a guideline to evaluate
several approaches of corporate social responsibility, from the choice to the stakeholders, the

signals sent about the commitment and the consistency along a period.
2.5 Profit and CSR

Corporate social responsibility is mainly assessed with financial results. Most of the advantages
outcomes listed by Davis (1973) are linked to profit, or intermediate outcomes such as public
image, sociocultural norms, stakeholder relationship, and viability of the business that
contribute to long-run interests and profit. Moreover, corporate social responsibility is a
precautionary principle to avoid costly mandatory regulation or costly social issues. The
arguments against corporate social responsibility are mostly related to profit, but also related to
the concept of responsibility itself, such as its scope, the required resources, and the thorny

aspect of social positioning for profitable companies.

Management literature focuses on the relation between corporate social responsibility actions
and firm performance. In this paragraph, we focus on the relations between corporate social
responsibility and marketing (1) and finance (2).
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2.5.1 Corporate social responsibility and marketing

Marketing scholars discuss the corporate social responsibility in the sixties, more specifically
the societal marketing in response to the spread of consumerism. Societal marketing mixes
traditional marketing and social expectations to meet the long-term needs of consumers (health,
environment...). Kotler considers consumerism as inevitable and creates business opportunities
(Kotler, 1972). The new consumer's needs and desires create an opportunity to adapt and create
new products. The diversity of the market generates new market shares and extra benefits.
Kotler (1972, p. 56) presents a classification of products according to the immediate satisfaction
and the long-run consumer welfare that bring the purchase. The product reformulation is a way

to face the societal concerns and to create products’ diversification and markets.

Table 11 Classification of new product opportunities

Immediate satisfaction

Low High
Long run consumer High Salutary products Desirable products
welfare Low Deficient products  Pleasing products

A second way to face consumerism is to adopt a concern-for-the-consumer attitude. Consumer
orientation improves the brand image and by extension profits. The societal marketing refers to
customer orientation, intending to generate satisfaction, and long-run welfare (El-Ansary,
1974). The social marketing is different from societal marketing. Social marketing is “the
design, implementation, and control of programs calculated to influence the acceptability of
social ideas and involving considerations of product planning, pricing, communications,
distribution, and marketing research” (Kotler & Zaltman, 1971, p. 10). Nevertheless, the
implementation of social concern through moral do not contribute to ethical marketing. Ethical
marketing must be responsible towards stakeholders. The literature of marketing and corporate
social responsibility is very dense, dealing with cause-related marketing, environmental
marketing, consumers’ responses, but also marketing managers' decision processes and ethical
responsibilities. Maignan and Ferell (2004) invite marketing researchers to expand the scope of

their studies toward various stakeholders, and not only customers and channel members.

Marketing literature investigates how social and societal concerns of firms marketing is related

to profits thanks to the intermediaries of internal and external stakeholders.
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The role of marketing in stakeholders relationships

From a marketing perception, corporate social responsibility should generate a positive
experience for stakeholders with customized and idiosyncratic programs. Relationship
marketing is closely related to the stakeholder theory. Quoted by Maignan and al (2005) and
adapted by Hinson and Kodua (2012), a model implement corporate social responsibility in
marketing. The first stage consists of the identification of the norms and values of the firm that
are likely to have implications in corporate social responsibility. The identification of the

stakeholders and their issues, values, and norms are the following key step.

“Organizations that embrace a stakeholder orientation need to generate
intelligence identifying stakeholders and understanding their needs.
Identifying corporate social responsibility issues and problems is the first step
in determining the stakeholder groups that have an interest in organizational
participation and solutions.” (Maignan et al., 2005, p. 968)

The author suggested that surveys are a key input for decisions in marketing to make a list of
all stakeholders, and a good estimate of their power, legitimacy, and urgency (Mitchell et al.,
1997).

“Conditions for collaboration exist when problems are so complex that
multiple stakeholders are required to resolve the issue and the weaknesses of
adversarial approaches are understood” (Maignan et al., 2005, p. 969)

The fourth step is dedicated to the establishment of partnerships with specific stakeholders to
enables the promotion of specific focus points, the contribution to brand image and lead to
financial success. In a fifth step, companies evaluate their practices before implementing real
corporate social responsibility initiatives. The improvement of business practice requires
efficient communication with the stakeholders to get relevant feedback and create a virtuous

circle for social and business performance.

Every agreement, collaboration, or even confrontation with a stakeholder can generate a new
marketing implication. Stakeholders together set up the application and the parameters of
corporate social responsibility. A universal definition is no longer necessary as it is formed by

the actors and change along with society, making the concept polymorphic (Isa, 2012).

Commitment and trust are cornerstones of relationship marketing and stakeholders.
Relationship marketing is defined as “all marketing activities directed toward establishing,
developing, and maintaining successful relational exchanges.” (R. M. Morgan & Hunt, 1994,
p. 22). According to the authors, these two dimensions favorize the cooperation between

partners in a long-term relationship and reduce the risk of acting opportunistically.

65



Figure 5. Model for CSR implementation (adapted from Maignan and Al (2005) and Hinson and Kodua (2012))
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Qualitative relationships with partners lead to the performance of the network. They develop
opportunities and make the market clearer and more transparent. The firm must establish good
relationships with the actors that may be the most beneficial for the company in terms of image,
negotiation, cost, and benefits. The marketing can enhance and highlight certain types of
partnerships and relationships, as highlighted above in the model of corporate social

responsibility.

The predominant theoretical paradigm in corporate social responsibility marketing is the
stakeholder approach. However, this theory is closely related, non-exhaustively, to the
institutional theory, resource-based view, resource-dependence-theory, legitimacy theory, and
information theory (Eteokleous et al., 2016). The firms have numerous tasks at hand to make
corporate social responsibility a success, such as cooperating with the best stakeholders,
delivering the appropriate message, managing the brand image, finding the most adapted

distribution channels, and sustaining the consumers’ awareness.

The product is a physical medium that can be communication support and deliver messages
social responsibility implication including labor practices, social welfare, animal rights, or
environmental concerns. Besides, the distribution channel can strengthen corporate social
responsibility implications with their own signals. The research on the distribution channels
highlighted the importance of sustainability in the global value chain and the competitiveness
on the market. The higher cost of these practices requires specific strategies, including a market
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segment that can support and absorb socially responsible products. The contrast between the
conventional global value chain and the sustainable global value chain lies in three concepts
(Cruz & Boehe, 2008) that mentor relationship marketing.

Table 12 Distinctive features of sustainable global value chains (Cruz & Boehe, 2008, p. 1203)

Conventional commodity global

Concept Sustainable global value chain

value

i-hierarchical chain governan .
Quasi-hierarchical chain governance Network-type chain governance
(power asymmetry) AN
. Certification agency sets and enforces
Bargaining Global buyers set parameters that
. parameters and thus creates power
power make other chain components (local
. symmetry between global buyers and local
producers) work according to these
producers

parameters

Differentiation is rare in commodity

business; if there is differentiation, Customer needs to be familiar with the
Differentiation then global buyers and retailers craft certification and believe in its integrity
strategy differentiation strategies through their ~ All chain components actively contribute

marketing, branding, and packaging to the differentiation

strategies

Awareness building regarding

common goals, ethics, or moral - .

g Awareness building addresses social and

standards are not necessary. In the - - -

Awareness o environmental issues. Each player is
1 3: absence of awareness building, . .

building responsible for sustainable awareness

relationships between chain players
tend to be governed by global buyers’
power

building in the entire global value chain

Marketing is a managerial asset to implement efficiently corporate social responsibility actions.
Customers are a peculiar stakeholder for marketers and numerous academic articles focus on
this specific stakeholder. The marketing literature suggests that the value created for consumers
is the first step to enhance the firm value, first from a consumer's perception but later from a

financial approach.

The creation of value for consumers

In the literature, the role of corporate social responsibility on firm performance is found either
positive, negative, or neutral. These impacts are either environmental, social, and economic.
Also, negative impacts can have a societal or cultural dimension. The consumers’ perception
of these negative impacts has two characteristics. First, the assessment of the sustainability of
a product depends on personal criteria. The attitude towards ethics varies between cultures and
sub-cultures, and socio-demographic characteristics must be evaluated. Second, they change
over time if the moral evaluation, including deontological and teleological judgment, changes
among a population. The valence of a moral assessment of product criteria can change

following the psychological and sociological changes.
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Corporate social responsibility is considered as a latent variable as it depends on several
attributes hardly observable and measurable (Jitmaneeroj, 2018). Related actions are beneficial
for the company if the consumers perceive them as altruistic and beneficial for society (Ellen
et al., 2006). The firms can enhance this perception with the use cause-related marketing
(CRM), defined as “the process of formulating and implementing marketing activities that are
characterized by contributing a specific amount to a designated non-profit effort that, in turn,
causes customers to engage in revenue-providing exchanges” (Brgnn & Vrioni, 2001, p. 214).
The literature states that if price and quality are equivalent, the consumers are more likely to
choose the product with cause-related marketing benefits. Social investment is perceived as a
competitive advantage that can increase the market shares of the firm. Cause-related marketing
in campaign message influences the attitude of the consumers, and the understanding of the
contribution of the firm to worthy causes promotes positive changes (Grau & Folse, 2007). It
also enhances the reputation and influences other economic actors. Nevertheless, the results of
studies about the effects of cause-related marketing are heterogeneous, some relationships have
been established. Cause-related marketing has a positive influence on consumers' perception of
the product (Green & Peloza, 2011), willingness-to-pay (Magistris et al., 2015), and their
purchase intention (Mohr & Webb, 2005).

“[...] when consumers are given information that they trust about a company’s

level of social responsibility, it affects how they evaluate the company and their

purchase intentions. Furthermore, a low price did not appear to compensate
for a low level of social responsibility. ”(Mohr & Webb, 2005, p. 142)

The information is important, and the marketing role is to deliver the right message at the right
moment. In that sense, the marketing of CSR is important because it generates value for
consumers.
“Emotional and social values appear to be somewhat ‘“expendable” with
consumers in a context of economic uncertainty, while corporate social

responsibility that provides functional value can become an even more salient
criterion for decision making.” (Green & Peloza, 2011, p. 52)
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Figure 6. A consumption value model of CSR effectiveness (Green & Peloza, 2011, p. 52)
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We should not omit the studies that found no significant or unclear relationships between
corporate social responsibility and consumer response (Boulstridge & Carrigan, 2000). The
positive impacts depend on how correctly the company developed and communicate about
social responsibility policy to stakeholders (Pivato et al., 2008). Stakeholders might be willing
to reward ethical actions by paying a price premium (Auger et al., 2008). This price premium
would be directly related to the revenue incomes of the company and is a lever to positive
financial results. The willingness-to-pay is a largely studied variable that is central in value
creation, especially in terms of market value. The price and the purchased quantity are two
indicators that are obvious in the linkage between marketing and financial outcomes. They are
perceived as the self-evident joints on the market that make a linkage between the two scientific
disciplines. The creation of value for consumers may generate financial value (Eteokleous et
al., 2016). These variables will be developed and discussed in the next chapter as a measurement

instrument for performance.

2.5.2 CSR and corporate financial results

As previously exposed, marketing establishes, maintains, and promotes corporate social
responsibility. The investment in corporate social responsibility programs, relationship
marketing, and cause-related marketing is made with the hope for corporate financial results.
The research on corporate social responsibility and corporate social performance relations are
notwithstanding heterogeneous and not convincing (Margolis & Walsh, 2003). A large number

of marketing factors may be mediating the relationship, such as consumer satisfaction, brand
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image, reputation, or marketing capability, customer loyalty, and willingness-to-pay (Peloza &
Shang, 2011; Yim et al., 2019). Cause-related marketing might be first perceived as a financial
burden as it implies investment and therefore risks, but the marketing competence in CSR (Bai
& Chang, 2015). Marketers might see the changes in society as the opportunity to develop new
markets, and financiers perceive the same social changes as pressure. All research in marketing
expects that market results turn into financial results. We express below the list the expected
financial results and the indicators to assess corporate social responsibility as financial

outcomes.

Corporate social performance and financial results

Research on the relation between corporate social responsibility and firm financial performance
generated mixed evidence. The most quoted reason for this uncertainty and heterogeneity is the
measurement problem. Despite the difficulty of assessment, corporate social responsibility has
been first measured with the satisfaction and the profit of shareholders (Murray & VVogel, 1997)
before academic research enlarges the scope of corporate social responsibility to other
stakeholder groups. Corporate social performance is often perceived as the mediating factor
between corporate social responsibility implementation and financial performance. Financial
performance can be assessed in many different ways, and the indicators vary in studies. The

choice of indicator may be relevant and accessible.

The measurement of the firm value has been largely used in the literature. The firm value is
empowered by good stakeholder relationships (Peloza & Shang, 2011). All corporate social
responsibility actions do not contribute to firm value. For example, environmental performance
is less correlated to firm value than charity. Nevertheless, even if weighted unequally, all
corporate social responsibility activities such as social, environmental, and corporate
governance performance should be included in firm valuation because their underestimation
may lead to mistakes in-stock selections (Jitmaneeroj, 2018). The influence of corporate social
responsibility on the cost of equity has also been investigated. The cost of equity is “the internal
rate of return (or discount rate) that the marker applies to a firm’s future cash flows to
determine its current market value. In other words, it is the required rate of return given the

market’s perception of a firm’s riskiness.” (El Ghoul et al., 2011, p. 2389).

A firm highly implicated in corporate social responsibility should have a lower cost of equity
capital than other firms. Another study found that this relationship works only if combined with

the protection of shareholders against expropriation by insiders (Breuer et al., 2018). Also, low
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corporate social responsibility firms show a reduced investor base and higher perceived risk on
the market. The corporate social responsibility activities lead to an improvement of the firm
value by lowering financing costs and increasing the value of the firm (El Ghoul et al., 2011).

Brand-equity is also improved by high corporate social performance. It is a stakeholder resource
of corporate social responsibility outcomes. “The findings that corporate social performance
contributes positively to brand equity suggest that by investing in corporate social
responsibility, managers not only can improve a brand image but also can successfully achieve
competitive differentiation and reap tangible returns in the form of brand equity.” (Deanna
Wang, 2010, p. 341). Also, in terms of indicators, the ROA and the stock market returns are
negatively affected by a decrease in corporate social responsibility (McGuire et al., 1988). The
measure of financial performance and the relevance of the different indicators will be developed

in the next chapter.

Corporate social responsibility and stakeholders influence on corporate financial results

A firm with low social responsibility encourages its stakeholders to doubt the ability to meet
the demand and may affect negatively the reputation of a firm. Moreover, it exposes the firms
to additional risk from lawsuits and fines, influence the firms’ strategy and affect the behavior
of the managers and the other persons interested in the financial results (McGuire et al., 1988).
Corporate social responsibility implementation contributes positively to risk management and
the maintenance of good relationships, and by extension to long-term profitability (Heal, 2005).
On the other hand, better collaboration with stakeholders could increase the bargaining power
of certain actors, such as channel members. In case of productivity shocks, the firms must
either reduce their corporate social responsibility goals and decrease the well-being of
stakeholders (e.g. firing workers, limiting their benefits, reducing donations to local
communities, the quality of environmental rules...) or change their target earnings and hurt

financial performance.

Corporate social responsibility implies a reduction of flexibility in responding to productive
shocks, and lead to a lower risk of conflicts with the stakeholders and decrease the predictability
of earnings (Becchetti et al., 2015). The corporate social responsibility implies a new resource-
allocation to adapt the firm to stakeholders, and flexibility in case of market-failure or market
changes. The pursue of corporate social responsibility implementation proceeds together with
the maximization of the short-term financial performance of the organization as it destroys
value (Jensen, 2002).
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3. The quality signs in corporate social responsibility practices

The industrialization of food production and distribution increased the complexity of the food
chain. Several stakeholders asked for improvement in the chain such as wage and work
conditions, animal welfare, sustainable resources use (overfishing, water use), health security
(antibiotics, pesticides), etc. The food industry is exposed to numerous criticisms and corporate
social responsibility is used as a response to consumers, non-governmental organizations, and
governmental authorities’ expectations. Corporate social responsibility is a staple in the agri-
food sector with specificities and specific challenges (1). The quality signs present several
dimensions of this CSR (2) and are a highly common tool to inform and communicate on the
market (3).

3.1 The corporate social responsibility in the food sector

The consumers’ preferences changed over intangible factors, from a hedonistic quality to moral
and ethical quality. Corporate social responsibility in the food sector is presented as a

summation of height dimensions perceived as interrelated from a consumer perception.

Figure 7. Dimensions in CSR food supply chain (Maloni & Brown, 2006, p. 38)
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For example, animal welfare is often associated with health and food security. Every dimension

presents advantages and limits.

The firms must benefit from the advantages and avoid the limits with operational solutions. The
goal of corporate social responsibility initiatives is to add value for consumers. It appears that
the firms may be affected if they do not implement corporate social responsibility actions. The
small and medium companies should be proactive to compete, and they must show strong social

and environmental aspects and coherence with stakeholders (Hartmann, 2011).
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Table 13. Advantages and limits of CSR dimensions in the supply chain (Maloni & Brown, 2006)

Term

Definition

Advantages

Limits

Animal welfare

Guided by the premise that
animals should not endure
unnecessary suffering, animal
welfare includes humane
approaches to handling,
housing, transport, and
slaughter.

For consumers, it is
related to food security
and health.

It responds to NGOs'
expectations.

Difficulties for
consumers to evaluate
animal welfare and to
make a relation with the
living animal and meat
consumption.

The “use of biological processes

to make useful products”

It can increase
production, improve

Consumers remain
apprehensive and

Biotechnology (Gosling, 1996), including DNA,  animal health, and bercetve biotechnology
. as risky and can boycott
GMO, cloning, etc. lower the costs.
brands.
Abr f activities th . o .
b Qad set of activities that Philanthropy activities The community does
provide support for the local . .
. . . can improve the brand not appear to be a major
Community community (educational . - .
support, job training, health image with cause- element of supply chain
’ ' related marketing. CSR.
care...)
. Logistic challenges,
Caring about the The consumers' 08 g
. . improve the cost of
. environmental issues (use of concerns led to the .
Environment - . . production, and
chemicals, water and soil growth of the organic .
. decrease yield
damages, forest destruction...) market. L.
maximization.
. . There are several
Fairtrade labeling is ere are severa
aining momentum and barriers to fair trade
Food retailers should support & product penetration in
. . is a tool to respond to
prices to the suppliers that , grocery sales
. . NGOs' requests. It also .
Fair Trade allow these suppliers to not : (promotion,
- may help alleviate
only avoid poverty but also o unawareness of
. - - public criticism of
sustain business longevity. ! . - . consumers, cost,...).
financial fairness with .
suppliers Fairtrade may not be
profitable.
Concerns about human and Traceability helps with Require coordination
Health and . . o . . - .
Safety animal disease, nutritional control and information  with stakeholders in the
value, delivery. supply chain,
Wage increases do not
.. . have much impact on
Concerns labor conditions in rice in the a parel
Labor and the supply chain such as Social and ethical P pp
Human Rights dangerousness, low wages improvement industry but also
. ' ' ’ advised that even if the
precarity... R .
price is raised, supplier
labor may not benefit.
Transgression and impropriety
in the procurement process Fairness and . .
-, . . . The operationalization
Procurement (favoritism, bribery, gifts, transparency with . . .
is complex in practice.
obscure contract terms, and stakeholders.

rebidding past deadline,...).

3.2 The characteristic of quality signs

Withing the literature questioning the social well-being benefits, Gray and al (1995) identified
two main approaches in accounting activities, where corporate social responsibility is either an
addendum to the main activity or the heart of the firm. Davis (1973, p. 321) wrote: “The
question is: shall business assume a much more significant role, or shall it not?”. The quality

signs are numerous and they do not respond to the same criteria. They have been segmented
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into categories, such as certification, labels, or mark (1). Quality signs are mostly based on a
joint and voluntary approach coming from producers or a group of producers (2). Strict
production conditions can be approved by the State, and regularly checked by independent
bodies approved by the State (3). These characteristics are used together in order to generate

positive outcomes on the market (4).

3.2.1 The diversity of quality signs

For decades, the social, environmental, and health security signs bloomed on the agri-food
market. The eco-label index® catalogs 464 ecolabels, spread on 199 countries within 25 industry
sectors. The website does not have an exhaustive list, so the real number of ecolabels worldwide
must be even higher. But among what is called on the website “ecolabel”, some are private
certifications, and others are official quality signs that we call in this thesis “labels”. The large
majority of these labels are made for food production. Their success depends on the value they
create for consumers and how they influence their behavior.

The certification may be defined as “a process whereby an unobservable quality level of a
product is made known to the consumer through some labeling system, usually issued by a third
independent party.” (Auriol & Schilizzi, 2015b, p. 106). The Larousse dictionary defines the
term label as “a label or special brand created by a professional union and affixed on a product
for sales, to certify the origin, to guarantee the quality and the conformity with specifications.
The public law of the United States defines marks as “used upon or in connection with the
products or services of one or more persons other than the owner of the mark to certify regional
or other origins, material, mode of manufacture, quality, accuracy, or other that the work or
labor of the goods or services was performed by members of a union or other organization”

(Taylor, 1958).

The quality signs are named collective brand by the national institute for intellectual property’
(INPI). It is defined as “a sign that guarantees a specific quality to consumers. It aims to be
used by independent persons. It respects a settlement of use that has been established by the

collective brand owner, which is provided at the creation of the brand®. This definition does

5 Ecolabelindex.com

& Definition from the online Larousse dictionary - http://www.larousse.fr/dictionnaires/francais/label/45761 - view
26.03.2018

7 https:/fwww.inpi.fr/fr

8 https://www.inpi.fr/fr/comprendre-la-propriete-intellectuelle/la-marque/les-cas-particuliers-de-la
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not explicitly mention the control of the quality in the chain. To clarify the terms, the national
institute for intellectual property distinguished two different collective brands: the simple
collective brand, as defined above, and the certification collective brand. The certification
collective brand implies the mandatory control from an impartial third-party, that ensure the
compliance with certifications’ specifications. Then, official quality-signs are certification
collective brands. They are defined as “a sign for the identification of a set of quality criteria
corresponding to a specification brief and controlled by an independent organization that has
been approved by the public authorities” (Larceneux, 2003, p. 35). In the case of official labels,
a design brief gives a list of technical criteria, and the conformance of farmers or firms to these
specifications ensure the quality. There are three official signs to indicate the origins or the
traditional recipes for agri-food products, and two signs to ensure a superior credence quality
is not related to origins. The organic label is a guarantee of respect for the environment, and the
Label Rouge is a guarantee of superior technical quality. If the firms respect the chart of one
(or several) official quality signs, they gain the right to use the related logo. The logo is affixed
to the packaging or to the accompanying document to inform the consumers and deliver a
homogeneous message to the market, national or European. Public policies are often requested
to influence the organic food sector. Policies are perceived as support to justify price
differences, and a great influence on stakeholders for a corporate social responsibility
implementation, to improve the sustainability challenge (Aschemann-Witzel & Zielke, 2017).

3.2.2 A joint and voluntary approach

Food security policy is a matter of public health. Public authorities developed official quality
signs to identify the quality and the origin of the products and respond to social expectations.
The official quality signs are based on the principle of the joint and voluntary approach,
following the liberal corporate social responsibility. It is made to meet social expectations
without constraining the business actors and affecting their economic growth. They support the
advantages of social responsibility and avoid the disadvantages that are perceived by the liberal
economy. This perception of optional constraints for corporate social responsibility empowers
firms’ decisions above state regulations and satisfies the independence of business and liberty

of action.

The official quality signs answer the double constraints of firms by meeting social and
environmental requirements and aiming for an economical enhancement. The

institutionalization of environmental and social norms combine economical rationality with
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environmental and social considerations (Griethuysen, 2009). Official quality signs respond to
the external pressure of the firms. An important area of study is the role of new institutions and
government/policy interventions of price spreads and marketing margins creation (Wohlgenant,
2001).

3.2.3 Strict production and regular checks by independent bodies approved by the State

Official quality signs are an integral part of the process to respond to social demand (Davis,
1973). They emerge from the executive to respond to new stakes and aim to modify the behavior
on the market by changing the perception of performance (including environmental and social
performance). Then, these regulations become resources for companies to inform the
stakeholders about their practices and they modify procedures and strategies to implement the
new market expectations. The official quality signs are signaling an environmental or social

performance that is not perceived on the market.

Official quality signs is a peculiar source of information for the consumers because it is free,
available directly at the point-of-purchase and is easy to analyze thanks to the notoriety
(Larceneux, 2003).

It is also contenting the necessity of “trust” into a label, with a legal and controlling third party
(authorized agency for food label delivering) (Hartmann, 2011). The official quality signs are
controlled by an assumed disinterested third party. This is the sine qua non condition for
credible information about the social responsibility of companies (Green & Peloza, 2011). The

global objective goal is to secure and facilitate the transactions between the buyer and the seller.

The trust into official quality signs is related to the trust in the public authority. The issuing
authority for those quality sign is an important actor. The official quality signs are collective
trademarks with public goods characteristics, as they signal the positive externalities promoted
by the European communities or national collectivity, they are non-exclusive and have a non-
rivalrous character (Sylvander et al., 2007). These characteristics must be associated with the
legitimacy of public policies and the credibility of the certification system contribute to the

notoriety and the public image of official quality signs.

3.2.4 The expected results

Official quality signs respond to socio-cultural norms and public expectations. The
globalization and the industrializing production, along with the unique objective of making a
profit, generated practices that have been described as unacceptable by some communities
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(Bouslah et al., 2013). The environmental and social concerns of consumers guide new
challenge for firms that can be faced with official quality signs, in recognition of new matters
and the pursuit of multiple goals rather than just profit (Davis, 1973).

Official quality signs signals long-run welfare, either for consumer welfare (organic label for
health) or social welfare (organic label for the environment or Label Rouge for the social
welfare). Official quality signs help to reach the objectives of public health or ecological goals
(Larceneux et al., 2012). The perception of the official quality signs by consumers changes the
expectation of immediate satisfaction through consumer believes. For example, Label Rouge
products are perceived as tastier and become desirable products. A better perception of the
product is an advantage for business and a tool for long-run self-interest. Official quality signs
contribute to the stakeholders’ interests, support the marketing relationship with partners, and
enhance the viability of the business. The expected consequence of the use of official quality

signs are financial results and a strengthened business.
3.3 The quality signs in the relationship marketing

The quality sign changes the stakeholders’ relationships in several ways by delivering
information. The additional message in the market brings about more transparency concerning
the firm's organization and/or production process. Transparency is a good asset to trust in
relationships and generate a better relationship. Moreover, the increase in clients' demand due
to the growth of sustainable products empower the bargaining power of certified suppliers. A
balanced negotiation depends on the bargaining power of both parties. The rate of return
obtained by the suppliers decreases when the bargaining power of the buyer increases (Ailawadi
et al., 1995). The sustainable value chain empowers the actors along the value chain, end divide
profits along the chain, creating power symmetry between parties (Cruz & Boehe, 2008). In a
sustainable global chain, all the actors along the chain contribute to product differentiation and
enhance the perception of the certifications. The coherence in corporate social responsibility
practices empowers the credibility of certifications. The quality sign alone is not systematically
powerful but gains effectiveness with the use of homogeneous stakeholder orientation. We
believe that the certification in keeping with the chain and the responsibility of sustainability
enhance the awareness building and promote together values, morals, and ethics (Cruz &
Boehe, 2008). Official quality signs support relationship marketing and respond to the issue of
information asymmetry that can jeopardize the market, especially in the agri-food industry.
Nevertheless, non- or less-processed products are not favorable to differentiation. We question

the use of official quality signs for these markets.
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Conclusion of section 1

Definitions and applications of corporate social responsibility evolved over the centuries and
became a hot topic with the liberalization of trade and industrialization. The scope of corporate
social responsibility has been largely discussed and there is no consensus concerning the limits
of the responsibility. Corporate social responsibility is nowadays implemented in the liberal
economy with a voluntary approach. It is an optional opportunity for firms. In this context,
firms perceive corporate social responsibility either as uniquely economical or as a fully-
fledged social and environmental actor. In the latest case, firms have a responsibility toward
direct stakeholders (employees, customers, suppliers...) and indirect stakeholders (society,
associations...). They must develop a good relationship and collaborate to improve social and
environmental performance. On the contrary to the liberal perception of business with the
unique consideration of shareholders' and firm value, corporate social responsibility changes
relationships and rebalances the bargaining power among stakeholders. Marketing plays a role
in corporate social responsibility implementation by managing stakeholders’ relationships and
the objective of value creation with direct stakeholders (with a focus on consumers) and indirect
stakeholders (relationship and communication). Financial results are expected from marketing

actions and strategies.

A high social responsibility is more likely to meet the demand, and affect the reputation of a
firm, but the assessment of social performance is tricky. The corporate social performance can
be assessed with several methods. We retain the 3C-SR method because it combines three
aspects of the responsibility of the firm: the degree of commitment in social responsibility, the
coherence in the choice of partnership, and the consistency along time in terms of decision
making. Altogether, these aspects give a global consistency to the message sent on the market
and influence the performance. The firm must use its resources correctly to reach non-financial
goals and respond to social expectations. The use of quality signs is implemented to achieve
and show the responsible actions of the firms. They deliver information in the market to increase
social and environmental value. Quality signs send messages in the market to increase
transparency and improve relationship marketing. Signaling corporate social responsibility
actions is essential to give stakeholders the capacity to assess the degree of firm social
performance. Signaling responsible actions is highly important in agri-food markets because
the liberal economy drags agriculture in industrial practices. Social, environmental and health
security concerns emerged from part of consumers who asked for more transparency and moral
obligations into the food sector.
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Section 2. Information and corporate social responsibility

Economic academicians agree that information is a valuable resource (Stigler, 1961). Plenty of
information is directly available at purchase, such as prices, quality, and products’ features, but
it is common to find an informational gap between the seller and the buyer on the market
(Spence, 1974). Each economic actor has a certain amount of information, and information on
the market modifies the behavior of economic actors (Urbany, 1986). The lack of information
can be risky, and knowledge is a strength (Greenwald & Stiglitz, 1990), and may threaten the
CSR implementation.

This section explains the necessity of labeling the products, especially in the agri-food sector.
To understand the use of labels on the markets, it is firstly important to examine existing
theories (1), and more specifically the informational asymmetry theory which highlights the
constraints that may arise on the market, and the signaling theory which offers a solution to
curb the lack of information. Quality is a large and important concept for stakeholders (2).
Creating good relationships with stakeholders depend on the similitude between expected
quality and experienced or technical quality. The specificity of the agri-food sector and the
quality signs are exposed to give a better overview of the challenge faced by agri-food

industries.
1. Addressing information asymmetry

The role of information on the market has been largely studied by academicians, especially
economics. Information asymmetry has been observed on the market since the origin of trade
and is discussed from a moral perception (1). The market must support the risks of defects.
Economists theorized the information in the market and identified the related economical risks
(2). Sending signals in the market about the product quality appears as a solution for more
transparency, trust, and partnerships (3). Nevertheless, we call into question the systematic
advantage of more information in the market and discuss potential negative outcomes (4).

1.1 Information and quality

According to theologists, Saint Thomas d’ Aquin started to discuss the quality as a key term of
trade with a moral perception. The author base the trade on reciprocity and fair price, and
consider that price must reflect the intrinsic value of a product. If the price is superior to the
value, it is unfair and illegal. The assessment of product value is made with information about

the product. Any default concerning the product quality must be expressed. Saint Thoms
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d’Aquin identified three types of fraud that affect the product quality: a process that affects the
quality, distortion of quantity measurement, and an over-estimation of the real product quality
(Lupton, 2009; A. E. Monroe, 2014, p. 56,57).

The defaults which can be noticed by the consumers are not the responsibility of the seller. But
if the information about the default is hidden, the seller must indicate the product’s defects.
Nevertheless, it is undeniable that the claim of a defect at least decrease the value, and can block
the sale. Until the twentieth century, the asymmetry of information concerning product quality
is discussed as a fraud in the business. Nevertheless, this perception denies the complexity of
evaluating value. This complexity leads to a risk for both clients and sellers. In the twentieth
century, the economists approach the theory of information from another angle and consider
that the market can also hide a superior quality.

1.2 The information economics

During a transaction, information economics assumes that each party has information. Some
pieces of information are shared and well-known, and others are exclusives. The disparity of
information influences the terms of the transaction and reveals an asymmetry. This asymmetry
appears in several marketplaces between various dyads, such as the employer and the employee,
the insurance and the policyholder, and on the goods and services market between the seller
and the buyer (Kirmani & Rao, 2000). This informational issue concerning the uncertainty
about the quality of a good or service interested the economists from the seventies. Most of the
assumption is based on the fact that consumers know less than buyers about the product and the
firm (Spence, 1974). Indeed, consumers may suffer from information scarcity about the
product. Moreover, the complexity of the product increases the information failure and
exacerbate the difficulty of comparing products. The consumer can be considered as the actor
with the least information because the seller knows its products and selects the information
given (Akdeniz et al., 2014).

The transactions on the market depend on the available information for both consumers and
sellers. It affects the behavior of the actors, and it can even lead to the cessation of transactions
(Akerlof, 1970; Starbird, 2005). The economic theory of imperfect information has been largely
explored since the seventies’. Information about the quality is more difficult to obtain and to
compare than information about prices (Nelson, 1970). Three concerns emerged from this

literature of principal-agent, which is the source of the asymmetry information approach.

80



e The asymmetry of information can lead to moral hazard. It occurs when the agent has
more information than the principal, and that the agent can have an incentive to use this
asymmetry, and exploit the other party. It arises when a product has a higher quality
compared to competitors, and this superior quality implies extra expenses but the buyer

is unable to assess the quality of this product or service (Starbird, 2005).

e The adverse selection depends on information asymmetry and the incapacity of buyers
to assess the quality. The producers offering low-quality can disadvantage high-quality
producers if the consumers are not able to differentiate the quality before and sometimes
after purchase. The producers should be able to give information about the quality. The
firms develop or use signals that they sent on the market to indicate specificities about
their product (Akerlof, 1970). The principal-agent theory is directly linked to the use of
quality signals, through the signaling theory (Milgrom & Roberts, 1986).

e The asymmetric information brings confusion in consumers’ minds. The inability to
assess and compare the quality of similar products is compensated with signals that
deliver information. The signaling theory emerged from the study of the information
asymmetry (Spence, 1974).

1.3 The signaling theory

This theory conceptualize information asymmetry and aims to give information to curb the lack
of knowledge of consumers (Basoglu & Hess, 2014). It identifies the cost and the benefits
emerging from revealing information to the consumers (Milgrom & Roberts, 1986). Signals are
“informational cues sent out by one party to another in order to influence desired
outcomes. ”(Taj, 2016, p. 339). Consumers are continually making choices among products,
and the information disparity makes it even more difficult (Nelson, 1970). This lack of
information is compensated by signals that indicate some characteristics, rebalance the
information between the parties, and may fulfill the consumers’ demand. The signaler helps the
receiver developing a different perception of the product, the organization, the brand, or the
person, and influence consumer behavior (C. Shapiro, 1983). In economics terms, the quality
is part of the demand function and additional information can modify this function (Akerlof,
1970). The signal involved mostly sellers and buyers, but it can reach a large number of

stakeholders.

According to Kirmani and Rao (2000, p. 72), four conditions are identified to ensure the success
of the quality signal.
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» Pre-purchase information sending is a worthwhile action only if the quality is

unobservable before purchase.

» Quality signals might have limited effects when it is hardly possible to establish quality

after purchase.

» The payoff transparency, which means that the buyers should be able to evaluate the

cost of the information.

» The bond vulnerability should be clear for consumers, especially concerning revenue-

risky signals which rely on repeat-purchase.

Firms can use various mediums to send information. Brand name and brand equity are quality
signals that are a source of information for consumers that indicates the products’ attributes
(Erdem & Swait, 1998; Rao et al., 1999). The price is another signal on the market (Milgrom
& Roberts, 1986) that consumers can expect rationally and successfully as an indicator of
quality (Klein & Leffler, 1981) as price should reflect the value of a product. The packaging is
considered by Zeithalm (1988) as an intrinsic signal (shape, color...), and information on the
packaging (the brand name, price, logo...) is considered as extrinsic signals. Other signals can
be gathered by consumers to compile information such as the share of shelf space, the warranty,
or the word-of-mouth (Kirmani & Rao, 2000; Milgrom & Roberts, 1986; Tellis & Wernerfelt,
1987). Kirmani and Rao (2000) established a typology which classifies the marketing signals
in two main groups: the default-contingent signals and the default-independent signals.

The default-contingent signals do not imply systematic expenditure, but can generate a loss if
the quality claimed does not meet consumers’ expectations. Within this category, the signals
are classified into two sub-groups: revenue-risky or cost-risky. The revenue-risky signals
compromise future sales, such as a high increase in price for example. The cost-risky signals
imply an eventual extra cost for the firm after the sale, such as warranties or money-back

guarantees (Boulding & Kirmani, 1993).

The default-independent signals involve a systematic expenditure that can be either sale-
contingent or sale-dependant. The sale-contingent signal category gathers the short-term sales
promotion either by low introductory price, special slotting allowance, or coupons. The private
expenditure occurs during the sales transactions and is an immediate revenue loss per product.
The sale-independent gathers the signal that requires investment such as advertising, brand

name, and reputation. These investments have a fixed monetary loss, and the repeat purchase
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is determinant to ensure profitability. Such quality signals are publicly visible but the buyer

does not receive direct utility and does not pay less the product.

Two limitations of the signaling theory are addressed by Kirmani and Rao (2000). First, the
theory assumes perfect consumers’ knowledge concerning firms’ cost and payoff. This suggests
perfect transparency, whereas even firms do not know exactly their costs. The second limitation
is the limit of the signal effect. The signal might be useless if the information is not perceived
as worthful. Firms must evaluate the true stakes of the risk before investing in quality signals.
In other words, the buyers must know that the expressed quality is lowering a well-known risk,

and that quality is costly for the seller.
1.4 All information reduces asymmetry?

The theory considered information on the market as a benefit. Nevertheless, the excess of
information can generate negative outcomes. Numerous signals might highlight a lack of
efficiency in the information system (Bismuth et al., 2018). Moreover, information must be
credible and reliable to generate positive externalities. The quantity of information is less
effective than quality information. We suggest that information increases their quality if they
are not too numerous and coherent with each other. Related to the 3C-SR approach, a quality
signal must be in a socially responsible environment that suits the delivered information. A
weakness in ethical and social commitment, connections with partners in the value network, or
consistency of behavior will decrease the efficiency of corporate social responsibility action
implementation. If the commitment is contradictory or unexistent, the firm risks a narrower
profit. A lack of connections decreases operational efficiency, while a weak consistency in the
long term would affect the management system and the assurance standards (Meehan et al.,
2006).

We also suggest that information can increase the asymmetry in the market by hiding the quality

of other actors that are not able to send the proper signal.
2. Information in agribusiness

Food products are directly related to consumers’ health, as well as culture, morals, and symbols.
The peculiar perceived risks and value of agri-food, either personal or cultural, is the basis of
the development of quality signs. Quality information is a stake for food products (1), especially
for agribusiness which presents special issues (2). The quality signs have been developed to

send a message on the market and face the consumers’ lack of information (3).
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2.1 The stake of quality

The quality is a multifaceted concept that can be approached from several perspectives to
conduct relevant studies. It is necessary to define the concepts of quality and to identify the
related risks and opportunities. Quality occurs all along the chain of production, from producers
to customers. It states in the heart of the business, and have externalities on customers, firms,
and states. A large number of researches in the academic field reflect the importance of quality
as “Firms compete on quality, customers search for quality, and markets are transformed by
quality.” (Golder et al., 2012, p. 1). The quality can either concern the product or the firm. For
instance, the ISO norms generate several sets of requirements and recommendations about
several management aspects of the firms such as environment or quality management. In this
thesis, we focus on product quality. The product quality is studied at three stages: production,
experience, and evaluation of the offering. These stages help to measure several aspects of

product attributes’ performance (Golder et al., 2012).

Objective quality depends on specific criteria or components. At a product level, the quality can
be tackle according to nature and the features of a good or service and is called objective quality
(Zeithaml, 1988). According to Afnor, “a quality product or service is a product including
characteristics which meet the implicit or explicit needs of the consumers”. This definition
confronts the quality against the consumers’ evaluation. In marketing, true quality is sometimes
considered non-existent because it is directly related to somebody’s perception and expectations
(Zeithaml, 1988). The marketing literature has largely explored the quality from the perception

of the consumers.

The perceived quality is defined as “the consumer’s judgment about a product’s overall
excellence or superiority” (Zeithaml, 1988). It is essential to distinguish the objective attributes
and the consumers’ perception of these attributes. The perception gives value to attributes and
affects the behavior (Howard, 1977). Consumers’ perception is directly linked to the available
information (Nelson, 1970). Numerous articles compare it to prior-consumption expectations
and post-consumption satisfaction (L. Sirieix & Dubois, 1999). Information about the quality
can be collected by several sources and signals, at different stages of the product research. The
search quality lies in the information collected by the potential customer before purchase,

whereas the quality by experience is verified after the purchase.

Darby and Karni (1973) defined the credence quality, which concerns criteria that cannot be

ascertained by the consumer, neither before nor after consumption (Darby & Karni, 1973,;
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Nelson, 1970). Two credence qualities can be distinguished. The consumer-credence gathers
all the advantages that have a direct impact on the consumer, such as health attributes. Society-
credence is linked to quality such as social-quality, fairness, or environmental quality
(Larceneux, 2003). As an illustration, the search quality of an apple corresponds to the color,
the variety, and the size. The experience quality would mainly depend on the taste. Finally, the
credence quality is linked to the environmental footprint, health, and safety-related to eventually
used chemicals and the nutritional composition (Auriol & Schilizzi, 2015a). The credence
attribute can be easily checked by the third party such as the nutrition attribute. The third-party
might be an institution, a lab, or an audit company. If disinterested, this party may be a source
of credible information, and ensure the responsibility of a company (Mohr & Webb, 2005). The
role of third-party ties up the necessity of control of corporate social responsibility. Another
category of attributes emerged in the literature: the Potemkin attribute. It concerns “process-
oriented qualities, which are hidden for third parties as well as for customers at the end product

level” such as animal welfare or fair trade (Achilleas & Anastasios, 2008, p. 831).

To summarize, product quality can be perceived either in terms of technical quality, experience
quality of perceived quality. Golder, Mitra, and Moormon (2012, p. 2) define quality as a “set
of three distinct states of an offering’s attributes’ relative performance generated while
producing, experiencing, and evaluating the offering.”. All the quality types are related. The
perceived quality of a product can be associated with its technical attributes but also to the
social quality, environmental quality, or nutritional quality for instance. The quality is perceived
by the consumers, thanks to information both before and after consumption. The customers

compare the attributes performance to their ideal” expectations (Golder et al., 2012, p. 6).
2.2 The special issue of agribusiness

Agribusiness is related to a set of criteria that makes the market very specific. Agri-food is
related to several dimensions of the consumers’ concerns, such as health risks and cultural
habits (1). The risks and economical stakes are threatening society. Agriculture is a central
matter for politics. They intervein in the agri-food markets to regulate the economy and

diminish the associated risks (2).
2.2.1 Specificities

Food products present heterogeneity of the living matter and a non-durable aspect, in other

words, there are perishable. The risk is related to health and food safety. It generates fears for

consumers, and sales can be affected (Apfelbaum, 1998). Scandals in the agri-food sector are
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serious matters for consumers that may change their behavior and disrupt the market. The sadly
familiar scandals are mostly about health, like avian influenza, but the market can also suffer
from moral or cultural scandals like the horse meat lasagna scandal.

Several characteristics make the agri-food market fragile and heterogeneous. First, food
purchase and consumption are inherently hedonistic. The essential criterion for consumption is
taste (Larceneux & Renaudin, 2016). The preferences of consumers are diverse and may change
from one consumer to another, and from one culture to another. Personal and societal factors
affect the taste. Beyond the appreciation of the flavor, other dimensions are significantly
shaping the food market. Sociologists and psychologists discussed the relations of population
and food consumption. The psychological dimension as well as the cultural dimension (Philippe
Aurier et al., 2012) encompass bodiless values and play a role in social relations. For instance,
personal values, trust, identities, and motivations drive the behaviors (Hansen et al., 2018). For
the last decades, the agri-food market had to adapt its products to changing moral values and to
new considerations from the audience, such as sustainability and animal welfare (Botonaki et
al., 2006; B. Clark et al., 2017; Keeling, 2005; Pieniak et al., 2013). Food security is another
central concern for consumers. The increase of agri-food products trade offers a wider choice
to consumers such as exotic products. But these exchanges developed the need for regulation
to curb asymmetry about safety (Curzi & Pacca, 2015) and generated food scandals (Zingg &
Siegrist, 2012). The consumers paid more attention to the health and nutritious values of food
products (Curzi & Pacca, 2015), and they required information. Health security is specifically
important because food consumption is directly linked to a physical impact. This concern is
even more crucial for some products that show a particular freshness attribute, like fish and
aquaculture products. “People are not food secure until they feel that they are food secure, and
they do not feel secure when market prices for staple foods are highly unstable.” (Timmer,
2012, p. 12315). The demand of customers for a set of information related to freshness, potential
health, safety risks, and production process is comprehensible and can be useful for the
consumers (Pieniak et al., 2013).

On the food market, the price is an important quality signal but it can generate an unexpected
effect. The price, as in-store information, influences the perceived quality with the assumption
of “you get what you paid for”. The positive relation between price and perceived quality has
been confirmed in the literature and lower prices are not necessarily a good signal for

consumers. But the heterogeneity of the results depends on several product characteristics (vice
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or virtue food perception, perceived health risks...), consumers’ information (fairness in trade),

and consumers’ criteria (justice sensitivity, environment concerns, wage...).

Numerous research papers identified and analyzed a multitude of factors that influence
consumers, but the heterogeneity of agri-food products make impossible the generalization of
the results. Marketing science includes psychological and sociological analyses, referring to
symbols, identity, and physical outcomes. The signaling theory benefits consumers’ research
with an approach to consumer behavior prediction. Firms and researchers aim to understand
“how consumers will respond to firms’ actions under a set of market conditions, hence, the
approach is “market-focused”. This market-focused, game-theoretic perspective leads to
propositions about how consumers respond to firms' actions, such as warranties and

advertising expenditures.” (Boulding & Kirmani, 1993, p. 121).

From an economic perspective, agri-food products are mostly tackled according to a
quantitative approach, relying almost exclusively on economic analyses and volumes. If rarer,
a qualitative approach can be conducted (natural resources concept, environmental impact,

variety of landscapes) (Le Roy, 2008).

2.2.2 A politic matter

Food safety and availability is a public concern. In 2018, the French national assembly had a
focus on the Common Agricultural Policy (CAP) and the new national challenge for the agri-
food sector. A European report expresses the need for more transparency about agri-food
products by offering more information to the consumers about the production methods, the
know-how in production and transformation and the regional specificities (N° 1017 - Rapport
d’information de MM. Alexandre Freschi et André Chassaigne déposé par la commission des
affaires européennes sur une agriculture durable pour [’Union européenne - XVe legislature -
Assemblée nationale, s. d., p. 65). The report claim that the Common Agricultural Policy must
promote the economical, social and environmental sustainability, and rely on the official quality
signs to upgrade the food quality in the European Union (N° 1017 - Rapport d’information de
MM. Alexandre Freschi et André Chassaigne déposé par la commission des affaires
européennes sur une agriculture durable pour [’Union européenne - XVe législature -
Assemblée nationale, s. d., p. 167). The 23d august of 2019, the ministry of agriculture

published an article about the valorization of the agri-food products with quality signs.
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2.3 The quality signs as quality signals

Firms use quality signals to deliver information about the product, its production process, or
the related experience. Firms must not fraud, and consumers have the responsibility of seeking
information and make choices. Quality-sensitive buyers can be suspicious and may not believe
the true unobservable quality (Kirmani & Rao, 2000). Quality signs play the role of guarantee
with the quality charter, the certification agency, and the control. Numerous quality signs are
on the market and all are aimed to send a strong signal about the firm “good” practice.

Based on the typology of Kirmani and Rao (2000), the quality signs are sale-independent
default-contingent signals, as they generate a fixed monetary loss independently of the firm
defaults. The quality signs belong to the same category as advertising and brand name, and can
be qualified as a special brand that is used but not created by the firms, and acts as a that
“security-brand” (Larceneux, 2003). Quality signs are closed to umbrella branding, “in which
the same brand is used for a number of products, serves as a signal of the new product’s
quality.” (Erdem & Swait, 1998, p. 134). Umbrella branding creates a parent branding effect,
and by extension risk of a negative knock-on effect on all the branded products. Montgomery
and Wernerfelt (1992) showed that the risk-reducing effect of umbrella branding is stronger

when the product is expensive. That shows the interdependency of quality signals.

Quality signs are a publicly visible expenditure before sales that run on a long-time period, and
for which the buyers do not receive direct utility. According to the information economics
perspective, they contain information about quality that may respond to consumers’ research.
The quality signs must show several product characteristics, either technical or experiential.
The unobservable quality must be verified or trust by the consumers, otherwise the sellers might
suffer from the lack of repeat purchase or informed consumers that may spread the word (Erdem
& Swait, 1998). Quality signs are an aid for freedom of choice and help to reach objectives such

as public health, social fairness, or ecological goals (Larceneux et al., 2012).

Quality signs improve the reputation, credibility, and image of the product, the brand, or the
firm. The reputation has been defined by Gotsi and Wilson (2001) in that terms “A corporate
reputation is a stakeholder's overall evaluation of a company over time. This evaluation is
based on the stakeholder's direct experiences with the company, any other form of
communication and symbolism that provides information about the firm's actions and/or a
comparison with the actions of other leading rivals.” Reputation consists of additional

information that may distinct the firm from its competitors, and reduce the cost of gathering
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information for the consumers (Landon & Smith, 1997). A good reputation ensures product
quality and commands a price premium (C. Shapiro, 1983). Quality signs build a collective
reputation. The individual and collective reputation influence each other (Tirole, 1996) and
have the same positive influence on price (Landon & Smith, 1997). If a signal falsely claims
high quality, the firm runs the risk of losing reputation, which would affect the market

performance of the product with a decrease of repeat purchase or willingness-to-pay.

Quality signs also influence positively the confidence of consumers. The confidence can be
defined as a “psychological state, likened to a security feeling, expressed consciously or not
toward a partner (person, brand, company) in a situation of trade, despite the potential risk
which can arise” (Amine, 1999). Official quality signs emerged from consumers’ demand and
public authorities’ actions and rules (Auriol & Schilizzi, 2015b). The confidence towards
quality signs is closely related to an independent third-party, the charter, and the quality control
system (Benghozi & Paris, 2003). A firm self-assessment has lower perceived credibility
(Bouslah et al., 2013). Erdem and Swait wrote that “credibility is the key element in the
signaling perspective” (1998, p. 152). Official quality signs empower the credibility of the firm
or the brand by delivering information about credence and technical quality. The confidence of
consumers generated a large number of studies, research models, definitions and approaches.
The confidence is often studied with other marketing variables such as loyalty, satisfaction,
perceived quality and value of a product. The marketing literature evaluated the influence of
trust and skepticism about labels on consumers’ behavior (Pivato et al., 2008; Lucie Sirieix et
al., 2013). Several correlational studies have confirmed the positive influence of quality signs

on perceived quality (Larceneux et al., 2012; Roe et al., 1999; Zeithaml, 1988).
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Conclusion of section 2

Actors in the market do not share the same type and amount of information about the product
and the related features and quality attributes. Information is valuable to avoid fraud, increase
market transparency, decrease the risks, and improves relationships. In history, scarcity of
information was mainly addressed with religious dogma and morals. The seller must signal the
defects of their goods and not lie about the quality. In the twentieth century, economists pointed
out that information asymmetry is not only due to hidden information about defects, but also
information about unassessable superior quality. Credence or experience quality cannot be
assessed by the buyer before or after purchase and may lead to adverse selection. Information
about production practices, attributes, or know-how, must be available to signal excellence and
superiority of their product. Customers gather technical, social, cultural, and environmental
information to evaluate and compare available products and make a purchase decision.
Marketing research focuses on perceived quality measurement, because it generates value,
either as a direct financial outcome or in terms of intangible value such as reputation, trust, and

customer satisfaction.

Agri-food products have a direct influence on health and are culturally loaded with support to
tradition, morals, and value. The scandals about health security (mad cow disease),
disinformation about product content (baby milk contamination), and cultural unacceptance
(horse meat lasagna) increased the perceived risks. Information is an important stake in the
market and shapes the market dynamic. The use of quality signs is common and acts as a

guarantee to consumers, especially for credence attributes.

Food safety is a matter of public health. The European commission as well as the French
government and national assembly take care of the food system and implement tools to improve
market information and support high-quality food. They manage a set of official quality signs
to signal either traditional production process or social and environmental quality, including
Label Rouge and organic label. The official quality signs reflect the commitment of firms to
ethical standards and social objectives. They act as an optional security brand that helps firms

to acquire intangible value by delivering easy-to-gather information.
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CONCLUSION OF CHAPTER 1

In this chapter, we present the theoretical reference framework that defines the research topic
and explain the dynamic relationship between social and environmental concerns, the market,
and the public authority. The theoretical concept which has been selected is corporate social
responsibility. It is used in marketing, finance, and the economic research domain to explain

social aspiration, market actions, financial outcomes, and public policy concerns.

The first section is dedicated to the theory of corporate social responsibility over time. The
dense literature highlights several debates and contradictory perceptions of corporate social
responsibility, its implication, and its measurement. As stakeholders’ relationship and firms’
coherence in terms of practice are important, we selected the 3C-SR model as a basis. The
model includes three dimensions that drag corporate social responsibility to performance:
commitment (what the firm does), connection (with whom the firm works), and consistency
(how consistent is the firm in its actions). We also highlight that the food sector needs socially
responsible actions (divided into nine dimensions) that must deliver information about food
safety, tradition, experience quality, and social fairness. Using quality signs for food is common

to signal socially responsible actions in the market.

The second section expressed the paramount importance of information in the development of
corporate social responsibility. We present the risks related to information asymmetry from a
moral and economic perception and mention the risk of delivering a large quantity of
information. Agribusiness is a concern for public authorities. They manage official quality signs
—a legal and optional public solution —, that might be used in marketing — for communication,
and relationships —, to enhance intangible value and lead to financial outcomes. Official quality
signs support socially responsible actions with criteria to enhance trust, such as an independent
third-party for production control. Official quality signs offer to firms the possibility of a clear
and homogeneous message to deliver in the market to enhance their performance.

Performance is a complex and heterogeneous concept that is treated in the literature of
marketing, finance, and economics. The assessment of the value creation requires considerable
thinking about the type of performance we aim to measure and the required criteria we may
use. The following chapter deals with the performance by presenting the related theory, and the

value creation assessment.
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Key elements

Corporate social responsibility extend the society moral obligations to
firms

Corporate social responsibility includes the stakeholders relationship
management

3C-SR is one of the model to assess corporate social responsibility
performance with three elements:

o Commitment (social practice)
o Constitency (over time and within the organization)

o Connection (constellation of actors and firms decisions)
Liberal economy expect profits from corporate social responsibility
Liberal economy refuse legal obligation to respond to social issues

Firms need to send signals in the market to inform about their social
responsible actions.

Food products show specific risks related to health security, social
concerns, respect of tradition, cultural acceptance, and consumption
experience.

Quality signs is a common tool in agribusiness to signal social responsible
practices

Quality signs increase the information in the market, decrease the cost of
information seeking for customers and signal quality that cannot be
assessed before or after purchase.

Quality signs enhance firms intangible value such as trust, reputation and
satisfaction

Official quality signs are managed by public authority to respond to social
demand for safety, taste, tradition and social issues.
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CHAPTER 2. THE EFFECTS OF QUALITY SIGNS ON
MARKETING PERFORMANCE

Elizabeth Barhan from the department of rural sociology states that “because the values-based
labeling programs can be costly and risky for producers, research results that help prevent
or correct problems with these schemes should be welcome.” (Barham, s. d., p. 358). The
necessity of re-embedding the capitalist economy in the social and environmental concerns
requires to not refer to consumers as “self-interest maximizer”, but a person that assesses the
quality of product through a variety of non-economic values such as ethics and cultural criteria.
This second chapter discusses the theoretical framework of performance with a cross-sectional

prism.

In the first section, we present theories about value creation and performance assessment, and
we illustrate the concepts with a literature review about quality signs' influence on quantitative
performance. Corporate social responsible actions can be costly for firms. Financial risk

requires the identification of related opportunities. We aim to answer three questions:
- What is the role of quality signs in firms’ performance?

- To what extent the price and the purchased quantities are key variables for performance

assessment?
- What is the most adapted measurement of the marketing outcomes?

The second section presents the research questions based on the literature review, and shows
the research and the required methodologies to answer the questions and test the model. Then,
we will present the research field by going through the official quality signs markets, the

history, and their influences.

Section 1. The performance of quality signs

Performance is a polymorphic and cross-sectional concept in management. The
multidimensional nature of performance requires a clarification of related concepts and uses
(1). Three main perspectives define the performance in the literature: the goal approach, the
resource approach, and the process approach. The resource-based view considers quality signs
as a resource that can be used to enhance performance and create value for the firms (2). We

focus on price and purchased quantity as performance indicators (3).
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1. Conceptual clarification about performance

Researchers take up the challenge of defining performance, understanding its importance, and
developing measurement methods. The plurality of definitions relates to productivity,
efficiency, or effectiveness. Nevertheless, several approaches to performance are
complementary (1). Quality signs contribute to performance through customer perception,
behavior, and financial outcomes (2). We retain price and purchased quantity as two key

elements that transform the perceived value into financial value (3).
1.1 Theoretical background

There is no unanimous model to assess performance. The marketing productivity chain makes
a linear model from customer to financial outcomes in a cross-analysis perception of
performance. Authors tried to develop models, but they faced numerous limits mostly due to
the multifactorial nature of marketing (S. Shapiro, 1990). The literature review below presents

marketing productivity and its dimensions.

1.1.1 The marketing productivity: from marketing action to performance outcomes

Performance is an evaluation of the relationships between firms’ decisions and outcomes.
Managers make the presumed best decisions for company performance. The definition of
performance depends on the assumed relations between a wide variety of factors. These factors
can be of several kinds: accounting considerations, marketing-mix choice, firm value criteria,
or human resources strategy. It creates a vast web of complex and interdisciplinary
relationships. Rust and al (2004) modeled part of these relationships in a chain-of-effect called
“Marketing productivity”. They clarify how the marketing activities create shareholder value,
from the investments (marketing assets) to profit. The literature developed an integrated
conceptual framework to understand and establish the unclear link between marketing and
performance (N. A. Morgan, 2012). Rust and al (2004) consider that investments in marketing
enhance managerial, marketing, market, and financial performances. The elements of the chain

are all interrelated and influence each other, directly or indirectly.

The marketing productivity starts with the strategies adopted by the firm (promotion,
distribution channels...), which is a guideline for tactical actions and related investments
(advertising, improvement...). The objective of these investments and management is to change
customer behavior (attitudes, satisfaction...) and empower the market results (sales, market

shares). A good market position is supposed to lead to financial impacts (ROI, EVA...) and
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financial position (Profits, cash flow...). The criteria for performance assessment are discussed

below. With a better financial position, the value of the firm increases (Rust et al., 2004).

Figure 8: Marketing productivity channel (Rust et al., 2004)

Marketing Actions The Firm
Tactical Actions Strategies
»| Advertising, P Promotion strategy,
service improvements, etc. | product strategy,
channel strategy, etc.

v h J
Customer Impact Marketing Assets
Impact on attitudes, ¥ Brand equity,
impact on satisfaction, etc. customer equity, etc.
A h 4
Market Impact Market Position
.
Market share impact, | Market share,
sales impact, etc. sales, etc.

‘, l

Financial Impact

Financial Position

h 4

ROI, EVA, etc. Profits, cash flow, etc.
Y Y
Impact on Firm Value p| Value of the Firm
MVA Market capitalization,
Tobin's g

The chain of productivity offers a frame to understand and control the economic feedbacks of
marketing (Rust et al., 2004). The authors raise a central question for managers and
shareholders: what type of expenditure, tactics, has a better influence on the firm profitability?
Firms expect returns on the investment in quality improvement that they signal in the market.
Strategies and tactics are central to create competitive advantages and intangible assets
development. Nevertheless, the measurement of the marketing activities’ impacts requires
specific and complex methodologies (Hanssens & Pauwels, 2016). The measurement of
marketing productivity is a challenge because it includes long-terms effects, conjoint effects
with other actions, and nonfinancial metrics. The financial methods are inadequate for
marketing assessment. Based on the previous model and other researches, Katsikeas and al.

(2016) present two different performances: the operational and the organizational approach.
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Figure 9: The Marketing—Performance Outcome Chain and Exemplar Measures (Katsikeas et al., 2016)
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In marketing research, performance is mostly assessed by customers' perceptions. This
marketing chain implies market and financial results from marketing actions, resources, and

strategies, and distinguish three performance outcomes with economic metrics :

- Product-market performance: measures of performance of the product in the market

place.

- Accounting performance: measures reported in the financial statements and reports of
the firm.

- Financial-market performance: analysis of the stock or debt markets.

These three dimensions of performance generate positive feedback in learning and re-
investment in marketing capabilities, marketing resources, marketing strategy, and positional
advantages (N. A. Morgan, 2012). The objective of this chain-of-effects is to better understand
value creation for the customers, and its transformation to economic performance through the

market.

The literature selects a set of metrics that is adapted to analyze a part of the marketing
productivity chain. The metrics are often classified as consumer-based, market-based, or
financial-based. But the marketing value is really difficult to assess. “The challenge of

demonstrating this value is complicated by the fact that its core metrics—attitudinall,
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behavioral, and financial—fail to correlate substantially with one another.” (Kumar et al.,
2016, p. 5). Nevertheless, the ability of firms to measure marketing performance has itself an
influence on firm performance (O’Sullivan & Abela, 2007). Researchers’ and professionals’
stubbornness to find good indicators is motivated by the outcomes from a good marketing
performance measurement. Selecting relevant criteria for assessment to reduce the risks and

avoid the effect of “what you measure is what you get”.

1.1.2 The customer-based performance

The firm aims to create value for consumers but “a major difficulty in researching value is the
variety of meanings of value held by consumers.” (Zeithaml, 1988). Firms’ resources are

employed to create intangible “customer impact” in five dimensions (Rust et al., 2004, p. 78) :

Table 14. Definition of customer impacts (Rust and AL, p.78)

Customer impact Definition

the ability of consumers to recognize and recall a firm, its products, and
services

the strength, favorability, and uniqueness of perceived attributes and
benefits for the firm and the brand

the overall evaluation (quality and satisfaction) of the consumer toward the
firm, the brand or the product

Customer attachment The customer’s loyalty toward the firm or the brand

the result of every interaction a customer has with a firm or a brand, but also
the consumption or use of the product or service, the seek for promotion,
events,.. related to the firm, how the customers talk to others about the
brand, etc.

Customer awareness

Customer associations

Customer attitudes

Customer experience

Another segmentation has been made by Katsikeas and al. (2016). They identify customer
mindset outcomes, which gather customer awareness, associations, attitudes, and attachment,
customer behavior outcomes, related to purchases, post-purchases, and future purchases, and

customer-level performance outcomes that define the economic outcomes of customers.

Multiple indicators have been developed and used by academics to assess the different aspects
of customer behavior. Grgnholdt and Martensen (2006) realized a literature review that
provides a list of the most valuable marketing performance measures. They established two lists
of indicators for consumers’ performance: A mental consumer results, and a behavior consumer

results.

Customer-based measures started in the 1980s with customer satisfaction, customer loyalty,
and brand equity. Consumer performance is measured by the loyalty compared to competitors,
as well as the clients’ loyalty and satisfaction growth since N-1. They have been considered
interrelated, but several questions remained unanswered such as the period from customer

satisfaction to loyalty.
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Table 15 Short-list of Marketing customer-based performance measures (Grgnholdt & Martensen, 2006, p. 248)

Mental consumer results Behavior consumer results
Brand awareness*

Relevance to consumer

Perceived differentiation

Perceived quality/esteem* Customer loyalty/retention*®

Relative perceived quality* Churn rate

Image/reputation Number of customer complaints*
Perceived value Number of transactions per customer
Preference Share of wallet

Customer satisfaction*
Customer loyalty/retention (intention)*
Likelihood to recommend
* One of the 15 most commonly used measures according to Ambler and Puntoni (2003)

The Marketing Science Institute (MSI) wrote in a report “One of the most important tasks in
marketing is to create and communicate value to customers to drive their satisfaction, loyalty
and profitability” (Marketing Science Institute, 2013). Customer value is an umbrella term that
gathers all the value that can be perceived by the customer. Various definition of “value” has
been used in the literature, and all are converging to the general comparison of the “give”
elements and the “get” elements. We simplify the customer value in terms of costs and benefits.
Both are either monetary or non-monetary. The cost can be assessed in terms of price, but also
in terms of time for seeking information and risks associated with the purchase. Benefits are
mostly perceived in terms of attributes. Perceived value is one of the most influential
determinants in consumers’ purchase decision process, and that depends on the price perceived
by the customers. For Zeithalm (1988), the perceived value is divided into four consumer

definitions.

Table 16. Type of perceived value for the customer, adapted from Zeithalm

Perceived value Perception of the benefits

Low price definition A decrease in cost for equivalent attributes

An improvement of consumers benefits closed to utility perception.
Related to usefulness or consumption satisfaction. It gathers all the
guantitative and qualitative, subjective, or objective factors of

Products’ attributes definition

shopping experience.
Good deal The difference between the price paid and the received quality
A comparison between all costs and benefits to define the value in a
Transaction benefits global picture of what the customer give and receive for the
transaction.

The value is directly related to the perceived quality and the price, among other factors. The

means-end model shows the relations between price, quality, and value.
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Figure 10 A mean-end model relating price, quality, and value (Zeithalm, 1988)
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The attributes — intrinsic or extrinsic —, and the perceived monetary price — the price as encoded
by the consumer, instead of the actual (objective) price of a product — influence the perceived
quality. The perceived quality influences the perceived value, simultaneously with the high-
level abstraction (e.g. emotional payoff) and the extrinsic attributes (e.g. reputation, brand
name, advertising,...). The perceived value is more individualistic and personal than quality
(Zeithaml, 1988). The purpose of creating perceived quality and value for the consumer is to
extract the value in the form of profit. The consumers’ perceived value is expected to be

converted into an increase in market-based performance (Kumar & Reinartz, 2016).

1.1.3 The market-based performance

Before the use of customer-based measures, the performance of marketing was assessed with
single financial outcomes. The most frequent measures were in order profit, sales in terms of
units and value (price), market share (combining the variables of units and price), and cash
flow. The market shares were perceived as a strong predictor of profitability.

Quiality signs can increase firm market shares. For example, Forest Stewardship Council
certification (FSC) is internationally known, and beneficiate from good credibility and a
dominant market position in Brazil, and eastern and central Europe. The fame of the
certification makes it difficult for the other certifications to increase their market shares (Cruz

& Boehe, 2008). The market strength of FSC generates the ability to create marketing assets
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(brand, name), bargaining power (lobby), and competitive advantage (credibility, prevent
imitation).

Table 17 Short-list of market-based marketing performance measures based on the literature review (Grgnholdt
& Martensen, 2006)

Market results
Sales (volume and value)*
Sales to new customers
Sales trends
Market share (volume and value)*
Market trend*
Number of customers*
Number of new customers
Number of new prospects
(leads generated/inquiries)
Conversion (leads to sales)
Penetration
Distribution/availability*
Price
Relative price (SOM value/volume)*
Price premium
Price elasticity
* One of the 15 most commonly used measures according to Ambler and Puntoni (2003)

Market performance is based on a comparison of market data with competitors. Indicators are
mostly sales volumes, the products’ value (market price), and market shares. Consequently,
market-based performance is not available for innovating products. Product-market measures

are used to calculate the accounting measures such as profit and sales revenues.

1.1.4 The finance-based performance

The relation between market power and financial results was formalized with the structure-
conduct-performance paradigm of Bain in 1968. It states that an increase in the industry
concentration decreases competition and creates higher profit rates. The basic relation between
market and profit has not been questioned. We divide the finance-based performance into two

measures categories: the accounting measures and the financial-market measures.

The accounting measures are often calculated based on product-related measures such as sales-
revenues (volumes and price) or profit (related to sales revenues). Indicators try to assess the
accounting efficiency of marketing actions. For example, the return-on-investment (ROI) is a
performance outcome relative to the consumed resources, and assess the efficiency of the
investment. It has been fashionable for marketing productivity. In marketing is also used the
return on marketing investment (ROMI) because marketing expenditure is not a regular
investment. Six indicators are associated with ROI for marketers: incremental sales revenue,

the ratio of cost to revenue, cost per sale generated, Changes in the financial value of sales
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generated, cost of new customers (sic), and cost of old customer retention. But marketing is
sometimes perceived as a cost of maintenance instead of an investment (Ambler et al., 2004).
This categorization of the marketing expenditure changes the expected outcomes (systematic
incremental sales and profits for investments). Apart from the revenue related measures (e.g.
Sales revenues, sales revenue growth) and profit-related measures (e.g. “Return-on” measures)
the cost-related measures are important for the prediction of profitability. The marketing
expenditure is studied as a cost, but also tends to reduce other expenditures to achieve the same
product-market performance. Finally, the accounting measures include data related to cash

flow.

The finance-related measures are focused on returns (e.g. Abnormal returns, shareholders
returns) and risks (e.g. Equity risks) (Katsikeas et al., 2016).

Table 18 Short-list of financial-based marketing performance measures based on the literature review (Grgnholdt
& Martensen, 2006)

Financial results

Profit/profitability*

Gross margin *

Customer profitability
Customer gross margin
Cash flow

Shareholder value/EVA/ROI
Customer lifetime value

* One of the 15 most commonly used measures according to Ambler and Puntoni (2003)

Marketers mention the marketing margin of products, based on the distinction between the
factory or farm prices and the purchaser price. It has been defined by the FAO as “/...] the
percentage of the final weighted average selling price taken by each stage of the marketing
chain. The margin must cover the costs involved in transferring produce from one stage to the
next and provide a reasonable return to those doing the marketing.”® The performance is not
only a matter of the current statement but also the evolution according to the actions and
decisions of the firms. The growth of the indicators is important and relevant. Shareholders
want to know if the customer value influences positively the financial performance through
market capitalization or any other market-related variable. The transformation of intangible
customer performance (customer value) into financial outcomes has heterogeneous results
because of the multitude of factors that may interfere in the process (Hogan et al., 2002). “The
multidimensional nature of marketing is expressed in a variety of performance metrics—

attitudinal, behavioral, and financial—that turn out to be weakly interrelated. This makes it

® Source: http://www.fao.0rg/3/W3240E/W3240E12.htm
101



difficult to assess marketing’s value and often results in skepticism about marketing’s
contributions and a reduction in the role of marketing at senior levels of decision making.”
(Hanssens & Pauwels, 2016, p. 187). Numerous other factors that are not in the marketing value

chain affect financial performance, such as the marketing department power (Feng et al., 2015).

The challenge is to understand how marketing resources create value for consumers that turns
into market-based performance and finance-performance. There are no unanimous metrics of
the process to assess the marketing performance and all metrics have limits and advantages
(Ambler et al., 2004).

1.2 Conceptual clarification about the resource-based view

The idea of using marketing resources to achieve better financial performance converges with
the resource-based view theory (1). The chain of marketing value implies that a competitive
advantage influences positively the market and financial performance. Penrose (1959) suggests
that the firm’s resources influence its growth and the inadequate use of them can constrain the
growth. From a resource-based view, tangible and intangible resources and capabilities, such

as quality signs, are keys to develop competitive advantages for firms (2).

1.2.1 Resource-based view theory

The term resource is a key element of the performance approach, and is defined as “facilities
that are potentially controllable by social organizations and that are potentially usable —
however indirectly — in relationships between the organization and its environment.”
(Yuchtman & Seashore, 1967, p. 900). A resource is used to create tangible and intangible
assets that can generate returns for the firm under appropriate circumstances. Barney (1991)

made a non-exhaustive list of resources and proposed a categorization.

Table 19. Firms' resources typology (from Barney, 1991)

Resources Example

Physical resources Equipment, geographical location, raw material access

Human capital resources Training, experience, intelligence, relationship

Organizational capital Formal and informal planning, controlling, informal relations among
resources groups within or between a firm and those environment

Information, attributes, and knowledge are firms resources that may improve their efficiency
and effectiveness. For example, reputation is defined as a resource itself, and not as the symbol
of large firms resources. We notice that the categorization of Barney does not include the
intangible marketing assets of the firm such as the brand name, customer loyalty, and
reputation. The firm aims to acquire competitive forces by using a specific strategy that is not
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simultaneously implemented by a competitor. This advantage becomes sustainable when the
competitors can't duplicate the strategy and get its benefits. Consequently, all resources are not
systematically generating competitive advantage, and the elaboration of competitive advantage
requires heterogeneity on the market (Barney, 1991). A conceptual model of marketing
resources impacts on performance has been drawn to understand the relationships between
marketing support resources, market-based resources, and performance. The model follows a
similar path to the chain of marketing productivity (Rust et al., 2004).

Figure 11 Conceptual model of marketing resources performance(Hooley et al., 2005, p. 21)
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A firm resource turns into a competitive advantage if valuable (exploiting opportunities or
avoiding threats), rare, not imitable, and not replaceable. Consequently, all resources do not
necessarily differentiate the firm. A firm can maintain a relative position with rational acts. For
example, the firm can protect a resource from opponents during a period (patent, research, and
development...), and benefits from the first-move advantage with a resource position barrier. It
can also benefit from mergers and acquisitions of other firms that dispose of complementary
resources, are in different markets, and sell different products (Wernerfelt, 1984). Allocating
resources with the objectives of “doing good by doing well” mays have positive long-term

impacts (S. Waddock & Graves, 1997). In a dynamic perception, the resources can be
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combined, organized, and used to generate a competitive advantage. “Efficient production with
heterogeneous resources is a result not of having better resources but in knowing more
accurately the relative productive performances of those resources.” (Alchian & Demsetz,
1972, p. 793). The challenge for firms is to use resources for both consumers and products to

generate value for and to customers (Kumar & Reinartz, 2016).

1.2.2 Official quality signs as a resource

Official quality signs can be considered as a firm resource but not as a competitive advantage.
Indeed, official quality signs are neither new nor rare to generate a “first-mover advantage”.
Official quality signs tempt to homogenize the market, whereas the competitive advantage is
elaborated with heterogeneity and the impossibility to duplicate the asset. A competitive
advantage implements “a value-creating strategy not simultaneously being implemented by any

current or potential competitors.” (Barney, 1991, p. 102).

Nevertheless, official quality signs generate benefits if we consider the competitive advantage
with a more dynamic perception of assets. The social complexity of a resource, such as
relations, culture, and reputation, can generate competitive advantage (Barney, 1991).
Credibility and reputation generate a sustainable competitive advantage creation (Hooley et al.,
2005). Official quality signs are marketing capabilities which, combined with other capabilities
can generate performance Following the 3C-SR model, quality signs indicate the degree of
commitment to ethical and environmental standards and social objectives. Official quality signs
alone are not a competitive advantage but, with connections and consistency, they generate
market value. Connections in agri-food may be related to the choice of channel’s members or
partnerships with other actors such as associations. The general coherence among the
relationships creates value for consumers. The consistency is the global coherence of the firm
in its commitment. We suggest that the 3C-SR model contributes to socially responsible
reputational assets.

2. The performance of quality signs

Studies about the relationship between corporate social responsibility and profitability show
heterogeneous results (McWilliams & Siegel, 2000). The marketing productivity chain and the
resource-based view model are complex and cannot be assessed as a whole. Official quality
signs are expected to affect consumers (1). In a domino effect, consumers' behavior changes
market performance and generate financial results (2). We acknowledge a lack of studies
concerning the effects of Label Rouge on the market compared to organic quality studies.
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2.1 Consumers’ attitude and behavior toward quality signs

In the seventies, the researchers in marketing wonder “which consumers constitute the market
products, services, or other corporate actions that promote social and/or environmental well-
being?” (Anderson & Cunningham, 1972, p. 23). Holt (1995) distinguishes consuming for
experience, integration, classification, and play. A large literature focuses on consumers’ social
consciousness to understand their socio-psychological variables and their behavior (Mohr et al.,
2001; Webster, 1975). Pivato and al (2008) consider that corporate social responsibility
influences positively consumers' trust, a fundamental asset for the company that leads to brand
loyalty and higher sales volumes. Numerous research assessed the relevance of specific
corporate social responsibility implementation to customer responses. In this thesis, we focus

on the influence of quality signs on customers' attitudes and behavior.

Consumers’ risk perception and concerns about food production alter the demand for food
products in the marketplace (Huang, 1996). The quality sign is free information available in-
store that reduces the cost of seeking information to customers. The signal is an extrinsic
attribute, such as brands and advertising (Zeithaml, 1988), and must be risk-reducing to change
the value perceived by the consumers. The choice for consumption is made of multiple values

that influence the consumers.

Value Definition

The perceived utility is acquired from an alternative’s capacity for functional,

utilitarian, or physical performance. An alternative acquires functional value

through the possession of salient functional, utilitarian, or physical attributes.

Functional value is measured on a profile of choice attributes.

The perceived utility is acquired from an alternative’s association with one or

more specific social groups. An alternative acquires social value through

Social value association with positively or negatively stereotyped demographic, socioeconomic,

and cultural-ethnic

groups. Social value is measured on a profile of choice imagery.

The perceived utility is acquired from an alternative’s capacity to arouse feelings

or affective states. An alternative acquires emotional value when associated with

specific feelings or when precipitating or perpetuating those feelings. Emotional

value is measured on a profile of feelings associated with the alternative.

The perceived utility is acquired from an alternative’s capacity to arouse curiosity,

provide novelty, and/or satisfy a desire for knowledge. An alternative acquires

epistemic value by questionnaire items referring to curiosity, novelty, and

knowledge.

The perceived utility is acquired by an alternative as the result of the specific

situation or set of circumstances facing the choice maker. An alternative acquires

Conditional value conditional value in the presence of antecedent physical or social contingencies
that enhance its functional or social value. Conditional value is measured on a
profile of choice contingencies.

Functional value

Emotional value

Epistemic value
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The organic label aimed at the following objectives: reduction of pesticides, improved
management of plant nutrients, better soil protection, preservation of biodiversity and nature,
and positive impact on animal welfare. The social and environmental values of the organic label
are obvious (Pivato, Misani, Tencati, 2008). The Label Rouge is used to enhance the taste,
valorize specificities in the production process that are related to tradition and farmers’ know-
how (I. Dufeu et al., 2014) Holbrook (1999) characterizes the process of value creation for

customers as interactive and expresses it in a consumer value typology in dualistic dimensions.

Table 21 A typology of consumer value (Holbrook, 1999, p. 12).

Extrinsic Intrinsic
Active Efficiency . Play
. (O/1, convenience) (Fun)
Self-oriented -
Reactive Excellence Aesthetics
(Quality) (Beauty)
Active (SSt izlciss Impression Ethics
P ' (Virtue, Justice, Morality)
Other-oriented Management)
Esteem Spirituality
Reactive ( Reputation, Materialism, (Faith, Ecstasy, Sacredness,
Possessions) Magic)

The quality signs interfere with the cognitive and/or affective dimensions in the decision-
making process, sometimes creating a halo effect. They modify the perception and attitude of
consumers by decreasing the adverse selection (Bonroy & Constantatos, 2008) as the
information integrates the cognitive treatment of consumers more effectively (Larceneux,
2003).

Product differentiation can be based on two different dimensions, either the experiential
dimension or the technical dimensions. The experiential dimension refers to experience quality
that cannot be distinguished by consumers before purchase but can be assessed after
consumption. The experiential labels are used by producers and distributors. They indicate the
opinion either of experts or consumers (Larceneux, 2003). The technical quality is a matter of
credence quality, for example, genetically modified organisms and pesticides free agriculture,
animal welfare conditions, or fair-price for farmers. The technical label is assessed by the
consumers, neither before nor after consumption (Larceneux, 2003). For example, the creation
of fair trade, Child labor free, or Rainforest alliance logo roots in these social movements is a
response to both social movements and Non-Governmental Organisations (NGO) claiming for
humans, animals, and environmental protection. They call for transparency of firms about the
production and management practices for the benefits of consumers and stakeholders, and the

implementation of environmental-friendly and ethical practices. These are credence qualities
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that do not affect directly the product taste or attributes. The technical labels ensure the respect
of technical know-how that insures consumers atypicality and protect firms from imitations,
counterfeit, and usurpations (Trigui et al., 2012). The conservation of traditions and specific
practices emerged from social movements. In 1911, champagne wine was the precursor in terms
of indication of origins. In 1935, a decree-law created the Indication of origins to define, protect,
and control the wine market®. In that case, the production know-how is assumed to deliver
higher quality or at least specificities product in terms of taste. Norms and specifications
bloomed on the market to prove the quality of the regional cultural heritage. Some technical
labels are dealing with credence, such as “Label Max Havelaar” for fair trade or ecological
certification as the “Label Farre” for environmental-friendly farmers. Some labels are simply

explicitly claiming the taste of the products such as “Saveur de I’année”.

Quality signs express a product’s attribute that is experienced at consumption and enter the
evaluation process. In the case of credence attribute that cannot be assessed by the customer,
the perceived attributes may be affected by emotion, and the measurement knowledge and
motivations. The three quality processes are interconnected and model the quality framework
(Golder et al., 2012).

Figure 12: Quality framework adapted from the Details of integrative quality framework (Golder et al., 2012, p. 7)
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. » information
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1 L * Customer
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Quality is an endogenous variable included in a large model. Several factors influence perceived
quality (McConnell, 1968). Perceived attributes must meet customers’ expectations to impact
positively customers. Official quality signs have a strict framework. They reduce the asymmetry

of information but also lowers the flexibility of producers to meet consumers’ expectations.

10 http://agriculture.gouv.fr/les-appellations-dorigine-protegee-aop-pour-les-produits-agricoles-et-les-denrees-
alimentaires - view 26.03.2018
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They must play with attributes that are adaptable to the design brief of the quality signs. Quality
signs can increase the measurement knowledge!! and motivations? with relevant information,
but also generate a contrary effect by distortion of attributes perception. Trust in quality signs
is crucial, even more than the quality and ethical charter. “ /...] high levels of consumer trust
are required for a labeling system to be successful. The importance of consumer trust is also
confirmed by the fact that different labels based on the same standards (such as the Bio-Siegel
logo and former EU logo) were evaluated completely differently by consumers in the present
study.” (M. Janssen & Hamm, 2014, p. 446). The more a label is known by customers, the more
they trust the label. Although, consumers are sensitive to certification labels for organic
products if the product is trustworthy. The trust acts directly on the purchase decision of the
consumers (M. Janssen & Hamm, 2014, p. 439). “ /...] better organic labeling information and
related knowledge perceived by consumers have critical effects on consumer trust in organic
foods, which in turn will influence their attitudes and intentions to purchase organic foods”
(Teng & Wang, 2015, p. 1076). Consumers trust in organic private labels sold by retailers and
are correlated to brand loyalty (Pivato et al., 2008). The emotion gathers the feeling of a

customer at the stage of the experience process.

Along the chain of effects, quality signs increase perceived quality and therefore the perceived
value of a product if the quality sign fills in few criteria: trust by consumers, well-known, and
if it suits other signals like the product type. The change in customers' attitudes generates

modification in terms of purchase.
2.2 The value created for firms

The challenge for companies is to transform the perceived value into a monetary value and
create an advantage to the firms. We identify two dimensions of the value of official quality
signs. A product-based advantage is generated and shared with all actors using the official
quality signs, and an image-based positional advantage (brand image, quality reputation,
corporate image) (N. A. Morgan, 2012). The market value is directly related to the customers’
acceptance of the purchase. The product-based and image-based value affects all direct and

indirect stakeholders on the market. The evaluation of corporate social responsibility actions is

1 “Measurement knowledge is the customer’s ability to assess attribute performance with minimal bias and
variance relative to more objective measures.” (Golder et al., 2012, p. 9)

12 “Measurement motivation is the customer’s desire to assess attribute performance with minimal bias and
variance relative to more objective measures” (Golder et al., 2012, p. 9)
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interest-based and is more important than the action itself (Green & Peloza, 2011). “The
economic and social purpose of the corporation is to create and distribute increased wealth
and value to all its primary stakeholder groups, without favoring one group at the expense of
others. Wealth and value are not defined adequately only in terms of increased share price,
dividends, or profits.” (Clarkson, 1995, p. 112). Quality signs contribute to the socio-
economical market movement with a message about social and environmental performance
(Bouslah et al., 2013). Stakeholders with similar morals, values, and priorities must be willing
to trade and cooperate (Green & Peloza, 2011). Theoretical papers suppose that social
performance influences positively the financial results of a firm. As labeling implies up-front
expenditure, the firm invests with the expectation of positive future impacts such as repeat
purchase (Kirmani & Rao, 2000). A reciprocal relation creates a virtuous circle consumers
demand that increase market shares, and market shares increasing the consumers’ willingness-

to-buy.

Empirical research supports the positive influence of quality on business performance. But
assessing the performance of the use of quality sign is a difficult task for two main reasons.
First, the costs related to official quality signs itself conduct to changes in production methods
and materials. The expenses are fixed (land and building development, farming technology,...),
but also related to the operating costs (animal food, fertilizers,...) and to the decrease in terms
of production volumes (fewer animals per square meters, a longer time for production,...).
Moreover, the marketing actions are run at the same time and the identification of the precise
influence of each marketing action is not measurable. The return of quality signs is blended
amongst return from other signals and the effect of signals together used in a strategy.
Nevertheless, the sciences of business, economics, and sociology developed many models and
methodologies thanks to theoretical and empirical works conducted on a variety of samples and
indicators (Bahadir et al., 2009; Grgnholdt & Martensen, 2006).

The intangible capital is important for agribusiness but their performance is difficult to measure
(Srivastava et al., 1997). Expenses are not necessarily a financial success (Amadieu & Viviani,
2010) but influence the market, either from a customer perception (increasing sales
performance) or from a stakeholder perception (attract investors, creating better partnerships,
satisfying the NGOs demand,...). Linking marketing actions to financial performance requires

the establishment of correlation.

Effective marketing can contribute to the growth of a firm by anticipating opportunities and

risks, generating faster adjustments on the market to win and retain customers (Bahadir et al.,
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2009, p. 276). The marketing resources used for customer-oriented strategy can affect long-run
growth and profitability through customers’ satisfaction and brand equity (Angulo-Ruiz et al.,
2014). Moreover, advertising and product development have an indirect influence on financial
value (Hogan et al., 2002), increasing the customer equity that represents a proxy for
shareholder value (Schulze et al., 2012).

In the case of market turbulence increases and for highly incertain markets, corporate social
responsibility is significantly influencing firm performance (growth rates, returns on
investment, and overall profitability) (Bai & Chang, 2015). Corporate social responsibility
commands upfront costs that have positive effects on intermediate- and long-term cash flows
and may affect the firm probability of survival (A. Fatemi et al., 2015). A virtuous circle is
generated by investment in quality that generates returns on quality investment (Nelson, 1974;
Phillips et al., 1983). Corporate social responsibility benefits to the general wellbeing of
stakeholders. For example, it secures a “more loyal customer base, hires and retains a more
dedicated workforce, avoids the costs associated with adverse actions by labor unions,
consumer advocacy groups, or governmental agencies empowered to monitor its activities.”
(A. Fatemi et al., 2015, p. 190). Fatemi and Fooladi (2013, p. 112) argued that “the old
approach to shareholder wealth maximization is no longer a valid guide to the creation of
sustainable wealth.”” and state that the value must be seen as a shared value among the firm and

other communities that benefit from the firms.

Quality signs create a surplus that must be shared with other stakeholders, and externalities may
affect the margins of actors (Linnemer & Perrot, 2007). Bargaining power is distributed
differently along the value chain and creating value creation disparity. The retailers have a cut
in their margin in benefit to other actors (Bonnet & Bouamra-Mechemache, 2015).

3. Price and purchased quantity as performance indicators

Market performance is mostly assessed with the price and purchased quantity. These two
indicators are complex and polymorphic. They require to be identified and selected (1). Price
and quantity data can be collected with several methods (2). All methodologies present pros

and cons and must be chosen under the research question.
3.1 Nature and roles of indicators
Price and purchased quantity are studied differently depending on the domain of research.

Marketing focused on the customers' analysis, perception, and acceptance, whereas finance
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relates price to cost, gross margins, and profitability. The interdisciplinary aspect of the two

indicators requires specification and a good understanding of the concepts.

3.1.1 The interdisciplinary concept of price: the variety of approaches

Price is part of the strategy of the firm in terms of marketing (positioning strategy,
competition...) and finance (profitability, margins...). Numerous types of prices can be studied
(market price, price variation...) and perception of the price (internal price, willingness-to-
pay...). We first present different concepts related to price (1) and enumerate the main variables

that influence the price (2).

Definitions

The researchers did not define precisely the role of price as a hinge point between the marketing
and the financial performance of the firm. However, Monroe (1979) discussed the price through
the perspective of the related margins and consumers' reactions in a period of economic scarcity.
This period might be caused by uncertainty about the economic environment, limited
availability of productive resources and working capital, or the change of government policies
and regulations. The firms respond to economic uncertainty with a pricing response of several
kinds: eliminating low-margin products, unbundling a service, or establishing “one-price”
policies. We would add that new consumers' concerns and new social trends may also create
uncertainty. From a financial perception, price is “the value of a thing with real or perceived
worth. Price represents the amount of value the market has assigned, fairly or unfairly, to a
good or service.” 3. But the mechanisms on the market that defines the price are complex and
do not only depend on the Marshallian law but the customers' psychology and behavior on the
market. From a customer perception, price is an important variable in the process of decision
making. It is the third reason for choosing a store (Von Freymann, 2002). The consumers have
several key prices in mind that lead their evaluation and behavior. Consumers use their
reference prices to compare the available offer on the market. This reference price is either
from the price of the products’ substitute available on the market, called an external reference
price, or from the consumer memory, called an internal reference price (Gall-Ely, 2009). The
external reference price is multidimensional and cannot be defined in a single definition. It
varies among consumers because of their differences. Moreover, the reference price varies

across products and may be different from the price range acceptance and the market price (Von

13 Source : https://financial-dictionary.thefreedictionary.com/price
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Freymann, 2002). Nevertheless, the previous researches highlighted its decisive role in making
decisions, especially for brand choice (Chandrashekaran, 2001). Consumers have a range of
prices that are acceptable for a good or service. The maximal value of the acceptable prices is
commonly called the willingness-to-pay (WTP). At the time of purchase, consumers compare
their willingness-to-pay with market price and reference price to assess utility. Willingness-to-
pay and reference price are correlated, with reference often less the WTP is higher than the
reference price. These types of prices increase with information (Gall-Ely, 2009). This quality

can change according to one single attribute (Gall-Ely, 2009).

Price is directly related to value, defined as the “evaluation of experiences for an object of a
product range (value in use), thanks to the sacrifices and benefits that are associated (exchange
value).” (Gall-Ely, 2009, p. 95).

Figure 13: The transactional utility through consumer comparison (Gall-Ely, 2009)
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Price is often mentioned as a perceived barrier to buy high-quality food products, except for
early-stage market development or regular purchasers (Aschemann-Witzel & Niebuhr Aagaard,
2014). Nevertheless, the perceived price is also related to many other variables, including the
quality that gathers technical elements and marketing variables such as packaging and services.

“ [...] Superior quality on average does command a higher price and that the price-quality
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correlation increases with information.” (Tellis & Wernerfelt, 1987). The quality information
is a high-quality media for pricing at high-price (Bagwell & Riordan, 1991). Consumers assess
the fairness of price with their perception of the firm’s cost. Signaling quality can increase price
fairness perception, decrease the inequity aversion, and increase the willingness-to-pay to
customers (Guo & Jiang, 2016). A high price can be a signal to high quality and increase
desirability, but can inhibit the purchase because of low-income households, low price
knowledge, lack of experience, price sensitivity or lack of trust (Aschemann-Witzel & Zielke,
2017; M. C. W. Janssen & Roy, 2010).

Table 22. Direct and indirect influences of point-of-purchase and brands on price acceptance

Influenced variable Authors
Point-of-purchase
Type Internal reference price Von Freymann, 2002
Price image Price level Rondéan Catalufia et al.,, 2005
Name Pe.rceived quality quds et a.l., 1991
Price acceptance Hsieh & Stiegert, 2011
Brands
Name Im;ernal reference price Grewal, Krishnan, et al., 1998
Price premium
Type Price premium for national brands Sethuraman & Cole, 1999, p. 348
Price-quality inference  Price premium Sethuraman & Cole, 1999, p. 348

Cobranding effect if coherent

. . Larceneux & Renaudin, 2016
Perceived quality

Quality signs

The relation between the different stimuli, price concepts, and the perceived quality is complex.
The different cues (price, store, brand, and quality signs) have indirect relationships and
influence evaluative variables that are assumed to lead to a purchase intention and a price

premium acceptance.

Figure 14. Conceptual model of the effect of prices, brands and stores (Dodds et al., 1991; Grewal, Krishnan, et al.,
1998)
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The perceived value is a mediator between perceived quality and perceived price (Zeithalm
1998). Previous researches tested the relation of perceived quality and perceived value
(Chapman & Wahlers, 1999; Grewal, Krishnan, et al., 1998) based on the integrative model
that measures the effect of a quality sign (the brand, the store, the price...) on perceived quality
and perceived value. Marie-Christine Renard discusses the implications of quality in the agri-
food sector. She states that the emerging model of consumption “is developing around new
socially constructed, shared values such as health, nutrition, nature, authenticity, and ecology,
on the one hand; and convenience, ease, and adaptability to new lifestyles, on the other.”

in several causal directions (Sweeney & Soutar, 2001).

Kapferer (2013, p. 130) stated that the brand is the way of market growth and market value for
companies. Brands send signals to the consumers concerning the unobservable quality of the
product. If the consumers buy a product with good perceived quality but it turns out to be poor
quality, the consumers will not repeat purchase, and also can affect the brand negatively (word
of mouth, legal complaint,...) (Rao et al., 1999). Brand equity generates a price premium. Brand
equity is divided into four main dimensions, including the product quality (taste, texture,
packaging,..), consumers’ awareness and loyalty (two marketing variables commonly used and
studied in the literature) and association, gathering credence quality and extra information
(region-of-origin, nutritious criteria, environment and social benefits...). The four dimensions
contribute to uniqueness, which is a determinant of price premium acceptance (Anselmsson et
al., 2014). Store, brand and quality signs have a simultaneous effect and may influence each
other under the congruity theory. “ /...] rather than brand name or other cues suppressing
price as an indicator of product quality, a reinforcing effect is likely if the multiple cues are
consistent in their signaling of quality.” (Rao & Monroe, 1989, p. 355). The consumers gather
information and try to make sense of it. The different perception of the stimuli influences each
other (Grewal, Krishnan, et al., 1998; Olbrich & Christian Jansen, 2014). When consumers are
well informed about the social and environmental quality of a product, they modify their
purchase intentions and reevaluate the firm (Mohr & Webb, 2005).

3.1.2 Quantity

Purchased quantity is expressed in the number of items that are sold in the market. Less complex
than price, the concept is nevertheless assessed in several ways with either market data, often

referred to as sales volumes, or purchase intention, also called willingness-to-buy or
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willingness-to-purchase. Quantity is in a reciprocal relation with price, as the price can
influence the purchased quantity, but the need for a certain quantity modify the price
acceptance. The change in price, either internal, market price, or willingness-to-pay changes
the related purchased quantity because “price sensitivity measures are systematically related

to characteristics of the consumers in the market area and the competitive environment.” (Hoch

etal., 1995).

Buying behavior is influenced by consumers' previous purchases and related information, as
well as in-store information such as quality signals (brand, quality signs, stores) and product-
related information (price, promotion, novelty) (Zielke & Dobbelstein, 2007). A part of the
studies supports that frequent buyers have a higher price-sensitivity than infrequent buyers
(Thomas & Menon, 2007; Briesch et al., 1997). Gootschalk and Leistner (2013) found that in
the specific case of organic products, consumers that are used to buy organic quality are more

likely to purchase organic, and are less price-sensitive than the first-time buyer.

A high introductory price signals a high quality to customers, in opposite to low-pricing that
generate an increase in sales volumes, indicating a low-cost firm. In a price-quantity ratio, the
low-quality firms have a lower marginal cost of production than high-quality firms and find it
more profitable to sell a higher quantity (M. C. W. Janssen & Roy, 2010). Many marketing
actions can accelerate product purchases, such as coupons, retailer advertising, price cuts, and
advertised price cuts (Neslin et al., 1985). Quantity information is as important as price

information to evaluate the product value creation.
3.2 Measurement methods

Price and sales can be studied either from the market with secondary data, or from consumers’
perception. Both data are complementary and present the pros and cons. Secondary data have
aggregate information but reveal real statements of the market prices, volumes, and value.
Primary data mostly relies on customer intention or perception; including several psychological
biases. Misassessment of customers' willingness-to-pay and willingness-to-buy lead to a market
strategy failure (Gall-Ely, 2009). We present below some of the measurement technics for both

indicators.

3.2.1 Price measurements: identification of the willingness-to-pay

Willingness-to-pay is the measure of the price premium that consumers consent to pay for a
product. In economics, willingness-to-pay follows the Marshallian demand curve. The

consumers' consent to pay a maximal price which corresponds to the marginal utility of the
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product (Milanesi, 2010, p. 8). Market data assessment does not consider sociological and
psychological influences. Marketing literature investigated the willingness-to-pay to
understand the mechanism of value creation for the consumers and the related behavior. A gap
between the attitudes of consumers and the behaviors on the real market has been detected and
raised the question of the efficiency of the technics to measure willingness-to-pay. Price
sensitivity, morals, and values of consumers lead to changes in intention and behavior
(Donaldson & Preston, 1995).

The measurement of willingness-to-pay is a challenge to simultaneously assess the customers'
psychology and authentic non-influenced behavior. Several methodologies have been
developed and tested to collect the most realistic data (See Figure 15. Classification framework
for methods to measure willingness-to-pay (Breidert et al., 2006; Gall-Ely, 2009)). We focus
here on consumer willingness-to-pay and do not investigate the producer's willingness-to-pay.
The willingness-to-pay assumes that consumers can choose the level of quality of a product,
while quality is an exogenous variable. The estimation of willingness-to-pay is made with a
change in quality (J. L. Lusk & Hudson, 2004). Willingness-to-pay can be evaluated with
revealed preferences such as experiments and market data, and the stated preferences that
collect attitudinal data with a direct and indirect survey in hypothetical situations (Breidert et

al., 2006, p. 10). Four main data types are identified.

Table 23. Type of data collection to assess willingness-to-pay

Type of data collection Nature of study and data

Qualitative studies and survey data Purchase and expenses intentions

Field experiments In-store observations of consumers' behavior
Artificial and controlled labs special

Laboratory experiments conditions of purchase encouraging

respondents to buy products for real
Analysis of past purchases, limited in terms of
consumers’ profiles analysis

Sales data
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Figure 15. Classification framework for methods to measure willingness-to-pay (Breidert et al., 2006; Gall-Ely, 2009)
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Several authors identified the pros and cons of each method type (Breidert et al., 2006; Gall-
Ely, 2009; Hansen et al., 2018; J. L. Lusk & Hudson, 2004; Miller et al., 2011; Wertenbroch &
Skiera, 2002). The objective of this classification is to make a better choice to answer the

research questions.

Figure 16 Comparative evaluation of competing methods for measuring willingness-to-pay (Breidert et al., 2006)

Indirect surveys

Market . Direct .. Dlsc1;ete
Experiments Conjoint choice
data survey . .
analysis  analysis
(CBC)
Cost effective +/- - ++ + +
Time efficient +/- - ++ + +
Flexibility to include new
- . . -~ ++ +/- ++ ++
price/products combinations
Validity of estimations ++ +/- - + +
Real purchase behavior ++ +/- - - -
Observed choice behavior ++ + - _ +
Individual levels estimations +/- +/- ++ ++ +

(+) + (Strong) advantage
(-} - (Strong) disadvantage
+/- No clear advantage or disadvantage

Within the revealed preference, researchers use either market data or experiments. Market data
others panel data, individual purchases reported by members of a customer panel, and store
scanner data, sales recorded from the retailers. Market data have quite low detailed information,
do not deliver information about consumers’ attitudes, and cannot be used for new product
prediction or inexistent price and product combinations. Experiments can be made either in a
laboratory with a controlled environment to simulate purchase with real money transactions or
in the field (in-store) to avoid artificial conditions issues but less control (Breidert et al., 2006).
Auctions are specific experiments with a system of bids. Participants pay for the product if they
win the auction. Many variations of this system exist, sometimes conducted in the laboratory
and sometimes on the internet (Gall-Ely, 2009). The auction method is largely used in
experimental economics because of the assessment of specific factors, such as brand type or
quality.

There are two main types of auctions that are used in experiments to assess private value for
agri-food products: the Vickrey auctions and the BDM mechanism. In a Vickrey auction, also
known as the second price auction (Vickrey, 1961), the respondent who expressed the highest
price win the auction and pay the second-highest price instead of its price. The more important

bias is the under-estimation of the price that influences negatively the results. Other procedures
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have been invented by drawing by lot the price paid by all participants that expressed a price

equal or superior to the drawn price.

Table 24 Auction Types

Auction type Principles Paid price Winner
Common and well-known, with bidders
English progressively raising asking prices. The last The highest bid  The last bidder

bidder pays the amount he or she indicated.
Simultaneous submission of sealed bids from
auction participants, the person who winsthe  Second highest = The highest

Vickrey

bid pays the price equal to the second-highest  bid bidder
bid.
Random nth Same as Vickrey but the winner is randomly . The bidder with
. The price of n-1 -
price sorted out (n). the n price.
The procedure is the opposites of English The price that
auctions, as asking prices therein begin high has been . .
Dutch and progressively fall until one bidder stops stopped by the The first bidder
the process first bidder
Simultaneous submission of sealed bids from
1st Price Sealed auction participants, w1th.the hlghest.bldder The highest bid The highest
winning the item in question and paying an bidder
amount equal to his or her bid.
The price is All bidders with a

BDM Simultaneous submission of sealed bids from selected higher price than

auction participants randomly (n) n

The BDM method, named after the authors Gordon M. Becker, Morris H. DeGroot, and Jacob
Marschak, is similar to auction methods but selects the random price by random draw. Then,
all the respondents who bid a superior or equal price buy the products. “The use of incentive-
compatible auctions or equivalent selling procedures such as BDM for eliciting willingness-to-
pay has been validated scientifically in the best literature, both theoretically and empirically,
thanks to the ‘induced-value’ methodology introduced by Smith*“ (Muller & Ruffieux, 2011, p.
182). In the case of experiments, a strategy bias is identified (Gall-Ely, 2009, p. 101). This
strategy bias “appears when a person modifies in purpose its answers to influence the survey
results in its own interests” (Gall-Ely, 2009, p. 98) or when the respondent has an objective of

financial gain (VVoelckner, 2006).

The revealed preference includes the possibility of using the hedonic price method. The term
“hedonic” as an analytical concept has been invented by Andrew Court (1939) but has been
seriously used in economics in the second part of the 20" century (Goodman, 1998). The
hedonic pricing approach has been later introduced by Rosen (1974) who presents a model
based on the characteristics of the products. This method analyzes the price structure and the
value of a peculiar product’s attribute. Rosen defined hedonic prices as “the implicit prices of
attributes and are revealed to economic agents from observed prices of differentiated products

and the specific amounts of characteristics associated with them” (Rosen, 1974, p. 34). The
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hedonic price method calculates the price of each attribute. Mostly used for the analysis of the
property assets and automobile market because the characteristics are evident, the method has
been extended to other products, including food products. The divisibility of goods is the
theoretical basis for the hedonistic method. “When goods can be treated as tied packages of
characteristics, observed market prices are also comparable on those terms. The economic
content of the relationship between observed prices and observed characteristics becomes
evident once price differences among goods are recognized as equalizing differences for the
alternative packages they embody.” (Rosen, 1974, p. 54). Quality is perceived as an attribute
of the food product (Waugh, 1929). Two main theoretical questions are addressed in hedonic
literature. First, the relevance of the model to give significant demand responses and market
outcomes. Second, the difficulty of giving a proper interpretation of the results. The quality-
adjusted price index is satisfying in terms of research if interpreted with caution (Griliches,
1988).

We assume that the consumers’ satisfaction depends on the products’ attributes and not the
product itself. In the theory of consumer demand, the good possesses multiple characteristics
in a fixed proportion on which the consumers evaluate their preferences (Lancaster, 1966). This
theory provides a way of predicting future demand for commodities. Firms aim to maximize
their profits, managing either the price, the volume, or another strategy that improves their
profitability (cost reduction). Equilibrium is at the intersection of attributes’ supply and demand
function of the product. This equilibrium defines how consumers value the product and how

the sellers should value their product. The hedonic supply function is expressed by Rosen as
P, (2) = G (Zy,Z5, ... Z,,,Y)

where P; is the price of the product i and Z,, Z,, ..., Z,, are its attributes. Y is an exogeneous-
supply cost-shift variable that corresponds to the customer characteristics. Linear and semi-log
are used for the methodology (Goodman, 1978). Researchers can evaluate the monetary value
conceded for each defined attribute. Valuable information is extracted concerning the weight
of each attribute. The hedonic price approach has been used to analyze the structure of markets,
product heterogeneity, the price structure, the effect of an additional quality on product prices,
and investigate the demand. It relates to willingness-to-pay but does not reveal it entirely,
because the marginal implicit price is also determined by the producers’ offer curve, which
varies with the cost of providing each characteristic. The efficiency of the hedonic price method
has been discussed for varied food products. Nevertheless, several publications use the hedonic

price for raw food products (Chang et al., 2010; Karipidis et al., 2005).
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Within the stated preference, the direct surveys can be addressed to managers and marketing
managers in expert judgment, to have price-responses functions estimates and experts’ feedback
and experience. Mostly, they are addressed as customer surveys but the researchers face an
unnatural focus on price and numerous psychological biases that distort real purchase intention
and consent to pay. Indirect survey methods present products at a certain price and the
respondents indicate if they would buy the product or not at that price. It is either realized with
conjoint analysis, in which the products are referred as a set of attributes or with discrete choice
analyses (also called choice-based conjoint analysis (CBC)), which also decompose the product
into attributes but also estimate part-worths of these levels. They are both largely used in

marketing literature.

A set of studies have been run to determine the real differences in willingness-to-pay estimation
methods. Difference between hypothetical and real willingness-to-pay can be significant if the
payment is real (instead of hypothetical), the perceived competition is high and in case of
purchase obligation for a small part of the participant (Adalja et al., 2015; Voelckner, 2006;
Welsh & Poe, 1998). The hypothetical bias is the most pointed out by the researchers for survey
studies (List & Gallet, 2001; J. L. Lusk & Hudson, 2004). Nevertheless, the results for
hypothetical and non-hypothetical are difficult to compare because the questions and answers
are drastically different. Consumers misstate their actual preferences when they answer
hypothetical surveys (List & Gallet, 2001).

3.2.2 Evaluating quantity as a function of price

Quantity and price are interrelated variables that are key indicators to calculate market-results.
The price premium should not exceed a certain point otherwise it would hurt purchased quantity
(Ngobo, 2011). Pricing must be optimized to establish the optimum price and the most adapted
price structure because market competition is not limited to the price itself, but the price-quality
relation. In the case of saturated markets enabled to increase the sales volumes, the pressure on
price and quality is higher. In any case, an increase in quality for customers may allow the firm
to increase the price without hurting quantity. The pricing process is a system of rules and
methods to the determination of prices (decision making toward pricing...) and entering of
prices (acceptance, competitions..) that can help to increase the sales volumes. The firms must
establish correctly the prices under marketing, sales, and financial concerns, and improve the
price process to improve its profitability (Simon et al., 2006). Cost is also another important

variable to calculate profitability but is perceived by the firm perception and not the market.
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Official quality signs increase operational costs with the hope of a market valorization.
Additional returns should exceed the costs and generate surplus for shareholders. The
assessment of quantity in addition to price unable the calculation of marketing margins, total

margins, price competition and elasticities, market shares, and turnover.

Agricultural economics refers to marketing margins as the profit made thanks to the difference
between economic actors' prices in a supply chain. It is transactional information often used as
a metric to assess the profitability at the store-level (Petersen et al., 2009) The researchers
mostly focus on farm-to-retail marketing margin, which is the difference between the farm
value and retail price. “it represents payments for all assembling, processing, transporting, and
retailing charges added to farm products ” (Wohlgenant, 2001, p. 935). Marketing margins are
often studied from a market perspective taking into account the entire volumes of sales to

understand the fixed and variable expenses, and when possible the cost of the firms.

In the agri-food sector, actors’ independent margins can be affected by factors such as the type
of brands. National brands register a higher margin than private labels, due to the price
competition and lack of loyalty. The price sensitivity of private labels’ buyers decreases the
potential of margin creation, but retailers have a market advantage because they react
immediately to competitors’ price change for their private labels (Bonnet & Bouamra-
Mechemache, 2015). Nevertheless, a price decrease for a high-quality product can generate a
negative influence on the price-quality relationship, and send a negative message in the market.
Gross profit is positively and significantly impacted by the assortment of organic options, and

the breadth of organic and conventional products.

Price elasticities are an indicator of the market structure, competition, and performance
independently of price-increase. Price elasticity and demand are widely used to set the prices
on the market (Dietsch et al., 2000; Gall-Ely, 2009). They “summarize how conditions of the
marketplace (e.g. patterns of prices and promotions) translate into changes in market shares
or sales” (Cooper, 1988, p. 707). Price elasticity is calculated according to the variation of sales
volumes according to price variations, in a log-log econometric model. The method requires a
time series database about prices and quantity of similar products. It states that consumers
demand depends on all available prices in the market and all prices of consumption basket’s
goods. The use of a log-log system calculation based on a general form of the multivariate

model is required:

InY = f(InX;, InX,, InX;, ..., InX,)
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where Y is the egg type sales volumes (dependent variable); and X1 to Xn are different relevant
factors affecting the demand (independent variables). The log-log functional form provides
direct estimates of the respective elasticity of the independent variables to the dependent
variable. It is relevant in a time series data with specific criteria for segmentation and very
useful for demand analysis (Kinoshita et al., 2001). Own and cross-price elasticity are both
interesting and deliver distinguished information. The own-price elasticity highlights the price
sensibility of the product’s customers, and indicate how easily they shift to another quality
range or brand. Cross-elasticity indicates the importance of the studied characteristic in
customers' decisions, and if better offers from competitors can have an impact on the product
market share. Also, cross-price elasticity shows the (non-)substitutability of products and their
characteristics.

Organic elasticities have been found mostly asymmetrical and with heterogeneous results.
Organic, no-pesticides, and non-GM product versions are revealed substitutable in a price
elasticity study (Bernard & Bernard, 2010). Nevertheless, the organic segment switches largely
for the Non-GM option, whereas the no pesticides segment switched to the conventional option.
Also, conventional and organic products have smaller own-price elasticity than No pesticide
and Non-GM options. Bonnet and Bouamra-Mechemache (2015) also found an asymmetrical
elasticity with organic buyers less likely to change to conventional in case of a price increase,
than the opposite. It appears that marketing activities such as the promotion of organic product
hurt more the conventional versions of the same products than the opposite, especially for virtue
products, and even more directly from the farm products (eggs, dairy, meat, and poultry)
(Bezawada & Pauwels, 2013). Organic buyers are less sensitive to a price increase. It is
important to note that elasticity and the related strategy can affect the gross margin and by

extension the financial results of the firms.

3.2.3 The special case of agri-food products

The theory of planned behavior and means-ends chain analysis study the perceived benefit of
each attribute in a product to foresee customer behavior. Means-ends chain analysis generated
the food-related lifestyle, a quantitative approach that focuses on the underlying values as a key
point to understand organic consumption (Shepherd et al., 2005). Each attribute and information
gathered by consumers change their attitudes and behavior. The general attitude toward official
quality signs is mostly positive, with a large majority of consumers who express an interest or

preference for organic products. Nevertheless, the consumers assess simultaneously several
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attributes and information to construct their global attitude toward the product. The multi-
attributes setting for a product changes the consumers’ perception in a congruence effect. The
willingness-to-pay for the whole product is inferior to the sum of each attribute separately,
because the values of each attribute may overlap. There is a double constraint for firms to have
a coherence and complementarity of the attributes. “Firms engaged in product differentiation
to offer higher value-added product must not only constantly seek attributes that are most
attractive to consumers, but also carefully evaluate whether any of those favorable attributes

are competing or conflicting with existing attributes.” (Meas et al., 2015, p. 1064).

The special issue of willingness-to-pay in agribusiness

Lusk and Hudson (2004) identified and detailed three types of specificities of agri-food
products that might affect the success of willingness-to-pay evaluation methods. First,
agribusiness is largely exposed to cross-price effects. In a real situation, consumers face several
products, several quality ranges, and several prices. Cross-price elasticity is a key issue for
agribusiness as consumers can easily compare the purchase option in-store. The hedonic price
methodology seeks the causes of variation in its variation among economic and non-economic
factors. An experiment or a survey can miss an important cross-price effect that changes

thoroughly the hypothetical behavior. Second, the mean willingness-to-pay does not consider

the existence of a niche market which could reveal high profitability and indicate an opportunity

to gain market shares. Finally, customers' heterogeneity must be considered. The marginal

utility of a specific attribute might vary from one population type to another. The information
on customers can be essential in a willingness-to-pay assessment to understand to whom the
firms would gain the most important market segment, and establish relevant marketing

strategies.

Market performance impact: the most important variables

Willingness-to-pay and purchased quantity is influenced by several types of variables. We
classify the variables into four categories: product variables, consumer variables, environment
variables, and demographic factors. The consideration of these variables is important to avoid

overinterpretation.
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Figure 17 Classification framework for methods to measure willingness-to-pay (Breidert et al., 2006; Gall-Ely, 2009)

CATEGORY Effects Reference
Factor

Marketing-mix criteria, such as brand, price, advertisement, or product display, are determinant in consumers’ perception (Ngobo, 2011). The
PRODUCT product itself modify the perception of the other signals and related to different consumers’ perception and concerns (Grunert et al., 2014). The

results of an analysis realized on one food product is barely not extendable to another.

Virtue product

The organic feature has a higher positive influence on customer behavior for virtue food Van Doorn & Verhoef, 2015

One of the determinants for organic purchase is the naturalness of the food, also called cleanliness
Shepherd et al., 2005

Degree of which implies the absence of pesticides and unprocessed food
processing ] - ] -
Unprocessed organic food can benefit from a higher willingness-to-pay (He & Bernard, 2011)
Naturalness Willingness-to-pay for the organic version Bernard & Bernard, 2010
The non-GM and non-organic versions of a product might be a substitute for organic buyers. Bernard et al., 2006
Non-GM
The addition of the premium for Non-GM and No pesticide is equal to the organic premium Bernard & Bernard, 2010
Akaichi et al, 2012; Bauer et al,, 2013;
Taste Generate a repeat purchase Bezawada & Pauwels, 2013; Paul & Rana,
2012
The increase in perceived quality not necessarily increase the purchase intention Larceneux & Renaudin, 2016
Brar.lq anfi Private labels are more likely bought by consumers than national organic brands, due to a lower Neobo. 2011
certification price of private labels, and the price sensitiveness of consumers gobo,
Quality signs offer the opportunity to private labels to be more competitive to national brands Larceneux & Renaudin, 2016
Co-branding effect Lucie Sirieix et al,, 2013
The source of consumer motivations lies in their consciousness and interests in several concerns. For organic food purchase, environment,
CONSUMER health, and social concerns are the most quoted (Hansen et al.,, 2018). The consumers' motivations for food products are often classified

according to their egoistic or altruistic characteristics. The personal considerations are equal for organic and conventional food, but altruistic
considerations are more prevalent for organic purchase (Kareklas et al., 2014).

Health concern Organic is often seen as a better choice for health than conventional food products Akaichi et al, 2012; Hansen et al,, 2018
Food safety Sanitary crisis is a motivation for purchase for food-safety attributes Tsakiridou et al., 2008
Health " . . .
cd t. Influences positively a price premium acceptance Botonaki et al., 2006
consciousness
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Sustainability

Increases willingness-to-act or actual action for sustainability

Paul & Rana, 2012; Tsakiridou et al., 2008

awareness
Second organic consumers’ leitmotif, and one of the most quoted reasons for organic food purchase  Bauer et al., 2013; Bezawada & Pauwels,
by consumers 2013
Environmental When consumers associate organic food with environmental-friendly methods, they are more likely
. Hansen et al, 2018; Kareklas et al., 2014
concern to buy organic food

A determinant of willingness-to-pay only for the first unit of product bought by the consumers, and
non-existent in the case of several units purchase

Akaichi et al., 2012

Farm animal
welfare perception

Modifies positively consumer behavior

Bezawada & Pauwels, 2013; Grunert et
al, 2014; Kareklas et al.,, 2014; McEachern
& Warnaby, 2008

Biospheric value

Willingness-to-pay a higher price for organic products

Van Doorn & Verhoef, 2015

ality sign. . . - e . . -
(?vtareﬁ esg s Can decrease purchase intention and willingness-to-pay because of quality signs misunderstanding  Akaichi et al,, 2012; Larceneux et al., 2012
. . . . - . Akaichi et al,, 2012; Tsakiridou et al.,
Previous The previous organic purchase increases willingness-to-buy organic food 2008
experiences : : : — :
p First-time buyers are more price-sensitive than others Gottschalk & Leistner, 2013
Conventional food dissatisfaction of conventional leads to a higher purchase intention for organic Tsakiridou et al.,, 2008
Satisfaction Organic food satisfaction depends on product availability, amount, and varieties, as well as Paul & Rana. 2012
information delivery about the organic process. '
. . . . . . Aschemann-Witzel & Niebuhr Aagaard,
Price consideration  Influences organic purchase intention 014
ENVIRONMENT The environment of a purchase experience includes a lot of signals sent by the firm and the store at the point of purchase.
Fi . Conducts a positive effect on organic sales Bahadir et al., 2009
irm size - —
Does not conduct a higher willingness-to-pay Schott & Bernard, 2015
Positive influence on organic food purchase if it delivers a message about simultaneously personal
Advertising benefits (more nutritious, more natural..) and environmental concerns (contribute to a cleaner Kareklas et al., 2014; Bahadir et al., 2009
environment...)
Quantity Influences the willingness-to-pay Bertini et al,, 2012

Store location

Isolated stores display less price sensitivity than stores located close to their competitors. Distance
increases shopping costs

Hoch et al, 1995

Price difference

One of the most quoted deterrents for buying organic

Kareklas et al., 2014

DEMOGRAPHICS

Few sociodemographic information is important for the purchase of organic food (Tsakiridou et al., 2008) and has heterogeneous effects

among studies (Brantsaeter et al., 2017).
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Age

Young consumers do not express an interest in buying organic

Tsakiridou et al., 2008)

Young consumers show a low frequency of purchase

Aslihan Nasir & Karakaya, 2014; Bernard
& Bernard, 2010; Jolly, 1991

No significant relationship between age and organic food purchase.

Paul and Rana 2012

education level

A high level of education conduct higher willingness-to-pay for organic quality

Tsakiridou et al., 2008

High and professional education buy more organic products in term of quantity

Aslihan Nasir & Karakaya, 2014; Paul &
Rana, 2012

Educated consumers are also less price-sensitive

Hoch et al, 1995

Urban area Consumers living near towns are more likely to purchase organic food Paul & Rana, 2012
Aslihan Nasir & Karakaya, 2014; Bernard
Gender Women require more information and are more willing-to-pay for organic quality & Bernard, 2010; Grunert et al,, 2014;
Tsakiridou et al.,, 2008
Incomes High incomes conduct higher willingness-to-buy and to-pay Tsakiridou et al., 2008
gggg;;ghljn the Higher is the number of children, higher is the probability of organic purchase Efésvfl? %;386 rard, 2010; Thompson &

Household size

Large families are more price-sensitive

Hoch et al, 1995

Employment

Positive impact on organic purchase especially people with high-level occupations such as
executive and businesspeople

Ngobo, 2011

People with a professional activity prefer buying organic food, especially for public sector
employees and pensioners who have the highest willingness-to-pay

Tsakiridou et al., 2008
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Conclusion of section 1

The chain of marketing productivity represents performance as a domino effect from marketing
actions to financial results. Marketing performance focuses on intangible customer value
creation, customer behavior, and market outcomes resulting from marketing actions. The
measurement of the influence of official quality signs integrates simultaneously qualitative
criteria (environmental concern, producers concerns...) and quantitative data (price, volumes
of sales...) (Le Roy, 2008). The firms elaborate strategies by combining many types of signals
to create firms’ marketing assets and improve customers’ intangible value. The final objective
is to make quality signs a success and to improve the firms’ results (Kirmani & Rao, 2000, p.
76). Market performance is mainly measured with the price and sales volumes. Both variables
act as a turning point between customer price acceptance and financial profitability. Marketing
research mainly conducts attitudinal data collection, but an attitude-behavior gap decreases the
reliability of the studies. For instance, organic food price is perceived too high by consumers,
in contradiction with the self-reported answers that claim the ability of consumers to pay a price
premium for a social or environmental quality increase. The gap is due to a large number of
factors including measurement methodology limits, which hardly reproduce the real purchase
situation (competition, environment, in-store signals...) (Aschemann-Witzel & Niebuhr
Aagaard, 2014; Giraud, 2001). Nevertheless, studies point out a positive influence of quality
signs on willingness-to-pay and willingness-to-buy but under certain conditions concerning the
product, the environment of purchase, and the consumers. These conditions and the existence
of the gap require more investigation to understand customer behavior and market performance

with combined and complementary methodologies.

The marketing-value chain process transforms intangible value for consumers — perception,
attitude — into tangible value for the firms — sales revenues, marketing margins. We retain
official quality signs, brand types, and store types as key signals. Studies revealed a higher
performance for a conventional national brand, but private labels have a better cobranding effect
with an organic label. Moreover, the store type influences the willingness-to-pay because of the
displayed environment, its location, its promotion, price image, its image, and its associated

private labels.



Section 2. Measuring performance: access to reality with reveled data

This doctoral thesis aims to understand the mechanism of intangible customer intangible into
market tangible value. The research model has been elaborated based on the literature review
and conducted to the use of the adapted methodology to increase results relevance and avoid
misinterpretation (1). The field of official quality signs for agri-food products has been chosen
because of the specific history of the organic label and Label Rouge. Both show distinct and

interesting market trends and market influences (2).
1. From the literature review to the research model

The literature review concerning the performance of quality signs shows heterogeneous results
due to the plurality of methodologies and the specificities of each case study. Studies reveal a
positive customers’ performance, but the market performance appears to have been stunted by

a lack of transformation from customers’ value to financial value.
1.1 The research question

Based on the marketing productivity chain (Katsikeas et al., 2016; Rust et al., 2004), this
research focuses on the agri-food market results in marketing actions for social responsibility,
and more specifically the use of official quality signs. On one hand, the consumers demand
higher product quality, food safety, and responsible practices in production. On the other hand,
taste and price are still the most important criteria for purchase decisions. Some specific
segments of consumers are responding positively to quality signs and accept a higher price to
meet their quality expectations. Our research investigates the official quality signs influence
among two other quality signals: brand types and store types. A certain consistency and
commitment among the signals should increase the price acceptance for consumers. We
question the ability of official quality signs to enhance the value of agri-food from two
perspectives: the consumer and the market. The required financial investments for enhancing
the production process are perceived as risky because of the complexity of the consumers’
choice process. The main objective is to give a better understanding of the value creation
mechanism for official quality signs. The studies seek to deepen the understanding of the value

creation mechanism in the market through the research question:

To what extent do official quality signs influence the sales revenues of agri-food

products?

This main research question is divided into three sub-questions:
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» To what extent does the consistency between official quality signs, brand types and
store types enhance value creation?

» To what extent are customers’ benefits from official quality signs transformed into
sales revenue through price and purchase quantity?

» To what extent do official quality signs generate greater profits than the standards
for other quality range products?

1.2 Research methodologies and epistemology

We adopt a deductive approach that consists of reading literature, elaborate hypotheses, and
models in which the theories suits the topic and answer the research questions. The
methodology must test and either infirm or confirm the hypotheses, the model, and the theories.
The methodology which is selected must be appropriate and able to answer the question we
used. The literature in marketing gathers a large amount of research that explores and analyzes
attitudinal data, and more especially the organic label consumers’ value. The researchers
already explored the consumers’ attitudes and self-declared behavior in qualitative and
quantitative surveys. Consumers declare accepting a price premium for organic and high-
quality food, and to be sensitive to information, especially in-store. Nevertheless, the customers
tend to self-declare higher price premium acceptance that they accept in-store, and the high

quality of food products market is not necessarily gaining market shares.

The goals of the research call for quantitative revealed data. The considerable prior knowledge
of the research question conducts to study market data and experimental economics. Moreover,
as we are specifically interested in market responses and trends, the “cold” data are preferred,
as well as a research method that investigates real customers’ responses (Bryman, 1984). The
research design must be consistent with the research questions, the theoretical framework, and

the methodologies that seem the most adapted.
1.3 Research design

The design of the research is elaborated to look at three types of performance: Market
performance, customer performance, and financial performance. Three studies are conducted
to understand better each of them and to observe the mechanism that creates value. The market
data analysis at the retailers’ stage helps us understand the trends and market phenomenon in a
time series. With general trends and observations, we can analyze the influence of quality signs,
store types, and brand types in market price formation, and the role of quality signals and price
in sales volumes. A consumers studies on willingness-to-pay is further elaborated to test the

variables and hypotheses we identified in the market study (market trends and price formation)
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and the literature review on consumers’ attitude (perception). Finally, a study on market data
compare the gross margin formation of products according to the different quality signals, and
more specifically the official quality signs combined with store types.
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Research question:

To what extent the official quality signs influence the market performance, customer
performance and financial performance of agri-food products?

1. Literature review and selection of markets

Theoretical research, research model elaboration and main research questions

Field selection
Research model

\ 4

Literature review

2. Market performance study

Market dynamics analysis — Understanding the trends and price formation

Excel - Market trends
R - Hedonic prices
R - Elasticity

Market data — store scanner
and consumer panels

A\ 4

4. Financial performance study

Marketing margins — Understanding profitability

R analysis — Tobit Model

Market Data — store scanner Excel — Theoretical price

\4

3. Customer performance study

Experiment — Understanding the customers and their behavior

Online Experiment — Auctions R analysis — Tobit Model
Questionnaire SPSS — Data treatment

\ 4

General discussion
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2. Presentation of the research field

Bearing in mind the characteristics that enhance the willingness-to-pay for agri-food products,
we selected the organic Label and the Label Rouge because of their history (1) and their current
place in agribusiness (2).

2.1 The official quality signs system

The actors of food value chains evolve in a competitive environment which encourages them
to create novelty and value. The quality signs are tools that aim to attract consumers and
increase margins with a higher price acceptance. Nowadays, organic and Label Rouge have a
special room in French stores. Both official quality signs show a specific history that built their
notoriety in France. The associated constraints of production control and delivery evolved in
Europe over the decades and contributed to the potential influence of official quality signs in

the market. They are part of marketing productivity and enhance market performance.
2.1.1 History of official quality signs

Label Rouge and organic label are a part of the food labeling rules managed by the European
authorities. These official quality signs imply a political implication and regulation, managed
by the General Direction of competition, consumption, and Fraud control** that follows the
rules from the European Union concerning quality signs. The National Institute of agriculture
of origin (INAO)™ is the organism that spearheads these legal actions (Erreur ! Source du
renvoi introuvable.). The INAO delivers several labels since 1935. It has been created thanks
to a legislative-decree’® and supported the approach administratively, legally and
professionally. Its main mission is to promote and protect the quality, know-how, and
geographical origin of food products, and to create value in the market. The INAO inspired the
European Union (EU). In 1990, the success of the controlled origin (AOC?’) in the wine sector
was conducted to the entry into force of law concerning other agricultural produce, raw or
processed!®. In 1992, the EU developed the concept of protected regional origin (AOP'®), a

European equivalent for agricultural products, including wine from 2009. The AOC products

14 https://www.economie.gouv.fr/dgccrf/Publications/Vie-pratique/Fiches-pratiques/Signe-de-qualite
15 Translated from French “Institut National de I’ Agriculture d’Origine”

16 |_egislative-Decree of 30 July 1935

" Translated from French “Appelation d’origine controllée”

18 Law of 2 July 1990

19 Translated from French “Appellation d’origine protégée”
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became gradually AOP (Institut National de I’Origine et la Qualité, s. d.) to homogenize and
clarify the situation to the consumers. the Traditional culinary specialty guaranty® is another
logo managed by the INAO, often associated with AOP and AOC. This certification protects
the know-how of a regional specialty but the product can be produced outside from the
traditional area. Thus, this indication is not geographical, but signal the respect of cultural
heritage in the production process. These official quality signs are technical and experience
quality signs that are valuing a region or a cultural heritage. They relate to specific literature on
the “country-of-origin effect” which is the value of a specific geographical area because of its
cultural identity, history, or landscape (Abraham & Patro, 2014; Brij et al., 2011; Carter et al.,
2006).

The INAO also delivers the famous organic label and the Label Rouge in France. These two
labels do not refer to location, but other quality dimensions: the environmental quality,
protection of quality know-how, and social quality. We focus on these two specific labels that

are well known in France because they are available in France.

Figure 18: Logo of official quality signs

Label Rouge European organic label French organic Label

CERTIFIE

AGRICULTURE
BIOLOGIQUE

2.1.2 Label Rouge

The first Label Rouge has been created in 1961 by a professional syndicate to distinguish
chicken products in the market. Since that date, numerous plant-based or animal-based products
obtain the official logo of Label Rouge. In 1991, the notoriety of the Label Rouge was already
pretty high with a mean of 81% of the population aware of the label. The poultry sector first
embraced this opportunity. Nowadays, Label Rouge is the most famous label with 97% of
French consumers who know it?!. The Label Rouge gathers 434 specifications (INAO, 2018),
called “cahier des charges”, which deliver all details for the entire supply chain (Westgren,
1999). For example, farmers who produce table eggs with a Label Rouge have commitments

for the type of hens, hens’ food, cross-breeding, animal density in the farm, health, and safety

2 Translated from French “Spécialité traditionnelle garantie”

2L https://www.labelrouge.fr/une-histoire
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procedures, among other criteria®?. It is a voluntary approach that farmers can undertake to
obtain the national sign. The aim is to signal a higher quality compared to similar products
without the label. It indicates a global superior quality, and aim to meet implicit and explicit
consumers demand, but does not ensure a location of production as it can be obtained by
producers outside the European Union. The Label Rouge is both experiential and technical
quality sign. It implies the respect of precise specifications, the control of an independent third-
party, and tasting sections by experts and consumers (Larceneux, 2003). In 2018, the sales
revenues of Label Rouge products is estimated at 1,5 billion euros (including taxes), with a
7.8% increase since 2017. It represents 1.5% of food products sold in France. It is used in the

production of meat and eggs.
2.1.3 Organic Label

Organic agriculture appeared in Europe at the beginning of the twentieth century. This period
is characterized by excess supply and short distribution channels. The organic movement was
driven by ethical considerations. It became stronger in the fifties due to the intensification of
agriculture which used excessively pesticides and artificial fertilizers. In the sixties, the
environmental and health risks associated with intensive agriculture were already defined. The
environmental movement and the concerns about food safety and health became stronger from
the seventies (Latacz-Lohmann & Foster, 1997). Organic agriculture was associated with a new
economic and technical approach on one hand and was perceived as a part of a more global
social project on the other hand (Fédération Nationale d’Agriculture Biologique, s. d.). In the
eighties, agricultural policies emerged, and support the conversion of farms to organic
agriculture. France adopted a proactive approach to organic agriculture with the creation of the
label Organic Agriculture (A.B)?® in 1985. In 1992, the EU allows countries to modify and
supplement the rules made for organic vegetables. France implemented strict rules and included
animal products. The specifications of the Label AB are enriched. In 2009, the European
Council homogenized the label for organic products in the regulations of the 21 October and
displaced the Label AB, which became an optional procedure. Nowadays, European citizens
can find these labels on fresh and processed food, from staple to convenience products. But
they are not the only organic agriculture quality signs, and the official quality sign is entangled

in an intense competition.

22 https://www.inao.gouv.fr/produit/14809

2 Translated from French “Agriculture Biologique”
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2.2 The influence of official quality signs in the market

The public authorities managed the official quality signs to modify the market structure and
create value in the market. They interact in the marketing productivity chain thanks to positive

customer response.
2.2.1 Market mechanism

Official quality signs constitute a promise by the public authorities to create a trustworthy
alternative to intensive agriculture (Guérin, 2017) and launch the marketing-value chain. Some
quality signals can substitute each other to achieve better performance or avoid expenses. They
can discharge the farmer to invest in the label obtention process (Veldstra et al., 2014). For
instance, in the case of direct sales, producers who farm organically are not required to invest
in the label, because the relationship between farmers and buyers generate trust. This voluntary
labeling system may affect competition intensification and impedes the positive outcomes for
consumers, such as lower prices and innovation (Bonroy & Constantatos, 2008). Labeling is
part of a tactical marketing action including many signals. Marketing tactics are central in
attracting and retaining consumers by creating customers' value. The market responses should

be higher price acceptance and volumes of sales.

2.2.2 Generalities

The organic label and Label Rouge markets evolved differently and present two distinct
segments. They are not similar in their market trends and the customers respond differently to

the stimuli.

General market trends

In 2018, France was the second biggest organic market in Europe with 9.7 billion of revenues,
behind Germany (10.9 billion). Other countries register a stagnation (the United Kingdom) or
low growth (Sweden and Italy). The exponential growth rate in France shows that organic
continue creating market opportunities (Agence Bio, 2016, 2019b). In 2017, the Label Rouge
represented 1.5 billion euros, mostly due to the poultry sector. The dairy sector registers a small
rate of growth for Label Rouge compared with geographical indications. The meat sector,
except poultry, recorded a growth of 10% in sales volumes, with a high rate for pork and sheep
products. Beef decreased slightly. The Label Rouge shows a positive rate of growth for cured
meat products. We note a significant growth for vegetables and seafood with the Label Rouge

(INAO, 2018). The growth of organic and Label Rouge products is related to the availability of
136



the products. For organic products, the supermarkets are leaders (49% of total sales), followed
by specialized stores such as organic stores (34%) and direct sales (14%). The delicatessen,
restaurant, and convenience stores play a small role in the organic quality food chain (5%). The

organic quality represents 4.8% of market shares for these distributors.

Figure 19. Evolution of organic sales revenues per distribution canal since 2011 (Source: Agence Bio / AND-
International 2019)
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If a quality range is dominant on the market, it could make it difficult for the other quality range
to increase its market shares (Cruz & Boehe, 2008). We wonder to what extent official quality
signs can compete, and if the sectors that already show a large organic or Label Rouge market

share can make some room for the other quality signs.

Consumers and official quality signs

Official quality signs are very well known by French consumers. In 2018, the Label rouge was
the second label with the highest rate of trust for French consumers (83%), right after the
organic label (88%). Both labels include credence and expectations from the consumers.
Concerning organic agriculture, science faces difficulties to assess the real health outcomes.
Indeed, the comparisons between organic and non-organic consumers are complicated because
of the healthier global lifestyle of organic consumers (Brantsater et al., 2017; Shepherd et al.,
2005). This lack of proof and the inability of consumers to evaluate themselves the benefits,
make the label a credence quality label. According to the International Federation of Organic
Agriculture Movements (IFOAM) (Principles of Organic Agriculture | IFOAM, s. d.), organic
agriculture has four principles: health, ecology, fairness, and care. Also, consumers make
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confusion between organic and ecological logos, natural product mentions, and brands
(Larceneux, 2003). But despite a biased perception of the organic label criteria and benefits,
92% of French consumers declare that the organic label influences positively their purchase.
Consumers purchase mostly organic quality for grocery products (23%), fresh fruits and
vegetables (19%) and dairy products, and eggs (17%). In a study conducted in France in April
2016, 91% of the consumers declare that it encourages the purchase (INAO, 2016). Studies
revealed a global positive attitude toward organic quality increases the purchase intention. In a
survey conducted by the “Agence Bio” (2018), the French organic agency, 43% of the
respondents declared buying more and more organic products, and 28% declared that they
diversified their point of purchase. They record a dynamic for higher quality products. But
consumers show some restraint to buy organic products. The price is the third most important
criteria after the taste and the French origin of the organic product. It is the first criterion for
57% of organic consumers, whereas 62% of non-organic consumers use the price as the first
criterion in the food purchasing decision. The price of organic products is an important variable
in the purchase decision for 91% of organic consumers. The consumers claimed that they
changed their point of purchase for organic food (39%). Their motivations are diverse and
include mainly the will of turning to local producers, the better organic offers, the new offers
in convenience stores, and the product quality. For 28% of the respondents, the availability of
organic products in conventional stores encouraged their purchase. They are willing to find
more organic products in artisans and local stores, especially respondents between 50 and 64
years old (57%) in the French region of Occitanie (59%). For organic consumers, the
unavailability of the product in their usual point of purchase is the second most important
obstacle in purchasing organic, after the price. Only 5% of the organic consumers declared that
they changed their purchase location to get a better price. This information is pointing out the
importance of the point of purchase in the organic purchase and the price in an organic purchase
decision. The point of the purchase offers organic products at different prices. They use the
price acceptance to make margins, and by extension make the product more profitable. The
association “UFC Que Choisir” denunciated the large margin on organic that is estimated at
75% larger than conventional products®*. The excessive margin capture of some economic

actors in the organic sector is a hot topic in France.

2 https://www.lemonde.fr/planete/article/2019/08/22/les-marges-de-la-grande-distribution-75-plus-importantes-
sur-certains-produits-bio-selon-ufc-que-choisir_5501626_3244.html
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Concerning the Label Rouge, a blind test has been conducted on a salami product in-store, with
and without indications. The experiment did not prove the higher hedonistic quality of the Label
Rouge product, and consumers gave a better grade to Label Rouge products only with the
information about the official quality signs. The experiment shows the influence of credence in
the taste evaluation of a product (Giraud, 2001). We note that experience attributes are
evaluated by consumers after purchase. If the product does not meet the expectation of
consumers, there is a risk that customers do not repeat purchases.
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Conclusion of section 2

Based on the literature review, we identified a research question that must be answered to
complete the literature and understand better the mechanism of value creation along the
marketing-value chain due to official quality signs. We selected the Organic Label and the
Label Rouge because they are both signals for credence quality and are related to know-how
and production processes independently of the country-of-origin effect. Moreover, they are
elaborated by the public authorities to create more value in the market. This liberal and political
strategy is implemented in a corporate social responsibility development, to respond to new

social, environmental, and health concerns.

The main objective is to assess the ability to turn the customers’ benefits into market value,
reflected by sales revenues — price and sales volumes. We also integrate into our research the
importance of consistency with other quality signals, namely brands and retailers. The
marketing literature largely explored the results of marketing actions with attitudinal data, and
identified hypothetical financial performance. We adopt a hypothetico-deductive method and
formulate hypotheses. To answer our questions, quantitative methods are the most adapted for
several reasons. First, the exploration of consumers’ perceptions of high quality in food
products has already been often conducted. Second, we move away from attitudinal data and
focus on revealed preference to assess real market results with economic indicators. Finally,

because we work on mature markets, market data are available to establish a market overview.

We elaborate on three studies to investigate market performance according to quality signals.
We use real market data from store scanner data and consumer panels to explore price formation
and marketing margins. Then, we conduct an experiment to analyze customer behavior,

observing price acceptance, and purchase decisions.
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CONCLUSION OF CHAPTER 2

Firms’ performance is a central concern for managers to increase their profitability and
viability, and researchers to understand the mechanism of success. The ability to foresee
marketing actions performance protects from market failure, but performance is difficult to
measure. Among the plurality of concepts that have been developed, the chain of marketing
productivity draws a theoretical design of the influence of marketing actions on several
performance dimensions. The mean-end chain starts with marketing actions and generates
customer responses (perception, attitude), market effects (competitiveness, price, sales
volumes), accounting results (sales revenues, gross margins), and financial benefits (ROA,
shareholders revenues). Marketing research focused on customer intangible value created by

quality signals, but a gap between the intended behavior and market results has been detected.

The official quality signs are marketing resources that firms use to enhance customers'
performance such as perceived value or quality. The creation of new customer assets influences
customer behavior, especially two main variables that modify the product market results:
customer willingness-to-pay and purchased quantity. Price and sales volumes increase are two
indicators of market performance that lead to financial results. Following the 3C-SR model of
performance, we assume that one signal alone is not sufficient and must be associated with
other quality signals that present a similar commitment, good coherence, and represent
consistent connections. All in-store information must be coherent to send an efficient message
and generate higher performance (Zeithaml, 1988). We focus on the Organic Label and the
Label Rouge, two official quality signs supported by public policies to increase the value of
high-quality agri-food products, and suppose that their market performance depends on the

associated brand type and the type of store where it is available.

We designed a doctoral study based on revealed data to fill in a multifactorial gap between self-
declared preferences and the market trends (Aschemann-Witzel & Niebuhr Aagaard, 2014).
The product-market performance is assessed with market data and experimental economics
focusing on price and quantity as key indicators to evaluate price formation, product elasticity,

marketing margins, willingness-to-pay, and price acceptance.
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Key elements

Marketing performance is designed as a mean-end chain

Marketing actions performance is evaluated according to related
customers, market, accounting and financial results

Customers intangible assets can be transformed into tangible results in
the marketplace

Price and sales volumes are key product-market performance indicators
Official quality signs are marketing resources for the firms

Official quality signs are used in marketing actions to influence product-
market performance

A quality sign alone is not sufficient and must be associated with other
consistent quality signals

The set of quality signals must have similar commitment, good coherence
and show consistent connection to generate positive results

Price and quantity can be measured by several methods:
o Quality attributes performance (hedonic prices)
o Purchased quantity (sales volumes)
o Price-elasticity
o Marketing margins
o Customer willingness-to-pay (maximum price consented by customer)

o Customer willingness-to-buy and purchased quantity

This doctoral aims to answer the following main research question:

o To what extent do official quality signs influence the sales revenues of
agri-food products?

And three sub-questions:

o To what extent does the consistency between official quality signs, brand
types and store types enhance value creation?

o To what extent are customers’ benefits from official quality signs
transformed into sales revenue through price and purchase quantity?

o To what extent do official quality signs generate greater profits than the
standards for other quality range products?
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CONCLUSION OF PART 1

The use of quality signs is embedded into the desire of signaling responsible practices in the
marketplaces. Corporate social responsibility has a long history and pushes the firm to act "in
relation to business ethics' fulfillment that includes corporate obligations and commitments to
society.” (Lussier 2000, Ferrel and Geoffrey, 2000). Corporate social responsibility is a joint
and voluntary approach of business to maintain benefits for all stakeholders and responds to
public pressure and social expectation (Wang, Chen, Yo, Hsiao, 2015). According to the 3C-
SR approach, social responsibility must show a global coherence between the resources to
generate higher performance. The quality of a product has no significant influence on
consumers in case of a low corporate social responsibility implication, but as a significant
positive effect when the implication is high (Mohr & Webb, 2005). Quality signals must show
a certain commitment (involved in CSR — quality signs), connection (between brand values,
quality signs values and store values), and consistency (store image — brand image — quality
sign image) to maximize the results. The marketing-value chain presents the performance of
marketing in a mean-end chain. The marketing actions’ results can be assessed on customers
(perception, attitude), market (competitiveness, price, sales volumes), accounting (sales
revenues, gross margins), and finance (ROA, shareholders revenues).

Official quality signs are quality signals managed by public authorities to enhance the high-
quality agri-food product performance by reducing the information asymmetry. Organic label
and Label Rouge are two official quality signs that signal specificities in the production process
with environmental and socially responsible practices. They both are common in stores and

well-known from French customers.

We call into question the influence of these official quality signs in market value creation. Based
on the literature, we suggest that the official quality signs must show commitment, connection,
and consistency with two main other quality signals — the brand type and the store type — to
generate positive results. To complete the literature, we elaborated studies to assess
performance with several types of revealed data. We want to analyze market data — from store
scanner data and specific consumer panels —, and economic experiments to observe and

understand willingness-to-pay and purchased a quantity of customers.
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FIRM'S RESPONSIBILITY, QUALITY SIGNS AND MARKET PERFORMANCE -
ATHEORETICAL APPROACH
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Figure 20. Theoretical model of value creation for products with official quality signs
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PART 2. QUALITY AND VALUE: THE ROLE OF PRICE AND
QUANTITY — AN EMPIRICAL APPROACH

The first part of this doctoral thesis was dedicated to the understanding of the market and
financial results of marketing actions, with a focus on value creation and price. The objective
of the second part is to understand the theories and the mechanisms of value creation. The main
purpose is to understand to what extent official quality signs create market value. In a positivist
approach, we consider value from a market perspective and analyze market price and market

sales volumes. We conduct three empirical studies.

The first chapter focus on price and quantity at the store level. We analyze the market
performance of table eggs with the use of market price, purchased quantity in the percentage of
the total sales, and analyze market trends for several quality ranges of the products and market
shares. We have a quick look at the brand type effects in the preliminary analysis. With the use
of the hedonic price method, we identify the most important characteristics in price formation

and to know if the type of store is significantly modifying the value of products.

The second chapter examines in detail the value distribution along the value-chain of oven-
ready chicken with standard and Label Rouge quality, and table eggs with organic and non-
organic quality. Based on the market price at several levels, we identify how stakeholders
generate a better market performance. The analysis is made with the use of price increase along
the chain, the theoretical price of official quality signs, and the analysis of marketing margin

formation for official quality signs and retailers.

The third chapter aims to understand the value creation of organic label and brand type for fluid
milk from a customer perception. We elaborated an experiment made of an experimental
auction combined with the assessment of purchased quantity, and a survey to assess the
perceived value, the role of spirituality in credence quality, and the influence of demographics

characteristics, usually purchased products criteria and reference price.

We verify the mechanisms of marketing productivity chain with the 3C-SR approach of
corporate social responsibility performance. The current part investigates the consumer demand
and product valorization from a market perspective, and investigate to what extent customers

create value for quality criteria.
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PART 2.
QUALITY AND VALUE CREATION: THE ROLE OF PRICE AND
QUANTITY - AN EMPIRICAL APPROACH
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CHAPTER 1. THE INFLUENCE OF QUALITY SIGNALS: A
CONSUMER DEMAND APPROACH

This first chapter aims to unravel the influences of official quality signs on the market price and
sales volumes, highlighting the market performance of the labels among other information. We

answer three main questions:
- To what extent high-quality products generate market performance?
- How consumer demand estimate the financial value of official quality signals?
- How consumer demand reacts toward official quality signs?

The first section justifies the market approach and the field of research, before presenting in

detail the databases and the methodologies that are used to answer the sub-questions.

The second section of the chapter is dedicated to the data treatment and results. First, we
conduct preliminary analyses to identify market trends and measure market shares for quality
range, official quality signs, brand types, and store types. Second, we use the hedonic price
methods to assess the importance of criteria in price formation. We complete the analysis with
the calculation of elasticity among the quality range.

The conclusion of the chapter contains the discussion and limits of the results.

Figure 21 Theoretical marketing chain productivity: a study of the relationship between marketing resources and
product-market performance
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Section 1. Methodology

The choice of the methodology is central because it can lead to contradictory findings if not
adapted (Aschemann-Witzel & Niebuhr Aagaard, 2014; Giraud, 2001). The market approach
is complementary to current literature and the table egg market is well adapted to the research
question (1). We use a set of databases that deliver an interesting market overview (2) to conduct

two types of complementary analysis (3).
1. Justification of a market-based approach on table eggs

The availability of official quality signs products expanded the past decades among natural,
ecological, healthy, and fair certifications. Supermarkets included new quality ranges in the
retail competition to meet the consumers' demand. To understand the complexity of the market,
we use economics methods with store scanner data and consumers’ panel data to explore the
market dynamics and the mechanism between official quality signs (1). The table egg market
presents several criteria that make the product an interesting case study (2).

1.1 The use of economics methods in market analysis

Standard microeconomic theory considered the consumers’ choice as a consequence of
maximize utility consideration. The method presents the pros and cons to analyze the markets
(1). The value of the similar products available in the market depends on the consumer
perception of the mix of quality attributes of each substitutable product. Credence quality is
part of this quality mix. The demand analysis can be assessed with economic methods that avoid

the biases of hypothetical data (3).

111.  Contributions and limitation of economics

In the eighties, the marketing was dominated by the neoclassical paradigm with a focus on the
marginal analysis, utility maximization, and market equilibrium (Arndt, 1981, p. 45). The
neoclassical perception is based on unrealistic assumptions, such as perfect information and
rational behavior. The neoclassical price theory does not consider the social context
(sociological bias) and consumers’ behavior (psychological bias). The lack of consideration of
individuals and social factors in economic studies lead economists to incomplete and erroneous
results. Economists consider a perfect competition model that assumes easy and free to enter
and leave the market and complete information about the market conditions. If assumptions are
not applied, the market is considered as a failure. Neoclassical techniques are inappropriate

because the results are relevant in very specific cases, and implies that agents are repeatedly
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exposed to a similar situation, without variation over time. “People don’t go through expected
utility calculations before every action, they just act as if they do.” (Berger, 1989, p. 223). The
imperfect information failure has been widely studied in the literature, and the importance of
information about the product quality is running the market. “The difficulty of distinguishing
good quality from bad is inherent in the business world; this may indeed explain many economic
institutions and may in fact be one of the more important aspects of uncertainty.” (Akerlof,
1970, p. 500). The economists investigated the failures and started to consider external variables

to understand the market price formation.

Micro-economics methods are relevant to analyze established markets with several products’
quality and similar options. “Its [Econometrics] main object shall be to promote studies that
aim at a unification of the theoretical-quantitative and the empirical-quantitative approach to
economic problems that are penetrated by constructive and rigorous thinking similar to that
which has come to dominate in the natural sciences” (Frisch, 1933). Economists assume that
consumers are conscious of the physical and nutritional health criteria of agri-food products.
Economic methods are used to observe and measure the market response to firms’ actions. The
store scanner data are available at the aggregate level. They reflect the market structure and the
price-response functions and competition dynamics but have limitations in terms of details
(brand, quality range) (Breidert et al., 2006). The consumers’ panel, depending on its data

collection protocol, can deliver information about the consumers’ choice (brand, quality).

11.2.  The interest of non-hypothetical data

Non-hypothetical data are relevant for exploring the market but must be interpreted with the
assumption that all information is not known by consumers, social and psychological biases
influence the consumers’ decisions and that competition is not necessarily based on price and
cost (availability of similar products at several prices shapes the market situation). Market data
should reflect the market results that have been identified in hypothetical surveys.

The observation and analysis of the price premium with market metrics instead of consumer
metrics avoid the biases associated with hypothetical responses and unrealistic scenarios
(Breidert et al., 2006). A non-hypothetical study situation is supposed to be less influenced by
a desirability bias. Real data also estimate competition and price adjustment (Gabor et al.,
1970). Nevertheless, we note that non-hypothetical data are influenced by the market price

itself, budget, or real necessity of purchase (Ginon et al., 2014). The interest of the study is not

149



the customers’ segmentation and understanding of personal variables that must influence their

choice.

Market metrics reflect the market dynamics and the combined results of price, quality signals,
and sales volumes. Regardless of the customers' diversity, we assess the significance and the

strength of these relations.
1.2 The table egg market

Table eggs are animal products with both labels easily available in the market and are well
known from the French consumers. The product is perceived as virtue food without industrial
processing (Shepherd et al., 2005; Van Doorn & Verhoef, 2011) which are supposed to be
favorable criteria for market performance (He & Bernard, 2011). Moreover, table eggs are
commonly purchased products with a specific public policy that shapes the information in the
market (1). The market became highly differentiated and dynamic in response to new

consumers’ concerns, in particular social interests and environmental awareness (2).

1.2.1 Specificities: A context of quality awareness through a strong public policy

In response to the intensification of animal product production, the European institutions
developed new policies regarding animal production diseases, sustainable intensification, and
animal welfare. The objective of any labeling system developed and delivered by the public
authority, is twofold: ensuring and protect the consumers, and establishing consistent standards
for the market. They elaborated a official marking system to meet new consumer concerns about

technical assessments of farm animal welfare.

Figure 22 Farming method and official quality signals (based on Regulation (EEC) No 1274/91 and the Regulation
(EEC) No 2092/91)

Farming Density (hens per Hen food Contcr.ol b.Y the
Code Type of farm P certification
methods square meter) specificity
agency
o] Organic Free-range 6— ground floor Organic Yes
1 Label Rouge Free-range 9- ground floor Cereals Yes
1 Free-range Free-range 9- superimposed floor None No
2 Barn Indoor 9- superimposed floor None No
3 Battery Indoor 13- superimposed floor None No

Each code dovetails with a list of minimum standards per production method. The code is
directly printed on each egg and gives information about the country, the producer, and the
method of production to allow consumers and stakeholders to get information. The French
market split the free-range category into two sub-categories: the free-range without the Label

Rouge, and the free-range with the Label Rouge. The obtention of this official quality signs in
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addition to the egg code requires specificities in terms of production methods (hens’ food,

available space indoor and outdoor,...).

Following the liberal and optional perception of social responsibility, the public authorities did
not enforce measures but made mandatory information in the market. The market benefits from

a homogenous information situation concerning the production process and product quality.
1.2.2 Generalities

Following the new consumers’ concerns and new legislation, the offer for alternative
production methods increased and developed general market trends (1) with new consumer
behavior (2). The table egg market has already been studied in marketing research (3).

General market trends

France is the first European egg producer in Europe but the market equilibrium is precarious
because of the sanitary security that requires animal turnover (Les poules pondeuses | ITAVI,
s. d.). Since 2000, there is a shift from the battery to alternative production methods (barn, free-
range, Label Rouge, and organic) due to the new European directives. It caused a decrease in
the French production between 2000 and 2012, and the market faced a unique difficulty in
2012-2013. The egg market has been interrupted but rose from 18% in 2006 to 33% in 2016.
Since 2002, the alternative methods of production register a positive evolution (ITAVI, 2015).
In France, the laying hens are the second sector with the highest part of organic production
(10,1% in 2017), right after honey production (15,3% in 2017) (« Chiffres de la bio en France
- Agence Francaise pour le Développement et la Promotion de 1’ Agriculture Biologique -
Agence BIO », s. d.). The sales volumes of eggs increased by 1,9% in conventional stores
between 2017 and 2018, and the sales value increased by 3.5% in the same period (Les chiffres
clés, s. d.). This difference between volumes and value is explained by the increase of
alternative egg sales despite a price premium. Between 2006 and 2015, the barn method
increased by 152%, the free-range increased of 52%, the Label Rouge of “only” 35%, and the
organic shows the best increase with 132% (ITAVI, 2015). These new trends contribute to a
better profitability and value creation. “interesting finding emerging from our analysis is that
the retail price premiums observed for cage-free and free-range eggs appear much larger than
the estimated cost differences at the farm level.” (Chang et al., 2010, p. 421). The marketing
input is aimed to create financial value along the value chain. Responding to the new concerns

of society and some non-governmental organizations, some stores and brands decided to stop
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the distribution of battery hens since 20142°. Moreover, the French government claimed several

times the wish of prohibiting the sales of battery hens’ table eggs?®.

Consumers and table eqqgs

Eggs are largely consumed with a mean of 248 eggs per year per French consumers (including
egg products - processed food) (Guibert & Victoria, 2010). An interesting fact is that the
consumers are not able to differentiate the production method by tasting, as it does not affect
the product (Guibert & Victoria, 2010). Eggs are credence goods that use labeling to signal
quality (Roe & Sheldon, 2007; Nelson, 1970). Several studies in marketing and economics
investigated the consumers' preferences according to environmental, technical, and social
quality. The ethics of each production method is assessed by consumers, according to their
interests, lifestyle, opinions, and attitudes (Funk & Phillips, 1990). According to Funk and
Phillips (1990), the egg market presents four segments.

Table 25. Consumer segments in the table egg market (Funk and Philips,1990)

Consumers type Profil Concerns Marketing levers
. . Health; .
Disinterested - cd t ' None (promotion so not
Dislike eggs. medical .
consumer stimulate purchase
factor.
. High response potential to
Casual egg user No reason for not using more eggs X g P P

market promotion

Anxiety about health, perceive
Health-conscious  benefits for egg consumption, Health
strong family orientation
Family-oriented; predisposed to buy X Information about new egg
eggs; cannot increase their demand use.

The consumer demand for eggs has changed, and the segmentation might be refreshed with new

Information about health
and nutritious criteria

Enthusiastic user

criteria, such as environmental and social consciousness criteria. An important survey has been
conducted in 2013 by the agency Consumer Science and Analytics (CSA - « Perception et
consommation des ceufs en France », 2013) and delivered valuable information about egg
consumption. French consumers support alternative breeding?’. The production method is the
second concern of consumers, after the laying date. The type of production method is more
important for consumers below 49 years old than people over this age. Only 15% of consumers
declare to do not pay attention to the production methods, and 49% claim buying mostly free-

range hens’ eggs. Product origin is an important criterion for 89% of consumers, and table eggs

2 https://www.1214.com/distributeurs-bannissant-oeufs-batterie
26 https://www.ovocom.fr/interdiction-des-oeufs-de-batterie-la-promesse-en-trompe-loeil-du-gouvernement/

27 https://oeuf-info.fr/infos-filiere/les-chiffres-cles
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come almost entirely from French producers. Even though it has been proved to be inaccurate,
79% of the consumers think that the production method influences the taste of the eggs
especially seniors (over 65 years old). Consumers have two main sources of information to
make their purchase decision. They mainly focus on in-store information (price ranges, marks,
store types, and brand types) and their personal beliefs towards animal welfare, healthcare,
environmental and social concerns (Shepherd, Magnusson, & Sjodén, 2005). Price is the third
most important criteria for consumers after the laying date and the production method. More
than 80% of consumers buy eggs in supermarkets or hypermarkets, and 6% in specialized
stores. Direct sales (either local farms, neighbors, or personal hens’ production) represent 33%
of the respondents, whereas the convenience stores (market, butcher, dairy-delicatessen

business...) record 25% of consumers.

Table eggs are non-expensive animal products compared to meat and fish but show large price
differences in the market. The consumers shift from battery eggs to higher quality, involving
acceptance of a price premium, and manly purchase the products in supermarkets and
hypermarkets (51%) (See appendix 3 and 4).

Previous studies on egg prices

Table eggs are adapted to hedonic price and elasticity methods of measurement. The market
data must show several quality ranges with easily distinctive criteria. The quality range must
be discretely identified by the customers and appears in the market database. The case of eggs
interested the academics because of its heterogeneity, its trends, and its credence quality.
Previous studies investigated the hedonic price and the willingness-to-pay for table eggs

according to various criteria.

Batlzer (2004) conducted a study in Denmark using detailed scanner data from a major retailer
to assess the elasticity of egg varieties. The consumers were found conscious about food quality
and safety. The market might be too narrow to support a large number of varieties, and may
confuse the perception and lead to a biased purchase choice. The varieties were found
substitutable (barn, free-range, organic) except for pasteurized eggs, maybe because there is no
safe substitute. The health motive shows a lack of elasticity with social and animal welfare

motives.

Karipidis and al (2005) conducted a hedonic price study for eggs, based on data obtained from

labels of eggs packages found on the shelves of representative retail shops in Greece. The most

important motives are egg size, omega3 enrichment, package appearance, and the poultry
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feeding system, either organic or free-range. The retail chains reduce egg retail prices and
weaken bargaining power for producers. The marketing mix is supposed to have an effect on
willingness-to-pay, and improve competitiveness. The quality-control system is found
positively impacting the expected influence on price. The study was conducted the year of the
European directive implementation, in 2004. The authors suggested that “additional policy
measures must be implemented in order to improve the quantity and quality of information
provided to consumers and product promotion through mandatory implementation of quality-
assurance systems such as HACCP?®” (Karipidis et al., 2005, p. 72). The authors consider that
uncertainty reduction implies risk reduction stemming from consumption, and influence

positively the consumers' behavior.

Chang and al (2010) analyzed prices of several varieties of eggs using retail scanner data in the
U.S. They calculate the hedonic price with the semi-log Rosen model. The results revealed a
high price premium for cage-free (including barn and free-range eggs) and organic quality, but
a small market shares for such products. The calculation of the implicit price of egg
characteristics is valuable because it indicates whether the investment in a certain type of

production system is profitable, and can help to foresee the potential impact on market prices.

Another study on Danish willingness-to-pay has been conducted by Andersen (2011) to
estimate animal welfare influence. Primary and secondary data have been used in a household
level panel combining real purchase data and survey data on different types of eggs. He used a
mixed logit model to evaluate the marginal willingness-to-pay. They used the least-square
method. Two models are used to assess the results with and without the perception of animal
welfare. In both models, organic eggs have the lowest mean willingness-to-pay but the highest
standard deviation, because the population willing to pay a price premium higher is bigger for
organic eggs than other egg types. The results show that barn and free-range eggs are closer
substitutes than the barn and organic types. Free-range and organic are close substitutes as well.
Animal welfare has a significant effect on willingness-to-pay. The purchase of organic eggs is
not solely driven by private motives (safety) but also altruistic motives. Nevertheless, the effect

of animal welfare on predicted purchase shares is relatively small.

2 HACCP is a preventive system assuring the safe production of food products. The application of HACCP is
based on technical and scientific principles that assure food safety.
Source: https://food.unl.edu/introduction-haccp-training

154



Nevertheless, conventional cages for hens (battery) are not attracting consumers anymore. A
study conducted in the U.S (Ochs et al., 2019) assessed the consumers’ willingness-to-pay for
several quality attributes with a choice experiment (hypothetical survey). The survey did not
concern the high-quality production process (organic, free-range...) but only lower quality hen
housing systems. In the experiment, they used videos to inform about the hens’ housing
conditions for the conventional system (battery), enriched colony (special cage system), and
cage-free (barn). The results show that the housing system (battery, cage-free...) has an
influence, especially when the housing information is clear to consumers. The information
about housing lowers the willingness-to-pay for the enriched colony and cage-free housing. The
certification agencies' verification of quality increased the willingness-to-pay, especially with

the video information.

In these studies, one of the limits is that consumers may confuse barn and free-range hens’
products. The lack of understanding regarding the production system includes the hens’ living
conditions and the environmental impact. “With the lack of knowledge regarding the
specification of the free-range label coupled with the high price relative to the closest
substitutes, quality-conscious consumers tend to choose either barn eggs or organic eggs
instead.” (Baltzer, 2004, p. 86)

Information is crucial, especially because the market offer bundle attributes and redundantly
label attributes. For example, an organic product is both cage-free and free-range, and the color
of eggs in the U.S gives information about the type of feeding (Chang et al., 2010).
Nevertheless, the “increase in information quantity does not always bring more transparency
about the production methods. On the contrary, information overload can turn out to be as
detrimental as the lack of reliability of data” (Bismuth et al., 2018, p. 371). The third-party
verification is also bringing value with a higher willingness-to-pay. The certifying entity is

considered important to consumers in the United States.
2. Databases

The demand analysis aims to investigate the influence of official quality signs in a multi-signals
market. We describe meticulously the three databases (1) and present descriptive statistics (2)

to offer a market overview.
2.1 Presentation

The study is based on three databases to trace the outlines of the table egg market. Two

databases come from Kantar Consumer Panels with a verified data collection process that
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ensures the market data. Databases are independent and show the same market from a different
perception. They present the price (in euro) and the sales volumes (expressed in percentage of
the market) either according to the quality range (battery, barn, free-range, Label Rouge,
organic, no sign) or according to the brand types (national brand, private label, discount brand,
no brand). The third database from “Les Réseaux des Nouvelles des Marchés” (RNM) is store
scanner data with the price of organic and non-organic table eggs in three store types (HSMKT,
discounts and specialized stores). The three databases are presented meticulously in this section.

2.1.1 The Kantar WorldPanel Database

The first database is an economic indicator ordered by FranceAgrimer, a national institution for
the agriculture and maritime sector, operating for the French ministry of agriculture. The study
is conducted by the World Panel Kantar, an international private institute dealing with consumer
knowledge and behavior, and insight based on continuous consumer panels. Kantar WorldPanel
if part of the Kantar Group, of the Data Investment management Division of WPP Group.
Kantar Worldpanel conducts market monitoring, advanced analytics, and tailored market
research solutions that enable them to analyze what people buy, what they consume, and the
attitudes behind behaviors. They elaborate market analyses to generate databases and precise
market watch. Their data collection and studies are used by several private and public institutes
to gauge the economic environment. Their clients include brand owners, private label
manufacturers, agri-food producers, suppliers and retailers, market analysts, and government
organizations. Kantar Worldpanel data that we use in this thesis are household food
consumption data in metropolitan France. They conduct several studies on the agri-food market,
especially the fresh egg market. They published 13 reports per year, one per month plus one at
the end of December to complete the yearly overview. We extracted data of products that

contain descriptions of the fresh egg market. They are composed in two separate files.

In the first database, we find information about six quality ranges, including the four quality
ranges of the European nomenclature. The free-range category is split into two categories: with
the Label Rouge and without the official quality sign. Finally, the last category is gathering the
eggs without a sign, due to a direct sales market, inability to know the origin, other alternative
purchase places, or personal hens’ production. The database gathers information from January
2012 and December 2019, in 103 observations.

The data present the price in euros for a hundred eggs and the volume of sales in percentage.
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Table 26 Quality range segmentation of the fresh eggs market: prices and volumes from Kantar WorldPanel (unit:
100eggs)

EU Number 3 2 1 1 0 N/A
Type Battery Barn Label Rouge Free Range Organic No Sign
o Mean 14.36€ 17.02€ 31.06€ 23.55€ 32.95€ 24.16€
&  December2019  13.70€ 17.50€ 30.90€ 23.60€ 33.10€ 26.50€
é Mean 50.08% 3.04% 6.51% 20.86% 9.51% 9.89%
§ December 2019  33.70% 8.80% 6.70% 28.80% 14.40% 117%
Number of
. 103 103 103 103 103 103
observations

The second Kantar database presents the egg market according to its brand types: national
brand, private brands, discount brands (including hard discount), and the product with no brand.

The database contains 75 observations from January 2012 to October 2017.

Table 27 Brand type segmentation of the fresh eggs market: prices and volumes from Kantar WorldPanel (unit:
100eggs)

National Private Discount No Brand
g Mean 23.10€ 21.69€ 11.33€ 16.14€
v October 2017 25.1€ 21.7€ 11.3€ 14.8€
é Mean 36.41% 36.31% 19.62% 6.45%
S  October 2017 36.6% 391% 14.8% 7.3%
Number of observations 75 75 75 75

In October 2017, Kantar changed entirely their data recording process that enables us to use
further numbers. The Kantar data are the result of the collection of statements of purchase by
the panelist. They record their purchases and inform the institute. The method of collection is

made in two stages:
» First stage: The panelists make their purchase in-store
» Second stage: They scan their products to record the information

In the Kantar dataset, each line corresponds to a month, plus the last record at the end of
December. The information about the type of brands, the size, and the quality range is available,
but these data are independent. All the prices are all taxes included, and the volumes are only

shown in percentage.
2.1.2 The Store-Scanner Database of France Agrimer

The second source of data is from Les Réseaux des Nouvelles des Marches, a French public
service depending on the Ministry of Agriculture and Food. Surveyors are in charge of scanning
the price of agri-food products and flowers on the French territory. They offer objective and
neutral datasets that are used as a reference by interprofessional organizations, The European
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Union, the government, media, and economic actors. The prices are available at several stages,
depending on the product: production, shipping, wholesalers, and stores. They watch the price

in thirteen different locations all around the mainland France.

We extracted a dataset that contains the price of fresh eggs at the store stages from the first
week of July 2007 to the first week of February 2020. The weekly observations were made
every Thursday for organic and non-organic six egg batch units. Store prices were recorded in
conventional and discount for organic and non-organic, and in specialized stores that only sell
organic products. The organic products wear the European organic label. All the prices are all

taxes included.

Table 28 Store type segmentation of fresh eggs market: prices from RNM (Unit: 6eggs)

Actor Conventional Stores Discount stores Specialized Stores
Egg type Non-org. Org. Non-org. Org. Org.

Mean 114 € 2.01€ 1.08 € 170 € 218€

Evol -12.15% -3.74% -4.63% 237 % -7.32%

St. Dev 0.06 0.14 0.05 0.14 0.06

February 2020 120 € 2.01€ 113 € 165 € 2.28 €

Number of observations 684 684 684 684 684

2.1.3 Data Treatment

Datasets are independent of each other and required some adjustment to compare and use
effectually the data. The data of RNM has been adjusted to suit the data of Kantar for some

analyses below, by switching the units from price for 6 eggs to price for 100 eggs.

Figure 23 Simplify graph of market data

Organic by

S Quality ranges Brand Types
S Stores tYpeS By Kantar WorldPanel By Kantar WorldPanel
e By RNM Prices and Volumes Prices and volumes
QU Prices
=) .
@] - Supermarket - Battery - National brand
t; - Discount - Barn - Private brand
&‘J - Specialized - Label rouge - Discount brand
@) - Free-range - Nobrand
= .
W - Organic
- Nosign

The dataset offers the prices for three egg sizes: medium, large, and extra-large. We choose to

retain the prices of large eggs as it is the egg size of the store type dataset.
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2.2 Descriptive data

The databases are presented below. They deal with quality range, brand type, and store types,
all in-store information. We have seen above that the available information in the store has
particular importance in consumers' choice for table eggs. The change in production methods
has been mostly led by policies. Meanwhile, the observations of consumption changes are also

blatant and seem to conform to the policy's orientation.

2.2.1 The quality ranges

The consumption of eggs in France is slightly and continuously decreasing since 2005. Battery
eggs are leaders and the barn quality range has a very low market penetration. The battery and
barn eggs are considered the lower quality products in the market. Free-range eggs are middle-

quality range, and Label Rouge and organic are the high-quality range.

Table 29 Volume of sales of table eggs according to the quality range between January 2012 and December 2019

St. December

Mean Evol Min Max Trend line (y) R?
Dev 2019
Battery 50.08%  -75.37% 6.40  33.70% 33.70%  60.20%  -0.2051X+60747 0.92
Barn 3.04% 54.55% 102  8.80% 1.60% 8.80% 0.0002x+3.0352 2e-05
Label Rouge 6.51% 32.84% 0.81  6.70% 4.50% 8.40% 0.02X+5.4732 0.54
Free-Range 20.86%  46.88% 441  28.80% 13.40%  3L00%  0.1431x+13.417 0.94
Organic 9.51% 51.39% 220  14.40% 6.40% 1450%  0.0701X+5.8599 0.90
No Sign 9.89% -31.58% 117 7.60% 7.50% 13.30% - 0.0244X+11.163 0.39

Source: Kantar WorldPanel

The battery eggs have the highest negative evolution rate (-75.37%) but was still leader in
December 2019 with 33.70%. The decrease in sales is consistent throughout the period
(R?2=0.92). Barn eggs represent a relatively small amount of the market with a mean of 3.04%
and its tendency to grow slightly is inconsistent through the timeline and reveal instability
(R2=2e-05). Free-range and organic are both showing positive and homogeneous trends
(respectively R2=0.94 and R2=0.90) in terms of sales volumes increase. The Label Rouge shows
positive but weaker results (R?=0.54). We notice a reduction of the gap between the battery

variety and other varieties.

Organic eggs are the most expensive on the market (33.10€/100 eggs in December 2019),
followed by the Label Rouge eggs (30.90€/100 eggs in December 2019). The small coefficient
of determination reveals that the price variations are frequent and inconsistent with time. Free-
range shows a competitive price (23.60€ in December 2019) compared to organic and Label
Rouge (29.70€ in December 2019). Battery eggs price is decreasing constantly over time

(R?=0.61). Both low-quality ranges are the cheapest options in the market.
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2.2.2 The brand

The Kantar WorldPanel delivers information about the brand types that are mostly purchased

by consumers.

Table 30 Price of table eggs in €/100 eggs according to the brand type between January 2012 and October 2017

St. October

Mean Evol Min Max Trend line R?
Dev 2017
National 2310€  17.95% 0.99 251€ 20.81€  25.30€  0.0409X+21.547 0.81
Private 21.69€  -3.30% 0.76  21.7€ 2010€  22.78€  -0.0202X+22.46 0.33
Discount 11.33€ 4.63% 0.59 11.3€ 10.70€ 12.84€ - 0.0633x+18.552 0.68
No Brand 16.14€ -13.09% 1.68 14.8€ 13.70€ 10.86€ - 0.013X+11824 0.23

National brands are the most expensive with a mean of 23.10€ for 100 eggs and 25.10€ in
October 2017. The price increased by 17.95% during the studied period (R?=0.81). The second
most expensive brand is the private label with 21.70€ in October 2017, but the evolution rate is
negative with a decrease of 3.30% over the same period (R2=0.33). Pricing decisions of the two
brand types seem opposed, with private labels showing competitive pricing and national brands
using price as a quality signal. The discount brand is far cheaper with 11.30€ in October 2017,
and a tendency to decrease along the period, even with an evolution rate of 4.63%. The no-

brand category price is also declining.

The market is largely lead by national brands and private labels despite a high price. The sales
volumes of national brands slightly tend to decrease (R2=0.29) whereas the private brand
category has a positive trend line that is more constant along time (R2=0.77). The discount brand

category is strongly declining over the period.

The lack of details in this Kantar Panel only informs us about the global market positions of the
brand types. The discount brand and the no-brand categories were a small part of sales volumes
in October 2017.

2.2.3 The stores

All the stores do not offer the same quality ranges. Medium and large-sized stores and discount
stores sell all types of quality ranges, including organic. Non-organic quality is clearly below
the organic price. In terms of price for organic quality range in February 2020, specialized stores
(36.50€) were followed by the conventional (32.33€) and the discount stores (27.50€). All trend
lines show a higher consistency than non-organic price trend lines. We observe a gradual
increase in the specialized stores' price difference, while other store types are decreasing,
confirmed by the trend lines. Specialized stores show the only positive trend line in the market

and the highest consistency along the period (R?=0.43).
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Table 31 Price of table eggs according to the brand type between January 2012 and October 2017

St. Feb

Mean Evol Dev 202(') Min Max Trend line R?
HSMKT Non-org. 18.93 € 12.15 % 0.93 20.00€ 17.00 € 20.67 € - 0.0014X+19.417 0.09
Organic  3345€ 3.74% 232 3233€ 30.00€ 3867€ -0.0056X+35.372 0.23
. Non-org. 18.08 € 4.63 % 0.84 1883 € 15.67 € 20.83 € - 0.0017x+18.657 0.16
Discount

Organic  2826€ -237% 240 2750€ 2367€ 3333€ -0.0078x+30.928 0.41
Specialized Organic 36.30€ 732% 106 36.67€ 3250€ 3850€  0.0035x+35.095 0.43

The discount (R2=0.41) and the HSMKT (R2=0.23) price trend lines are both decreasing. Non-
organic products also have a negative trend line along the period and show a lower standard
deviation (HSMKT R2?=0.09; Discount R?=0.16). The price varies less for non-organic quality,

as observed in the graph.
3. Methodologies of econometric methods

This study is elaborated with two complementary methods. We use hedonic price to estimate a
descriptive model of table egg price and determine its structure (1), and price elasticities to
include the analysis of sales volumes, and the influences exercised between the different
available quality ranges (2).

Figure 24. Theoretical model: price premium and elasticity
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3.1 The hedonic price method

The hedonic price method assesses the financial value conceded by consumers for each
attribute, and provide a comparison of similar products according to their specificities. We
chose the semi-log model over the linear model to reduce the heteroskedasticity. In a semi-log
model, the estimated coefficient corresponding to dummy variables are not equal to percentage
changes, and the predicted price is not a sum of the variable multiplied by a coefficient (Chang
et al., 2010). The full regression specification estimates the hedonist price of eggs as a function

of several egg production characteristics.
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We elaborated a shorten model as:

3
j=1

Where P is the final price, « is the base price, g is the coefficient and V' gathers organic eggs
at store types of dummy variables. We took heed of autocorrelation and heteroscedasticity
problems due to data specialty, and endogeneity due to simultaneous choice of implicit price
and attributes (Bonnieux et al., s. d.). Residual homoscedasticity consists of an evaluation of
whether regression residuals or forecasting errors have a constant variance. The Breusch-Pagan
heteroscedasticity test assesses if independent variables are jointly statistically significant
(Breusch & Pagan, 1979).

Table 35 presents the characteristics we selected for the analysis. Dummy variables correspond
to the production characteristic described in the nomenclature established by the European
directives and official quality signs. The promoted criteria are the cage-free breading, the free-
range breading, and the presence of an official quality sign (either Label Rouge or Organic),

the Label Rouge characteristic, and the organic production.

Table 32 Egg marking and characteristics

Quality Cage-Free Free-Range 0QsS Label Rouge Organic
Battery - - - - -
Barn X - - - -
Free-Range X X - - -
Label Rouge X X X X -
Organic X X X - X

This classification delivers information about the value creation of official quality signs. In the
literature review, we mentioned that official quality signs gather several characteristics,
sometimes overlapping with other characteristics. Table 35 shows that organic and Label Rouge
products combine characteristics from other quality ranges. The purpose is to identify if the
organic characteristic and the Label Rouge characteristics create value inherently or if other

included characteristics (cage-free, free-range...) are more valuable.

We elaborated two distinct hedonic price calculations to avoid the perfect negative correlation
between the two quality signs that unable the calculation. We include time index, as we study
a time series, and we make the standard assumption that any unobservable are uncorrelated with

the characteristics of the observed product. Our extended semi-log models are expressed as:

Equation 1 Hedonic model for organic
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lnPOi =X +ﬁ1CFl + BZFRi + ﬁ3OQSl + B‘l-ORi + &i
Equation 2 Hedonic model for Label Rouge
lnPlri = +,816Fl + :BZFRi + B3OQSl + ﬁ4LRl’ + &

Where CF is the cage-free characteristic, FR is the free-range characteristic, OQS is the fact
that the egg wears an official quality sign whether it is a Label Rouge or an Organic label, OR
is the organic characteristic and LR is the Label Rouge characteristic. We remove the No-sign
category as it gathers several quality ranges. The category is not significantly representing any

quality range and would bias the results.

Table 33 Descriptive statistics for the hedonic price calculation for quality ranges

Variables Abbreviations Modalities Descriptive statistics
Price Price Continuous Mean = 23,74

Sd Dev = 7.47
Egg Type Type Battery=1, Barn=2; 103;103;103;103;103

Free-range=3; Label
Rouge=5; Organic=6
Characteristics

Cage-free breading CF Yes=1; No=0 412,103
Free-Range breading ER Yes=1; No=0 309;206
Official gquality sign 0Qs Yes=1; No=0 206;309
Label Rouge LR Yes=1; No=0 103;412
Organic OR Yes=1; No=0 103;412

Table 36 contains the complete list of the available variables in the sample, the abbreviations,
and some descriptive statistics. The characteristics are dummy variables. The assumption that
consumers are well aware of each mark's characteristics is the basis of the hedonic price
function. This first estimate does not assess store or brand effects.

We conduct a second range of equations using the database of Le Réseau des Nouvelles des
Marchés. We investigate the influence of store type in price formation and we wonder if the
store type has a better influence on price formation than the organic quality. Dummy variables
correspond to the store type, namely conventional, discount and specialized stores, and organic
quality.

Table 34 Store type and organic

HSMKT Specialized Organic HSMKT Discount
store Org Org

. Non-organic - - - - -

Discount Organic - - X - X

Non-organic X - - - -

HSMKT Organic X - X X -

Specialized Organic ) X X ) )
store
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This classification gives us information about the value creation of the organic feature. Indeed,
the organic label combines all the characteristics of other marks. The purpose is to identify if
the store type creates significant value. We conducted two different regression to understand

price formation. We elaborated the first model as follow:
Equation 3 Hedonic price model for store types and organic criteria
lnPi = +,815T0RE1 + ﬁ’lBIOL + &

where STORE is a dummy variable for store type criteria (Supermarket — Specialized store)
and BIO is a dummy variable for the organic criteria. Non-organic HSMKT products are the
basis. We want to observe to what extend the store types influence price formation for all types
of products and measure the influence of the organic feature. A second extended model is
expressed as:

Equation 4 Hedonic price model for organic criteria in different store types

InP; = +B,HSMKTBIO; + B,DISBIO; + BsSPE; + ¢

Where HSMKTBIO is a dummy variable for organic products in supermarkets, DISBIO is a
dummy variable organic products in discount stores, and SPE is a dummy variable for organic
products in specialized stores. We measure the organic product value creation in all store types.
Non-organic products are the basis. This model delivers information about the weight of store
type criteria for organic products’ price formation. We suggest that the store type can modify
the organic quality value creation. We conducted a hedonic regression to measure how organic
characteristic price varies in stores. The regression indicates the weight of the store only for
organic products. Table 40 shows the dummy variables we used to assess the store type

influence on organic egg price formation.

Table 40 Descriptive statistics for hedonic price calculation (equation 4) for organic criteria in store types

Variables Abbreviations Modalities Descriptive statistics
. . . Mean = 27.01

Price Price Continuous Sd Dev = 7.59

Organic eggs at

Conventional store HSMKTBIO Yes=1; No=0 684;2736

Discount store DISBIO Yes=1; No=0 684;2736

Specialized store SPE Yes=1; No=0 6842736

3.2 Price elasticity method

The investigation toward the price-elasticity completes the hedonic price analysis of market
data because it
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To complete the evaluation of the marginal WTP and the assessment of quality signals influence

in sales volumes, we evaluate price elasticity according to the quality range.

The Kantar panel database for quality range delivers information about the sales volumes in
addition to market prices. The price elasticity method measures the change in quantity
demanded of each egg variety following a change in the price variety of either the product itself

or another egg variety.

The product demand is a log-log model. We observed the impacts of other egg types’ price

variation.
InY; = by + byIn(Xy) + byIn(X3) + b3In(X3) + byln(Xy) + bsin(Xs) + beln(X(s))

Where [nY; is the predicted sales volume, b0 is the model intercept, and all the following factors
are price variation for each production methods: b1l for battery production methods, b2 for barn
production methods, b3 for Label Rouge production methods, b4 for other free-range
production methods, b5 for organic production methods and b6 for no signaled production
methods. The no sign category is not integrated into the study, because of the mix of variety it

gathers. The category may blur the data and the results.

The values of the intercept and coefficients are obtained through multiple regression analysis
employing Rstudio software (DevelopmentCoreTeam, 2005) with the time-series data of the
dependent and independent variables as inputs. The demand function is equal to the sales
volumes in percentage. The variety model assumes that the various types of eggs can be
interpreted as the variation of the same product. Thus, when a consumer buys one unit of the
product, the unit is perceived as a set of attributes related to the variety. Consumers may
consider switching attribute to get a better interest, either financial by turning to a cheaper

option, or quality by accepting a price premium to obtain a better quality.
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Conclusion of section 1

Economic methods present several advantages to complete the current literature concerning the
market performance of quality signals. We selected the table egg market because it presents
several criteria that make it a case study. The product itself is adequate because all quality
versions are similar in taste, despite the production process. It is a commonly purchased good
in which credence is central in customer decisions. The concern of consumers for the production
method, their awareness of the signals in the egg market and the size of the market are together
drawing an interesting case to investigate the demand for official quality signs products. Also,
the market is dominated by public policy in addition to official quality signs that deliver clear
in-store information about production process quality. Table egg market is a finger exercise to
illustrate the influence of public authorities’ market intervention for social responsibility

programs’ implementation.

We elaborate two main studies based on store scanner data and consumer panel data. The
hedonic price method evaluates the importance of each criterion in the product price formation.
The price elasticity identifies market dynamics and the importance of price in purchase
decisions (sales volumes). It takes into consideration the competitive environment and the
substitutability of products. The data show a wide market price range, especially for quality

range segmentation.

The demand for both official quality signs is growing, despite their high market price. These
results suggest that consumers consent to pay a price premium for higher quality. Moreover,
the market shares for national brand and private labels confirm the interest for higher quality
products. Battery range is the leader on the market in terms of volumes. The barn range
represents a very small part of the sales, and its trend does not suggest a bright future. Both
low-quality ranges are in critical situations. The amount of the price premium for organic
quality varies according to several other in-store information such as the store type. The price
premium is higher in specialized stores and supermarkets, but only specialized stores show a
positive trend for a price increase. Discount stores and discount brands both show lower prices

and sales volumes in the market.
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Section 2. Results

The databases have been investigated with preliminary analyses (1). Brand type and quality
segmentation have been compared to understand their importance in-market results. The
combination of price and sales indicate theoretical market shares. The results of economics

methods are displayed with first the hedonic price and second the price elasticity (2).
1. Preliminary analyses

The observation of the databases indicates valuable information about the market. We first
focus on the price premium for official quality signs (1) and look closer at the market trends

and market shares for quality ranges and brand types (2).
1.1 Price premium for official quality signs

To observe the price premium for official quality signs, we compare the product with the
organic label and Label Rouge to a non-labeled product but high-quality product: free-range
eggs. Figure 25 presents the price difference between the free-range for both official quality

signs all along the studied period.

Figure 25 Price premium of organic and Label Rouge quality compared to free-range eggs (€/100 eggs)
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Organic Label Rouge

Both official quality signs show a price premium compared to the free-range during the entire
period. The organic quality has a higher price premium in an increasing but unstable trend. It
reached a low point in 2014 (6.66€). The price premium peaked in November 2018 to 11.40€
and stayed over 10€ until the end of December. The Label Rouge trend is inconstant and shows

a two-phase evolution. From January 2012 to December 2015, the price premium shows a steep
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rise. The price premium was at its lower point in July 2012 (4.38€) and reached its peak of 10.4
in August 2015, showing a slightly higher result than organic. Then, the trend slightly decreases
until November 2019, while the organic price premium increases, creating a gap between the

two official quality signs.
1.2 Market shares and market trends

The WorldPanel Kantar databases enable the calculation of the market shares according to
quality ranges and to brand types. The market shares deliver additional information about the
consumers’ behavior and the market dynamic. We look at the correlation between price and
volumes. Then, we deduced the market shares with the two databases available on price and

volumes.
MarketShares = Market price X Sales Volume

An important market share for a quality sign is an indicator of its strength on the market, and

its contribution to marketing assets, stakeholders' bargaining equilibrium, and political change.

1.2.1. Quality range

Table 35 displays the correlation coefficient between price and sales volumes for each quality
range. Label Rouge shows an almost inexistent ratio (0.03) and the free-range have a very low
negative coefficient (-0.17).

Table 35. The correlation coefficient between price and volumes for each quality range

Standard Barn Label Rouge Free-range Organic

0.69 -0.32 0.03 -0.17 0.32

The organic coefficient is positive and medium (0.32) whereas the barn shows the opposite
orientation (-0.32). Standard has a strong and positive correlation coefficient (0.69) due to the
large and constant decrease in sales and price over the studied period. The results show a large

disparity, highlighting the market dynamics.

Market shares confirm the market dynamic and disparity. The decrease of battery eggs reflects
its colossal loss of value on the market. In June 2018, free-range market shares surpassed the
battery eggs’ (respectively 614.23 and 586.36). In November 2019, organic range surpassed the
battery eggs’ (respectively 499.07 and 486.50). These three quality ranges show a distinct trend,
whereas the two others are more constant. Figures 26 present drastic changes in the market in

favor of medium- and high-quality ranges.
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Figure 26 Evolution of egg market shares in France according to the quality range between February 2010 and
December 2019
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Table 29 displays information about the trends and market shares. The decrease of battery eggs
is the only negative trend (e= - 84.64%) and constant over the period (R2=0.94). The battery
range is projected to decline steadily with a great negative slope coefficient (e= - 3.6125;
R2=0.94).

Table 36 Market shares of table eggs according to the quality range between January 2012 and December 2019

Mean  Evol St December Min Max Trend line R?
Dev 2019
Battery 721.58 - 86.64 % 111.06 461.69 461.69  899.99 -3.6125x+909.43 0.94
Barn 51.30 63.66 % 17.52 154.00 32.76  154.00 0.1455X+43.733 0.06
Label Rouge 20227 3455 % 25.41 207.03 13550  262.92 0.6244%+169.8 0.54
Free-Range 490.35  44.67 % 104.70  679.68 336.88  740.90 3.29084x+318.83 0.89
Organic 31412  51L01% 79.35 476.64 217.02  499.07 2.4697x+185.69 0.86

The category is nevertheless greater than barn and Label Rouge (respectively 51.30 and 202.27)
in terms of mean market shares (237.79). In December 2019, barn eggs were still lower (154.00)
than no sign (201.40). Barn and Label Rouge have the lowest positive trend line coefficient.
The barn coefficient is not stable over time (R?=0.06), consistently with the graph that shows
an increase largely due to activities in 2019. The positive trend of Label Rouge will probably
continue increasing in 2020 (R2=0.54). Free-range and organic have stronger and more reliable
coefficients. To understand the influence of pricing on market shares, we look at the correlation

between price and market shares.

169



Table 37 Correlation of price and market shares per quality range

Battery Barn Free-range Label Rouge Organic

Correlation 0.81 0.04 0.02 0.19 0.46

The organic category shows a medium correlation, while all others are quite low. The results
show a lack of influence of price on market shares for most of the quality ranges. Price elasticity

analysis will be displayed further.
1.2.2. Brand Type

The correlation is more homogeneous for brand types than the quality range in terms of strength.
National brand and private labels have a negative coefficient (respectively -0.55 and -0.65). No
brand has a stronger negative coefficient (-0.88) and discount brand is the only positive relation
(0.50).

Table 38. The correlation coefficient between price and volumes for each brand type

National brand Private label Discount brand No brand

-0.55 -0.65 0.50 -0.88

Market shares present two distinct clusters. In contrast with quality ranges, the trends are more
constant, and the gap between on one side national brands and private labels, and on the other
side discount brands and no-brand products. The decrease in discount brands is the most
conspicuous (- 69.84%), while both national brand (16.84%) and private labels (13.78%)

increased. They both overlapped often during the period.

Table 39 Market shares of table eggs according to the brand type between January 2012 and October 2017

St. October

Mean Evol Min Max Trend line R?

Dev 2017
National 72821 16.84 % 34.09 918.66 763.95 930.00 y = 0.6x + 817.43 015
Private 817.27 13.78 % 44.58 848.47 702.14 888.80 y = 15553X + 727.17 0.58
Discount  207.41 -69.84 % 49.52 167.24 152.07 306.96 y = -2.1356X + 304.6 0.88
NoBrand 21.76 19.61 % 1810 108.04 74.76 135.24 y = 0.6777X + 75849 0.67

Private brands have a higher mean market share but were still behind the national brand in
December 2019 (respectively 848.47 and 918.66). Moreover, the private label category has a
stronger positive trend coefficient than the national brand, and its trendlines are more constant
over time (respectively R?2 =0.1472 and 0.5782). The negative coefficient of the discount brand
is high (-2.1356) and constant (R2=0.88). The products without brands and positively increasing
over time. Correlation of price and market shares for brand types are different from the

correlation for quality range.
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Table 40 Correlation of price and market shares per the quality range

National brand Private label Discount brand No brand

Correlation 0.47 -0.19 0.69 - 0.78

Correlations are positive for national and discount brands, with medium strength (respectively
0.47 and 0.69). The price increase would have a positive influence on market shares, whereas
the private label category’s market shares are slightly negatively responding to a price increase.
The No-brand category shows a strong negative correlation. Price would affect its market

shares.
1.3 The matter of quality signs and brand types

The objective is to understand the role of quality signs on price performance, among other
signals that may use the consumers to make a choice in-store. As specified above, the Kantar
panel gives little information about the brand type influence, and on a shorter period than the
Kantar Panel about quality. We cannot investigate the Kantar panel to extract relevant
information on brand influences, but we can compare the importance of each market
segmentation (Brand type — Quality range) in the price-volume relationship. We use the two
Kantar panel database presented above to identify the relationship between the independent
variable of the price and the dependent variable of sales volumes. We conduct two linear
regression models with the price as the only exogenous variable and compare the two linear
models, and more precisely the coefficient of determination, to evaluate which segmentation is
the most relevant in sales volumes determination. The coefficient of determination of a linear
regression examines how differences in one variable can be explained by the difference in a
second variable. It establishes the strength of the two variables in the relationship and can be
used to determine future trends. The Kantar databases give price and sales volumes according
to either the quality range segmentation of price or the brand types. We compare the two

determination coefficient to indicate which segmentation forecast the most the sales volumes.

The preliminary model gathering all the prices and volumes for the quality range is expressed

as follow :
Sales; = by + by PriceX; + ¢;

The regression is applied to both databases. Table 33 presents the results of the two linear

regressions.
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Table 41 Influence of market price on sales volumes according to the quality range and te brand type

Estimate Std. Error T value Prob
Quality Range - Constant 47.56791 1.98923 23.91 < 2e-16 ***
Price -1.29644 0.08017 -16.17 < 2e-16 ***
Brand types- Constant -7.9757 21233 -3.756 0.0002%**
Price 18083 0.1136 15.922 < 2e-16 ***
Quality Range Brand type
Residual standard error 13.65 9.446
Degree of Freedom 616 298
Multiple R-squared 0.298 0.4597
Adjusted R-square 0.2969 0.4578
F-statistic 26150n1 2530n1
p-value <2.2e-16 <2.2e-16
Number of observations 618 300

Concerning quality ranges, the constant is positive with a negative coefficient of 1.30. An
increase in price leads to a decrease in sales volumes. The standard error is high considering
the large price range available on the market. The result suggests that price influences demand.
However, the adjusted R-square reveals that the exogenous variable explains 29.69% of the
sales volume. We conclude that the price is a significant factor, but we suggest that other
variables drive the demand. The results of brand types are different. The constant is negative
and the coefficient is positive. The table is quite revealing in several ways. First, unlike the
quality range segmentation, the influence of a price increase has a positive influence on sales
volumes. Second, the standard error is more important for brand types than quality. The
adjusted R-square is high (R?=0.4578), which expresses a higher predictive power of the model
of brand type than the quality range model (R2=0.2969). Both models show a significant

relationship between the exogenous and endogenous variables.
1.4 Concluding remarks

Quality signs segmentation explains less efficiently the price in table eggs than the brand types.
Standard eggs are decreasing drastically in terms of price and volumes, conducting to a large
loss of market shares. The category lost its position of leader in 2018, overtaken by free-range
and later in 2019 by organic categories. Both quality register an increase in market shares and
a slight decrease in market price. Label Rouge has a less important increase in market shares
and increased slightly its price. Finally, barn eggs represent a small market share with an

increase in 2019 that must be due to the cessation of battery egg distribution.
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2. Econometric results

The method of hedonic pricing (1) is used to identify the retail price structure of eggs by
estimating the shadow prices of their attributes in two models: quality range and retailers. Then,
we complete the market-product performance with price elasticity (2).

2.1 Market price and product’s attributes: hedonic price analyses

Following the 3C-SR model, we consider that if the commitment (quality) is associated with
consistent relationships and form a complex constellation, the partners’ together co-produce
value. Store type and quality range together influence consumer perception and lead to a change
in willingness-to-pay and willingness-to-buy. The market data should reflect this effect.

2.1.1 The implicit price of the official quality signs

The bptest rejected the null hypothesis of homoskedasticity.

Table 42 bptest for equation 1 and 2

Regression BP DF P-value
Organic (quality) 165.82 1 <2.2e-16
Label Rouge (quality) 165.82 1 <2.2e-16

Heteroskedasticity is due to the aggregation of price and quality sign variables. We corrected
the regression using heteroskedasticity-consistent standard errors (See appendix 6: semi-log
hedonic models estimates before heteroscedasticity correction). We estimate the weight of each
quality sign in the price formation and compare their influences. The equation includes the year
index from 2013 to 2019, with the base of 2012.

Table 43 Semi-log hedonic models estimates for the organic label (heteroscedasticity corrected)

Estimate Std. Error T value Prob
Intercept 2.665 0.008 337.977 <2e-16 ***
Cage free breading 0.164 0.011 15.517 <2e-16 ***
Free-Range breading 0.330 0.010 33.079 <2e-16 ***
Official quality sign 0.278 0.005 54.611 <2e-16 ***
Organic 0.058 0.005 12.660 <2e-16 ***
Label Rouge - 0.058 0.005 78.162 <2e-16 ***
2013 0.011 0.009 1.304 0.19293
2014 -0.019 0.009 -2.158 0.03140 *
2015 -0.053 0.010 -5.275 1.97e-07 ***
2016 -0.024 0.008 -3.001 0.00211 **
2017 0.022 0.012 1.838 0.06661 .
2018 0.032 0.010 2.979 0.00303 **
2019 0.024 0.009 2.582 0.01011 *
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Residual standard error 0.05387

Degree of Freedom 503
Multiple R-squared 0.9743
Adjusted R-square 0.9738
F-statistic 3206 on 11
p-value <2.2e-16

Signif. codes: 0 “***’0.001 **’0.01 **’0.05 " 0.1 "1

Table 38 presents the results of the hedonic regression based on the 515 observations of the
time series. We first notice all quality characteristics add value to the product, and are
significant (p=<2e-16 ***). The coefficient corresponding to official quality sign is the most
important with 0.336, followed by the free-range (0.330) and cage-free breading (0.164). The
presence of a quality sign significantly adds value (0.278). The table shows a slight significant
variation due to the organic attribute. The significant negative influence of Label Rouge (-
0.058) proves its lack of efficiency compared to organic but also shows a positive effect of
official quality signs. The lack of significance of the time indexes in 2013 must be due to the

change in farms because of the European nomenclature.

2.1.2 The implicit price of the store type

In the previous hedonic regression, we reported the positive and significant influence of the
organic label on price formation. As we already suggested, other factors influence the shadow
price of organic. The bptest rejected the null hypothesis of homoscedasticity for both

regressions.

Table 44 bptest for equation 3 and 4

Regression BP DF P-value
Store Type (stores) 437.34 16 <2.2e-16
Organic (stores) 662.21 16 <2.2e-16

The test suggests the presence of heteroskedasticity. We consequently report White’s
heteroskedasticity-consistent standard errors. Table 38 shows the descriptive statistics for

equation 3.

Table 45 Descriptive statistics for hedonic price calculation (equation 3) for store type and organic criteria

Variables Abbreviations Modalities Descriptive statistics
. . . Mean = 27.01

Price Price Continuous Sd Dev = 7.59

Store Type

Supermarket HSMKT Yes=1; No=0 1368;2052

Specialized store SPE Yes=1; No=0 6842736

Quality

Organic BIO Yes=1; No=0 2052;1368
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The hedonic regression has been processed. It estimates the store type and organic weight in

price formation as follow:

Table 46 Semi-log hedonic models estimates for store types and organic criteria (heteroscedasticity corrected)

Estimate Std. Error T value Prob
Constant 2.952 0.004 771.958 < 2e-16 ***
Discount - 0.108 0.002 - 56.427 < 2e-16 ***
Specialized 0.114 0.003 47.682 < 2e-16 ***
Organic 0.506 0.002 264.533 < 2e-16 ***
2008 0.085 0.005 17.772 < 2e-16 ***
2009 0.089 0.005 17.177 < 2e-16 ***
2010 0.066 0.005 13.939 < 2e-16 ***
2011 0.027 0.004 6.157 8.30e-10 ***
2012 0.026 0.005 5.513 3.79e-08 ***
2013 0.008 0.004 1.862 0.062735 .
2014 -0.018 0.004 -4.076 4.69-05 ***
2015 -0.047 0.005 -10.035 < 2e-16 ***
2016 -0.038 0.005 -7.612 3.476€-14 ***
2017 -0.015 0.005 -3.131 0.001755 **
2018 0.022 0.004 4.837 1.37€-06 ***
2019 0.042 0.004 9.643 < 2e-16 ***
2020 0.031 0.008 3.708 0.00212 **
Residual
standard 0.04941
error
Degree of
Freedom 3403
iﬁﬁg}f R 0.9718
f;d‘;‘;’;e‘i R gomy
F-statistic 9135 0n 16
p-value <2.2e-16

The results highlight the positive and significant influence of the organic quality in price
formation for eggs (0.506). The unique characteristic of organic is significant and implies a
price premium. The results confirm the findings of the previous hedonic regressions. The year
indexes' significance is consistent with the crisis of 2013. We took the non-organic HSMKT
product as a basis. Looking at the store types results, table 39 shows that both store types, either
discount or specialized, have a significant and opposite influence on price formation (< 2e-16
***). Discount decrease the value while specialized stores increase the price. The semi-log

model estimates the effect of store types as follows.
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Table 47 Semi-log hedonic models estimates for organic label according to store type (heteroscedasticity
corrected)

Estimate Std. Error T value Prob
Constant 2.898 0.004 807.897 < 2e-16 ***
Conventional store 0.591 0.002 348.553 < 2e-16 ***
Discount store 0.421 0.002 181.632 < 2e-16 ***
Specialized store 0.675 0.002 319.983 < 2e-16 ***
2008 0.085 0.005 17.979 < 2e-16 ***
2009 0.089 0.005 16.969 < 2e-16 ***
2010 0.066 0.005 13.682 < 2e-16 ***
2011 0.027 0.004 6.131 9.74€-10 ***
2012 0.026 0.004 6.322 2.92e-10 ***
2013 0.008 0.004 2.062 0.0393 *
2014 -0.018 0.004 -4.235 2.34€-05 ***
2015 -0.047 0.004 -11.058 < 2e-16 ***
2016 -0.038 0.005 -8.553 < 2e-16 ***
2017 -0.015 0.005 -3.241 0.0012 ***
2018 0.022 0.004 4.871 116e-06 ***
2019 0.042 0.004 9.445 < 2e-16 ***
2020 0.031 0.008 4.040 5.47€-05 ***
Residual standard error 0.04346
Degree of Freedom 3403
Multiple R-squared 0.9782
Adjusted R-square 0.9781
F-statistic 1.323e+04 on 16
p-value <2.2e-16

Table 7 shows that the three characteristics are significant at a < 0.01 level. The results
confirmed that in any store type, organic quality creates value. Nevertheless, this value is
unequal. The weight of specialized stores in organic price formation is the highest (0.675),
followed closely by the conventional store (0.591). The discount store stays positive but is way
weaker than others (0.421). The price premium for organic eggs changes according to the store

type.
2.2 Price elasticity

In-store, consumers chose a product among many substitutable products. Products are
characterized by significant singularities for consumers: production method (free-range,
barn...) and quality (marking system and official quality signs). The date of the study lead us
to a distrust of the numbers, but the presupposition tinged with an idealism that consumers

became more familiar and got more information about the European directive marking system.

176



According to the economic standard model, consumers decide through a multiple-stage
purchase process that implies utility maximization and budget. The Breusch-Pagan
heteroscedasticity test revealed heteroskedasticity.

Table 48 bptest for elasticity regressions

Regression BP DF P-value
Battery 18.388 5 0.002497
Barn 11.247 5 0.0467
Free-Range 12.982 5 0.02355
Label Rouge 13.332 5 0.02046
Organic 22.4 5 0.0004394

Table 51 presents the elasticity with heteroskedasticity-consistent standard error. According
to the small number of observations (n=103), we focus on the results which present a probability
of error up to 0,05%, to reduce the chance of a false positive (Type I error). The results reveal

asymmetrical elasticity in the market.

Table 49.Price-elasticity with heteroskedasticity-consistent standard error

Battery Barn Free-Range Label Rouge Organic
Battery 1.7169 *** -2.0729 - 2.4198 *** - 0.4395 -2.9213 ***
Barn -0.3253 * -1.8374 ***  0.7297 *** 0.8435 *** 0.9065 ***
Free-Range 0.8856 *** 0.6340 -1.8956 *** -0.7323 ** -0.4692
Label Rouge -0.3715 -1.9367. 11438 * 0.1699 1.3565 *
Organic -1.3588 *** 21017 . 1.8666 *** -0.3403 0.6509
Residual st. error 0.8367 0.2548 0.1039 0.07967 0.1251
Adjusted R-squarred 0.6198 0.2177 0.7543 0.6083 0.6929
P-value <2.2e-16 2.199e-05 <2.2e-16 <2.2e-16 <2.2e-16

Own-price elasticity is only significant for eggs without official quality signs. In the case of the
barn and free-range quality, the elasticity is negative (respectively -1.8374 and -1.8956). Battery
eggs register a positive effect of price increase on its own sales volumes (1.7169) and a negative
effect on free-range sales volumes (- 2.4198) and organic (- 2.9213). Sales volumes of barn
eggs do not significantly respond to any other products’ price change, whereas free-range
respond to all price changes, positively for the barn, Label Rouge, and organic (respectively
0.7297, 1.1438 and 1.8666) and negatively for the battery (-2.4198). Concerning the official
quality signs, the Label Rouge sales volumes are positively affected by barn eggs price increase
(0.8435) and surprisingly negatively for the free-range price increase (-0.7323). We note that
the price increase of Label Rouge influences positively the free-range volumes (1.1438). The
organic sales volumes increase in case of a price increase of barn (0.9065) and Label Rouge
(1.3565).
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2.3 Concluding remarks

All characteristics that are advertised by the European directive have a positive impact on value.
Free-range egg sales volumes benefit from all other categories price increase but show a
negative own-price elasticity. The analysis of battery eggs elasticity is not relevant because of
the large decrease during the period. The own-price elasticity must be due to the drastic decline
in sales and price. Concerning barn category, its price increase is in favor of all other higher-
quality categories sales volumes, and do not benefit from any other category price increase,

consistently with its very low market shares.

Free-range seems to be the standard quality. It brings the most important value in price
formation with its characteristic of outside breeding method and it is the market leader in terms
of market shares. Moreover, its own-elasticity reveals that customers are price sensitive for this
variety, and in terms of cross-elasticity, the price of increase of higher-quality products is in

favor of free-range. It is the substitute of organic and Label Rouge varieties.

Concerning the official quality signs, organic label adds more value than Label Rouge. The two
official quality signs are not reciprocally substituted. A price increase in Label Rouge will
increase the sales volumes for free-range, bearing the same production code, and organic. But
organic price increase is not significantly increasing Label Rouge sales volumes, but only free-
range. The organic value creation is confirmed in the analysis of the implicit price of store type.
Specialized stores increase the value of the organic product, whereas the discount stores register
a negative coefficient compared to supermarkets. The store types influence significantly the

value creation for organic products, certainly with a channel effect.
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Discussion and conclusion of section 2

In the present study, we have analyzed the hedonic price for egg quality following the European
regulation and official quality signs, and the weight of the store type in organic label

valorization.

From a theoretical perspective, the results are consistent with the value creation power of
credence quality for agri-food products (Auger et al., 2008; Baltzer, 2004; Bismuth et al., 2018;
Ochs et al., 2019). The hedonic price method of table eggs indicates a positive and significant
price premium for both official quality signs, and the most important value creation is from the
free-range criteria. Nevertheless, the statement that “Free-range eggs are close to organic both
in attributes and price and therefore prefer organic eggs, which yield both a familiar label and
perhaps also an expected positive health effect.” (Andersen, 2011, p. 581) is not confirmed
because of the significantly smaller price for free-range eggs without official quality signs. The
higher quality of free-range production compared to battery or barn combined with an
intermediate price for customers helped the quality range gaining market shares and becoming
the market leader. Free-range category presents a lot of elasticity compared to other quality
range. We confirm the findings of Andersen that evoke the substitutability of both barn and
free-range eggs but in a unique sense relation. We found that free-range is the substitute for
higher-quality range (Label Rouge and organic). The results do not confirm the work of Bernard
and Bernard (2010, p. 473) which found that a price increase for non-organic products shifts
consumers toward the organic version, more than the opposite. We suggest that this is due to
the lack of consideration that there are other quality signals in the market that interfere in this

elasticity.

Market shares are in favor of free-range breeding methods and divide the market into two
categories: intensive farming and extensive farming method. The asymmetrical results for
elasticity may be explained by other factors — for example, other quality signals (merchandising
and promotion), but also the product availability and the perceived price difference between
available product qualities. Moreover, consumers do not have the same price sensibility
according to their motivations and product type choice (Funk & Phillips, 1990). We also
confirmed that the brand influences price formation (Larceneux et al., 2012; Larceneux &
Renaudin, 2016) and must be an additional factor of elasticity asymmetry. The lack of own

elasticity of both official quality signs may be also due to the consumers’ inability to notice a
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decreased premium when observing price tags alone because of the lack of price knowledge
(Aschemann-Witzel & Zielke, 2017).

Two major managerial implications emerge from the study. First, the lack of price sensitivity
of official quality signs products’ consumers indicates that the price of the labelled product can
be high without hurting the sales volumes, increasing the opportunities for margins creation.
Second, we advise stores to play with price differences between the products to influence the
sales in favor of expensive products, and use asymmetrical elasticity.

From a public policy perspective, the results show the effectiveness of the European directive
to create value. The coding system and the ranking of the production process according to the
social responsibility actions of farms deliver additional information that creates credence
quality. A similar system could be elaborated for non- or less-processed farm products such as

milk, chicken, or beef.

Our study does not reveal the combined effects of brand types, store types, and quality range
due to the aggregate databases. The investigation of combined effects is necessary to understand
the real power of official quality signs in the market. As a limitation, it has been noted that the
results do not explore the customers’ reasons for food choice and the results must be interpreted

with caution to avoid over-interpretation.

Future research should investigate more the other quality signals to understand to what extent
they influence the power of official quality signs. We suggest that a coherence in terms of social
responsibility signals are generating value because it increase the price acceptance (organic and
specialized stores). Consequently, inconsistent quality image (organic and discount store)
decreases the price acceptance of organic quality. The marketing actions that are in adequacy
with 3C-SR increase the legitimacy of high price (Blomback & Scandelius, 2013).
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CONCLUSION OF CHAPTER 1

This chapter is an exploration of market data to analyze the influence of quality from a market
perspective, completing the literature based mostly on hypothetical data. The first section
justifies the choice of the methodologies and the field of research. The case of table eggs is a
pilot case for the characteristics of the product, the legal framework for production process
information, and the common use of both official quality signs. We analyze the databases with
economic methods to understand how official quality signs influence the market performance
of an agri-food product. We used three databases: two independent databases from Kantar
Consumer Panels with price and quantity according to quality ranges and brand types, and a
store scanner data from le Réseau des Nouveaux Marchés presenting the price of organic and

non-organic table eggs in three store types.

Preliminary analysis revealed market trends in favor of high-quality products and a drastic
decline in low-quality products. The analysis of a consumer panel database revealed that
national brands are market leaders, closely followed by private labels. Discount and no-brand
products are way below in terms of market shares. Brand types and store types are important

variables for consumers.

Data analyses have been conducted with the hedonic price method and price elasticity. Main
results highlight that the marking system established by public authorities increased quality
information in the market. The outdoor farming methods create value in the market, and free-
range quality became the standard, replacing battery eggs that are dedicated to disappear. We
point out a weakness in terms of the Label Rouge effect and evolution compared with organic
products. The elasticity and market shares confirm that price is not necessarily a competitive
advantage, and consumers may be more sensitive to credence quality. Asymmetrical and
heterogeneous results show that consumers of products without official quality signs are more

price sensitive.

Following the model of 3C-SR, we wonder how connections enhance the value created from
the corporate social responsibility commitment, and how this added-value is distributed

between stakeholders of the value chain.
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Key elements

e Major findings
o Brand typeis an important element in market price formation
Battery eggs are dedicated to disappear from the stores
Battery and barn egg quality are decreasing
High quality products are in a positive trend
Free-range is the new market standard quality and the new market
leader
Organic register a better performance than Label Rouge
Price-elasticity are heterogeneous and asymmetric
Consumers are price sensitive only for low quality product
Organic is a substitute for Label Rouge but not the opposite
The outdoor production system for breeding is the most important
criteria in price formation
o Both official quality signs add value with a higher influence of
organic label than Label Rouge
o Store types have a significant influence on the price formation
e Theoretical implications
o Credence value generate price premium and sales revenues
o Commitment for corporate social responsibility generate a higher
performance with coherent signals and connections (retailers)
e Managerial implications
o High-pricing the high quality products do not hurt sales volumes
o Retailers must show consistency in quality signals to create market
value
o Retailers must carefully manage the in-store prices to favor certain
substitutable product ranges
e Political implications
o Effectiveness of European directive (production process code) to
create value.
o Similar clear information must be tried on other farm animal
products
e Limits— Further research
o Aggregate databases with a lack of further details — brand and store
type combined effects
o Noindication about the reasons of customers’ behavior
o Performance reduced to price and purchased quantity -
Investigation of other indicator of market performance for official
quality signs

O O O O

O O O O O
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CHAPTER 2. PRICE AND VALUE: A VALUE-CHAIN
APPROACH

The use of marketing margins has particular importance to evaluate market results for the actors
along the value chain. This second chapter aims to analyze the influences of official quality
signs on marketing margins and margin distribution along the value chain. We will answer three

main questions:
- To what extent high-quality products generate higher marketing margins?
- How the value is distributed along the value-chain for official quality signs products?

- To what extent coherence, connection and commitment generate more value for official

quality signs products?

The first section presents the advantages of marketing margins analysis. We briefly present the
market of oven-ready chicken, its specificities, and some general data about the market. Then,

we will present the databases in detail and the selected methodologies used to conduct the study.

The second section is dedicated to the data treatment and results. We present the results of the
preliminary analysis with the price formation along the chain. Then, we use the theoretical price
method to compare the actual value of official quality signs to the market price. Finally, use
present the statistical results on marketing with the use of dummy variables for identifying the

role of official quality signs and retailer type in margin formation.

The conclusion of the chapter contains the discussion and limits of the results.

Figure 27. Theoretical marketing chain productivity: a study of the relationship between marketing resources
and market performance

Marketing resources in a CSR
process

Product-market performance

e Price formation

e Commitment (OQS — Label o Value creation in the value
Rouge or organic) chain

e Connection and coherence © The_oretlcal price
(Retailer) o Marketing margins (Euro)

o Hedonic method

o / - /
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Section 1. Methodology

This second market approach is elaborated on a methodology to investigate the marketing
margins, a key indicator of value creation. We selected two markets: the table egg market
(presented in the previous chapter) and the oven-ready chicken market (1). The analysis had
been made with three store scanner databases from Les Réseaux des Nouvelles des Marchés
(2). We combined three methods of data treatments to analyze the marketing margins
distribution along the chain, the theoretical price of official quality signs products at retailers,
and the weight of official quality signs in value creation (3).

1. The interest of marketing margins in chicken and egg markets

Marketing margins indicate the value created along the chain, but also about the bargaining
power of actors (1). We investigate the marketing margins of the table egg market and oven-
ready chicken because of their specificities and current market trends. We only present the
oven-ready chicken market as the table egg has been presented in the previous chapter (2).
11 The marketing margins: an indicator of value distribution along the
chain

All middle-men in the value chain increase the price of the product, either for a service (e.g.
transportation) or for a product transformation or improvement (e.g. processing food,
packaging). The actors increase profit margins and guarantee of a good system, especially for
perishable goods (Pokhrel & Thapa, 2007). The previous studies confirmed that the final value
per unit of official quality signed product is higher than other quality range. The analysis of the
market trends in terms of prices, margins, and price premium between different quality ranges
of the same product deliver important information about the value creation process and the
maturity of a market (Oberholtzer et al., 2006). The margins depend on manufacturer and
retailers’ interactions. According to the 3C-SR model, if retailers have the same commitment
toward corporate social responsibility and build business relations, they should make more
profit. Among the actors of the chain, retailers have a higher power in margin creation (Ailawadi
& Harlam, 2004). Corporate social responsibility aims to rebalance the bargaining power of
economic actors and distribute the marketing margin more homogeneously along the value
chain, compared to standard products. We assume that the official quality signs should generate
this effect if the actors have the same commitment. The intermediaries take a substantial
proportion of the income accruing from the marketing of agricultural products, and the analysis
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of the net marketing margins of incomes is the most reliable to identify and assess the value
distribution (Pokhrel & Thapa, 2007).

1.2 Conceptual clarification about value

The use value creation derives from the resources used by the firms, either tangible resources
such as machines and type of materials, and less tangible resources, such as brands and the
actions of people within the organization. This use value must realize exchange value, made
from an additional value to the cost of the resources input. Agri-food products acquire the
official quality signs to create use value, with the hope that it will generate monetary value in
the market. Both Label Rouge and organic Label signal a higher quality with a specific
production method that is either perceived by consumers as better for the society, the
environment, the breeding, or the health. Firms expect a higher exchange value and
profitability. “Resources may be capable of producing profits, but if the resource owner, not
the firm, is able to capture this exchange value, firm profitability will suffer.” (Bowman &
Ambrosini, 2000, p. 8).

This study analyze the value with the marketing margins. The lack of information concerning
the external cost do not allow us to measure the added-value (Charreaux, 2014). Nevertheless,
we consider from a market perception that a price increase is an increase of value in the market,
but do not consider that a value increase indicates an increase of profitability. The analysis of
price formation along the value-chain is performed to investigate the (in)efficiency of official
quality signs at several stage. We identify where the value is created (monetary value) but also

which actors capture the value along the chain.
1.3 The chicken market

The egg market has already been presented in the previous chapter. We present below the
chicken market, a case study for Label Rouge (1). Moreover, the chicken market shows a

peculiar trend for organic quality, and the market is very competitive and segmented (2).
1.3.1 Specificities: The origin of Label Rouge

The poultry industry was the pioneer of the Label Rouge development with the first official
quality sign approved by the government in 1965. The label includes three main conditions: the
type of animal feed, the free-range breeding, and the time of livestock growing. The poultry
products are the first sector of Label Rouge and the fresh oven-ready chicken is the first branded

item. “The scheme guarantees that customers are buying into the genuine article. [...] It has
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made a vital contribution to sustaining rural development and bird diversity. They are many
small family farms still operating throughout France who would have been fOorced off the land
and doing something else if it were not for the label” (Parker, 2010, p. 24).

In 2017, 62% of the fresh oven-ready chicken were Label Rouge, 10% was organic and 14%
were standard quality. The last 14% were wearing other certifications (free-range, region-of-
origin...). The Label Rouge is qualified as the savior of traditional way rearing chicken, facing
the industrial industry (Parker, 2010). The main objective is to create value for commodity
market items. The French market of chicken is highly competitive and includes a large part of
importation. The official quality signs are used to recapture the national market and increase
the value of quality products, especially for a fresh oven-ready chicken. The inter-professional
association Anvol expresses the necessity of conquering market shares and valuing animal

welfare and the environmental-friendly methods of production.?®

1.3.2 Generalities: the market of chicken

It is difficult to identify the value creation vectors for quality because of unclear information
and the confusion between production systems and related product attributes. Consumer
education partly relies on clear signals and transparency. Official quality signs are used for

enhancing consumers’ value perception and financial valorization of quality.

General market data and trends

Chicken production was in a positive trend but decreased by 1.2% in 2019 (FranceAgriMer,
2020). The sector represented a slaughterhouse turnover of 6.7 billion euros in 2018 (Volaille
francaise, 2018). Two-third of the Label Rouge chicken volumes from the slaughterhouses go
to conventional stores. The last third is distributed among wholesalers, which are intermediaries
with butchers, catering trade, exporters, and all types of stores, direct export, industry, and

others (freezer-centers...). %

The chicken market is threatened on one hand by the decrease of exportations, and on the other
hand by the importation that increases national competition. Official quality signs are used to
conquer the national market, but they impact more the whole chicken sales than chicken

products.

% http://www.web-agri.fr/actualite-agricole/economie-social/article/les-importations-de-poulet-continuent-a-
augmenter-en-2019-en-france-1142-152015.html

30 www.volaillelabelrouge.com/fr/chiffres-cles-volailles/
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Figure 28 Label Rouge chicken sales allocated per distribution channel
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The consumption of chicken products increased in France from 12.1kg per year per capita in
2000 to 19kg in 2017 (ITAVI, 2018). Oven-ready chicken consumption is decreasing compared
to processed chicken food. The sector registered a decrease in terms of volumes but the price
increased between 2017 and 2018 (Volaille francaise, 2018).

Consumers and chicken

A consumer study revealed in 2020 that 33% of the organic consumers consume organic
poultry, a stable consumption trend since 2015. It is a higher percentage than other meat types,
but less than eggs, vegetables, and vegetables (Agence Bio, 2020). Between 2017 and 2018, the
sales of fresh chicken products are increasing in hard discount stores, while hyper- and
supermarkets were quite stable. They are leaders in the market (45% of the sales in France are
in hypermarkets and 20% in supermarkets). All other places (online, specialized stores, and
convenience stores) registered a decrease in sales. The price is nevertheless slightly increasing

in all stores, except convenience stores.

Consumers give higher importance to official quality signs for oven-ready chicken than
processed or sliced products. The Label Rouge represents higher sales volumes than organic
oven-ready chicken with 62.5% in 2018 (evolution of 0.8 compared to 2017) compared to
10.3% for organic sales (decrease of 0.2 points of percentage between 2017 and 2018). Standard
whole-chickens represent 12.7% in 2018, whereas it is the leader quality for sliced or processed

chicken products. Whole chickens are mostly bought in hyper- and supermarkets, representing
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respectively 53.97% and 23.33% of the sales (Volaille francaise, 2018). Offical quality signs
products are mostly bought in hyper- and supermarkets (82% for Label Rouge whole chicken
and 42% for organic poultry) (Agence Bio, 2020; Volaille frangaise, 2018).

2. Databases

Data are extracted from Le Réseau des Nouveaux Marchés. They provide weekly prices for
table eggs and oven-ready chicken at different stages of the value chain for different quality
ranges, but with different periods.

Table 50. Simplified market data presentation

PRODUCT FARM PRICE WHOLESALE PRICE RETAIL PRICE
Slaughterhouse Rungis HSMKT
Data By RNM By RNM By RNM
Monthly prices Weekly prices Weekly prices
Standard
Label Rouge
Organic
Discount store
By RNM
Weekly prices
Standard
Label Rouge
Organic
Specialized store
By RNM
Weekly prices
Standard
Label Rouge
Organic
Rungis HSMKT
By RNM By RNM
Weekly prices Weekly prices
Organic
Standard
Discount store
By RNM
Table egg Weekly prices
Organic Organic
Standard Standard
Specialized store
By RNM
Weekly prices
Organic
Standard

Label Rouge Label Rouge

Oven-ready Chicken Standard Standard

2.1 Oven-ready chicken

We use two databases to analyze the marketing margin of oven-ready chicken. The first
database is from Le Réseaux des Nouveaux Marchés and delivers information about the farm
price (excluding taxes) of standard and Label rouge chicken. The dataset is monthly
observations from January 2011 to October 2016 are prices excluded taxes per kilo.
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Table 51 Farm price for standard and Label Rouge chicken quality from July 2011 to October 2016 (€/kg)

Quality Standard Label Rouge
Mean 135 2.68
Evol -154% -0.39 %
St.Dev 0.07 0.11
October 2016 1.28 2.54
Number of observations 70 70

The mean price of Label Rouge quality is twice higher than the standard quality. Both qualities
show a decrease in price along the period and show a similar trend, maintaining a constant gap

throughout the period and had similar variations.

The second database presents the prices of oven-ready chicken at the wholesalers (Rungis
Market, France) and the retailers’ stages (conventional, discount and specialized stores) from
the 6™ of September 2018 to the 28™ of February 2020. They present 78 weekly observations
for Standard and Label Rouge wholesaler price — Rungis, and standard, organic, and Label

Rouge price at retailers - HSMKT, discount, and specialized stores.

Table 52 RNM database of the price of standard, organic and Label Rouge oven-ready chicken from January 2018
to February 2020 (€/kg)

Actor Wholesalers Conventional Stores Discount stores gt;:)s:el:hzed
Quality Stand. L.R. Stand. LR. Org. Stand. L.R. Org. Org.

Mean 2.29€ 4.08€ 3.36€ 5.46€ 9.65€ 2.90€ 4.48€ 7.62€ 11.84€

Evol 0.00% -5.21% 4.09% 018% -059% -034%  5.91% -0.62%  0.00%

St. Dev 0.03 0.07 0.07 0.8 0.18 0.06 0.08 0.10 0.24

Egs C‘J 28 2.29€ 3.89€ 3.37€ 9.59€  5.40€ 2.81€ 4.59€ 7.57€ 11.70€
Number o 78 78 78 78 78 78 78 78

of obs.

The organic quality is the most expensive version at all retailers. The evolution rates of prices
are really low, as well as the standard deviation. The specialized store shows a higher standard
deviation and is the highest price for the organic product (11.70€ in February 2020) compared
to HSMKT and discount (respectively 9.59€ and 7.57€ in February 2020).

We also extracted from the same database on Réseaux des Nouveaux Marchés a longer time
series that only include standard and Label Rouge qualities (organic quality is only available
for a shorter period). We selected the complete database from the 10" of January 2008 to the
28" of February 2020. This database will be used for further data treatments. The evolution rate
is positive for all qualities and at all stages. For Wholesaler and hyper- and supermarkets, the

rate of Label Rouge (respectively 14.30% and 12.04%) than for standard (respectively 2.22%
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and 1.37%). The hyper- and supermarkets store shows the opposite results with a rate of 15.96%

of increase for standard quality, whereas the Label Rouge only increase of 4.40%.

Table 53 RNM database of the price of standard Label Rouge oven-ready chicken from January 2008 to February
2020 (€/kg)

Actor Wholesalers HSMKT Discount
Quality Standard Label R. Standard Label R. Standard Label R.
Mean 2.22€ 3.62€ 3.19€ 5.29€ 2.96€ 4.53€
Evol 2.22% 14.30% 15.96% 4.40% 1.37% 12.04%
St. Dev 0.11 0.32 0.16 0.22 0.09 0.15
Number of

. 634 634 634 634 634 634
observations

The oven-ready chicken is rather stable along both periods. The price for standard quality in
hyper- and supermarkets and discounts are lower at retailer stage than the wholesale price for
label quality. The organic quality stands out in the graph. Not only their price are higher, but
the difference in price is more important than Label Rouge and standard quality. The organic

products show a disparity in price that is unique in the market.
2.2 Table eggs

We extracted a dataset that contains the price of fresh eggs at the wholesalers and the store
stages from the first week of February 2010 to the first week of February 2020. The weekly
observations were made every Thursday for organic and non-organic six eggs unit. The non-
organic wholesaler was Rungis and the organic in France Bio. The store prices were watched
in hyper- and supermarkets and discount for organic and non-organic, and in specialized stores

that only sell organic products. The organic products wear the European organic label.

Table 54 Store type segmentation of the fresh eggs market: prices for organic and non-organic products from
RNM

Actor wholesalers Conventional Stores Discount stores Specialized Stores
Egg type Standard Org. Standard Org. Standard Org. Org.
Mean 7.61 29.13 17.84 31.11 16.99 25.83 34.64
Evol 31.05% 7.95% -4.24% -14.54% 3.64% -15.03% 2.78%
St. Dev 1.79 0.90 0.86 1.55 0.81 1.55 0.76
February 2020 8.99 31.67 17.85 30.65 18.01 2591 35.07
Number of observations 528 528 528 528 528 528 528

The organic products’ prices are above non-organic eggs. The difference at the wholesaler stage
is stunning. Both prices register a positive evolution rate. The standard deviation of non-organic
is higher than organic at the wholesaler stage, but the opposite effect is observed at the retailers’
stage. The wholesalers’ price shows two peaks in 2012 and 2018 that may have been slightly
reported on retailer prices, but not compensated. The price for non-organic eggs at retailers’ are

similar, with a slight but inconstant price premium for hyper- and supermarkets. The market
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price for organic quality in the discount store is less expensive than the wholesalers’ price. We
observe a higher price range for organic than non-organic products at retails. The pricing is
different at each retailer.

3. Methodologies

The analysis of these databases is made in three steps. First, we conduct a preliminary analysis
by calculating marketing margins for each dyad. Then, we use two methods to calculate
marketing margins: the theoretical price of official quality signed products compared to
standard, and an econometric model expressing the power of official quality signs and retailers

in margin creation.
3.1 The marketing margins

The marketing margin per unit is the price spread, which is the difference between the prices
of two actors in the value chain. We assume the marketing margins at several levels. The
literature mentions mostly the farm-to-retail marketing margins. The marketing margin include
charges for all marketing functions between the two actors, without considering charges of the

value creation. We consider several dyads to understand the value formation by functions.

Figure 29. Marketing margins dyads for oven-ready chicken evaluation

Dyad 1
Farm orice Wholesalers

P Selling price

- Standard > - Standard

- Label Rouge J L - Label Rouge
Dyad 2

Whglesalgrs Retailers

Selling price Selling price

- Standard > - Standard

- Label Rouge J L - Label Rouge
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) Retailers
Farm price Selling price
- Standard >

> - Standard
- Label Rouge J t - Label Rouge

Figure 30. Marketing margins dyads for table eggs evaluation

Dyad 4
Whglesalt_ars Retailers
Selling price . - Selling price
- Non—o;gamc v - Non-organic
- Organic - Organic

The calculation of the price differences is devoted to comparing the break downs of official

quality signs marketing margins.
Equation 5. Marketing margins calculation
MMp = Pyy — Py
where MM, is the marketing margin of the dyad, P,, the price of the second actor in the chain
and Py, the price of the first actor in the chain.

3.2 The theoretical price

We use the theoretical price method to assess the performance of official quality signed
products for different retailer types. The theoretical price is the expected price of a specific
product according to the financial values of the other varieties of the same product. It is
calculated with the coefficient of value created by official quality signs at the wholesalers’ stage
(«) and the coefficient of margins between the wholesaler and each store (f). The calculation

is expressed as follows:

Equation 6. Theoretical price A

Prp = WSy, X (1 +°C0qs)(1 + .Bcha)
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where Ppp is the theoretical price for the distributor, WS,,, the wholesalers’ price for non-
organic eggs, %, is the coefficient for official quality sign at the wholesaler stage, and fcpq

is the coefficient for standard products from wholesaler to each retailer type.

Equation 7. Theoretical price B
Prp = WSy, X 1+ Yrp)
where Y;p is the total coefficient compiling () and ().

Equation 8. Market price coefficient

MP, s
Yup = ws,,

Where MP,, is the market price for products with official quality sign at retailers stage, and
Yup is the coefficient of market price for official quality sign based on standard wholesaler

price. We then compare Yrp and Ypp.
3.3 Statistical models: modeling specification

The marketing margin function M of product, i in period t is produced from the retailer b;
(discount and specialized stores) and the official quality sign c; (Label Rouge or organic). The
general empirical specification estimated using ordinary least-squares (OLS) for our case reads

as follows.

Equation 9. Marketing margins Model 1

j k
M; = +Z bijsij + Z CikSik t &
=2 k=2

where s; ...s, is a vector of attributes that determine the price of the product. We employ
dummy variable coding on the parameters b; and c,. In all models, the base product is a base
product sold at discount and has no official quality sign. For table eggs, it is the most common
package of 6 big egg boxes. The margins are expressed for a hundred eggs. For chicken, it is a
whole raw oven-ready chicken sold at discount and has no official quality signs. The base
product attributes are excluded categories in the regressions. The specialized store variable
intrinsically includes the organic attribute. Beyond the basic model, we introduce interaction

dummies between the official quality signs and the retailers. The model becomes:

Equation 10. Marketing margins Model 2
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J j k
Mi = +Z b]S] + 2 Ef}ijk + &
j=2 j=2 k=2

where fjprovides the interaction effect, showing how official quality signs is enhanced
(positive value) or discounted (negative value) relative to the base case for any retailer. The
econometric analysis was conducted using R-studio with robust standard errors. Tables 57, 58,
and 59 present the descriptive statistics during the observation period of each dyad. The second

dyad is made of 2537 observations from the 10" of January 2008 to the 28" of February 2020.

Table 55 Descriptive statistics dyad 2

Variables Description Mean St. Dev
Margin Margin per kg (€) 1.07 0.43
HSMKT 1if HSMKT, o if otherwise 0.5

Discount 1if Discount, 0 if otherwise 0.5

Label Rouge 1if Label Rouge, 0 if otherwise 0.29

The third dyad is made of 280 observations from the 6" of January 2011 to the 27" of October
2016.

Table 56 Descriptive statistics dyad 3

Variables Description Mean St. Dev
Margin Margin per kg (€) 157 0.86
HSMKT 1if HSMKT, o if otherwise 0.5

Discount 1if Discount, 0 if otherwise 0.5

Label Rouge 1if Label Rouge, 0 if otherwise 0.5

The last dyad assesses the marketing margins of table eggs between the 4™ of February 2010
and the 12" of March 2020, with 2640 observations.

Table 57 Descriptive statistics for table eggs

Variables Description Mean St. Dev
Margin Margin per 100 eggs (€) 4.75 5.22
HSMKT 1if HSMKT, o if otherwise 0.40

Discount 1if Discount, 0 if otherwise 0.40

Specialized 1if specialized, 0 if otherwise 0.20

Organic 1if organic, 0 if otherwise 0.60
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Conclusion of section 1

Marketing margins are used to assess the mechanism of value increase along the value chain.
We wonder to what extent the marketing margins of official quality signed products diverge
from standard products, and to what extent the level of commitment and the coherence of the
connections between stakeholders create more value and/or rebalance the distribution of the

value among the actors of the chain.

We selected the table egg market and the oven-ready chicken market because of their
specificity. They are small-processed food, present specific official quality sign history, and are
commonly purchased in France. Their characteristics are interesting to analyze the value created
with credence quality along the chain. Label Rouge quality represents the highest proportion of
oven-ready chicken sales and is available at a high price. The prices are stable along the time.
Organic quality is more expensive but the consumer demand is very small compared to other
quality ranges including standard demand. The chicken industry is the pioneer of the Label
Rouge development. Nowadays, it is distributed in all types of retailers, with the majority of
the sales in hyper- and supermarkets. The table egg market presents a high price for organic

quality at the stage of wholesalers and retailers.

Based on store scanner databases, we elaborated on three main studies. We analyze the market
chain by dyad. First, preliminary analyses are conducted to understand the weight of price
formation at each stage of the chain and perceive the approximate distribution of the product’s
price by the marketing function. Then, we aim to compare the market price for official quality
signs with its theoretical price. The last study is a series of equations based on a hedonic model.
We consider the marketing margin as a function of attributes that characterize the product. The

dummy variables are analyzed independently and with interactions.
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Section 2. Results

This section presents the results of the preliminary analysis, theoretical price, and econometric

treatment.
1. Preliminary analysis

We investigate the databases and focus on marketing margins creation for each product
(chicken — eggs) at each stage of the value chain by comparing price for each dyad (1). We
deliver a graph presenting the approximate distribution of the product’s price by the marketing

function.
1.1 The chicken market

Concerning the oven-ready chicken, we detain information to analyze the marketing margins
of Label Rouge quality compared to standard quality.

Dyad 1

The mean marketing margin for the period of January 2011 to October 2016 presents better
results for standard (0.90€) than label Rouge (0.85€). Nevertheless, even if they both present a
positive evolution, the Label Rouge has a higher rate of growth (22.11%) than standard quality
(11.65%), and according to the standard deviation, the standard quality is more stable.

Figure 31 Evolution of Farm-wholesale marketing margins between January 2011 to October 2016 (€/kg)

Label Rouge

The graph 38 reveals a higher marketing margin volatility for Label Rouge, with various
variations and low peaks, while the standard quality shows a relatively stable result along the

period.
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Dyad 2

The second value chain stage is the wholesale-retail dyad. The wholesaler data only deliver
information for standard and Label Rouge. We decided to exclude the organic retailers’
information to focus on the Label Rouge value chain compared to a standard chicken. For each
store type, the standard chicken registers lower mean marketing margins (0.97€ in HSMKT and
0.74€ in discount) than Label Rouge quality (respectively 1.67€ and 0.91€). Nevertheless, the
discount marketing margin for Label Rouge is smaller than the marketing margin for standard
chicken in hyper- and supermarkets. Standard quality shows a high price increase in hyper- and
supermarkets (62.80%) whereas the discount store shows a small and negative evolution rate (-
2.33%). The effect is drastically different for Label Rouge, with a negative rate in hyper- and
supermarkets (-14.58%) and a small and positive rate in discount (0.95%).

Figure 32. Wholesale-retail marketing margins from January 2008 to February 2020 (€/kg oven-ready whole
chicken)
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The evolution of the marketing margins at this stage reveals high volatility. The Label Rouge
in hyper- and supermarkets stay leader during the entire period with a distinct gap with other
products. The Label Rouge in discount store presents an evolution in two phases. From 2008 to
2015, the marketing margin is mostly higher than the standard products, with high volatility
and important low and high peaks. The marketing margin fluctuates constantly. After 2015, we
notice an important decrease, to become lower than standard quality in 2017. The standard
marketing margins show less volatility than Label Rouge quality. They have a similar result in
2008 (0.66€ for HSMKT and 0.52€ for the discount the 10" of January 2008), and slowly

created a gap in favor of hyper- and supermarkets (1.07€ for HSMKT and 0.51€ for the discount
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the 28" of February 2020). To have a better understanding of marketing margins for retailers,
we computed both quality range marketing margins for HSMKT and discount. Discount stores
registered their highest peak of computed marketing margin on the 4" of February 2010. Since
this date, their results decreased and created a more important gap with the hyper- and
supermarkets’ computed marketing margins. Despite the gap, both computed margins follow

similar variations along the period.
Dyad 3

The Farm-Retail monthly marketing margins data from January 2011 to October 2016 has been
adjusted to monthly prices. The marketing margins are stable from 2011 to 2016. Label Rouge
products show higher mean prices in both hyper- and supermarkets and discount stores. An
interesting observation is the price of Label Rouge in the discount stores (1.36€) which is less
expensive than the standard chicken in HSMKT (1.95€). Moreover, the price of standard in
HSMKT has a positive trend evolution (14.98%) whereas the Label Rouge in discount
decreased its price (- 17.16%). Graph 43 shows that the trends are stable over time. The standard
quality at hyper- and supermarkets is the most stable marketing margin, while the Label Rouge
presents constant variation 2.46€ and 2.91€ for hyper- and supermarket, and discount store

register a margin close to 0€ in 2013.
1.2 The table egg market (Dyad 4)

We analyze the egg market marketing margin for the wholesale-retail stage. The graph 44

shows the evolution of marketing margins per quality range and store types

Figure 33 Wholesale-retail marketing margins for organic and non-organic eggs between 2010 and 2019
(€/100eggs).
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The graph shows blatant disparities of results. Surprisingly, the three smallest margins concern
organic products. What is striking is the negative margin for organic eggs in discount stores
almost the entire studied period. The organic products in hyper- and supermarkets show three
short periods of negative margins in 2015, 2016, and 2020. The specialized store registers the
highest margins. Non-organic eggs show the highest margins, with a slight positive difference
in favor of HSMKT. The hyper- and supermarkets show the highest standard deviation for non-
organic eggs (1.96), and a constant positive price difference (MIN=3.45€; MAX=14.15€). The
discount stores have a lower standard deviation (1.80) and price differences (MIN=1.91€;
MAX=12.97€), but always positive. The HSMKT and discount stores have a decrease in their
results because of the two high price peaks at the wholesaler stage in 2012 and 2018. The two
retailers did not adapt their prices, or at least did not proportionally. Also, the price evolution

is negative for both retailers.

All organic products show lower marketing margins and smaller standard deviations, especially
for specialized stores (0.99), showing a smaller dispersion and a more stable market than
HSMKT (1.36) and discount (1.39). What is striking is the negative price difference for the
conventional (MIN=-1.63€) and discount stores (MIN= - 7.32€). Moreover, the most important
differences registered is less interesting for organic than non-organic eggs for conventional
(MAX=7.36€) and discount (MAX=1.83€). The specialized stores marketing margins are closer
to non-organic products, and show the highest results (Mean=5.51€) followed by hyper- and
supermarkets (1.97€) and discount stores (3.30€). To go further in the analysis, we compute
margins for hyper- and supermarkets, and discount stores. The computed margins are all
positive. Hyper- and supermarkets' mean margin is the highest (6.10€) followed by the
specialized stores (5.51€) and finally the discount store (3.04€). The specialized stores show
relatively small standard deviation (0.99) compared to hyper- and supermarkets (1.34) and

discount stores (1.17).

Graph 65 shows a decreased along the period of computed margins for hyper- and supermarkets
and discount stores, whereas the specialized stores are more stable over time. The specialized
stores show the smallest decrease over time (-28.92%) whereas for hyper- and supermarkets (-
57.17%) and discount (-72.06%) are largely lowering their marketing margin. The price
difference evolution during the period is highly positive for the specialized stores (64.91%), the
only positive results in the table, whereas the two other store types register a dramatic decline
of -44.34% for conventional and -209.29% for discount. Despite a higher price for organic eggs,
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the marketing margin is not in favor of the official quality signs at the retailer stage. We assume

that the value is created elsewhere in the value chain.

Table 58 Computed margins for stores' types (€ for 100 eggs)
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1.3 Concluding remarks

Concerning the oven-ready chicken, Label Rouge products have a higher price at each stage
but do not necessarily generate a higher marketing margin. The Label Rouge marketing margin
shows more volatility at all stages, including a higher uncertainty, but is not systematically
performing. The analysis of the first dyad highlights a similar margin for both products’ quality
with a higher instability for Label Rouge quality. The analysis of the second dyad shows
different results. In hyper- and supermarket, the volatility of Label Rouge is not refraining its
marketing margin and is the leader. At discount stores, the Label Rouge marketing margin
shows a different evolution and generates a smaller margin than standard products. The role of
store type appears as important as the official quality sign to create marketing margins.

In October 2016, the approximate distribution by marketing functions shows that the
wholesalers represent a large part of price formation, except for the Label rouge product in the

discount stores, where it represents the smallest part of retailers' price.
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Figure 34 the approximate distribution of oven-ready chicken price by marketing functions in October 2016 (€/kg)
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The approximate distribution of table eggs price by marketing functions in December 2019
show the higher price premium applied to organic eggs by retailers, compared to standard eggs.

Figure 35 Approximate distribution of table egg price by marketing functions in December 2019 (€/100 eggs)
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Our results on the marketing margins of official quality signs show a complex picture. For
researchers attempting to quantify the marketing margin along the chain, our findings suggest
that official quality signs have a higher marketing margin volatility than standard products,
especially for whole oven-ready chicken products. Moreover, official quality signs are not
necessarily generating higher margins. Concerning the oven-ready chicken value chain, the
marketing margin is more important for Label Rouge at the farm-wholesale stage, whereas
standard generates more marketing margin at the wholesale-retail stage. The standard marketing
margins for hyper- and supermarkets are in a promising evolution trend, and the stability of
standard products makes the prediction more reliable. The wholesalers capture a high part of
marketing margins, and according to the dyad 3 analysis, they create variation in the market.
Consequently, the retailers adapt their prices to the consumer demand, generating more
fluctuation on marketing margins. Wholesale-retail marketing margin for table eggs show more
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stable results, and generate more premium for standard than official quality signed products for
both retailers. We observe two periods of strong variation for standard eggs, certainly due to
the adaption to European regulations. The marketing margins for organic products are very

distinct in the graphs, highlighting the pricing strategies of each retailer.

To conclude, the marketing margins change according to the type of product, the official quality
sign, and the retailers. The pricing strategy of the retailer can sometimes generate zero or even
negative marketing margins, which are compensated by the standard product margins. Results
are heterogeneous and the influence of official quality signs is hardly identified because it is
related to other factors. The theoretical price method and the statistical method complete the

overview of marketing margins.
2. Margin analysis and econometric results

The framework we have proposed assesses the importance of the interaction between the buyers
in the value chain and the official quality signs. We first clarify the relation between prices and
marketing margins using the theoretical price method. Then, we developed an econometric
model that aims to calculate the weight of each attribute in margin creation. We analyzed the

marketing margin as an indicator of the financial performance of organic products.
2.1 The margin as a financial result: The theoretical price

Following the methodology explained in the previous section, we calculate the theoretical price
for each dyad and compare them with the actual market price. Concluding remarks are gathering

the main findings.

2.1.1 The oven-ready chicken market
Below are displayed the results of the ratios for each dyad, and the comparison with the market

prices.

Dyad 1

This dyad observes the value created between the farms and the wholesalers. Table 66 shows
that «g is higher (1.99) than the wholesaler ratio g, (1.67).
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Table 59 Dyad 1 - the ratio of equation 1

g Bw
Mean 1.99 1.67
Evolution rate 1.16% 5.37%
Standard deviation 0.05 0.06
October 2016 1.98 1.76
Min 1.83 1.53
Max 2.08 1.76

We notice that g, increased more than «g along the period. With the two ratios, we calculated
the theoretical prices of organic products at the wholesaler stage and compared it to the actual
price along the period. The theoretical price is constantly above the market price with a
respective mean of 4.47€ along the period and 3.54€ for wholesaler actual price. We compare
in Table 60 the difference between the ratio of the theoretical price and the actual wholesaler
price.

Table 60 Dyad 1 - Ratio of equation 2

YTP YWP
Mean 3.32 2.62
Evolution rate 6.59% 7.37%
Standard deviation 0.18 0.14
October 2016 2.83 2.89
Min 3.64 2.35
Max 3.32 2.95

The ratio for the theoretical price is unsurprisingly higher, but we notice a higher evolution rate

for the actual price ratio.

Dyad 2

Table 61 Dyad 2 - the ratio of equation 1

Xy Busmxr Bois
Mean 1.63 144 1.34
Evolution rate 11.82% 13.44% -0.83%
Standard deviation on 0.06 0.08
October 2016 1.69 147 1.22
Min 1.40 1.29 118
Max 1.83 1.70 1.66

The mean ratio for Label Rouge at the wholesaler stage (1.63) is more important than the ratio
for hyper- and supermarkets (1.44) and discount (1.34). We notice that <}, and B;ys present
positive evolution rate (respectively 11.82% and 13.44%), whereas the discount ratio is slightly
negative (-0.83%). Figure 36 presents theoretical and market price for Label Rouge products in

both retailers.
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Figure 36 Theoretical and actual price of Label Rouge products at retailer stage between January 2008 and
January 2020
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Concerning the market prices, hyper- and supermarkets’ price is always distinctly above the
discount all along the period, and follow similar variations. Theoretical prices show more
variations and instability than market prices. The two theoretical price trends evolved
differently from 2013, and slowly created a gap in favor of hyper- and supermarkets. For both
retailers, market and theoretical prices show overlapping in the first period that lasts from 2008
t02017. Then, they distinguished themselves and create gaps in favor of theoretical prices in
both cases. Concerning discount stores, the theoretical price is close to the market price,
sometimes overlapping until 2017. During the same period, the hyper- and supermarkets price
is above the theoretical price. Then, the theoretical prices increased, while the market prices are
more stable despite the slight variations. By the end of the period, the price ranges are clearly

in favor of hyper- and supermarkets.

Table 62 Dyad 2 - ratio equation 2

Yrp—HsMkT Yrp-pIS Ymp-nsmkr Ymp-pi1s
Mean 2.35 2.18 2.39 2.05
Evolution rate 26.85% 10.88% 2.13% 9.60%
Standard deviation 0.20 017 0.10 0.13
February 2020 2.48 2.06 2.35 1.99
Min 195 1.80 2.09 1.80
Max 3.10 3.04 2.85 2.59
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Hyper- and supermarkets present the most stable prices over the period, with a low standard
deviation (0.10) and a small evolution rate (2.13%). The discount standard deviation slightly
higher (0.13) and an evolution rate of 9.60%. Both theoretical prices show a higher evolution
rate than market prices (respectively 16.85% and 10.88%). Their ranges of variations are higher,
but the difference between theoretical and real prices are more stunning for HSMKT than the

discount store.

Dyad 3

The analysis of the farm-to-retailer dyad required the adaptation of retailers’ data into monthly
data.

Table 631 Dyad 3 - the ratio of equation 1

g Busmkr Bois
Mean 1.99 2.42 2.23
Evolution rate 1.16% 9.49% 2.15%
Standard deviation 0.05 0.10 0.10
October 2016 1.98 2.52 2.30
Min 1.83 2.21 5.85
Max 2.08 2.56 6.83

The ratio of hyper- and supermarkets is higher than the ratio of discount (respectively 2.42
and 2.23) and presents a higher evolution rate (9.49% and 2.15%). Figure 37 presents the
theoretical and actual market prices.

Figure 37 Theoretical and actual price of Label Rouge products at Farm-retail stage between January 2011 and
October 2016 (€/kg)
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The trends are stable over time and we do not observe overlapping or important trends. Market
price trends do not present important price peaks, in contrary to theoretical price. Both market
prices are below the two theoretical prices trend all along the period.

Figure 38 Dyad 3 - ratio equation 2

YTP—HSMKT YTP—DIS YMP—HSMKT YMP—DIS
Mean 4.81 444 3.98 3.43
Evolution rate 10.77% 457% 2.60% 1.35%
Standard deviation 0.28 0.28 0.17 0.28
February 2020 5.00 4.57 4.06 3.57
Min 4.06 3.64 3.62 3.16
Max 5.30 4.95 4.33 3.75

The theoretical prices show better evolution rates (HSMKT =10.77% and DIS=4.57%) and
higher mean prices (respectively 4.81€ and 4.44€). The differences in terms of price premiums

are relatively constant throughout the period.

2.1.2 The table eqg market (Dyad 4)

The table egg market shows specificities. Indeed, table 74 shows a highly important ratio for
organic at wholesaler stage (4.01) compared to the two retailers (HSMKT=2.46 and DIS=2.34).

Table 64 Dyad 4 — the ratio of equation 1

Xy Busmkr Bois

Mean 4.01 2.46 2.34
Evolution rate -17.62% -26.93% 20.92%

Standard deviation 0.85 0.53 0.49

October 2016 3.52 1.99 2.00

Min 2.08 1.26 114

Max 6.69 3.98 3.75

Nevertheless, with the two highest mean ratios, o, and Sy spxr Present both negative evolution
rates (respectively -17.62% and -26.93%) whereas the discount rate is important and positive

(20.92%). Figure 39 shows the comparison between the theoretical and market prices.
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Figure 39 Theoretical and market prices at the stores’ stage from 2010 to 2017 (€ for 100 table eggs)

o o
=
e T
[SNITe)
o o
S~ T~
< ™~
o N
S
o o

jeu. 16/09/10
jeu. 06/01/11
jeu. 28/04/11
jeu. 18/08/11
jeu. 08/12/11
jeu. 29/03/12
jeu. 19/07/12
jeu. 08/11/12
jeu. 28/02/13
jeu. 20/06/13
jeu. 10/10/13
jeu. 30/01/14
jeu. 22/05/14
jeu. 11/09/14
jeu. 01/01/15
jeu. 23/04/15
jeu. 13/08/15
jeu. 03/12/15
jeu. 24/03/16
mer. 13/07/16
eu. 03/11/16
jeu. 23/02/17
jeu. 15/06/17
jeu. 05/10/17
jeu. 25/01/18
jeu.17/05/18
jeu. 06/09/18
jeu.27/12/18
jeu. 18/04/19
jeu. 08/08/19
jeu. 28/11/19

—— Theoretical price - HSMKT Theoretical price - Discount Market price -

e \arket price - Discount Market price - Specialized

Theoretical prices are higher than market prices and show string variation along the period.
Market prices are more stable and tend to distinguish themselves in terms of pricing, creating
bigger gaps between prices along time.

Table 65 Dyad 4 - ratio equation 2

Yrp-usmkT Yrp-pis Ymp—usmkr Ymp-pis Ymp-spEe
Mean 10.30 9.78 4.29 3.56 4.77
Evolution rate -39.80% -34.85% -34.79% -35.16% -21.57%
Standard deviation 4.34 4.02 0.95 0.78 0.97
February 2020 6.99 7.06 3.41 2.88 3.90
Min 2.69 2.45 2.28 1.87 2.46
Max 26.36 24.22 7.23 5.81 7.26

All products show a negative evolution rate. Specialized stores present the lowest negative
evolution rate (-21.57%) and the highest mean ratio (4.77) among real data. HSMKT and
discount both decreased (respectively -34.79% and -35.16%). The difference between the

theoretical and market data ratio is high.
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2.1.3 Concluding remarks

The farm—wholesale dyad shows a higher theoretical price with a quite constant difference
along the period. The evolution rate of real marketing margins evolved positively because of a
price increase at the wholesaler stage for Label Rouge product and an unchanged farmer’s price.
Simultaneously, the farm price of the standard products decreased and the wholesalers price

was constant.

At the wholesale-retail stage in both markets, official quality signs create significant value. The
theoretical price and market price show variations and evolved differently throughout the
period. The market price did not increase as much as the theoretical price. The same
phenomenon is observed for table eggs, with a more stable market price along with time and
absorption of ratio fluctuation. Theoretical prices are higher and show more variation than the

market price at the wholesale-retail stage in both markets.
2.2 Statistical analysis

Statistical models have been applied to both oven-ready chicken and table egg markets. These
hedonic models specify the marketing margin of a product as a function of attributes that
characterize the product. The first model contains baseline labeling estimates with no
interaction dummies. We applied both models to each dyad to analyze margin creations, except
the dyad 1, as there is no retailer type. All models are significant and have high explanatory

power.

2.2.1 The oven-ready chicken

We analyze the dyad 2 and dyad 3 of the oven-ready chicken value chain.

Dyad 2

Table 73 present the results of both models. The second model shows better results than the
first one. It presents a higher explanatory power (respectively R?=0.58 and R?=0.67) and a
smaller residual standard error (respectively 0.28 and 0.25).

Table 66 Models presentation - Dyad 2

Model 1 Model 2
Residual standard error 0.2826 0.2503
Degree of freedom 2533 2532
Adjusted R-squared 0.5762 0.6674
F-Statistic 1724 1697
p-value < 2.2e-16 <2.2e-16
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Table 74 presents the results of model 1. The hyper- and supermarkets, and the Label Rouge
both are statistically significant premium in the specification with robust standard errors. The
premium for retailer type is 49,77% and 43,19% for the official quality signs. The constant
power is more important than the coefficient. The results are consistent with our prior

expectations.

Table 67 Parameter estimates - Model 1- Dyad 2

Variable Parameter Standard error
Retailer

HSMKT 0.49769 0.000***
0oQs

Label Rouge 0.43194 0.000***

Constant 0.60568 0.000***

The second model includes interaction dummies for Label Rouge and hyper- and supermarkets.
The interaction terms indicate that Label Rouge has a significant premium for hyper- and

supermarkets.

Table 68 Parameter estimates - Model 2 - Dyad 2

Variable Parameter Standard error
Retailer

HSMKT 0.23546 0.000***
0QS

Label Rouge 016971 0.000™**
Retailer*OQS

HSMKT*Label Rouge 0.52448 0.000***

Constant 0.73681 0.000***

The interaction is significantly adding margin premium to 52.45%.

Dyad 3

The second dyad presents very high explanatory power (respectively R2=0.98 and R2=0.99) and

also smaller residual standard error (respectively 0.12 and 0.09).

Table 69 Models' presentation - Dyad 3

Model 1 Model 2
Residual standard error 0.1181 0.09332
Degree of freedom 237 236
Adjusted R-squared 0.9813 0.9883
F-Statistic 6270 6738
p-value < 2.2e-16 <2.2e-16

The robust standard error result shows a high parameter significance.
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Table 70Paramater estimates - Model 1 - Dyad 3

Variable Parameter Standard error
Retailer

HSMKT 1.43973 0.000***
0Qs

Label Rouge 0.91669 0.000™**

Constant 0.38648 0.000***

The second model has no standard error variations with clusters. The table 80 indicates that
Label Rouge has a significant premium for HSMKT. The HSMKT has a higher premium (1.58)
than Label Rouge (1.06).

Table 71 Parameter estimates - Model 2 - Dyad 3

Variable Parameter Standard error
Retailer

HSMKT 1.58397 0.000***
0QSs

Label Rouge 1.06093 0.000***
Retailer*OQS

HSMKT*Label Rouge -0.28847 0.000™**

Constant 0.31436 0.000***

The estimated premium is negative for interaction variables, meaning that the combined effect
of predictors is less than the sum of both predictors. Clustering does not affect standard errors

significance.

2.2.2 The table eqggs (Dyad 4)

The table egg dyad presents very high explanatory power (respectively R2=0.88 and R2=0.91)

but higher smaller residual standard error than previous dyads (respectively 1.83 and 1.54).

Table 72 Models' presentation - Dyad 4

Model 1 Model 2
Residual standard error 1.829 1538
Degree of freedom 2636 2635
Adjusted R-squared 0.8774 0.9133
F-Statistic 6297 6954
p-value < 2.2e-16 <2.2e-16

Both models are significant. Table 82 present the parameters and the standard errors with robust
standard error, and clusters. The clustered residual standard error show less significant results,
except for the organic label standard errors with official quality signs clustering and specialized
stores with retailer clustering, highlighting pricing strategies. In terms of parameters, the
specialized has a higher influence (7.70) than hyper- and supermarkets (3.06) on margin

premium. The organic parameter is negative (-10.47).
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Table 73 Parameter estimates - Model 1 - Dyad 4

Variable Parameter Standard error
Retailer

HSMKT 3.061420 0.000***

SPE 7.702469 0.000***
0oQs

Organic -10.46733 0.000***

Constant 8.270021 0.000***

In the second model, when the standard errors are clustered, most attributes remain statistically
significant (x<0.10). The interaction terms in table 83 indicate that organic label has a
significant premium with hyper- and supermarkets (4.42).

Table 74 Parameter estimates - Model 2 - Dyad 4

Variable Parameter Standard error
Retailer

HSMKT 0.8488319 0.000***

SPE 8.8087630 0.000***
0QS

Organic -12.6799208 0.000™**
Retailer*OQS

HSMKT*Organic 4.4251759 0.000™**

Constant 9.3763146 0.000***

We note that specialized stores only distribute the organic product, and the margin is only
generated with these product types, whereas the hyper- and supermarkets generate margin with

non-organic and organic products.

2.2.3 Concluding remarks

The statistical results highlight the differences between the official quality signs influences in
two value chains. Dyads 2 and 4 show the wholesale-retail marketing margins of Label Rouge
oven-ready chicken and organic table egg. Dyad 3 shows the oven-ready chicken marketing

value for the farm-price — retailer chain.

The first statistical model reveals significant results for standard robust errors for all models,
but the cluster standard errors results were not significant. The retailer coefficient adds more
value than official quality signs in both cases. The Label Rouge increases the marketing margins
(0.43), whereas the organic quality decreases it (-10.47). We also observe that, in the table egg
marketing margin, the specialized stores capture an important value (7.70) contrary to hyper-

and supermarkets (0.85).
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The second model is all significant without and with clustering. The combined effect of the
retailer and official quality signs is stronger than the sum of the two signal effects. It increases
the wholesale-retail margin creation for oven-ready chicken (0.52) and table eggs (4.43),
enhancing both signal independent effects. The dyad 3 results show an opposite effect, with
higher independent effect for hyper- and supermarkets (1.58) and official quality signs (1.06)
than the combined effect (-0.29).
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Discussion and conclusion of section 2

In this study, we analyze the marketing margins with hedonic methods for oven-ready chicken
and table egg value chains. We identified how the margin is distributed in the chain, the role of
each actor in the market value increase, and if official quality signs are efficient to create market

value.

From a theoretical implication, we investigated the differences along the chain with the use of
official quality signs. The results confirm a higher value for Label Rouge but not systematically
with the organic label. The organic label creates value with the interaction with supermarkets
or specialized stores. We cannot confirm if it is the consequence of a perceived consistency in
quality signals, of if it is only due to the retailer price policy. For example, specialized stores
ensure high quality products and responsible actions that justify a high price to consumers
(Meehan et al., 2006, p.).

In business management, the findings suggest that discounts and supermarkets must rely on
other quality products to balance the eventual loss for high-quality and compensate for the lack
of performance of official quality signs by margining the other products. The performance of
socially responsible actions could be enhanced by the increase of commitment and coherence
within the shop with other quality signals such as coherent brand types, but also quality offered
in the outlets. As an example, Carrefour launched in some cities in France several outlets

specialized in organic food, competing with specialized stores.

From a political perception, official quality signs seem to reestablish the bargaining power
balance along the value chain. As the European Commission claimed the necessity of saving
agribusiness and empowering specific know-how, responsible practices, and agricultural
heritage, the use of official quality signs and clear information may be a tool to save activity
sectors. Nevertheless, the lack of information about the cost of production do not able us to

know if it create benefits for farmers.

Some limitations should be noted. First, our price analysis does not consider the expenses for
each product type. Second, the interaction of other in-store information must be taken into
consideration, such as brand and merchandising. We note that most retailers display nowadays
organic products in a specific area. This strategy might create a coherent perception, and also a
lack of possibility to compare prices between quality ranges. Finally, volumes of purchase
would have been interesting to compare performance with global sales revenues instead of price
per unit.
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CONCLUSION CHAPTER 2

In this chapter, we conducted several data treatments to analyze the marketing margins and
value increase along the value chain. We conducted a descriptive analysis of the data, calculated
the theoretical price of products with official quality signs, and compared them with the market
price, and finally, we elaborated a set of equations based on the hedonic method to understand

the influential power of two quality signals: store type and official quality signs.

We observed a higher variability of marketing margins for official quality signs than standard
quality, more especially for Label Rouge oven-ready chicken. The Farm—Wholesale margin is
quite similar for both quality, but the risk due to the variability of Label Rouge makes the
official quality signs less reliable. The wholesale-retail margin shows higher profitability for
Label Rouge during the first part of the studied period, but the financial advantage decreased
over time. The table egg marketing margin at this stage is less important for organic products
than standard, sometimes even negative. Obviously, as sales at loss is forbidden in France, the

arithmetic negative result only reflects a lack of profitability.

Both official quality signs increase the market value because of the price premium they
generate, especially for egg products, but they do not reach a theoretical value. Retailers absorb
market price variations and stick to their pricing strategies. Organic and Label Rouge are
respectively profitable in specialized stores and supermarkets. Discount stores do not generate
consequent margins, certainly to stick to a low-price strategy. But discount stores and hyper-
and supermarkets have the opportunity to compensate for the marketing margins between
product types. Specialized stores cannot compensate with non-organic eggs but with other

products.

We cannot measure to what extent the commitment, connection, and coherence have a positive
influence on market-product performance for credence value. We notice some limitations to
this study. Marketing margins are a good primary indicator but other criteria may complete the
understanding of store type functioning. Additional elements in the databases, such as expenses,
brand types, store types, etc. would complete our findings with the importance of consistency

among market signals.
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Key elements

e Major findings
o Official quality signs products show more price volatility
o Uncertainty generate a risk
o Wholesalers generate volatility
o Official quality signs should theoretically generate more value all
along the chain
o Farmers capture a higher marketing margin for Label Rouge than
standard
o Official quality signs do not systematically generate marketing
margins — positive outcomes for Label Rouge and negative
outcomes for organic label
o Theinteraction of store type and official quality sign enhance the
value creation of official quality signs
o Retailers must keep stable in-store price, and manage the
marketing margins loss
o Low-pricing strategy require a compensation with other products
margins
o Specialized stores generate the most important marketing margins
to bear the risk related to price volatility
e Theoretical implications
o Official quality signs distribute the value differently along the
chain than standard products and empower the bargaining power
of actors
o Official quality sign alone does not generate higher performance
but must be related to other quality signals and consistent
connections
e Managerial implications
o Retailers must either compensate the price volatility risk with
other product range or with a high-pricing strategy
o Retailers should send consistent quality signals to empower the
performance of official quality signs
e Political implications
o Official quality signs empower farmers and reestablish the
bargaining power balance along the value-chain
e Limits - Further research
o Lack of information concerning the cost of official quality signs —
Investigation on financial risks for farmers
o Marketing margins have been studied with unit price and not sales
revenues — Sales volumes are important information to analyze
performance
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CHAPTER 3. WILLINGNESS-TO-PAY AND PURCHASED
QUANTITY: AN EXPERIMENTAL APPROACH

The previous chapter indicated the importance of signal coherence for price formation, more
precisely store type and official quality signs. Following the 3C-SR approach and previous
findings, we assume that the combination of signals that are homogeneous in terms of social
responsibility (either commitment, connection, or consistency) improves the market results of
marketing actions. The coherence of signals send clearer information in the market and improve
the efficiency of quality signs. To investigate further the mechanisms of quality signal

consistency, we conducted an experiment to answer three main questions:

- How official quality signs influence consumers’ willingness to pay and purchased

quantity?

- How the combined brand type and official quality signs influence consumers’

willingness to pay and purchased quantity?

- To what extent the perceived value influence the willingness-to-pay and the purchased

quantity?

Experiments are used to control some variables (Adalja et al., 2015) and to understand better
the consumers purchasing mechanisms. This chapter is dedicated to the elaboration of an
economic experiment that fills in the gap in several ways. “The most important contribution of
experimental methods in the economy is to have deeply revisited and criticized the traditional
view of the determinants of individual behavior. [...] Liberal paternalism incites to the
consideration of these behavioral biases, and call into questions the principles of public policy
development, formulated until then in compliance with either liberal or paternalistic

complete this doctoral thesis.

In the first section, we introduce the experimental approach and present the experiment with
the research questions, the research model, the methodology, and further details about the
experimental design. We justify and explain precisely the choice of the method and the

observed marketing chain mechanism.

In the second section, we explain the data collection and treatments, present the descriptive
statistics, and display the results with the tests of hypotheses and some concluding remarks. We
discuss and conclude the study at the end of section 2.
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Section 1. Experimental approach: From the theory to the experiment

This section presents the research questions and justifies the use of an experimental method,
the choices that have been made to elaborate the study, and present briefly the studied market
before delivering the conceptual model (1). Then, we present the methodologies that have been
retained to analyze the data (2). Finally, we present the study itself, the related protocol, and

respondent recruitment (3).
1. Elaboration of the experiment

The research process of this doctoral thesis follows the hypothetic-deductive method. The
experiment and related hypotheses are designed and based on the literature review and the
exploration of the market displayed in the previous chapter (Evrard et al., 2009, p. 50). We
designed the conceptual model based on the marketing outcomes model (Katsikeas et al., 2016;
Rust et al., 2004), the 3C-SR approach (Meehan et al., 2006), and the resource-based view
(Wernerfelt, 1984). According to our research question, we chose a suitable method to reach

our research objectives (1) and selected an adapted product and market (2).
1.1 From the research questions to the experimental model

Managers and researchers have a real interest in determining the influence of marketing
variables on customer performance for agri-food products. The purpose of this study is to
investigate the capacity of the organic official quality sign to create value. As value is a
polymorphic concept, we clarify the notion of value and the different forms of the value we
focus on (1). The diversity of relations between marketing and finance on one hand, and the
difficulty of measuring financial outcomes from marketing actions on the other hand lead the
research to study the mechanism between the two disciplines. Based on the literature and the
market analysis, we formulate research questions and reveals the model we elaborated (2). This
section has been included to justify our choice of an experiment (3), auctions methods (4), and

the stimuli that have been selected to fit our research (5).

1.1.1 The focus on value

The marketing-value chain depicts the value creation that emerges from the marketing
resources, strategy, and actions of a firm. Value is a polymorphic concept. It is transformed all
along the chain. In this doctoral thesis, we focus on two different aspects of value that influence

each other.

217



First, we consider value from a consumers’ perception. Following the mean-end chain analysis,
attributes generate an added-value for the consumers, also called a mental consumer result. This
value is subjective and must be measured for each customer. It contributes to customer-based
performance. Second, we analyze the value from a market perspective. Several indicators are
used to measure economic value, such as turnover and benefits. The two previous chapters
focused on the economic results of marketing actions. The experiment must use primary data

to assess together mental consumer results and market results.

Following the model of marketing value, the consumers’ value created by an attribute is

transformed into economic value. The value must know this creation and transformation.

Figure 40. Value transformation along the marketing-chain

Customer-based Finance-based

performance performance
(operational (organizational
performance) performance)

Mental consumer
results

Marketing action,
strategy, resource

A 4

Financial results

1.1.2 Research questions

Our thesis aims to observe the influence of marketing actions on market results in the
agribusiness. We wonder to what extend official quality signs influence the revenue premium,
and how the brand type interfere in the market mechanism to generate financial results (Ph
Aurier, 2006). In the marketing-performance outcome chain, the key indicators of the product-
market performance include both the price and the unit sales. The revenue premium is one of
the exemplar measures of this product-market performance (Katsikeas et al., 2016, p. 3). In that
respect, because the price premium alone is not relevant to assess the performance, we must
include the variable of unit sales. This study completes the market approach with information
about the direct relationship between price premium and sales volumes. According to the

reviewed theories and the previous studies, we define the main research question as follow:

» To what extend official quality signs improve the market results of agri-food products?
This central question is declined in several sub-questions that must be presented in this research.

We have confirmed in the market analysis that the official quality signs increase the market
price without hurting the sales volumes. We analyze customer behavioral responses by focusing

on willingness-to-pay, purchased quantity, and price acceptance.
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» How official quality signs influence the willingness-to-pay of the consumers of an agri-food
product?

» How official quality signs influence the quantity purchased by consumers of an agri-food
product?

» How official quality signs influence the consumer price acceptance of an agri-food product?

Previous research established a cobranding effect of brand and quality signs on perceived value
and purchase decisions (Philippe Aurier & Fort, 2005). The perceived benefits for the brand
and the perceived benefits of the label were not simply added to each other when they were
together (Larceneux & Renaudin, 2016; Larceneux et al., 2012). The importance of the brand
types has been confirmed in the market analysis we conducted. Based on these pieces of

evidence, we include the brand type in our study to

» How the brand type influences the willingness-to-pay of the consumers of an official quality
signed agri-food product?
» How the brand type influences the quantity purchased by consumers of an official quality
signed agri-food product?
» How the brand type influence the consumer price acceptance of an official quality signed
agri-food product?
These questions constitute the main focus of this research, seeking the behavioral responses to

official quality signs and brand type.

To complete the research on the process of value creation, we include the consumers’ perceived
value. According to Zeithalm, itis “the consumer’s overall assessment of the utility of a product
based on perceptions of what is received and what is given” (Zeithaml, 1988, p. 14). Perceived
value can also be approached as the value of the consumption itself, referring to the experience
of tasting or using. We complete the measurement of perceived value with the dimension of
spirituality because of the moral responsibility in organic consumption that may tend to spiritual
growth (Holt, 1995).

» How the brand type and official quality signs influence the perceived value of an agri-food
product?
» How the brand type and official quality signs influence the concept of spirituality of an
agri-food product?
We aim to investigate the conversion of the perceived value and spirituality into a price

premium, purchased quantity, and price acceptance. We suggest that customer perceived value
and spirituality influence market performance in an intermediate effect between stimuli and

customer behavior.

» To what extent customer perceived value is transformed into market value?
» To what extent spirituality is transformed into market value?

Following our previous results, we suggest that the store type influences consumers’ behavior.
The literature found that a positive store image influences significantly the purchase intention
of consumers (Grewal, Krishnan, et al., 1998), but the studies focusing on the store types are
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rarer. We suggest that the store type which is the consumers’ place of purchase influences the

consumers’ perception and behavior.

» What is the influence of store type on customer perception and behavior toward official
quality signs?
We also call into question the role of the reference price in the purchase decision. The reference

price is confronted with the market price during the purchase, and the transaction utility is
perceived as the difference between the two prices. The consumers assess the market price and

make a decision.

» What is the influence of the reference price on the willingness-to-pay?
» What is the influence of the reference price on the purchased quantity?

We use the marketing literature to identify important variables that may influence considerably
the results of WTP and purchased. We suggest that a previous purchase is a key determinant of

several variables.

» What is the influence of previous organic purchases on the reference price?
» What is the influence of previous organic purchases on the willingness-to-pay?
» What is the influence of previous organic purchases on purchased quantity?

Finally, because of the heterogeneity of previous studies’ results, we integrate socio-

demographic characteristics to analyze their effects.

» How the socio-demographic variables influence the effect of official quality signs on WTP
and purchased quantity?

These questions are crucial for the agri-food sector and the product valorization mechanisms.

1.1.3 The choice of an experiment

The experiments consist of answering one specific question in an artificial and thumbnail
environment. They must be controlled and replicated to observe reactions to a specific
condition. The researchers provoke a situation in favorable conditions (Serra, 2012). In
experiments, the key feature is “to deliberately vary something so as to discover what happens
to something else later — to discover the effects of presumed causes” (Shadish and al., 2002, p.
3). An experiment is a test operated under controlled conditions to determine the cause, effect,

and causal relationships between several variables.
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Table 75 The vocabulary of experiments from Shadish and al, 2002

Experiment type Description

An experiment in which units are assigned to receive the treatment or an
alternative condition by a random process such as the toss of a coin or a table of
random numbers.

Randomized
experiment

Quasi-experiment An experiment in which units are not assigned to conditions randomly.

Not exactly an experiment because the cause usually cannot be manipulated; a
Natural experiment study that contrasts a naturally occurring event such as an earthquake with a
comparison condition.

Nonexperimental Usually synonymous with the correlational study of observational study; a study
design that simply observes the size and direction of the relationship among variables.

The randomized experiment is preferred because very few assumptions are transparent and
testable in a stable environment. It increases the internal validity of the experiment, compared
to the quasi-experiment. The external validity depends on the experiment itself and the sampling
method that we discuss further. It also allows researchers to test specific relationships in a stable
environment where only a few variables can be controlled and changed, to observe their real

effects or non-effects. Several research methods imply different degrees of control.

At this stage, the stake is to elaborate a study that answers the research questions with a
judicious choice of methodology, close to reality but with controlled variables. This quantitative
phase uses experimental economics to suit the objectives of the research. The use of a
questionnaire after the experiment measures consumers’ perceptions and characteristics.
Experiments are revealed preference methods that complete market data to observe and analyze
the customers’ preferences. Different research domains developed interests in the measurement
of WTP, as it is a support to understand the psychology of respondents and a good tool for
economics and managers. It gives information about the preferences of consumers (Ginon et
al., 2014).

The experiment avoids the bias of the attitudinal data. Table 4 presents the pros and cons of
willingness-to-pay measurement. We did not choose the field experiments because of the
related difficulties (Breidert et al., 2006), and they do not offer researchers the control of
variables. We take into consideration the gap between lab experiments and field real behaviors
(Drichoutis et al., 2008).
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Table 76. Pros and Cons of WTP measurement methods

Method type Method Reference Pros Cons
Feasible on new concepts and new products and Poor external validity because of the hypothetical
Wertenbroch & nonmarket public goods. A flexible method to study a answer, response incentive effects interfere with value
Skiera, 2002 specific aspect (entire good, attributes, repeated evaluation, and distortion of consumers answers
Surveys choices..) because of the different reference frames.
. Unnatural focus on price, overstate prices, does not
Breidert, Hahsler, . . .
Useful for the early conceptual phase of a product take into consideration the WTB, over or
& Reutterer, 2006 .
undervaluation,
Highlight the compromise of the consumers between Hypothetic bias, constraint are not taken into
Gall-Ely, 2009 different product characteristics, and allow an analysis  consideration by the respondents, different from real
of the consumers’ profiles and choices. cases.
. Not realistic, price does not have a utility, attributes are
Breidert, Hahsler, . , i
Qualitative & Reutterer 2006 Measure the attribute’s value, not additive-compensatory, responses to the second
studies and Conjoint ' question depend on the price offered in the first
survey data analysis consistent with Lancaster’s theory of utility Identification of WTP and market demand relatively
maximization, CBC closely mimics consumers’ typical complex, difficult to incorporate consumer
Lusk & Hudson, shopping experiences, allows a researcher to demographics and other explanatory variables, not
2004 investigate trade-offs between several competing generally supported by existing software, subjects’
product attributes, such as price, package size, responses may be inconsistent and influenced by the
nutrition, etc, increase realism for participants. complexity of the choice task.
Alow incentive for revealing real WTP, open questions
Contingent Gall-Ely, 2009 Allows WTP and price elasticity, easy to realize. make up an unrealistic situation of purchasing,
evaluation consumers modify deliberately their answers.
and may not be incentive-compatible in a hypothetical
psychological Lusk & Hudson, Statistical efficiency, double-bounded dichotomous context, responses to the
price 2004 questions are better than single-bounded first and second dichotomous choice questions may not
be perfectly correlated
Wgrtenbroch & Realistic, high external validity.
Realistic Skiera, 2002
Field Breidert, Hahsler, . . . Harder to conduct because of the price change and the
. Purchase Real shopping experience, longer time intervals o
experiment Setting & Reutterer, 2006 long-time interval
Lusk & Hudson, Good target, not too costly, decrease bias of the fees,
2004 good context
. j iy re of th riment, I rnal
Laboratory Breidert, Hahsler, . . Sub]gcts are aware o the experiment, low egte a
. Quick to obtain data validity, bias if the respondent does not use its own
experiments & Reutterer, 2006

money




(real lab or
virtual lab)

Make parametric assumptions about the shape of the
market demand curve, real good, and money with

Expensive as subjects are paid, which can lead to bias in
bids and a limit sample size, all substitutes or

Vickrey
auction

Lusk & H n . . . ) ) . . ——
25;4 & Hudson, properly aligned incentives, model determinants of alternatives cannot be in the experiment, the bid might
WTP, subjects take into consideration the feedback as be affiliated, fail if the participants are disinterested
in real markets and do not bid
Wertenbroch & Consumers do not emulate point-of-purchase

Skiera, 2002

Consumers true WTP, real transactions

behaviors, the bid higher than the reality, limit the
external validity

Gall-Ely, 2009

Real WTP is expressed by respondents, real choice
context, real transactions.

Far from making decision process at the point-of-
purchase, competitive atmosphere, lower WTP than
reality, not tested on high prices

Breidert, Hahsler,
& Reutterer, 2006

Good understanding of the mechanism

Overestimation of WTP

First auction

Gall-Ely, 2009

Easy to conduct, direct measurement

Strategic bias, underestimation, not tested on high
prices

Wertenbroch &
Skiera, 2002

Theoretically incentive-compatible, realistic,
transparent to respondents, and operationally efficient

Market practitioners have not relied on this approach

The strategic bias of under or upper estimation, not

BDM lottery  Gall-Ely, 2009 Direct measurement on WTP tested on high price and in a competition situation
Breidert, Hahsler, Good understanding of the mechanism
& Reutterer, 2006
) Wgrtenbroch & Incentive compatible and high external validity Prevent marketers from extracting maximum
Transaction Skiera, 2002 consumers surplus
Data Easy to conduct, a direct measurement can be lower WTP than reality, strategic bias, not tested on
Gall-Ely, 2009 . . . . . .
conducted at the point-of-purchase high price or competitive situation
Results are reliable if the data are comparing
Price substitutable products, with close brands, and if the
Sales data elasticit Gall-Ely, 2009 High external validity, realistic market data. variation is not too much collinear, precise WTP is
Y unknown and can be used only on existing and past
market data.
Breidert, Hahsler, = The assumption that past demands can be used to data are aggregated over time and different stores, the
Panel Data - . customer panel does not adequately represent the
& Reutterer, 2006 predict future markets. Behavior, real purchases. market
Store Breidert, Hahsler,  Useful for observing the response Data are aggregated at the store level, individual-level

Scanner Data

& Reutterer, 2006

to short-time price variations, real purchases,

repeated purchase behavior cannot be extracted
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The lab experiment for agri-food products is preferred. The methodology enables the control of
variables which provides a better measure of the influence of chosen variables (Akaichi et al.,
2012; Bernard et al., 2006; Bernard & Bernard, 2009, 2010; Larceneux & Renaudin, 2016;
Noussair et al., 2001; Schott & Bernard, 2015).

1.1.4 The choice of auction

Experimental auctions are chosen to elicit the respondents’ willingness-to-pay. They are
considered as incentive-compatible methods that provide real preferences with the “true” value
of products. The auction is accompanied by surveys thereafter, to obtain information and
complete the correlation model. Surveys have been largely used in marketing researches, and
particularly for organic products. They identify a higher willingness-to-pay for organic products
(Aslihan Nasir & Karakaya, 2014; Paul & Rana, 2012; Teng & Wang, 2015, p. 1073; Tsakiridou
et al., 2008). Other surveys have been conducted about willingness-to-pay for ethical products
like non-genetically modified social features, fair trade, or animal welfare (Auger et al., 2008;
J. L. Lusk et al., 2005; Roosen et al., 2003).

Among the numerous experimental economics methods, experimental auctions are very popular
(Table 24 Auction Types). Experimental auctions are “incentive-compatible and are conducted
in a non-hypothetical context involving real goods and money” (Drichoutis et al., 2008, p. 446).
The experimental auctions curb the significant difference between real and hypothetical
payments. Table 49 displays the methods and results of several auctions experiments that have

been conducted to assess the WTP of the organic version of agri-food products.
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Table 77 Summary table of experimental auctions in organic WTP studies

Number Significant socio-
Authors Date Journal Title Products of Methodology Results g . .
- demographic variables
subjects
Assessing consumers'
s Journal of WTP for different Multi-units Consumers are WTP more for organic, but . . .
Akaichi, . . o . . . Health issue - high price -
- 2012 agricultural  units of organic milk Milk 78 Vickrey the WTP decreases with the number of . .
Nayga, Gil . . . . taste - lack of information
economics evidence from auctions units they buy.
multiunit auctions
Comparing parts with
Journal of the whole: WTP for . WTP higher for an organic, market segment
Bernard, . .. Potatoes, Auction . . >
2010 agricultural  pesticide-free, non-gm 154 - with sociodemographics (- small farm can
Bernard : - sweet corn experiment .
economics and organic potatoes use organic
and sweet corn
Agricultural An Experlmental Potato .
Investigation of . . . Consumers pay more for organic products
Bernard, and . chips, 13 Vickrey's
Consumer Willingness . : than other products, and when Free GM
Zhang, 2006 Resource tortilla 79 auctions S . ool
. - to Pay for non-GM - . . food isn't available, consumers are willing
Gifford Economics . chips, milk experiments .
. foods when an organic to pay even more than others for organic
Review o chocolate
option is present
Potatoes WTP is higher for fresh products, Organic is
Agricultural  Differences in WTP ’ more favored over conventional products
sweet corn, . , .
and and consumer demand Vickrey's than non-GM versions, demands for
; potatoes . . . .
He, Bernard 2011 Resource for organic and Non- chips 154 auctions conventional versions are the least price-
Economics gm fresh and torilia experiments sensitive except for potatoes were organic
Review processed food chios is the least price-sensitive, non-GM is very
P price-sensitive,
Milk . . .
. 7 auctions Consumers paying for premium products
. (convention . o ) .
American . . sessions (certified) don't go back to conventional, .
What is about organic  al-rBST free e . Age, gender, education,
J Bernard, D Journal of . - L (usual and even if price increases. Consumers with . . .
2009 . milk? An experimental - antibiotics 154 . : . . . incomes, children in the
Bernard Agricultural . Vickrey) the belief that conventional milk hasn't the - -
- analysis free- : . n e . family, a primary shopper
Economics organic) - (experimental  same properties of the "special" milk will be
Thge Us economy) willing to pay more the special milk.

225



Comparing

The bids for the organic milk is the highest,

consumer's Auctions . .
Journal of L . followed by noncertified organic and then . -
willingness to pay for Milk (usual and . . . Education, origins
L Schott, JC food . . . conventional. The premium WTP is - .
2015 S conventional, (convention 128 Vickrey) . . . (caucasian), age, primary
Bernard distribution . . - : modified according to the size of the farm. :
noncertified organic al, organic)), (experimental . . shopper, diet
research S Small farms have a significant premium
and organic milk from economy) . .
even if they are not certified.
small and large farms
Individuals WTP is affected by information
Willingness-to-pay for treatment, and more people know about
natural, organic, and the organic, less expensive is the premium
McFadden, 2017 Food Polic conventional foods: apples, eggs, 273 Random nth they want to pay for it, inversely to age - gender - incomes -
Huffman Y the effects of broccoli price auctions  "natural" premium. Nonsignificant organic ge-g
information and on WTP if not certified. The demographics
meaningful labels are important. WTP increases with the
wholesomeness of the product.
Should I pay more?
Journal of The relationship Survey and
Bishop, 2018 Marketing between normative Organic and Vickrey Normative beliefs and WTP are very None
Barber Theoryand  beliefs and WTP for local wine auctions on weakly connected.
Practice organic and local the field
products
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In the literature, the most used auctions methods are Vickrey’s nth-price auction, the DeGroot,
Marschak mechanism (BDM), and the random nth-price auction (J. Lusk et al., 2004). The
BDM mechanism and the nt-price auction share the property that all participants have a
reasonable chance of winning. The BDM mechanism is not strictly an auction, as participants
do not bid against each other, but we include the mechanism in the auctions methods,
considering that subjects bid against the computer. As we want to offer the possibility to
winners to buy more than one unit of the product, we must choose either the BDM mechanism
or the random nth-price auction. These two methods are very similar but show two important
differences. First, the random nt-price includes that bidders play against each other. Second,
in the nin-price auction, each bidder has a chance of (N-1)/N, where N is the number of bidders,
that another bid is drawn as the price. In our study, there is no need for bidder competition or a

statistical chance of winning.

We adopted a variant of BDM auctions proposed by Becker, DeGroot, & Marschak (1964)
corresponding to a random price sale. This choice corresponds to several requirements of our
study. A sale price is randomly drawn by the computer from the distribution of prices.
Participants’ auctions are not interconnected, which allows individual experiment and do not
require simultaneous group experiment. A given bid determines only whether the bidder has
the right to buy the good that is auctioned. Moreover, the BDM separates what people say from
what they pay so a person’s weakly dominant strategy is to state her true WTP in the BDM
mechanism. Concerning technical specifications, the value of the official quality sign is
assessed with the consumers’ willingness-to-pay, and the number of items consumers want to
buy according to the quality. The experiment requires an auction that can assess both variables.
The BDM experiment protocol is easily adaptable to know the number of items the respondent
want to buy at their price, and at the random price. Based on the BDM process, we developed
a protocol that able us to assess the willingness-to-pay and the number of items before and after
the random price has been revealed. We assess the random price acceptance for the respondent

who lost the bid, and the modification of willingness-to-buy with the new random price.

The auctions would be influenced by certain factors that we must take into consideration. A

cross-price effect influence the measurement of willingness-ot-pay in-store. The willingness-

ot-pay for a product with an improved quality depends on the price of the regular product. We

chose substitutable products. Also, we are aware of the possibility that the measurement of

mean willingness-ot-pay hides a possible very profitable niche market by misidentification or

by under prediction. Finally, willingness-to-pay is also influenced by the features and price of
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alternative products that are not presented during the experiments (Alfnes, 2009; J. L. Lusk &
Hudson, 2004).

1.1.5 The choice of the stimuli

The choice of stimuli was made under several criteria. As we work on official quality signs, the
product should commonly wear at least one of the two labels. As the stimuli in experiments are
less effective than in-store, we chose a product that sends a clear message to the respondent.
We chose a virtue food product with a low degree of processing (a natural version of a product)
because it enhances the influence of quality signs on consumers’ perception and behavior —
willingness-to-pay (He & Bernard, 2011; Shepherd et al., 2005; Van Doorn & Verhoef, 2011).
We also chose an animal product to echo the first studies about eggs and have similar animal

welfare considerations.

We have chosen the fluid milk market because it is one of the main organic food product
categories. The cow and the laying hens’ are often studied for their products’ daily use in
households and the interest for welfare from consumers (B. Clark et al., 2017). The official
label “Agriculture biologique” (AB) is known by the almost totality of the French population
(Agence Bio, 2018). In 2020, 44% of consumers claimed to buy organic milk (Agence Bio,
2020). The market is growing and promising according to the market report. Organic consumers

mostly buy fluid milk in supermarkets, but also convenience stores and farm-direct sell.

Table 78 Purchase location for fluid milk (626 organic consumers)

Specialized Open Farm / convenience Do not
p P HSMKT Artisan local Drive Others buy the
stores market store
products product
5% 3% 71% 2% 6% 5% 6% 1% 1%

The diversity of prices in the market is increasing because of the new production processes and
product quality (farm animal living conditions, animal welfare, antibiotics, animal feeding
quality...). The price differentiation is based on two public authority actions — price regulation
and official quality signs — and other quality signals (brand types, store types, other quality

signs..).

The organic label is the main factor of the experiment. We analyze its combined effect with two
mainstream brand types: the national brand and the private label. According to the literature we
reviewed, the national brands are generally more expensive than private labels, but the organic
label generates more value when combined with private labels than national brands (Larceneux

& Renaudin, 2016). Both variables are controlled during the experiment and generate four
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scenarios. All brand and quality versions are substitutable (Bernard et al., 2006). Each scenario

is presented with a short sentence that contains the information of the brand type and mentions

if it is organic. The non-organic is not mentioned specifically.

Table 79 Product types of the experiment and associated presentation

Product Type

Organic

Non-organic*

National Brand

A

B

Text in French

Depuis plus de 30 ans, la marque
NaturLait vous apporte tout son savoir-
faire et s'invite sur la table de vos petits
déjeuners. Nos laitiers s'engagent chaque
jour pour une agriculture plus juste.
Notre lait vous offre 'expression des
saveurs des paturages francais. Toutes
nos gammes sont certifiées
«Agriculture Biologique ».

Depuis plus de 30 ans, la marque
NaturLait vous apporte tout son
savoir-faire et s'invite sur la table de vos
petits déjeuners. Nos laitiers s'engagent
chaque jour pour une agriculture plus
juste. Notre lait vous offre I'expression
des saveurs des paturages francais.

Translation to
English

For more than 30 years, the brand
NaturLait offers you all its know-how and
accompany your breakfasts. Our dairy
farmers are committed every day to fairer
farming. Our milk is full of French
pastures. All our ranges are certified
"Organic Agriculture".

For more than 30 years, the brand
NaturLait offers you all its know-how
and accompany your breakfasts. Our
dairy farmers are committed every day
to fairer farming. Our milk is full of
French pastures.

Private Brand

C

D

Text in French

Depuis plus de 30 ans, le produit de
votre distributeur NaturLait vous
apporte tout son savoir-faire et s'invite
sur la table de vos petits déjeuners. Nos
laitiers s'engagent chaque jour pour une
agriculture plus juste. Notre lait vous
offre I'expression des saveurs des
paturages francais. Toutes nos gammes
sont certifiées «Agriculture Biologique

Depuis plus de 30 ans, le produit de
votre distributeur NaturLait vous
apporte tout son savoir-faire et s'invite
sur la table de vos petits déjeuners. Nos
laitiers s'engagent chaque jour pour une
agriculture plus juste. Notre lait vous
offre I'expression des saveurs des
paturages francais.

Translation to
English

For more than 30 years, your store delivers
its own brand NaturLait and offers you
all its know-how and accompany your
breakfasts. Our dairy farmers are
committed every day to fairer farming.
Our milk is full of French pastures. All our
ranges are certified "Organic Agriculture”.

For more than 30 years, your store
delivers its own brand NaturLait and
offers you all its know-how and
accompany your breakfasts. Our dairy
farmers are committed every day to
fairer farming. Our milk is full of French
pastures.

*The non-organic products do not explicitly specify that it is not organic.

1.2 The cow milk market

In this study, we focus on the fluid cow milk market. Milk is a highly segmented market with

several specificities and a peculiar history related to public authorities (1). We briefly present

the market situation and evolution (2).
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1.2.1 Specificities: A historical interventionist policy and a high price volatility

In the history, the public authorities develop several policies for milk market regulation The
European Union based the regulation policy on price support and volume regulation, to control
the supply chain and protect the market from external competition. The high price guarantee
re-launch the market investments but refrain from the exportations. To avoid the accumulation
of stocks, the public authorities implemented quotas. For fifty years, the milk market was
regulated by these two levers to manage international price competitiveness and regulate
national offer. Since 2015, quotas are not applied anymore, but several contracts between
stakeholders bound the production growth. The numerous reforms in the Common Agricultural
Policy generated high volatility and insecurity for producers. It contributed to the establishment
of a climate of crisis in the dairy sector. The price determination is based on competitors,
negotiations with stakeholders, and inter-professional associations, and depend largely on the

market.

The sector of milk and dairy products largely relies on quality signals to improve the market

price and increase the negotiation power of stakeholders, especially farmers.

1.2.2 Generalities: the market of cow milk

The milk market is progressively saturated in Europe, and face high price volatility (1).

Consumers tend to organic milk but decrease their general consumption of the product (2).

General market trends

France is the second European producer of cow milk after Germany with a turnover of 29.8
billion euros in 2013. A large part of the turnover depends on the consumer market. The number
of livestock is decreasing more strongly in France than in other European countries. With the
end of the quota policy, the farms’ size is slowly increasing. Moreover, the average return per

cow is also in a positive trend (CNIEL, 2020).

Table 80. Evolution of the cow milk production in France from 2000 to 2018

2000 2005 2010 2016 2017 2018
Number of farms 70732 N/A 48717 45229 45226 45227
Number of production animals 69 N/A 92 106 105 106
Milk production (millions of
. 23169 23133 23332 24407 24325 24324
liters)
Average return (liters/year) 5358 5823 6285 6711 6763 6844

The national market is the first market for French production. Fluid milk represents 9% of the

production, behind cheese production (21%) and butter (14%). The price valorization of milk
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depends on the processed product it is intended (Gouin & Kroll, 2018). The non-price
competitiveness of the production method of fluid milk is based on organic quality, mountain
area production, and region of origin. Other criteria are enhancing the market differentiation, in

particular brands with an important notoriety and marketing campaigns (Perrot et al., 2018).

The price volatility encourages a short-term vision of the market for farmers, and slow down
the investments. Nevertheless, organic milk market shares are increasing in terms of value.
They represented 12.5% in 2016 and 14.7% in 2018 (Agence Bio, 2019a).

Consumers and milk

Rural economists identified an increase in higher quality products demand, but a low
willingness-to-pay for the quality. The organic quality is perceived as a good lever for fluid
milk market for non-price competitiveness (Perrot et al., 2018). The annual rate of consumer
price inflation increased for fluid milk from 1990 to 2018. But the sales volumes are decreasing
in terms of purchase frequency and quantity. Nevertheless, organic milk volumes increased
because of new consumers that shift from conventional to organic quality (France Agrimer,
2018). Consumers consider organic milk less harmful to the environment, but also healthier and
high quality (Bonnet & Bouamra-Mechemache, 2015).

Among consumers who already purchased organic quality food, 44% declare purchasing
organic milk, more than other dairy products (39%), and cheese (43%). Neither gender,
professional category of age seems to affect the consumption pattern. A large majority of

organic milk purchase is carried in supermarket and hypermarkets (71%) (Agence Bio, 2020).
1.3 The conceptual model

The conceptual model is developed based on the literature review and the previous studies on
market data. The experimental method requires the choice of the variables (1) and the choice
of the methodology (2). We develop a Tobit model and a series of models to measure the

mediation effects.

1.3.1 The choice of the variables

From the research questions previously developed and within the process of elaboration of the
conceptual model, we must select the variables that design the frame of the experiment. The
variables are described below according to their characteristics: Independent, dependant,

mediating, or moderating.
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The independent variables — What we control

The objective is to analyze simultaneously the brand type and the official quality signs effect
on consumer behavior. Our doctoral thesis focuses mainly on the effects of official quality signs
on marketing performance. The influence of brand type for official quality signs has not been

studied with revealed preference. We also investigate the mediation effect of perceived quality.

The official quality sign

This thesis focus on the effects of the responsible labels developed by the public authorities on
the market performance of the agri-food product. For technical reasons already mentioned
above, we chose the organic label that suits better to the product. The notoriety of the organic
label for the selected product is important and relevant. The use of the famous organic label

avoids potential biases due to the weakness of the stimulus through an internet experiment.

The brand type
Based on the identified effect of brand on customer behavior in the literature review and the
results of previous empirical studies, we included brand type in the experiment. We use the

national brand and the private label as controlled variables of the study that act as stimuli.

The dependent behavioral variables

We analyze the influence of these two controlled variables on several other variables. We first
display the behavioral variables’ characteristics. Then we pr