Being ever more transparent: Information and quality differentiation

Communication to the 105 th annual meeting of the American Anthopology Association, San José, California, November 15 th -19 th . Session "Transparency and the global market: unveiling visions, challenges, contestations" Geneviève Teil --INRA SAD APT Paris France/IGIDR Mumbai India Transparency issues are usually raised when it is said to be uneasy to infer a content, a reality from an appearance, or a coming action from a state. It applies as well to actors and to things. This impossibility to make inferences is often cited as the cause of difficulties occurring within organisations. And information is commonly claimed to be a good remedy. So firms, have to provide information to their stakeholders, producers to their clients, or states to the citizens.

But how does information achieve to fill the gap between appearance and being? And how far is transparency just a matter of information? We propose to examine this question drawing on a case study, the recent history of the wine market.

[Click] Transparent 1: Starting point: Turn of 20 th

[Click] At the turn of the 20th century, some French administrators were worried: the French wine market seemed not to recover from the phylloxera crisis. They thought the whole French wine market was threatened and it was time for something to be done.

Most of the producers earned more money by selling bad cheap wines than good ones while the good producers could not achieve selling their production. Did this mean that the customers preferred bad wines?

[Click] The answer was NO. The reason called upon for the crisis was that the customer had lost his former knowledge during the phylloxera crisis: long standing bad substitutes had changed their taste and challenged their ability to infer the wines qualities.

So the French administrators decided to elaborate a quality signal -the famous AOC "appellations d'origine contrôlée" -in order to provide the customers with wine quality information.

[Click] Transparent 2: A quality label for transparency [Click] The customers had to be informed.

Who would supply the information ? The wine professionals, wines makers and brokers. They were said to be the most knowledgeable about wines.

They selected a series of means: vine growing and wine making practices, and places considered as the most suitable for a higher quality production.

The resulting quality was further controlled through analytical chemical tests and a blind tasting performed by professionals.

[Click] The creation of the AOC started just before the world war 2 and sprang into life after it. The AOC production never stopped to increase, the price and the quality of the products also rose steadily as well as the number of AOCs.

So the AOC initiative can be seen as extremely successful.

But let's look in more details how this result was performed.

[Click] Transparent 3: First stage: the vagueness of the information

[Click] After 30 years of a trouble-free history, the AOCs became rising new questions.

AOCs were a minimum threshold. So the question was how to differentiate further among the AOC wines.

The solution was brought by journalists and wine lovers.

They started to publish guides and wine selections and sit as jury in a growing number of wine concourses. All provided detailed rankings within the AOCs production.

[Click] Again, this solution was very successful. The customers appreciated to have more detailed information.

And the quality awareness kept rising, not only among the producers who were provided here a considerable means to acquire fame, but among the drinkers also, who were more and more preoccupied by the quality of the wines.

[Click] Transparent 4: Second stage: the control of the controllers However, the high number of external information sources began to foster new suspicions [Click] as none of the guides had the same opinion about the wines they were assessing.

Wine buyers were wondering as how to discriminate the "good" information sources.

[Click] Critics heckled (interpelés) by this problem began to assess their tasting methods, organised concourses among themselves to assess their own proficiency.

But the problem was not to be solved in this way because each new guarantee always required again a guarantee. This search for guarantees of guarantees was endless. And it appeared to some wine critics that the search for an ever higher credibility of the information had reached a dead-end.

[Click] Transparent 5: Third stage: getting rid of the information [Click] For them there was no sign ever able to provide a definitively true information about quality! They concluded that the only solution was to get rid of the signs. This meant that the wine drinkers became able to discriminate by themselves the qualities of the wines.

Following this conclusion, many critics enriched their professional activity with a new job, teaching to the customers how to taste qualities.

[Click] And many wine drinkers followed them and enthusiastically joined Wine tasting sessions, started wine lover clubs, bought all sorts of wine taste books and wine tasting packages. All those devices were aiming at making them able to detect by themselves the true quality of the wines.

Had the market become transparent thanks to the avoidance of any information?

Information had not been discarded. It was just getting incorporated thanks to new information devices.

Did it improve the agreement on the quality of the wines? On the contrary, by joining the wine critique, wine amateurs only increased the number of assessing sources and fed the debates about the wine quality.

[Click] Transparent 6: Fourth stage: customer information

[Click] And this provided quality unaware drinkers and some wine economists in search of the best wine market organisation with new arguments.

From their point of view, as the discrepancies among the experts obviously showed, quality information was a mere illusion. It either resulted from hidden economic strategies aiming at tampering with competition rules or hidden social distinction practices.

In both cases a true market organisation had to be restored, whose aim was to answer customers needs.

In this market organisation, the only qualified to assess the wine quality were the customers, all the customers, not only "elites". So the existing information had to be replaced by true customer oriented information.

[Click] However, the coming of this market these economists were praying for was already existing. And many back labels and even consumption guides were providing customer oriented information such as taste characteristics, service temperature, best food matches and even some technical characteristics many customers were looking after.

Recently another criticism started getting more and more consideration:

[Click] "Wine buyers are getting overwhelmed with information, we have to simplify and provide information easier to understand"… and thus continue to inform ever & ever again.

Transparent 7: Information for opacity ?

So what's happening with information?

-[Click] We started with information as a help for the customer to make a quality grounded choice. -But the next steps have shown that the search for the best information led to a dead end.

-So that the customer had to get rid of information … and to incorporate it.

-Then this last step was interpreted as a socio-economic construction aimed at impeding transparency. -Lastly all these information sources have been together accused of generating opacity!

[Click] So what? Information generates opacity?

Information can never definitively fill the gap between appearance and being. All the information efforts might always also foster suspicion towards their ability to fill this gap.

However actors display a variety of techniques to cope with the situation.

The information controversies raised the reflexivity of the buyers. So that paradoxically, the more the market provided equipments for the buyers, the more new devices they required.

All the criticisms we have reviewed have never refrained the wine buyers from purchasing. On the contrary they have fostered a rising number of increasingly quality aware wine drinkers providing them with a variety of information devices corresponding to their different interpretations of the notion of "information".

[Click] So finally, this informed market has reached an incredible differentiation level! Hundreds of thousands of products are released each year.

Transparent 8: Information and market collapse

As well as people are able to manage with information excess they also cope with lacks of information.

Despite of the huge amount of information displayed on the wine market, many people do not rest on it to chose their wines. They either do not require it or do not find it relevant.

[Click]They can be quality unaware -"wine is just wine" -and they look for prices more than quality.

[Click]For some wine lovers no information is ever able to help them predict if a wine will reveal good or not. So they buy in blind. And as most of their pleasure resides in the discover, analysis, experience of quality, they do not care that much about failure. Be the wine good or bad is a question of luck and comes just in addition1 .

[Click]Others would like to have more and better information, but they don't have it and they want wine. So they buy at random.

Or they rely upon risk-free choices such as buying only products they already know. So it's only if no buyer could ever have recourse to such buying techniques that a market could collapse.

Transparent 9: Conclusion

[Click]Information is not just a piece of truth made available to market actors. Like any other market device, its use is submitted to an analysis that makes it required, useless or detrimental.

[Click]Transparency is also tied to what one considers as a good information source… and thus to market framing such as quality versus customer oriented.

[Click]And these two elements contribute to shape the achieved market differentiation.

To conclude, yes!, Information plays a crucial role in market differentiation! However, our case suggests that information acts in a different way as expected.

Information seems to enrich the buyer's equipment, to foster his interest, his reflexivity and enquiries about the right buying behaviour.

And this increasing interest of the customer for the product goes along with an increasing differentiation within the market.

Additional sum up.

• Transparency depends on who is recognized as detaining the information. On a market this simple considerations lead to frame the market in quite opposite manners.

• information providing fosters reflexivity, and… if the suspicion towards any information can be oversome, the development of the markets.

And the lack of information as an impediment for acting appears finally to occur in very specific situations. ******** For economists, the quality statements were not information at all because experts are used to agree on true information.

According to sociology, the qualifications of objects are always social constructions void of any objective content.

Since long ago, the search for the best information about wines had also fostered another critique according to the which this search was purposeless as such a thing like wine quality was a mere illusion. It was a social construction and thus did not exist at all. While wine critics were publishing their guides, the search for information of the wine drinkers was interpreted as social imitation practices. Now the activity displayed by the wine drinkers could no more be called imitation practices because thee wine drinker was urged not to rely on anything but his own taste, so there was nothing more to imitate. The criticism got slightly more sophisticated: all the taste classes and preoccupation of the wine drinkers for their blind tasting activities were said to be social distinctive practices. **************** So when does "bad quality will chase the good quality"?

In a customer oriented market, where the customer decides what is good or bad quality, firms should be prevented to ever know what customers are looking for and customers should not be able to adjust to the actual production. This happens when you arrive in new countries and have to make your purchase In an already quality differentiated market, this may happen if you removed any source of product statement, and obliged the customers to buy in blind, which should not prevent them from purchasing. ****I have never heard any wine buyer saying "I would love to drink wine, but the amount of knowledge required to buy a bottle is too high". The process of economisation of the acquisition and processing of knowledge or information is more usual among firms who are very particular customers. Usually people start drinking wine and then progressively make their choice more reflexive and complex. And often on the contrary many wine lovers integrate the information search and assessment to the wine appreciation, so that the search for information is an added pleasure and not a hindrance.****** At the beginning of the 20 th century, a quality differentiated market may have evolved towards a more customer oriented differentiation. And many winemakers were making large profits in selling wines.

However some wine makers decided to try to reorient the customers buying act by making them more aware of professional definitions of quality. In doing so they initiated the high differentiation we know nowadays. **************** Akerlof hypothesis is that a lack of information refrains the customer from buying because he does not want to take the risk to buy bad quality.

This implies that

1° The buyer must be already aware of quality differences 2° He must have a rigid idea of what he wants, and this idea cannot be downgraded. 3° He must afford not to buy of feel so 4° He has no hope to be lucky or doesn't want to take any risk 5° They must feel unable to get information by themselves. These conditions are very limitative. They fit to the mad cow crisis during the which buyers where aware of differences among the meats, did not want to take any risk, could afford not to buy****.

A similar crisis occurred in India with a bird flu episode. It refrained many but not all customers from buying chicken during two to three months. Indeed the price of the chicken dropped down making this meat suddenly extremely affordable even for poor meat eaters who started buying it whatever the risks.

Wine buyers show many information compiling techniques. Facing diverse sources of information, they freely sort, ignore, discard, avoid, simplify … the wine labels, critics assessments, friends recommendations etc… Being ever more transparent: The wine drinkers

First stage: the vagueness of the information "AOCs are not precise enough. We require more detailed quality assessments."

The number of critics and wine trials grows as well as the production of AOC wines Customers are provided with ever more detailed information Solution: Raising of a wine critique. They publish their own wine selections and award medals. How can the wine drinkers deal with so many pieces of information !

Simplify and explain

Information is tied to market framings: product or customer oriented

  and the global market: unveiling visions, challenges, contestations" Starting point: Turn of 20th, an Akerlof's diagnostic for the French wine market • The market is unable to retrieve its ancient product quality level Information about the products to allow for a better discrimination among qualities • Quality is not profitable enough • The good work thus the fame of the French wines is threatened Do the customers prefer « bad » wines? , prices rise: During the 80s' the AOC production exceeds the table wines production; in 1986, AOC wines represent 29 % of the French production in volume and 71 % in value. The number of AOC grows steadily Quality improves considerably, fames recover and grow AOC = Nice success

  Second stage: the control of the controllers Critics do not coïncide among themselves nor always with the AOC hierarchies Critics begin to assess their tasting methods, participate to competitions and set up professional tasting qualifications The search for information enters the endless de Certeau's belief circles Information problem: how to select the good experts? Quality awareness increases; descriptions and assessments grow in size and number with the development of the critique. And… Wine critics assessment A growing wine critique …Quality becomes a debate Third stage: getting rid of information Solution: The customer must learn to discriminate by himself among the qualities, so one can get rid of the credibility assessment problem Critics become tasting teachers The information has to be embodied in order to avoid suspicion towards the information carrier The endless search for credibility is intrinsic to any kind of information signal Signs cannot inform wine drinkers Wine amateurs A double job: tasting and teaching There is no definitive good point of view about what quality is Fourth stage: the social criticism The quality of the wines is the result of the customers' taste and not only the « amateurs » • Information on wine quality • Wine quality assessment "As shown by…, the wine quality differentiation is an illusion. It is a social process by the which the social actors learn and incorporate upper class distinctive tastes (they want to become experts)" Information on the customers taste Customers taste assessments "As shown by the increasing discrepancies among wine lovers, the quality differentiation of the wines is an illusion. In fact it is an economic barrier aiming at biasing the competition rules Change economic biases and barriers for true customer information!  Taste characteristics: full bodied, vanilla taste…  Best food matches  Service temperature  New oak aged

And this is not a rare unusual situation, just think of some sports or travel practices, where the practice itself is as much enjoyed as its result.

Information for transparency?

Information is required to help the customer make a quality aware choice.

The search for "information" becomes an endless process of guaranteeing

True information is customer oriented!

The information is too complex. Stop informing and simplify, explain… Limitative conditions for a market collapse due to lack of information