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Abstract. The appearance of consumers groups increasingigermed about the quality of food products, togethe
with an increasingly competitive environment and dstic saturated markets, has led companies to wicige
differentiated quality. The wine sector is immergethis situation. Valuation of this differentiati by consumers
will not happen by complying with certain standardgexhnical specifications, but rather it has to jperceived by
consumers. Unlike experts, consumers cannot dasily which properties are intrinsic to products, whigk those
that give them their quality. There is, thus, alpem of uncertainty regarding the quality of protiucThis problem
becomes more complex when consumers are faced withattarnatives of a similar perceived quality, whinakes
them have to decide on one without being complstely. This problem is evident in the wine marketsdlee this
issue, Signalling Theory has investigated the \deis used by consumers to infer quality. Amongethiesiables are
price, guarantees, origin, advertising, packagingsign and brand. From the consumer point of view, niost
reliable signal is the brand. Due to the territoimage was earning more and more equity; an oppdstuto
differentiate wine emerged for these regions, whick tlva creation of appellations of origin. Thusnsoproducers
of a same region or territory can collaborate anstablish a joint offer which permits to differen@aa typical
production. Therefore, the appellation of origin @r our case, the collective brand, will have tesic objective of
signalling differentiation. The aim of this work tiserefore to ascertain the value that the colleetbrand, as a
signal, provides for end consumers. In order tgpoexl to this question, a field study consisting gersonal survey
was carried out in 2006 on a sample of 296 Spanishh@asers and/or consumers of quality wine. Reseltsal that
the collective brand, as a signal, allows consuntergfer quality, but also it improves perceptiohtbe intrinsic
attributes of the product, which some authors haalted the halo effect.
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1. Introduction

The appearance of consumer groups increasinglyecnad about the quality of food products (Grunert e
al., 1996y, together with an increasingly global, open andhgetitive environment and mature and
occasionally saturated markets, has led companiesearch for new solutions that respond to this
problem. The wine sector is immersed in this situatCompanies in a global and international contex
and with a saturated national market have to fheechallenge of achieving differentiated quality an
aiming to improve their competitive position (Vremtand Paliwoda, 2008) Valuation of this
differentiation by consumers will not happen by imgkproducts of the best quality, i.e., that have
complied with certain standards or technical speatibns, but rather it has to be perceived by
consumers. Unlike experts, consumers cannot eksityv which properties are intrinsic to products,
which are those that give them their quality. Thisrthus a problem of uncertainty regarding thelitua
of products (Akerlof, 1976) also known as asymmetry and imperfect informatanproduct quality.
This problem becomes more complex when consumerdaaed with many alternatives of a similar
perceived quality, which makes them have to decidene without being completely sure. This problem
is evident in the wine market, where consumers aiohave a clear understanding of the multitude of
alternatives that exist, which leads to a probleith inanaging the information and, therefore, the ri
associated with the purchase.

To sum up we are presented with two problems: baeohe hand, how to infer quality and, on the other
hand, how to solve the problem of making the rightice from so many alternatives, the so-called
perceived risk (Mitchell and Greatorex, 1988988). To face these problems, firms in wine sectorehav
the possibility to create appellations of origirg.ecollective brands. A collective brand is theule of a
collective and cooperative effort of different imidiual producers. These producers gather theirtsffo
order to create an exclusive and differentiatedityugccording to origin —with which certain propees
regarding the type of grape, climate, soil aredihkwines are classified and categorised. A Superyi
Council verifies the existence of their exclusivel apecific characteristics (climate, preparaticethuad,
type of grape,...) and guarantee the authenticittho$e intrinsic properties. Signalling Theory (Erde
and Swait, 1998 2004; Ye and Van Raaij, 206¢has investigated the variables used by consutoers
infer quality. Among these variables are price,rgantees, brand (manufacturer or distributor) origin
advertising and packaging design. From the consyooiet of view, the most reliable signal is the one
that commits the offeror to fulfil quality promiseBhat signal is the brand. The brand is the melgilble
signal, and therefore the most credible one frorthvproduct quality is inferred. The logic that ensks
the signalling properties of the brand name isdteglibility or vulnerability of this brand in thade of
market approval, which therefore commits the fioniulfilling those quality promises.

The appellation of origin or, in our case, the edlive brand, will have the basic objective of
differentiating wine and offering quality guarardger consumers who are more concerned with quality
The aim of this work is therefore to ascertaineleity that the collective brand, as a signal, res for
end consumers. To do this, and in accordance vigtiaBing Theory, we will prove whether this sigrisi
credible for consumers and whether this credibititsry be used to infer product quality and reduee th
uncertainty associated with the purchasing process.

To respond to this objective, we have divided thisk into four sections. First of all, we will exgh in
detail the theoretical framework on which the pifhes of brand as a signal are based. Next, based o
these foundations, we will build the hypotheses. Wiethen explain the methodology and, finallygeth
analysis of results from which we will extract timain conclusions.

2. Theoretical framework: Signalling Theory

As we explained at the start of this work, we dnastfaced with a problem of imperfect market
information. Literature on the information econokStigler, 196%; Ackerlof, 1978) has contributed to
the solution of signals to this problem of asymicetind imperfect information. To be able to infeose
properties and, as a result, perceive the qudlaythe product possesses, consumers make usmafssi

or indicators. For the case of wine, the signatg tlave been researched the most are region dhorig
(Orth et al., 2005Y* brand, price and label (Lockshin et al., 20853nd intrinsic characteristics —type of
grape, appearance, taste- (Charters and Petti@@d7)*2. Among them, brand stands out as the most
reliable signal for consumers, since it commitsfthma to fulfilling quality promises.

Brand Equity as a Signal
From the point of view of the Information Econonayd considering markets that are imperfect and have
major asymmetry of information which prevents cansus from evaluating the product quality at the
time of purchase, we investigate the charactesistfdhe signal that allow the consumer to inferdurct
quality. A current of research in Information Ecampexamines elements of the marketing mix as gualit
cues. In this way, marketing mix variables suclabglling, advertising and warranties not only pdev
consumers with information on the product, but théo inform indirectly about those attributes loé t
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product on which they are imperfectly informed, s, for example, attributes of experience. One of
the most outstanding of them is brand. Thus, ErdachSwait (1998 study brand equity by examining
its ability to reduce consumer uncertainty aboet qiualities of the product and they state thatntlaén
determining factor in brand equity is its crediyilas a signal of information for consumers. Erdceam
Swait (2004) explain that the credibility placed in the brandreases utility, improving their perception
on product quality and reducing the risk and casdtsearching for information associated with the
purchase. This is what we will explain in more deta

Brand and Perceived Quality

As has already been indicated, there is considerahbtertainty about product quality or about the
attributes that give a product quality. Wine isemyvgood example (Charters and Pettigrew, 260 Mhe
signals into which there has been most researck baen price, guarantees (Boulding and Kirmani,
1993 Erevelles et al., 1999; manufacturer or distributor's brand (Yoo et 2000)** umbrella
branding (Wernerfeldt, 1988 Erdem, 1998): origin (Bertozzi, 1995: Biljana et al., 1996
Papadopoulos and Heslop, 1893advertising (Kirmani, 1990Yand packaging design. The signal that
stands out from all of these is brand, since firssented as the most reliable and credible signaind
consumers. Brand will be the signal from which aomsrs infer a specific level of objective quality,
since consumers confer a confidence value on ix,(C867)> which other signals do not have. It is as if
consumers were looking for another guarantee, wihiefs will find in the brand and which, unlike othe
signals, is highly credible, i.e., it has a higmfidence value. It is obvious and justified thaista
credible signal because it is exposed to marketoapand because it is closely linked with theimsic
properties of the product. Since it is so closetkdd to these properties -providing guaranteéisalso
transmits other benefits that are directly conrgbatéth these intrinsic properties, such as the tp@si
associations and images evoked by these attribingesgine that German engineering evokes the idea of
very good engineers, safe or very hardwearing @sginThis higher value is what we explain as an
improvement in perceived quality.

Brand and Perceived Risk

Perceived risk was defined by Bauer (1967s a subjective belief in the probability of sonieg bad
happening or unfavourable consequences arising &ftging the product (for example, incorrect
assessment of its quality, other members of thedtmld not liking it, or simply the product in qtiea

not being the right one). Marketing literature sdpsently began to develop the concept (Cox, 1967
Bettman, 197%; Dowling, 1986°). Since the level of uncertainty about the quadityjuality attributes is
considerable, good signalling of them is a detemmgirfactor in the selection process. It is obvidhest
since they cannot process these attributes or giepeconsumers are going to base their opiniothen
signal that allows them to recognise these atteduie., on the informative signal that allowsnth&
recognise many of these quality attributes. On dtieer hand, as well as recognising these quality
attributes, consumers need to make sure that tite#eutes correspond to what would objectivelyabe
quality product. It will therefore be the credityilof the signal that is the basis on which timfrmation

is collected and processed. Due to the fact thathttand summarises a lot of information about the
quality attributes that have been mentioned ancesihat information is credible for the end consuase

it is guaranteed by the brand, it is logical andniedliate to check how the brand reduces the searcil f

of this information because it is presented aghlhicredible signal.

Brand Equity and Utility

This approach is based on the idea that consumake mse of brands to infer the characteristics of
products due to the existence of imperfect and asstmic information in markets. Brand should be
understood as a signal that symbolises the conpanytent and past marketing strategies, thereby
communicating more information than that transrditee individual level by other signals. For this
reason, and due to the existence of the problensdeérse selection, brand may constitute, for the
company, a more effective signal than warrantiesegpadvertising and, generally, any signal cosed

in isolation. Thus, brand is a credible signal aasl,well as improving perceived quality by helping
consumers to infer the level of objective qualityglso helps them to reduce the perceived risk@sted
with the purchase, i.e., the risk of not knowingatvthe result of the product may be. It therefdiens
reduction of information costs and an increasehm wtility of the product. As a corollary, we could
deduce that brand equity may be defined in termghefutility it offers consumers as an information
signal. Based on these principles, we are goirdgt@lop a theoretical model that we intend to prawe

the hypotheses that we wish to compare. This itagxgd below.



3. Modelling and hypotheses

As indicated in the introduction, we are presentgth two problems: on the one hand, how to infer
quality and, on the other hand, how to solve theblem of making the right choice from so many
alternatives, the so-called perceived risk. Toasohis problem, we should make use of Signallingdria

as explained. Based on this theory, hypothesisheilbuilt. This is explained in detail below.

Credibility and Perceived Quality

In an experience good such as quality wine, thiébates that give the product quality are vintageuhg,
rearing, reserve wine, etc...), type of grape (gelna, albarifia, treixadura, etc.), year (harvest)ye
method of preparation and origin (Mufioz, 1988As we have mentioned, to be able to infer those
properties and, as a result, perceive the quddaythe product possesses, consumers make ugmafssi
or indicators. Erdem and Swait (199&pncluded that the most relevant signal is bradwl.the other
hand, Aaker (2003), on examining the sources of brand equity, coresutiat what we have to research
are the attributes that allow us to identify anfledéntiate one offer from another and that, atsame
time, give it intrinsic value. These attributeslwibnstitute sources of brand equity. Within foodrkets,
previous literature on brand equity has pointed that origin makes an enormous contribution to the
creation of brand equity. This is why we are noekiog into the importance of the appellation ofyari
The logic that endorses the signalling propertiegb®brand name is the credibility.

Credibility of the collective brand has been bagsadwo basic elements. On the one hand, on iteryist
or tradition, i.e., a long period of existence angermanent association of the origin territoryhwat
certain level of quality, mainly based on infornvebrd of mouth transmitted from one generation to
another. This is how the appellation of origin elfoconsumers to associate or recognise a certahdé
quality and which, accepted by many, began to syisdba culture. On the other hand, the Supervisory
Councils, which verify the existence of their exstie¢ and specific characteristics (soil, climate,
preparation method, etc.), guarantee the objeas®&m@and authenticity of those intrinsic propertidss
objectivisation is responsible for credibility, whiis the basis for recognising quality. This isvha the
minds of consumers the appellation of origin, thecalled collective brand, became a highly credible
signal of quality (more than just a mere extrinattribute) and its symbolism created a significant!
favourable perception of the rest of the produaitisbutes. As a result, brand has a double eftacthe
one hand, it guarantees specific properties andsgilie product an intrinsic quality and, on theepth
hand, the origin of the product evokes historyditian, know-how and prestige, which generatessitie
called symbolic utility. In this respect, marketiligrature talks about the “halo” effect exercidgdthe
brand, which is expressed as a very positive melatiip between the brand and the overall quality
perceived in the product.

Hy: Credibility of the collective brand, as a signahproves the perception of the
intrinsic attributes (or halo effect).

Credibility and Perceived Risk

The diversity of alternatives, due to the wide eriof wines produced, generates a lot of uncdstaind
confusion in consumers when it comes to selectingirge with specific attributes (Mitchell and
Greatorex, 1988) This phenomenon arose - as we explained preyiousiue to the continuous
appearance of numerous wines, where consumera@d fith numerous alternatives that in many cases
are not identified or they do not know. It is tHere a question of an inherent or latent risk (Mét,
1998)?® that the consumer perceives in relation to thesctd quality wines. In this context, applicatidn o
the collective brand —the appellation of origin @3- reduces perceived risk. As it is categorised a
classified through the A.O., consumers can infevige with a differentiated quality, i.e., one thas
certain characteristics that they can recogniseablgly (or at least perceive as guaranteed). The
appellation of origin serves to reduce risk in ithentification of characteristics or probability efror,
since it provides an indication of its attributes!s as flavour, type of grape or a specific rediRuniz and
Azén, 2004%°.

Furthermore, the role of the collective brand a®l@éble signal is reflected in the guarantee ofi-no
variability of quality. At times, uncertainty abailiie product may exist even after the experienasefor
consumption. However, the objectivity of the atlitis guaranteed by the collective brand, togetlidr w
the subsequent learning derived from the experi@fiamnsumption, increases reliability regarding th
levels of the attributes and therefore reducesrigle associated with the purchase. Now that we have
established this relationship between credibilitgd perceived risk, we can make a second hypotlresis
our structural model:

H,: Credibility of the collective brand, as a signe¢duces perceived risk
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Credibility and the Search for Information

Wine is a highly complex product and those who buag consume it incur multiple costs when they
gather and process information to reduce unceytant perceived risk. To solve this, consumers will
look for a signal that allows them to reduce tHergiinvolved in searching for information and &duce
the costs of processing this information, whileugimgy that the properties that this quality winesgpesses
are real.

We understand that the collective brand fulfilsstigiurpose. To a certain extent, the brand brings
information for consumers which is also very reliabThe appellation of origin, that is, the coliget
brand reduces both the costs of collecting inforomaand the costs of processing it (processing and
abstraction). This happens because collective bptayd a differentiating role between the vast grofi
alternatives and reduces the effort that consuhmare to make to recognise the attributes that theyzt
possesses (type of grape, flavour, colour, etcithEtmore, as it is a credible signal, it guarasitéat
these attributes that give the product quality eeetain. Thus, the credibility of the signal allows
maximum reduction of the costs of searching for anacessing that information. While the costs of
information on the product generally increase -esiticey depend directly on the asymmetry and
informative imperfection of the market (Erdem anda®, 19985-, these same costs will be reduced
based on the credibility of the collective brandl.dk this leads us to present a third hypothesis:

Hs: The better the credibility of the collective bdarthe shorter the search for information
will be.

Perceived Quality, Risk, Information and Expected Uuility

The expected utility of the product depends onpiimgsical, functional and symbolic attributes pereel

in the product brand and on the weight associatitld the different attributes or the marginal uied#
associated with these attributes (Lancaster, f86®)e have already seen that brand is an excellent
indicator of quality. In addition, as we explainiechypothesis number one, since the origin of ttezlpct

is linked to it, the brand not only guarantees rage quality status (which has specific qualityribtites)

but it also transmits and evokes symbolic elemgetserating better perception of those attributes (D
Rio et al., 1999¥". Consumers confer a higher value on the produuis;Ta higher perceived quality of
the product, -based on the credibility of the bramtreases expected utility. This leads us tegmethe
next hypothesis:

H,: The utility expected by consumers, associatel thi¢ collective brand,
increases with the rise in perceived quality.

At the same time, as the theoretical and empirsédence suggests, the aversion to risk in product
markets also has an influence on expected utifityafd, 1993%. The explanation is based on the fact
that the perceived risk causes confusion aboupéneeived attributes and the consumer's low lefel o
self-confidence reduces the probability of objestAassessment of the product attribute. Consequexttly
the time of purchase the costs of the search forrimation required to convert the visible attribaiiato
perceptible quality signals will remain constant will even increase. Compared to this, today's
consumers - always aiming for as few efforts asibbs - will find a lot of utility in brand as infonation
signal that is necessary for its assessment. Fuantre, perceived risk can also increase the cost of
information, encouraging the search for it. Therefat is expected that the effects of collectivarta on
perceived risk and the search for information iedtty have a positive impact on its expected wtillthis
would ratify the value of the collective brand asradible quality signal for consumers. For thiasan,
another two hypotheses established to this effécbe:

Hs: The utility expected by consumers, associatet thi¢é collective brand,
increases with the reduction in the level of peredirisk

He: The utility expected by consumers, associatet thi¢é collective brand,
increases with the saving in information costs

After establishing the cause and effect relatigmslexisting between the Credibility of the Colleeti
brand, the Perceived Quality, the Perceived Risktha Search for Information involved, we can espre
the structural model proposed as a graph with ctgpethe effects of Credibility on the Utility Egpted
by Consumers. In this model, the relations desdrédoe highlighted, as well as the resulting hypstise
(See Figure 1).
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Figure 1. Collective brand as an informative signal andrifsience on expected utility

Source: Author's own based on Erdem and Swaitg)1®09

4. Sampling, questionnaire, measuring of variablesnd methodology

To be able to prove the hypotheses that we expladaglier, we carried out a field study consistiriga
personal survey which was carried out on a samp820 purchasers and/or consumers of quality wine
resident in Galicia. Each interviewee was askedibbarious aspects such as the type and classnaf wi
that they bought, the properties they think a dyaline should have, their knowledge of wine in gie,

the search for information in the purchase/consionpthe criteria and reasons for purchasing aityual
wine, the usual place of purchase, frequency ofhmse and consumption and the value of the colkecti
brand from the point of view of signalling. In lgsdrt of the questionnaire, consumers replied Widir
level of agreement or disagreement with respegirtposals relating to credibility quality, risk tre
search for information and expected utility. Théstion is explained more clearly below.

4.1. Sampling technical data sheet

Data was collected in April 2005. Right from tharstthe aim was for the sample to consist of ragula
purchasers and/or consumers of wine so that tleenmation was as reliable as possible. To select the
sample, the method of random sampling was usedll¥;ira total of 296 questionnaires -out of a tatfl
320- were selected. With the size of the samplainéd there was a sampling error of around 6.1%.

4.2. Questionnaire Structure

The questionnaire was divided into three blockguastions. In the first two blocks, points werelgsed
such as purchasing and consumption habits. The bhirck of the questionnaire, which is the one that
interests us, aimed to measure the value of tHeativle brand from the point of view of signallingg.,

in terms of perceived quality, perceived risk ahd search for information involved in the purchgsin
process. The items assessed by interviewees anesesping the latent non-observable variables were
based on a bibliographical review of the literafurainly Erdem and Swait (1998and Mitchell and
Greatorex (19895. Interviewees assessed a total of 14 items, usid-point Lickert scale, relating to
the credibility of collective brands, perceived lifya perceived risk, the search for associated
information and the expected utility, indicatingeith level of agreement or disagreement. This is
explained in further detail in the next section.



4.3. Measurement of variables

The variables were measured on a Lickert type statlerviewees expressed their level of agreement o
disagreement with certain proposals, which will sténte the independent variables of the structural
model. These are the so-called observable variabtgseach group of independent variables, we ifjent
a latent variable, also known as a factor or costiwhich represents the variables of a more atistr
nature which we mentioned in the previous paragrapdibility, perceived quality, perceived riskdan
search for information. Interviewees assessed rdiffeappellations of origin, the so-called colleeti
brands, among which were Rioja, Ribera de Dueras Biaixas, Ribeiro, Valedorras and Ribeira Sacra.
To ensure proper representativeness of the samnpdeyiewees were distributed randomly so that they
could assess the different appellations, in oureca®llective brands. Finally, the result was 48
observations for each of the collective brand. Batdrviewee answered a questionnaire accordingeto
collective brand that was randomly assigned. Aitetaxplanation of the variables can be seenbieta
number 1.

Table 1.Measurement of variables

CONSTRUCTS

(Latent Variables) ITEMS (Observable Variables)

Credibilityl -The ............ A.O is a name you can trust
CREDIBILITY Credibility2 - Purchasing this ............ is the rightaitgon.
Credibility3 - Awine with the ............. A.O. lives up its promise.
Qualityl - Wine with the ......... A.O. is very good qitigl
PERCEIVED Quality? - In terms of overall quality, | would classify #hi........... A.O. as being of...
QUALITY quality
Quality3 - lexpectthe ................ A.O. to be of extrelyhigh quality.
. - The likelihood of a bottle of wine with the ......... X A.O. meeting my
Risk1 : .
expectations is high.
. - Buying a wine with the.............. A.O. would suit whitte members of my
Risk2 household prefer
PERCEIVED preter.
RISK
Risk3 - Buying a wine with the.............. A.O. would swhat my friends prefer.
Riska - If | buy wine with the .......... A.O. there is a higirobability of wasting the
money | have spent.
Information1 - 1 will have to search for more information (able tshop assistant, my friends, etc.)
before deciding to purchase a............. A.O.
SEARCH FOR . . . .
INFORMATION Information2 - I spend a lot of time choosing a evimith the.......... AO...
. - | know what | am getting with the.......... A.O., whickaves me time on
Information3 f
shopping.
EXPECTED Equit - If you were to buy 10 bottles of wine, how maryeach of the following A.O.
UTILITY quity would you purchase?

Source: Author's own

4.4. Analysis of Covariance Structure

To make an analysis of the data and taking intowuicthat what we are trying to measure are theatau
relationships between variables of a latent orrabshature -which in turn are measured by indepsnd
variables or indicators-, the technique of analydisovariance structures was chosen. The Anabfsis
Covariance Structure consists of changing from eoy expressed verbally to a model expressed
mathematically (Satorra and Bentler, 1594)



5. Analysis of results

After formulating the hypotheses that we wish tandestrate and explaining the measurement of
variables and the methodology, we can now makenalysis of the results and, therefore, an empirical
comparison of the hypotheses presented. From tiig pf view, the aim is to analyse the importance
that brand as a signal has for end consumers. Stothis, causal relationships between the different
variables were measured. This is explained below.

5.1. Modelling

Measurement Model: Convergent and Discrminant validty

First of all, we must check the factor loadingsh# different items in the different constructseTheory
(Levy Mangin, 19995 states that it is necessary to eliminate obseevednliables with factor loadings of
less than 0.40. Table 2 shows these loadings, Bodidentifies those that are not going to contiage
part of the analysis. In our case, it is the cridit§B variable. The reliability analysis aims tmd out the
degree to which the measurement scale is free faomdom errors and therefore provides stable and
consistent results (Sanchez and Sarabia, 99jonbach's: was then measured in the latent variables,
which offered values for credibility, quality, risknd search for information of 0.885, 0.949, 0.80d
0.564, respectively. As can be seen, the constaretvalid since they comply with both Cronbach's
and extracted variance criteria. We thus have \atid reliable constructs which are therefore freenf
measurement errors. We can now assess the stiucinnal.

Table 2.Factor loadings of the different indicators

Constructor Credibility Quality  Risk Search for
information
Variance extracted 0.654 0.601 0.753 0.409

Item loadings

Credibility 1 0.650

Credibility 2 -0.931

Credibility 3 0.241*

Quality 1 0.989

Quality 2 0.914

Quality 3 0.507

Risk 1 0.707

Risk 2 0.442

Risk 3 0.819

Risk 4 0.776
Information 1 0.900
Information 2 0.394
Information 3 0.558

* ltem deleted

Source: Author’s own

What we want to prove is that each of these factorfatent variables has only one dimension. The
necessary condition for validity to exist, whichsmmentioned previously, is not only for the indarat
that define a scale to provide estimates of thecgpal factor but also for the meaning of this pijal
factor to correspond to what we want to measure.Hatee to measure the convergent validity and the
discriminant validity (Lehmann et al., 1989)Convergent validity (Bagozzi, 19%4 Bagozzi and Yi,
19889 is directly linked with the substantiality of thstandardised factorial regression coefficients
between the set of indicators and the construantiich they are loaded or saturated. Substantiality
requires the values to be higher than 0.5 (Berit2®5Y° -all indicators meet this criterion-. Discriminant
validity has also been proved since the correlatmefficient of the latent variables is very lowdan no
case does it come close to 1. Adaptation of thepgsed scales to their convergent and discriminant
perspective allows us to confirm the validity o thbove-mentioned constructs. Once we have prinved t
validity of the constructs, both the convergent ahe discriminant, and therefore proved this
unidimensionality, we can then examine the strattonodel.



Structural Model

The standardised parameters calculated and codtaimdéhe structural equation model (SEM) are
presented in figure 2. The level of acceptabilifytree structural model analysed were acceptables, th
the statisticg2 = 84.948, NFI = 0.861, GFI = 0.920 and AGFI =1@9CFI = 0.91 were good and the
RMSEA = 0.078 was acceptable —less than 0,08-. $vlenow move on to interpretation of the results,
followed by comparison of hypotheses.

Credibility
&1

= * R,:=-0,675*
R;1=0,374* (3,438) B -0.867" o
(-5,600
A
Perceived _
Quiality Perceive Search for
n d Risk Information
314:0,487* 324:_0’414* [334:00406%2
Sy e RS040
R=0,456 R?=0,752 =0,
A\ 4
Y14
»  EXPECTED UTILITY [«
R’=0,116

Chi-Square = 84,948
Degrees of Freedom= 38
Probability level= 0.000
NFI = 0,861
GFI =0,920
AGFI=0,910
CFI=0,91
RMSEA=0,078
* p<0.005(in brackets, the equity of the critical region)

Figure 2. Relationships between Credibility, Perceived QuaRterceived Risk, Search for Information
and Expected Utility

5.2. Comparison of Hypotheses and Analysis of regsl
5.2.1. Credibility and Perceived Quality

As we explained in the theory, literature on sifingl has confirmed the existence of a positive
relationship between brand and perceived qualitgakbr and Lavack, 200%) We want to prove
whether this is true for the wine sector. For adpid such as wine, its quality is determined byinsic
properties such as vintage, type of grape, vintgg, flavour or aroma. An expert can recognise the
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quality of a wine by assessing these propertids/dasting the wine. However, consumers, who ldbjica
do not have the ability to process this informatimyuire another type of information to be ablénfer
that quality. To overcome these limitations, constsnrequire an indicator or signal. This collective
brand is configured as the indicator or signal th&drms consumers about the intrinsic propertiso
serving as their guarantee, which will make it elasyconsumers, on the one hand, to identify thealpct
and, on the other hand, to recognise a certain td\ality.

Through the collective brand consumers perceivéipesassociations —e.g. the fact that the prodhacst
its origin in Rias Baixas, an area with a greatitian and know-how in which a certain type of geap
grown -in this case albarifia- and which the thdwayg explained as symbolic utility. In addition tost
symbolic utility, the collective brand groups tdget all wines from a specific type of grape, vitamd
year, guaranteeing them and therefore ensuringtaircdevel of quality. We see the fulfilment dfet
hypothesis implicit in the theory in which we expled the influence that the overall impression drasr
towards the different product attributes (Vazqueale 2002% Verdd, 200%). The overall impression
that consumers perceive through the name of aatioiebrand brings about an improvement in the
perception of the intrinsic product attributes, grhiwould not occur in the absence of this namehis T
higher value is what Aaker (208#42004°) calls value added by the brand. In our case,ameptove the
hypothesis because the parameter is positive gndfisant.

In our model, the parameter;Rvhich describes the relationship between Cretljbdind Perceived
Quality takes on a value equal to 0.374 at a ditatibn level of t = 3.438, reflecting that the héy the
credibility in the collective brand, the more itsrpeived quality increases.

5.2.2. Credibility and Perceived Risk

The wide diversity of brands and varieties of wingsnerates uncertainty and confusion in consumers
when it comes to choosing a wine with specificilatties. When they are categorised and classified
through the appellation of origin, consumers maferinthrough this extrinsic cue, a wine with a
differentiated quality, i.e., one that has speaifiaracteristics that they may recognise objegtives can

be observed in the model, this is the variable tifleds on a higher load and statistical signifarati, =
-0.867; t = -5.600), which reveals its importanoetlie perception process and therefore in the final
purchase.

Previous literature (Dowling and Staeling, 1$9Mitchell, 1998° has pointed out that this risk appears
because there are many options or alternatives afeatpresented -which is something that is very
characteristic in the wine market- or because ttheynot have the ability to process this number of
alternatives or simply because they do not knowirttrnsic attributes. To reduce this uncertaintyisk,
consumers will make use of collective brand asradible indicator that provides them with guarastee
(Erevelles et al., 1999%°. Consumers will look for options that have the heigt level of social
recognition, which the literature has explainedregutation (Selnes, 1993 Chu and Chu, 199%
Landon and Smith, 199%. The reputation of a good wine will be built ohetcredibility of the
informative signal (De Chernatony, 19§9Mora and Montoro, 206%; in our case this will be on the
collective brand. Therefore, the hypothesis nunZbean be proved.

5.2.3. Credibility and the Search for Information

Wine is a relatively complex product since it prgsea considerable number of intrinsic attributes t
condition its quality. We have the type of grapiddafia, garnacha, treixadura, tempranillo, godatd
many others); a specific origin; the year (somevéstis are better than others); the vintage ancoufse,

its organoleptic properties (aroma or flavour). \leo have to add to this the immense number of
possible alternatives, which makes the informasignal take on major importance. We have already
indicated that uncertainty about these attribigesonsiderable which is why correct signallinglefr is
presented as a determining factor in the selegtioness. It is obvious that as they cannot prottesse
attributes or properties, consumers are going tee themselves on the signal that allows them to
recognise those attributes, i.e., on the credifftrmmative signal. It will therefore be the creditlyiof the
signal that is the basis on which this informatisrcollected and processed. It is logical and urgen
check how the brand reduces the search for alhisf information, since it is presented as a highly
credible signal (Erdem et al., 2086)The impact of the credibility of the collectiveand on the
information costs registered a negative coeffic{@y = -0.675) which was very statistically significant

= 5.789). This means that the two types of cogis ebllection of information and its processinge ar
reduced with the credibility that the collectiveabd presents. Therefore, our third hypothesisdgeat.

5.2.4. Perceived Quality, Risk, Search for Information andExpected Utility

These variables -quality, risk and search for imfation- are mediator variables between the signdl a
the utility that we suppose consumers attributthéobrand. Figure 2 shows that parametessi¥y, have
the expected sign and, furthermore, they are staily significant. This means that the model supg
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hypothesis K reflecting a considerable influence on the peexbirisk on expected utility §8= -0.414; t
=-2.116). This data reveals what was already dtiat¢he theory, which is that, for a market witkvie
range of prices and even qualities, consumers pereehigh risk. To eliminate the consequencedef t
wrong choice, or to reduce the processing of infdiom caused by this for consumers is the reason w
the reliable signal that reduces this risk is soughis signal is the brand. With respect to qyalihe
parameter (f5 = 0.487, t = 2.868) confirms and ratifies hypothesimber 4 (i) which refers to the halo
effect or improvement in the perception of intrinsittributes. Effectively, not only do we demontgra
that there is a higher value generated by the bitamdwe also see that this higher value comes tiem
improvement in the perception of quality, i.e.tte improvement in perception of the attributeg thae
the product quality and that are associated withabllective brand (for example, Albarifio from Rias
Bajas or Godello from Valdeorras).

Thus, brand is a signal that consumers use to igéexity (Ruiz and Azén, 200%) and it even
guarantees these properties, -which will also belpeduce the perceived risk-. The improvementhin t
perception of these attributes or intrinsic projgseris caused by the link that exists between thadand
the intrinsic attributes. As the collective brandjnals origin, it evokes know-how, tradition or
symbolism, which adds value to the product. Thisilsglic utility, which is external to the producs, i
what increases the expected utility for end consanié is the added value that the brand givedo t
product.

The exception to the model is constituted by theffaent 13, which describes the relationship between
the Costs of the Search for Information and thedeigd Utility (3, = 0.052, t = 0.468) and, therefore; H
cannot be proved. Perhaps the perception of thagalve costs of searching for information asseciat
with a product such as wine does not have any tirdluence on the utility or value of the product
because consumers do not perceived this advanteegglyl but indirectly through reduction of the kis
This last result is consistent with the theory mbrmation Economy, which demonstrates that thexage
makes use of reliable and credible signals to e tabreduce the risks in a good choice. This melaais
the increase in utility derived from a reductionnformation costs takes place, mainly, derivedrfrie
reduction in the risk associated with the purch{@sawling, 1986 Cunningham, 1967). On perceiving
the risk, they will search for the informative sigjithat is reliable for consumers. The brand, anding
together information on attributes that are diffico perceive, makes an important saving in altho$
processing of information. This is how we expldiattthe relationship is not strictly direct andtttize
increase in utility derived from the saving of costf searching for information mainly comes from
reduction of the risk.

Overall, the results of the grouped model uphotdtiuctural relations demanded and the centralabl
credibility in the proposed framework. These reshidve several important implications. Credibitify
the collective brand has a stronger effect on RexdeRisk (-0.867) and Cost of the Search for
Information involved (-0.675) than on Perceived Q@ua(0.374). This data once more ratifies the
implication that we had reached in the previousise@nd this is that quality is less importantrthiesk.

It seems that consumers are not so much conceritednferring a level of quality with some certant
as with not making a mistake in a specific choitle. must thus look for strategies that allow reductf
this level of risk that is presented to consumAtsthis point, consumers are faced with the questib
which strategies for risk reduction will be appliedorder to minimise the quantity of perceiveckris a
tolerable level (Dowling and Staelin, 1994)In their attempt to reduce uncertainty, whenaimes to
buying a wine, they should look for opportunities tty the wine before buying it. Another valid
alternative is to provide verbal or written infortio@ on the wine -for example, guides- (Ruiz et al.
2004)*3 which also facilitate that choice and, finallyetimformation provided by the shop assistant (Ruiz
et al., 2004Y, making training in wine a basic requirement. Ehastions will lead to a reduction in the
estimated probability that the product purchasdbfail or that the consequences will be very sevand,
therefore, they will lead to purchase completion.

6. Conclusions

We looked for the properties that the signal(s)usthtnave in order to be easily perceived (iderdifénd
processed) by consumers. Thus, we followed thetlaeproach in this current of research, Signalling
Theory. This theory aims to respond to the propsrthat the signals must have for them to be easily
perceived by consumers. This is a very importantridwution since, as we have just explained, quadit
provided by those intrinsic attributes which, hoegwannot be perceived (identified and procesbgd)
consumers. The other question was knowing how farane the equity that the brand confers on the
product. This means whether the brand improvegtbduct quality or reduces the perceived risk. The
main contributions are explained below.

Brand Equity and Perceived Quality
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A contribution to be highlighted in this researchshbeen that of checking, within the theoretical
framework of signalling, not only whether brandaasignal allows consumers to infer quality, bubals
whether it improves perception of the intrinsiaibtites of the product, which some authors haviedal
the halo effect. Our contribution has not beendintify this fact, since it had already been exmdiin
the existing literature (Del Rio et al., 2081 put to identify the reason why this phenomendesaplace.
Brand, in addition to being a very reliable indarafor assessing quality, allows it to be improvbd,
improving functional utility -a guarantee of thdaysical properties- and symbolic utility -positive
associations in the mind of the consumer directated with these physical properties-. These
implications will have a high value for being alteprovide brands (and collective brands), relatmg
the sector being researched, with a higher branidyeq

Another of the relevant theoretical contributionfsthis research is the one that explains that this
improvement in perceived quality is an overall iegsion formed by the consumer from a specific $igna
(in our case, the collective brand). The overalpiession that consumers perceive through the signal
leads to an improvement taking place in the peroeptf the intrinsic attributes of the product. $hi
higher value is what Aaker (2084 calls value added by the brand. This is whatriswn as the halo
effect or improvement in the perception of thostrilattes. Brand is the signal that allows an
improvement in the utility that the product possssgyiving it a higher functional utility and a test
image. Therefore to build strong brands is a veygdgstrategy to differentiate the product and de&fen
from competition (Vrontis and Paliwoda, 2088)

Another relevant theoretical question concerningliuis the uncertainty that exists about theiirsic
properties. This uncertainty that exists, even wten product has been consumed, is what led us to
examine the problem of perceived risk. In other dgorthe agents can be faced with the problems of
adverse selection (Ackerlof, 1970bhat are presented when they have to choose betdiferent
alternatives in which quality is not easily peregly This is the supposition of asymmetric informati
that we explained in the previous section and ldeds us to the appearance of risk in the markas i$
explained below.

Brand Equity and Perceived Risk

As we have just pointed out, there is a lot of afaifity in the intrinsic properties that are in thrarket.
This causes consumers to be faced with a problenchobsing the optimum from among many
alternatives or simply not making the right choiéée are faced with the problem of perceived risknC
brand act as a signal to reduce risk? In imperdact asymmetric information markets, the information
communicated by a brand will not produce any equitiess it is credible. Thus, credibility is theyke
element in the signalling perspective on formatam administration of brand equity. This signalling
perspective aims to create this credibility.

The signalling perspective suggests that compastieald inform consumers of what they are promising
with their brands. Companies should avoid delileeatd involuntary differences between the offethef
promised product and the actual one, since otherwli® credibility of their brands could fade.
Standardisation of quality is an obvious and imgairtway to avoid such discrepancies. The signalling
perspective suggests that, in the long run, theistancy of the current offer will provide feedbdok

the offers of the company's products and will threieforce brand equity. Specifically, maintainingid
equity requires consistency in the management oketiag mix elements. Elsewhere, it is also impairta
that both individual brand offers and levels of dmtaattributes maintain consistency (coherence) over
time. This coherence over time aims to guaranteectirity of the brand position with the informatio
supplied and to reinforce its credibility. This ditality will be the signal that allows reductiof looth the
risk associated with the purchase and the costseafching for information associated with the
appearance of this level of risk.

For the wineries, the authenticity will be critidal reinforce the status, command price premiunts an
obtain and advantage against potential compei{RBeserland, 20055. This is an excellent way to create
corporate regulation and build authentic brand tyqui

All of this leads us to the conclusion that theidder building a brand that is strong and therefor
credible lies in i) making a consistent offer, ,i.domogenising its quality and delivering what is
promised; ii) committing resources for the longnteand iii) offering very clear information —easily
perceived- and therefore, submitting to market apal In this way, brand will improve perceived
quality and reduce risks and costs of informatissoaiated with the purchase. We can say that tiokec

brand adds equity or utility to the product.
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