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Why Might Organic Labels Fail to Influence Consumer Choices?
Marginal Labelling and Brand Equity Effects

Abstract

An organic label offers a market signal for producers of organic food products. In Western
economies, the label has gained high recognition, but organic food still represents a small part
of total food consumption, which raises questions about the label’s efficacy. By considering
organic labels a signal of quality for consumers, this article studies how this signal interacts
with brand signals when both are visible to consumers, applying a cobranding framework.
This research examines the moderating effect of the brand on organic label effects. In a 2x2
experimental design using real consumers (n=122) in a shopping context, it found that,
depending on brand equity, the marginal effect of organic labelling information in terms of
perceived product quality vary. In particular, when brand equity is high (low), the organic
label appears less (more) effective. However, regardless of the brand equity level, an organic
label makes the environmentally friendly attribute salient, which has a positive impact on
perceived quality. Pertinent implications for marketing and public policy are discussed.

Keywords Organic label, Brand equity, Label equity, Co-branding, Perceived quality,

Environmentally friendly
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Modern global challenges, such as climate change and public health crises, push public
authorities to defend and improve the long-term collective welfare of the populations for
which they are responsible. To achieve this goal, sustainable consumption can be a critical
contributor and encourage sustainable growth (Heiskanen and Pantzar 1997). The 1994 Oslo
Symposium on sustainable consumption has established that the principles of democracy and
the reality of control limitations demand that changes in consumption patterns be achieved not
by force (e.g., bans) but rather through responsible consumer choices (Scammon and Mayer
1993) facilitated by the provision of independent information on markets. Because they allow
for freedom of choice and avoid distorting market prices (Pearce 1991), labelling practices
tend to be a preferred option to attain various objectives; for example, nutrition labels serve
public health objectives (Mannell et al. 2006), and environmental labels aim to achieve
ecological goals (see Koos 2011). In the food sector, official organic labels attempt to
promote the development of organic farming and more sustainable consumption (Thegersen
2000).

Yet current consumption lifestyles remain largely unsustainable, and progress toward
sustainable consumption has been slow (Thggersen 2004). Increases in organic consumption
in many Western economies might have resulted from labelling strategies, but organic food
still represents a small percentage of farming production in OECD countries (Hughner et al.
2007) and of consumption (Thegersen 2010). For example, 25 years after the creation of the
official organic label AB, only 2% of the total food market in France is organic. Discussions
of labelling as a tool to encourage organic consumption thus require special attention to final
demand-side aspects, that is, consumers’ point of view and the reasons consumers do not buy,
or even intend to buy, organic products (Beckman 2005). We therefore adopt the consumer
perspective and deliberately leave aside other aspects, such as supply conditions (e.g., amount
of dedicated land, retail availability).

Some research suggests that organic consumption might suffer from negative consumer
perceptions, such as expensive perceived prices (Davies et al. 1995), lack of appeal (Latacz-
Lohmann and Foster 1997), poor trust in labels, or lack of perceived value (Makatouni 2002;
We build on this latter argument: Strictly speaking, an organic label is a proof of certification
that demonstrates compliance with specific requirements in production processes. But apart
from a niche market of well-informed or concerned consumers, is what the label signals
sufficient motivation to purchase more expensive products and thus to encourage sustainable
consumption? If so, what conditions might make labels more or less effective? Do official

labels offer enough added value, compared with other signals, such as trade brands?
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Furthermore, a more provocative approach to labels identifies them as cues to global
quality, rather than just proof of certification. Therefore, we explore how consumers might
infer subjective quality beliefs from the label, in line with a halo effect. Accordingly, we
follow previous work that has shown that consumers often perceive organic products as
healthier, tastier, safer, and supportive of local economy (Hughner et al. 2007; Lodorfos and
Dennis 2008), as well as environmentally friendly. Zanolli and Naspetti (2002) find that
health provides a primary consumption motive, even without proof that organic food is better
for people’s health. By providing information about several product attributes, an organic
label thus competes with or complements other signals (or cues, in marketing terminology;
Grunert 2005)

Therefore, this study makes several specific contributions. We consider how the context
in which labels appear influences consumers’ perceptions. As Thggersen (2002) noted, if
other relevant information competes for the consumer's attention, consumers may easily fail
to notice relevant labels in the buying situation. In particular, we investigate the combined
effect of two cues, the label and the trade brand, according to a cobranding theoretical
framework (Geylani et al. 2008; Janiszewski and Van Osselaer 2000; Park et al. 1996; Rao
and Ruekert 1994; Rao et al. 1999). We investigate the marginal value of an organic label that
appears in combination with a brand, including whether that value varies for brands with high
versus low equity. When a brand enjoys high brand equity, consumers feel confident that they
know and can trust its product characteristics, so they may consider the organic label less
useful.

This question has both political and managerial implications. Before companies adopt
labelling strategies, they need assurance that the binding specifications will translate into
effective commercial arguments and competitive advantage (Thggersen 2002). Producers and
retailers tend to adopt labelling strategies, which can be lengthy, costly, and difficult to
reverse, only if they are expected to be profitable, especially compared with other signaling
strategies, such as developing their own brand strategy or using advertising levers (Golan et
al. 2000; Thggersen 2000). This issue is particularly critical for retail brands, because large
retail stores might provide effective sites for convincing people that choosing organic
products is the best decision (Dytrtova 2008; Hofer 2000; Wier and Carlverley 2002). We
thus explore the differences between strategies that signal quality with just the brand and
those that add an official organic label. Do consumers perceive a significant difference? Is

organic labelling a profitable option?
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Literature Review and Hypotheses
Organic Labels as Signals of Product Quality
Following an economic theoretical framework, public authorities allow producers to use
organic labels to reduce the information asymmetry that exists when a producer has
information about product quality that consumers lack. As Akerlof (1970) shows, if the seller
cannot inform consumers of the superior quality of its product, it fails in the market, leaving
only poor quality products (i.e., “lemons”) available for purchase. To avoid this situation, the
seller must bear a cost to signal its quality (Spence 1974): Labelling is an option for doing so.
Good products are generally viewed as those with higher quality. But are they really?

What does quality exactly mean? Following Grunert (2005), we differentiate an economic
perspective, which focuses on the “market signal of quality” and its ability to convey
information about overall quality, from a marketing perspective, which explores the
inferences that a consumer makes when confronted with an extrinsic cue to form judgments of
overall quality and its dimensions. This differentiation echoes objective versus subjective
dimensions of quality. For example, as a form of certification, an organic label is an economic
signal, offering proof of objective quality because the product has been produced following
environmentally friendly requirements. From a consumer-oriented perspective though, the
label offers a cue that generates varied associations (Carpenter and Larceneux 2008) to help
consumers make evaluations of overall quality, assuming they understand and trust the label
(Koos 2011; Sgnderskov and Daugbjerg 2010; Thaggersen 2004). In France, organic label
recognition and knowledge is not an issue: 97% of French consumers recognize the organic
label “AB” (Opinion Way 2010) and 80% have eaten at least one organic product in 2011
(Ifop 2011). Because the label is issued by official third parties and backed by governments, it
should be a well-trusted cue (Roosen et al. 2003). Even if the organic label is supposed to
inform on environmental dimension, in line with various research (Golan et al. 2001; Nayga
1999; Jahn et al. 2005), results are not clear about the real overall perceived quality.
Following Van Doorn and Verhoef (2011), in the specific case of virtue products, i.e.
wholesome and nourishing, we suppose that consumers likely use the organic label to infer
positively overall quality. As such, labelling policy would help to differentiate good from bad
products. We postulate:

Hla: The presence of the organic label on a product positively influences consumers’

perceptions of overall product quality.

From Holbrook and Corfman’s (1985) and Zeithaml’s (1988) research, we know that

perceived overall quality represents the combination of consumers’ perceptions of attributes.
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In food markets, Grunert et al. (1996) distinguish four attribute dimensions that determine
consumers’ product quality judgments: (1) sensory attributes, including taste, appearance, and
smell, though for food, taste is dominant (Lodorfos and Dennis 2008; Thomson et al. 1994);
(2) health attributes (e.g., food safety, positive effects on health); (3) process attributes, which
assumes consumers’ interest in process specifications (Lodorfos and Dennis 2008); and (4)
convenience. The organic label informs consumers about specific characteristics, which lead
to descriptive beliefs, but it also indirectly tells them about other attributes by generating
inferential beliefs. Descriptive product beliefs derive from information provided by the cues
in the shopping environment (Fishbein and Azjen 1975), which prompt a recalibration of the
original information in more explicit terms (e.g., a “hand pressed” label on a bottle of wine
generates the belief that the wine has been produced using traditional methods). The
consumer constructs a belief based on a clear correspondence between the source and attribute
information. In the specific case of the organic label, and given that the consumer knows,
understands, and trusts the label, it logically prompts the belief that the product is produced
using an environmentally friendly process, such as one without pesticides (Hughner et al.
2007; Roddy et al. 1996; Soler et al. 2002; Squires et al. 2001; Wandel and Bugge 1997). We
thus predict:

H1b: The presence of the organic label on a product makes consumers associate the

product with descriptive belief of environmental friendliness.

Beyond descriptive beliefs, inferential beliefs might arise (Grunert, 2005). These beliefs
occur through inferential processes (Van Birgelen et al. 2000), through an elaboration of
meaning beyond that provided explicitly (Pinson 1986). Thus inferential beliefs are due to
halo effects (Broniarczyk and Alba 1994) based on strong mental inter-attribute associations
(Johnson and Levin 1985; Kardes 1988). Attribute associations are also the basic cause of the
so-called “magic bullet” effect (Roe et al. 1999). For example, in a qualitative study, French
people expressed their belief that organic salmon offered better quality in terms of taste and
health (Beckman 2005), though neither of these benefits was certified by the label. Organic
consumption research similarly has found that the main motives for consuming organic
products include perceptions of superior taste (Hughner et al. 2007; Magnusson et al. 2003,
Roddy et al. 1996; Schifferstein and Oude Ophuis 1998; Wolf McGarry et al. 2009) and
health concerns (Chinnici et al. 2002; Huang 1996; Hughner et al. 2007; Hutchins and
Greenhalgh 1995; Mondelaers et al. 2009a; Schifferstein and Oude Ophuis 1998; Tregear et
al. 1994; Wolf McGarry et al. 2009; Zanolli and Naspetti 2002), though these benefits have
not been proven (Hoefkens et al. 2009). Thus, we hypothesize:
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H1c: The presence of the organic label on a product causes consumers to associate

the inferential beliefs of good taste (i) and reduced health risks (ii) with the product.
Organic Labels as Signals of Quality in Competition with Others
Little research has analyzed organic labels’ efficiency in context (Anders and Moeser 2008;
Thggersen 2002; Thomson 1998), though multiple cues might inform consumers about
product quality, especially in food markets (Grunert 1995). Among the various extrinsic cues,
brands are fundamental to the consumer evaluation process (Dawar and Parker 1994; Rao et
al. 1999). From a signaling perspective, brands provide signals of unobservable quality (Rao
and Ruekert 1994; Rao et al. 1999; Wernerfelt 1988) that might complement or compete with
organic labels in terms of their effects on product quality judgments (Gray-Lee et al. 1994).
According to Koos (2011), research into the effect of a plurality of quality signals is
desperately needed to understand labels’ efficacy. This may contribute to the apparent
contradiction that, although organic labels have high credibility and can influence consumer
perceptions (Erdem and Swait 1998; Thggersen 2000), even the most environmentally
conscious consumers do not always choose products on the basis of their environmental
features (Rokka and Uusitalo 2008; Thaggersen 2004; Thegersen and Olander 2003).
According to Hughner et al. (2007), a primary deterrent to their purchase is satisfaction with
current food sources. Consumers might buy a nonorganic, brand name product if that brand
conveys high overall quality. Therefore, attitudes toward a product should depend on its brand
and the level of brand equity it attains.

Brand Equity and Label Equity: Cobranding and the Marginal Labelling Effect (MLE)
Brand equity refers to “a set of brand assets and liabilities linked to a brand, its name and
symbol, that add to or subtract from the value provided by a product or service to a firm
and/or to that firm's customers” (Aaker 1991, p. 15). Building brand equity requires marketing
actions; higher spending on reputation creates a more credible signal of quality for consumers
(Erdem and Swait 1998; Ippolito 1990; Rao and Ruekert 1994). Keller (1993) proposes
splitting brand equity into two dimensions, brand awareness and brand image, where the latter
is based on associations or clusters of beliefs associated with the brand (Geylani et al. 2008).
As a global signal of quality, a brand also serves as a cue for evaluating or predicting
performance on a set of relevant attributes (Park et al. 1996), in parallel with the inference-
making process for labels.

We propose that third-party labels constitute specific types of brands that cover

different types of products that fit the required specifications. Similar to brand equity, we
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define label equity (see also Carpenter and Larceneux 2008) as awareness and a set of
associations or beliefs that provide a strong, sustainable, differentiated advantage, compared
with that achieved by unlabeled products. In this perspective, when a brand adds an organic
label to its product packaging, the result is a type of cobranding. In a brand alliance, “two or
more brand names are presented jointly to the consumer” (Rao et al. 1999, p. 259; Geylani et
al. 2008); cobranding implies a physical integration of the two brands (Levin and Levin
2000). The cobranding framework can apply to different kind of alliances, such as a common
presence on a packaging, joint advertising or promotion campaigns, sponsorship of sports
activities, and so on (Lebar et al. 2005). It also can encompass the joint presence of a trade
brand and an official label.

Cobranding aims to enhance both brands’ equity through affect or association transfers
(Kim et al. 1996, 1998), because “two brand names may provide greater assurance about
product quality than one alone” (Park et al. 1996, p.454). However, brand equity transfers
occur mainly when an individual brand cannot signal quality by itself (Rao and Ruekert
1994). Several research works examine cobranding efficiency (Geylani et al. 2008;
Janiszewski and VVan Osselaer 2000; Park et al. 1996). For example, Janiszewski and Van
Osselaer (2000) demonstrate that two brand names compete (or interact) to predict product
performance, rather than acquiring predictive value independently; that is, they do not
necessarily join forces but can be redundant or detrimental. Park et al. (1996) demonstrate that
cobranding by two favorably evaluated brands does not lead to a more favorably evaluated
cobranded product, because of their redundancy and probably a ceiling effect. Therefore a
brand with high equity has less to gain from an association with an organic label than one
with less brand equity. Similarly, Mondelaers et al. (2009a) show that consumers prefer
organic products over weak branded products but not over strong branded products. Thus, the
effect of the organic label should depend on the equity of the associated brand, and it is more
accurate to consider the marginal effect of the label (MLE), in addition to the brand, to
estimate the usefulness of environmental labelling for a branded product. Hence, we
hypothesize:

H2a: The impact of an organic label on perceived overall product quality is weaker
when the original brand has high rather than low brand equity.

At the attribute level, Park et al. (1996) demonstrate the importance of brands’
complementarity for effective alliances. Brands are complementary when they have a
common set of relevant attributes but differ in their attribute salience or performance. In this

case, consumers tend to align their evaluation of the attributes of the cobranded product with
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the most salient or highest performing partner. Therefore, brands truly join forces, through the
alignment of the overall score with the top performer’s evaluation. When two brands are
evaluated favorably on the same attributes though, they offer redundant predictive
information and are inefficient as cobranding partners: They would obtain the same
evaluation even in a standalone scenario. Applying this reasoning, we predict that a brand
with high brand equity triggers an image of high quality and stronger, more numerous
associations. Central food associations, such as good taste and lower health risk, should be
more salient and better evaluated for high equity brands. Then through the halo effect
(Leuthesser et al. 1995), inferential beliefs such as environmentally friendly may also increase
for a high equity brand compared with a low equity one. The complementarity between the
label and the low equity brand in turn should be greater than that for the high equity brand and
enhance perceptions of product attributes (good taste, reduced health risk, environmental
friendliness) more. We hypothesize then that

H2b: The impact of the organic label on the strength of a descriptive belief about

environmental friendliness is weaker when the original brand has high rather than

low brand equity.

H2c: The impact of the organic label on the strength of the inferential beliefs about

good taste (i) and reduced health risk (ii) is weaker when the original brand has high

rather than low brand equity.
Reinforcing the Salience of Environment Friendliness for Product Quality Judgments
Even if consumers express environmental concerns (Alwitt and Pitts 1996), environmentally
friendly features may remain peripheral if there is no personal threat (Thggersen 2000),
because they will not be integrated into the overall quality assessments in normal food
product evaluations. Because of its associations with benefits such as taste, health, and
concern for the environment (Hughner et al. 2007), the presence of an organic label should
activate corresponding cues and make these attribute more salient to judgments of overall
product quality.
According to the accessibility—diagnosticity model (Feldman and Lynch 1988; Herr et al.
1991), the likelihood that a piece of information is used as an input to a judgment depends on
the accessibility and diagnosticity of this input, compared with that of alternative inputs.
Considering its salience for the organic label, the environmentally friendly attribute becomes
more accessible. The organic label, as a credible and certified quality signal, also should boost
consumers’ confidence in the information, which assures its diagnosticity of this attribute. We

hypothesize:
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H3: An organic label significantly increases the influence of the environmentally

friendly attribute in consumers’ judgments of overall product quality.

Field Study Methodology

To test the different hypotheses, we conducted a between-subjects 2 x 2 experiment in which
we manipulated brand equity (high versus low) and the labelling strategy (no label versus
organic label).

Product and Brand Manipulations

Because realism is required for research on environmentally friendly choices (Rokka and
Uusitalo 2008), we did our best to approximate real purchase conditions. Similar to Rao et al.
(1999), we conducted our experiment near the checkouts of Monoprix retail stores. In
addition, we manipulated differences in brand equity by using existing brands that, at the time
of the study, used an organic labelling strategy. Based on observations in five retail stores
across different product categories, we chose smoked salmon as the test category for several
reasons. Salmon is an interesting case of organic food because consumers’ demands might at
least partly explain the development of salmon farming (Beckman 2005). In France, this
product category includes a wide variety of positioning tactics (costs range from 3€ to 10€)
and quality levels, and various brands and labels appear on shelves. Furthermore, taste, health
and environmental issues are dimensions French consumers evoke when they assess quality of
organic salmon (Beckman 2005). Although salmon was once a product consumed only on
special occasions, it has become quite inexpensive and far more common.

In our experiment, 122 adult customers evaluated a salmon packaging, recruited right
after they completed a checkout at a Monoprix store. We kept only salmon buyers who
bought salmon at least once in the past year. They viewed one of four versions of our study
stimuli, then answered a short questionnaire that contained the dependent variables. These
stimuli featured full-scale, color copies of the original packaging of two real brands sold in
the store (Labeyrie and Monoprix private label), each with an added organic label or not (see
Appendix 1). Each respondent was randomly assigned to one of the four conditions
(Appendix 2).

The low equity brand was the Monoprix private label "M"; this brand covers a wide
range of products with mainstream positioning in terms of price, quality, and product features.
Brand equity research often uses mainstream private labels as benchmarks to measure a

national brand’s equity (Kamakura and Russel 1993), and Grunert (2005) has noted that “the
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lack of a brand history and the historical association of retailer brands with generic and low
price products results in consumers taking a retail brand as a cue indicating low rather than
high quality.” Monoprix also is a good setting for this study because its private brand
encompasses many products. For the high equity brand, we used the leading national brand,
"Labeyrie". Neither brand had adopted a specific positioning in relation to a natural or
environmentally friendly image.

Dependent Variables

We evaluated both perceived overall quality and three potential components of overall
quality: an environmentally friendly process of production, perceived good taste, and
perceived health risk. For the four dependent variables, we used single-item instruments on
seven-point scales ranging from “fully agree” to “fully disagree.” Respondents thus
considered the following question: “Please indicate your degree of agreement with the
following assertions: (1) This smoked salmon is of high quality, (2) This smoked salmon
seems to have a better taste than others, (3) Eating this smoked salmon could carry a risk for
my health, and (4) This smoked salmon seems to have been bred following an
environmentally friendly process.” We controlled for sociodemographic variables, purchase

frequency in the product category, and frequency of store visits.

Results

Manipulation Check

To assess differences in perceived brand equity, we used price image, a traditional aggregate
measure that assumes a brand with high equity can charge a price premium, all else being
equal (Lassar et al. 1995). We employed two questions to determine an appropriate price
range: “Below what price would you not buy this product?” and “At what price do you
consider that this product is being sold at an excessive price?” The wide price range of 3€ to
10€ corresponded with actual prices in the store. Price image constitutes the average
responses to these two questions, and our manipulation was successful: The image of the
product price for the low equity brand (M = 2.6) was significantly lower than that for the high
equity brand (M =4.1; t(12) = 4.9, p <.001).

Control Variables and Descriptive Statistics

Gender (x2(3) = 4.0, ns), age (x2(9) = 10.6, ns), and familiarity with the label (¥3(3) = 5.6, ns)
are equally distributed across groups, but purchase frequency is not (x2(3) = 14.8, p =. 002).

10
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Our filter question excluded any consumers who never bought salmon. We include this
variable in our analysis to control for its effect. In our sample, 30% of the respondents were
men; 24% were younger than 25 years, 60% between 26 and 60 years, and 15% were older
than 60 years. The descriptive statistics (means and standard deviations) for the two
conditions are in Table 1.

[Table 1 here]

Tests of H1: Organic Label as a Signal of Quality

In order to study the signaling effect of the organic label, a one way Anova is run with
the perception on overall product quality as the dependent variable. As expected, we find a
significant main effect of the label on overall product quality F(1, 120)=7.8, p=.007), in
support of Hla. Test of means differences showed that the non-labelled product was rated
significantly lower in quality (m=4.7) than the organic labelled product (m=5.5). As Hla is
supported, we conclude that consumers use this specific cue to infer a better overall quality:
they identify "good" products by means of an organic label.

11



Larceneux, Benoit-Moreau & Renaudin | JCP 2012

H1b and H1c suggest this label generates descriptive beliefs on environmentally friendly
process and inferential beliefs on good taste and health risk. In order to test this impact on
several correlated (the correlation between items such as good taste *environment friendly is r
=.50.) dependent measures simultaneously, a multivariate analysis of variance (Manova) is
used (Hair et al. 1995), with label and brand as independent categorical variables. A
significant Box's M test indicates an equality of variance/covariance matrices of the multiple
dependent variables across treatment groups. Non-significant Levene tests for each single

dependent variable further confirm this condition.

A one way Manova on the three beliefs is significant (F(2, 116)=8.7, p<.001). Results reveal a
strong main effect of the organic label on the descriptive belief regarding environmental care
taken during production (F(1, 118)=24.8, p<.001). Labelled products are rated more
environmentally friendly (m= 4.7) than non-labelled products (m=3.0). It appears that
consumers take the label into account and they transform the AB logo into more explicit
beliefs, as reflected in the item environmentally friendly, thus improving the assessment of the
labelled product on this dimension. Hence, the organic label seems to be an effective proof-
of-process cue for consumers.

Interestingly, as hypothesized, an inferential belief emerges: the belief in a good taste of the
product appears significantly improved by an organic label (F(1,118)=17.4, p=.008). Labelled
products are expected to be more tasty (m=4.7) than non-labelled products (m=4.0). Although
the organic label does not guarantee better taste, consumers significantly infer a better
experience in consuming the labelled product. However, contradicting what we hypothesized,
the health risk inferential belief does not differ significantly between treatment groups,
perhaps because of the low initial level of perceived risk on non-labelled products. In this
sense, the change in perception induced by the label might not be useful or significant, even if

it seems appealing. Hence, H1b and H1c(i) are validated.

Test of H2: Moderating Effect of Brand Equity and Marginal Labelling Effect

To test our moderation hypothesis, a 2 x 2 Anova is run and the interaction effect between

brand and label is analyzed on overall quality. As expected, results show a significant

interaction effect (F(1, 117)=22.3; p<.001): the signalling effect of the organic cue depends on

12
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brand equity level. From a consumer perspective, the organic label does not improve beliefs
about overall quality when the brand enjoys high equity (m=5.7), compared to the non-
labelled identical branded product (m=5.9). That is, overall quality judgments with a high
brand equity attain such high levels that the organic label cannot improve them any further.
Conversely, the quality perception of a branded product with low brand equity (m=3.6) is
strongly improved by a label (m=5.2, t(58)=4.8; <.000). Finally, the overall quality
assessment that both low and high equity brands attain when labelled is similar, and the
marginal labelling effect is close to O (see Figure 1). Hence, as the interaction effect shows,
the label is not a useful tool for brand with high equity, "Labeyrie" in our experiment, but it is
for the Monoprix own brand "M". In other words, "good," i.e. organic, products are not
always perceived as different from conventional products in terms of overall quality (figure
1). Hence, H2a is supported.

[Table 2 and 3 here]

Similarly, a 2 x 2 Manova on the three beliefs show a marginally significant interaction
effect (F(3, 115)=3.1; p=.079) on environmentally friendly perception. The effect of the
organic label is significant for both types of brands. Regarding the brand with low equity, "M"
is badly rated (m=2.4) and the label significantly improves this perception to (m=4.6;
t(58)=4.5, p<.001). Similarly, as shown in Figure 2, the environmentally friendly dimension
of the high brand equity "Labeyrie" (m=3.7) increases with the label (m=4.8, t(60)=.5,
p=.013). However, this effect is weaker as the high equity brand is not perceived as a real non
environmental brand (m=3.7), instead of the low equity brand (m=2.4, t(58)=2.9, p=.006).
Noticeably, organic labelled "Labeyrie" (m=4.8) is identical as organic labelled "M" (m=4.6,
ns). This similar level reached by brands with the organic label is like a certain standardized
level consumers have in mind. Hence, both the low and the high equity brand benefit from the
organic label but, as the Anova test is significant, the former enjoys a stronger benefit and

attains the same level as the latter on this descriptive belief.

Interestingly, we find a similar pattern of results for the inferential belief good taste as the one
found with overall quality: the interaction effect (F(3, 115)=27.3; p<.001) is the same and the
organic label is not even marginally useful to reinforce this brand association for the high
equity brand. The expected taste of "Labeyrie" is well evaluated (m=5.0) and not improved by

the label (m=4.9). However, the expected taste of "M" (m=2.9) is significantly improved with

13
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the organic label (m=4.6, t(58)=4.8; p<.001). Therefore, an organic label allows "M" to reach
the same expected taste as "Labeyrie." As there is no main effect from brand and label on
health risk perception, we have not run the model on this dimension. We notice, though, that
in case of low brand equity, the health risk perception is stronger for the non-labelled branded
product (m=2.5) than for the organic branded product (m=1.6, t(58)=2.6; p=0.011),
suggesting that, in such situation (and by extension in case of a health crisis), this label might
turn out a relevant remedy. In case of high brand equity, the health risk perception is rated for
the labelled product (m=2.0) no significantly different as or the non labelled product (m=1.7,
t(60)=1.3; p=.203). Both brands ultimately reach the same level for the descriptive and
inferential associations. Therefore we find support for H2b and H2c(i).

[Figure 1, 2, 3 here]

Test of H3: Reinforcing the Importance of Environmentally Friendliness

H3 suggests that the environmentally friendly (EF) dimension contributes to the perception of
overall quality only once the organic AB label shows and raises consumers’ attention to this
attribute. In order to test this, we run a 2 (label) x 2 (EF) Anova on overall quality, where the
continuous variable environmentally friendliness (EF) is dichotomized in two equivalent
clusters in terms of respondents (48 rated EF <4 and 48 rated EF>4). Results exhibit main
effects of good taste (F(1,89)=24.3, p<.001) and health risk (F(1,89)=15.0, p<.001) on quality
perception, when the brand is controlled (F(1,89)=19.9, p<.001) as well as the label
(F(1,89)=.4, ns), but no direct effect of EF (F(1,89)=.0, ns). However, the interaction between
the organic label and the belief about environmental friendliness is marginally significant
(F(1, 89)=3.0; p=.089). As hypothesized, this suggests that the environmentally friendly
dimension influences judgments of overall quality only when an organic label appears on the

package, making the attribute more salient. Hence, H3 is supported.

Conclusion and Discussion

The starting point for this research was the decision by public authorities to develop organic
labels as instruments to encourage organic and thereby also a part of sustainable consumption.
Although much research has studied the motivations for and deterrents to organic
consumption, little work has investigated specific context-dependent impacts of the organic

label or the conditions under which an impact is more likely to appear. We contribute to fill
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this gap by considering the joint use of an organic label and a brand name, which represents a
realistic buying condition. We do not focus on the reasons why halo effects might exist, but
rather on the consequences of the possible interaction between a label and other cues that
signal quality. We investigate whether the organic label, as a signal of quality, competes with
or complements other potential quality cues, such as the brand name. The combined presence
of two signals resembles cobranding, so we use the framework of brand equity transfers
through cobranding to discern the effect of the label, according to the MLE. Our 2 x 2
experiment was conducted among real consumers in an actual retail point of sale.

With this research, we have confirmed and qualified the relevance of the organic label.
It boosts overall perceived quality and generates different product beliefs, including the
descriptive belief that the product is environmentally friendly and the inferential belief that it
offers good taste. However, in the studied case it did not affect health risk beliefs (except a
weak influence in case of LBE products), perhaps because there have not recently been any
crises involving the smoked salmon product category. In sum, we confirm an actual signalling
effect, such that a more organic product can be differentiated from conventional (unlabelled)
products. Hence, the organic label is a relevant market signal in the eyes of consumers.

The perceived overall quality assessment is apparently to a higher extent based on
consumers’ expectations regarding good taste than regarding health risk, which aligns with
previous research. Without and organic label, consumers do not appear to perceive a
significant link between environment friendliness and overall product quality in the analysed
case. Hence, the environmentally friendly dimension seems not permanently inside
consumers’ attention and instead remains a peripheral attribute, or at least a dimension
distinct from perceived quality, which might be more reflective of consumers’ perceived
direct benefits. The presence of an organic label is useful, among other things, because it
enhances the salience of this dimension and invites consumers to use it when they form
quality judgments.

In our realistic shopping context, we find that the interaction of the organic label and
brand signals is significant; the marginal labelling effect is lower for both the overall
perceived quality and the three specific beliefs when the product endorses a high equity brand
rather than a low equity one. We thus confirm our hypothesis of a moderating effect of brand
equity and the accuracy of the MLE proposition. In some cases, the marginal effect of the

organic label when combined with a high equity brand is null.
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Theoretical Implications and Limitations

From a theoretical point of view, this research sheds light on an important determinant of
label effectiveness, namely, the context of cues in which it appears. Although labels might
appear to provide objective signals, with clear and homogeneous meanings, we show that the
power of their message depends on the associated product brand. Hence, future research
should consider other combinations of quality cues or other application contexts for organic or
environmental labels.

With regard to the cobranding literature, we show that “co-cueing” is not necessarily a
winning strategy for all partners. Rao and Ruekert (1994, p. 87) hold that “because brand
names are valuable assets, they may be combined with other brand names to form a
synergistic alliance in which the sum is greater than the parts.” However, this synergistic
effect does not always emerge, even if the alliance does not necessarily damage one partner.
The marginal effect might be null, probably because the two contributors to a cobranding
alliance provide redundant, rather than complementary, information. This research is in line
with previous works on cobranding: First, information from cues, such as brands and labels, is
not processed independently but rather in combination, such that they can compete with or
influence the other’s predictiveness (Janiszewski and VVan Osselaer 2000). Second,
complementarity between brands is essential for transfers to occur and to align cobranded
products’ attribute judgment with those of the top performer (Park et al. 1996). A brand with
low brand equity has much more to gain from a partnership than a brand with high brand
equity.

Further research should also examine the algorithm that describes the development of
product beliefs. In particular, we have not taken into account the degree of certainty or
uncertainty in attribute performance judgments (Geylani et al. 2008). The certainty of label
beliefs might be higher, because it has been certified and thus provides a more credible signal
than a brand.

This study only considers one category of products, described using only two brands. If
the manipulated brands are very familiar to consumers, they might envisage other brands as
well, such as the recently launched, high equity private-label brand Monoprix Gourmet, which
promises quality similar to that of national brands. Our results also may be affected by the
structure of competition in the studied market, the French salmon market. Many brands
coexist, but other than Labeyrie, few are well-known or positioned on a specific promise.
Labeyrie is a market leader, with a strong brand image on many different attributes. In

addition, labelling induces a standard, a similar perceived quality level, even though brands
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seek to differentiate themselves. The results should therefore be replicated in a more
sophisticated market, in which each brand takes a very specific positioning and only a few
salient attributes.

Smoked salmon might be questioned as a non-typical organically labelled product.
Hence, further research might replicate our study with products that represent different levels
of organic typicality (e.g., raw versus processed products) and in different shopping contexts.
Furthermore, with regard to the marginal labelling effect, we investigate three specific beliefs
and overall perceived quality. Beliefs about other attributes, such as local production, could
be influenced more directly by the label and might reveal a stronger effect even on high
equity brands. It would also be interesting to consider dependent variables other than overall
quality, such as choice or preference (Park et al., 1996) to ensure our results are not due to
quality perception ceiling effects. Finally, this study could be replicated in different countries,
where organic labels are presented differently and induce different perceptions or signal
effects.

More generally, we suggest that research consider the interaction effect of labels with
other signals of quality, such as warranty offers (Boulding and Kirmani 1993; Cooper and
Ross 1985; Grossman 1981), advertising expenditures (Kirmani 1997; Kirmani and Wright
1989; Nelson 1974), store reputation (Rao and Monroe 1988), high market share (Hellofs and
Jacobson 1999), or other labels, such as a possible CO, footprint label. All these cues are
likely to moderate the impact of the organic label.

Policy Implications

The intricacies of the process by which consumers make judgments about differentiated
products create a challenge for the promotion of organic consumption. Public policy is often
based on the assumption that more information is better (Grunert 2005), but sometimes
officially provided information is not useful. By revealing a lower marginal impact of organic
labels on high equity brands, we suggest that strong manufacturer brands, such as market
leaders, innovators, and trendsetters, might be less interested in undertaking a labelling
process, especially when labels mean external constraints without clear advantages. These
brands must trade off between investments in quality signaling that might enhance brand
equity directly (e.g., advertising, promotions) or in labelling. Furthermore, whereas investing
in brand equity helps differentiate the firm from competitors, labelling tends to homogenize
perceptions. Without regulations, most brands likely choose the most profitable approach,
which generates a higher return on equity. Leading brands also act as referents, serve as role

models for other companies, and exert financial and social power. If they do not label, they
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could undermine labelling strategies overall and slow the development of this political tactic.

An example is for instance mentioned by Thggersen (2002), regarding Ariel in Denmark,

which did not want to apply for the Nordic Swan, although they qualified for it. Similarly,

numerous prestigious Chateaux in the French wine industry follow the organic guidelines, but

do not show the organic label on bottles.

Among consumers, brand discourse and brand quality provide powerful signals, even if

they are not certified or issued by independent third parties. Still, organic labels can increase

the impact of environmentally friendly beliefs on consumers’ overall quality judgments by

educating and sensitizing them to the importance of this point. Thus we offer four main

recommendations for policy makers:

1.

Continue consumer education efforts, following a learning process by explaining label
issuance and certification, so consumers do not consider this information at the same
level as brand-provided information and to avoid competition between the cues
(Thagersen 2002; Thagersen et al. 2010).

Clarify the meaning of labels by reducing their complexity and polysemy. The
objective of the organic label is clear and translates into precise requirements, yet it
still induces inferential beliefs, which implies the meaning may be vague and
redundant. Thus 80% of French people would like more information about the
advantages and disadvantages of organic products (Ifop, 2011), which can lead to
negative associations (e.g., health risks due to the lack of preservatives in organic
products). If the meaning was clearer, labels could add complementary, focused
information to brand information. One perspective is suggested by Mondelaers et al.
(2009b) highlighting the contribution to the natural biodiversity as an advantage of
organic products.

Rely on the environmentally friendly attribute, which becomes more salient in
judgments of overall quality when an organic label appears on the product, which is
good news for the efficacy of the label in terms of enhancing sustainable endeavours.
In cases where the promise of environmental friendliness is not integrated into
motivations to buy food, labels might focus more on the benefits for consumers. For
example, policy makers could explore how to transform greater agro-biodiversity and
natural biodiversity (Mondelaers et al. 2009b) into consumer benefits.

Find ways to convince high equity brands and leading industrial firms about the
importance of labelling as a means to encourage organic consumption. The effect of a

labelling strategy for high equity brands (e.g., large national brands) appears relatively
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weak. In contrast, for lower equity brands (secondary brands, regional names, brands
of small and medium companies, some private-label brands), the MLE is much
stronger and the organic label is more profitable. Policymakers should turn primarily
to those actors, which seem to benefit from organic labelling more than leader national
brands.

Along similar lines, signals currently compete with official organic or environmental
labels, acting as free riders that exploit consumer preferences for organic products, as well as
their lack of ability to discern differences in the labels. For example, some brands have
developed their own specifications, using both visual (green packaging) and semantic (“more
ecological,” “100% natural”) claims. These signaling strategies prompt ecological
associations and may be greenwashing (Anstine 2007; Dahl 2010; Polonsky et al. 1998); they
also worsen confusion about official labels (Bostrom and Klintman 2006). Regulations thus
seem necessary to prevent certain halo effects but also clarify what an organic label actually

conveys.
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Appendix 1 Packaging showed to respondents and questionnaire

No label Organic label AB

Low equity brand
M from Monoprix

77 :

/;()LSE.; =4 :

High equity brand
Labeyrie

Ps.: Ecosse means Scotland in French

Appendix 2 Split of respondents across experimental treatments

No label Organic label AB Total

Low equity brand
_ 30 30 60

M from Monoprix

High equity brand
Ined y. 30 32 62

Labeyrie

Total 60 62 122
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Table 1 Pairwise comparisons of quality perceptions and price image between the two
labelling conditions

Labelling
Dependent Variables Standard Label Organic Significant
N=30 Label Difference
- N=30
. 4.73 5.45 t(120)=2.7 p=.007
Overall quality 16 13
3.95 474 t(120)=2.6 p=.009
Good taste 18 175
. 2.10 1.83 NS
Health risk 165 104
. 3.05 471 t(120)=4.9 p<.001
Env. friendly 19 17
L 2.9 38 t(120)=3.1 p=.002
Price image 16 19

Notes: Top value in each cell is the mean; bottom value in italics is the standard deviation.

Table 2 Pairwise comparisons of quality perceptions and price image between the two
labelling conditions for low and high brand equity products

Low Brand Equity High Brand Equity
: Organic Significant Organic Significant
Dependent variables Stan('j\?g 0Label Label Difference Stan?\laig OLabel Label Difference
B N=30 B N=32
. 3.60 523 1(58)=4.8 p<.001 5.87 5.65 NS
Overall quality 19 13 113 092
2.87 4.60 1(58)=4.6 p<.001 5.03 4.87 NS
Good taste 1.07 175 1.0 1.04
. 2.50 1.57 1(58)=2.6 p=.011 1.70 2.09 NS
Health risk 165 1.04 1.09 1.04
) 2.4 4,60 t(58)=4.5 p<.001 3.73 481 t(60)=.5 p=.013
Env. friendly 107 175 1.00 1.04
Price image 2.1 3.15 1(58)=2.9 p=.005 3.65 450 t(60)=1.9 p=.058
g 1.1 16 1.09 1.04

Notes: Top value in each cell is the mean; bottom value in italics is the standard deviation.

Table 3 Direct and Interaction Effects of Brand and Labelling on Quality Perceptions. Anova
and Manova Results

Univariate  [Multivariate
M-Box = 9.8, ns.
Overall Wilk's Effect df Fvalue Sig. Good Health Envir.
Quality Lambda size Taste Risk Friendly

41.3 21.3 3 5.9

Brand <.001 .807 193 3/115 9.179° <001 <.001 ns .017
(.261) (.168) (.003) (.048)

9.2 8.8 13 25.8
Organic label <.001 782 218 3/115 10.661 <.001 .004 ns <.001
(.073) (.105) (.011) (.175)

22.3 27.3 8.0 3.1

Brand * Organic label <.001 .798 202 3/115 9.722° <001 <.001 .005 .079
(.160) (.201) (.056) (.026)

Notes: For the univariate data, the top value is the F-value, and the bottom value in brackets is the effect size (eta?). Levene St. = 2.4 (ns) for
taste and .7 (ns) for environment.
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Figure 1 The interaction of brand equity and labelling effects on consumers' perception of

overall quality
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Figure 2 The interaction of brand equity and labelling effects on consumers' perception of

good taste
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Figure 3 The interaction of brand equity and labelling effects on consumers' perception of

environment friendliness
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