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Preface

Retailing and consumer patronage behavior constitute fascinating
research areas within the field of marketing. Retailing contributes to an
increasing proportion of gross national products and employment but is,
however, also faced with problems and opportunities like increased product
complexity, rapidly changing consumer expectations, and the introduction of
new technologies. Also, consumers are facing markets of increasingly
complexity when making decisions on how to conduct their behavior,
primarily as a result of new technologies, shorter products life cycles in
general, and higher complexity of products and services.

In this book, we present and deal with various topics in relation to
retailing and consumer patronage behavior. Together, these topics involve
different problem settings and draw on different theories, models and
statistical techniques. However, it is common to all the results presented in
the following chapters (with the exception of chapter II) that they, in total or
in part, rest on a major survey, which was conducted by the authors in 1999.
Our now retired colleague, Hans Engstrøm participated in preparing this
survey and did a great job in providing research ideas. For this, and for many
stimulating discussions, we are highly grateful.

The details of the survey is outlined in chapter I. Minor descriptions of
the survey design may also be found in the individual chapters, which
constitute the body of this book. We have chosen this method of presentation
to allow readers interested in just one or few of the chapters to focus on these
without having to read the introductory chapter or other chapters.

The major purpose of the present book has not been to write a ‘textbook’.
Excellent textbooks covering the many facets of retailing and consumer
patronage behavior do already exist. Instead, our main purpose has been to
provide an in-depth investigation and discussion of some selected topics,
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which in our opinion are among the more interesting and evolving
contemporary topics within the field of retailing and consumer patronage
behavior.

Copenhagen, 2004.

Torben Hansen and Hans Stubbe Solgaard.
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Chapter 1

INTRODUCTION

1. BACKGROUND AND OBJECTIVES

This book is about consumers and retailers, and the relations between
them. Retailing constitutes an important part of the private service sector in
all countries of the European Union, and contributes to an increasing
proportion of gross national products and employment. Retailers form
together with wholesalers the vital links between the various actors in the
national economies, i.e. agriculture, industry, the service sector, the public
sector and the private households. Retailing comes at the very end of the
supply chain, and provides the final link to the households or consumers,
hence retailing in general plays an important role in the every-day-life of
most people. Therefore, it is not surprising that retailing often is on the
public and political agenda in many countries, and a lot of knowledge about
the sector has accumulated. Generally, however, the debate concerns
regulation of the sector, such as imposing constraints on opening hours,
establishing rules for center planning, evaluating the structural development
of the sector, and taxation, whereas there is only little publicly available and
applicable statistics and other information to shed light on consumers’
perceptions, attitudes and behaviors towards retailers.

Retailers and consumers impinge on each other. Retailers influence
consumers in the short run through their ongoing marketing activities, and in
the longer run the challenges facing retailers in the form of new technology,
emerging electronic markets, increasing concentration, erosion of sector
barriers and so on, also will have some bearing on consumers and buying
behavior. Likewise consumers constantly influence retailers through
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changing preferences and expectations. Given the paucity of empirical
knowledge concerning the relations between retailers and consumers, there
is a need at suitable intervals for data and information concerning consumer
perceptions, attitudes and behaviors towards retailers.

Against this background it is the objective of this book to present
contemporary perspectives on the relations between consumers and retailers,
and in addition to present and explore the usefulness of modern quantitative
techniques, such as linear structural relationships modeling (LISREL),
hierarchical Bayes modeling, and correspondence analysis. Specifically we
investigate how consumers, retailers and producers perceive the concept of
food product quality. We analyze consumers’ perceptions of grocery retail
store chains, and identify and scrutinize the determinant factors in
consumers’ store choice between different grocery store formats. Finally, we
probe into the competition between specialty food stores and supermarkets.
The research is performed in a Danish setting

In the following we describe the setting for this research, the grocery
retail market in Denmark, and outline the survey design used to collect the
data. We conclude this introduction with an overview of chapters.

2. THE RESEARCH SETTING

Developments in Danish retailing, and in particular in Danish grocery
retailing, over the last 20+ years have followed the general European trends.
A sharp decline in the number of grocery retail stores complemented by a
larger geographical and economical concentration has taken place.
Additionally the emergence of discount grocery store chains, and a strong
increase in the number of discount outlets over the years has been observed.
Moreover, quite similar to the developments in most Western countries, the
diffusion of information technology throughout the Danish grocery sector
has had an important impact, in particular, on the relation between retailers
and suppliers/producers and in more recent years also on the relation
between retailers and consumers. Although parallel processes of structural
change are evident across Europe there are substantial differences between
the different countries and regions of Europe. In the following we briefly
look at these trends and the placement of Denmark within these trends.

Looking first at the process of concentration and internationalization this
process did not start until the late eighties, and first really took off when the
Single European market came into effect in 1992. By 1989 the top ten
European retailers accounted for less than 20% of food and grocery sales,
this increased to 27% by 1992 and further to 36% in 1997, Dawson (1999),
M+M Eurodata (1999), and is forecasted to grow to about 70% within the
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next 10 years, (EMD, 2003). This concentration has meant a sharp reduction
in the number of retailers across Europe and an internationalization of
retailing in Europe, and has created fear for reduction of competition in the
retail sector. The level of concentration and internationalization varies,
however, widely across Europe. Thus there is a clear North-South divide
among European countries in terms of concentration. Most of the national
food retail markets in North-Western Europe (Scandinavia, Germany, the
UK, Benelux and France) are highly concentrated with the top five retailers
accounting for market shares in the range of 60% to 75%. In Denmark the
top two retailers alone have a market share of around 68%. The national
markets in Southern Europe, (Italy, Greece and Spain), however, are much
more fragmented with the top five retailers having market shares in the range
of 20% to 45%, (Wrigley, 2002).

Considering the internationalization of retailing this process has
primarily been driven by French and Dutch companies, and to a lesser
degree by German, Belgian and British firms. The number of international
hyper- and supermarkets in these countries are naturally low being in the
range of 1% to 3% of the total number of hyper- and supermarkets, with
Germany being the exception with 13%. Countries on the receiving end of
internationalization are primarily the countries of Southern Europe, Italy,
Spain and Portugal, and East European countries, such as the Czech
Republic and Poland, Poole et al. (2002) also refer to Wrigley (2002). The
process of internationalization has also reached Denmark, thus the discount
grocery chain Netto owned by the second largest retailer Dansk
Supermarked Ltd. has expanded into three foreign markets and plans to
further expand. Furthermore the largest retailer FDB a consumer co-
operative has in 2001 merged with its cooperative sister companies in
Sweden and Norway, and formed COOP Nordic in order to be able to take
up a potential challenge from foreign retailers. Aldi the German discount
chain has operated in Denmark in the last 15 years and has a market share of
around 4% of the grocery market. Other foreign retailers are present on the
Danish market albeit at a small scale, thus the Dutch giant Ahold owns the
Danish supermarket chain ISO via the Swedish retailer ICA.

Regarding discount food retailing this business format was in 2000
present in all European countries with 29.747 stores and with an overall
market share of 15% of food sales. Market shares varies, however,
significantly among the countries from 4.2% in Greece to 42.9% in Norway,
see Table 1. A clear North-South divide appears from Table 1 with small
market shares in the Southern countries and high shares in the Northern
countries. From 1995 to 2000 discount retailers experienced slow growth in
terms of market shares, however, it has increased in the majority of the
countries exceptions being the UK, Italy and Switzerland, Colla (2003). In
Denmark discount retailers have penetrated the market over the last 15 to 20
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years and obtained a considerable share of the market. Thus discount
retailers in 1991 accounted for 15% of grocery sales, in 1995 for 20% and in
2000 for 23% of sales, this share is forecasted to grow to 28% in 2006,
Stockmann Group (2001), (2002).

2.1 The Danish retail structure

The Danish grocery retail market can be partitioned into six strategic
groups each offering a unique mix of price, service and assortments. Three
of these strategic groups, hypermarkets, discount supermarkets and
conventional supermarkets, compete for major shopping trips of consumers
and may be denoted the ‘supermarket market’ (Marion, 1998). The
remaining three groups, mini-markets, specialty food stores, and kiosks,
compete for fill-in or specialty shopping, and this market may be labeled the
‘fill-in market’, (Marion, 1998). In this book we primarily consider the
supermarket market, and to a lesser degree the fill-in market, where focus
will be on specialty stores.

Various formats constitute the supermarket market in Denmark, namely
discount stores, hypermarkets, and conventional supermarkets (including up-
scale supermarkets). Two large supermarket groups, Dansk Supermarked
and Coop Nordic (formerly FDB), dominate the Danish supermarket market
having a total market share of 68% (2000). The corporate retail chain Dansk
Supermarked (market share 25%) is owned by Dansk Supermarked Ltd,
whereas Coop Nordic (market share 43%) is a consumer co-op. The Danish
independents hold together 28% of the market. Of the independents 55% are
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joined in wholesale-sponsored voluntary cooperative groups, whereas 32%
are joined in retail-sponsored cooperatives. Aldi the German discount store
chain holds a market share of 4% of the supermarket market. Dansk
Supermarked comprises the discount store chain Netto (market share 10%),
the hypermarket chain BILKA (market share 5%), and the combination
store/conventional supermarket chain FØTEX (market share 10%). Coop
Nordic comprises the discount store chain Fakta (market share 10%), the
hypermarket chain OBS (market share 3%), the combination
store/conventional supermarket chain Kvickly (market share 9%), the
conventional supermarket chains SuperBrugsen (market share 16%) and
Dagli’Brugsen (market share 5%), and the up-scale conventional
supermarket chain IRMA (market share 2%). The Danish independents,
among them the up-scale chain ISO, comprise conventional supermarkets
(total market share 22%), discount supermarkets (total market share 4%) and
others (market share 2%).

Danish specialty stores can be characterized as owner managed
independents. Cooperation and integration among these stores is almost
absent, (Stockmann Group, 2000). In 2000 there were a total of 5700
specialty stores in Denmark with a market share in the fill in market of about
45%.

3. THE DATA.

The input for this research is provided by data from a survey of grocery
shopping conducted in the greater Copenhagen metropolitan area in the
spring of 1999 by the authors. The retail structure in this area is well
described by the structure of the supermarket market in Denmark. The target
population consisted of households, and in order to draw a balanced
proportion of respondents we applied stratified sampling. As stratification
variables we used personal income and dwelling type. The reasons for this
are the following observations. First a survey of personal incomes in the
population revealed considerable variation in the average personal income
across the fifty municipalities constituting the metropolitan area. Since
personal income is an important factor in the planning of buying behavior
for most households, and in addition easily accessible in public statistics we
decided to use the fifty municipalities as strata to secure that all income
groups would be represented as accurate as possible in the sample. Second,
strong differences with respect to type of dwelling can be observed across
the fifty municipalities, thus in the Copenhagen municipality 88.4% of all
dwellings are apartment houses and only 11.6% one family houses, whereas
the opposite is the case in some of the more distant (from the city of
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Copenhagen) municipalities. Since type of dwelling may reflect differences
in life style that may influence buying behavior, we decided to partition each
stratum into two substrata according to the proportions of the dwelling types.
In each stratum a sample proportionate to the relative size of that stratum in
the total population was selected, and in each stratum households were
sampled among dwelling types according to the relative number of the two
types of dwellings in the stratum. Respondents were selected using
systematic random sampling.

In all 1500 households were contacted and 631 responded with useable
questionnaires resulting in a response rate of 42%. The questionnaires were
distributed to the respondents using the ‘drop-off-call-back’ method (Haire
et al. 1998), with the help from 58 graduate students in business
administration, who were instructed to serve as data collectors. The
respondents were approached in their home, and if a respondent agreed to
participate in the study, the student made an appointment to return for the
completed questionnaire. When picking up the questionnaire the student
made sure that it was correctly completed, and provided answers to
questions and comments that the respondent might have. The person in the
household most often responsible for the grocery shopping was chosen as
the respondent.

The variables included in the questionnaire can be partitioned into four
sets,

a)
b)

c)
d)

Variables describing to the buying pattern of the household.
Variables measuring the household’s perception and evaluation of store
chains.
Variables describing the household.
Variables pertaining to household’s behavior towards and perception of
specialty stores.

A detailed description of the variables selected and utilized for the
empirical analyses will be given in the individual chapters, which constitute
the book.

4. THE CONTENT

In chapter II we explore the potential problem that different agents in the
marketplace may attach different meanings to various concepts. This may
especially be the case for concepts, which are ambiguous in nature, i.e.
concepts for which no commonly agreed definition or conceptualization
seems to exist. Quality is such an ambiguous concept. Though a number of
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authors have contributed with both classifications and definitions there is
still considerable confusion about the application of quality. In chapter II,
quality is seen in the context of the essential transformation problem, which
may exist between the supplier and the customer. On this basis, a common
frame of reference for dealing with the concept of quality is proposed. It is
further underlined that it is vital for a successful implementation of TQM for
there to be a correspondence between the suppliers’ and their customers’
interpretations of quality. Empirical evidence indicates, however, that
suppliers (food producers and food retailers) may use the concept of quality
in an inconsistent way when dealing with the concept in the marketplace.

In chapter III we investigate the image and positions of eleven grocery
store chains that are rated in our survey of buying behavior. To evaluate
consumer perceptions of the grocery chains we employ correspondence
analysis and in order to take the nature of the consumer ratings into account
we apply correspondence analysis. To complement the results of the
correspondence analysis we perform a cluster analysis. The picture that
emerges from these analyses generally indicates that consumers’ perceptions
are consistent with the store chains’ desired image position as discount
stores, hypermarkets or conventional supermarkets. The discount stores, thus
indeed are perceived as stores offering low prices and good specials, but
they are also being rated very low on all other image aspects. In spite of this
the discount chains have over the last 10 to 15 years gained a considerable
market share of the grocery retail sector, indicating that the perceived price
gaps between the various store formats in the supermarket market still are
sufficiently large to be a major driver of consumer’s decision of where to
shop.

In chapter IV we probe further into the drivers of the decision of where to
shop. We develop and estimate a model of consumer’s choice between
different supermarket formats. Three formats are considered, conventional
supermarkets, characterized in general terms by high-low pricing, broad and
deep assortments and some service, discount stores characterized by
everyday-low-pricing, narrow assortments, and no service, and
hypermarkets, characterized by a pricing policy somewhat in between the
two other formats, wide and deep assortments, and low service. Our model is
developed within the framework of the multinomial logit model that has
been widely used in retailing but also strongly criticized. We discuss the
problems involved in operationalizing the model using this framework and
suggest a random coefficients logit model to remedy these problems. We
estimate the model as a hierarchical Bayes model, and assess the importance
of the choice determinants by analyzing direct- and cross choice elasticities.
The results indicate that distance (location), assortment and price level are
the most important variables, but also that there are a substantial amount of
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heterogeneity among consumers in sensitivities to price level and
assortment, and in particular to distance.

We take a further look at the influence of the distance variable in store
choice in chapter V. We propose that the significance of distance is
influenced by the way in which store choice behavior is construed.
Considering distance in a value perspective we develop a conceptual model
of store choice, where the store choice decision is specified as a function of
the perceived value of the service outputs offered by a store and the
perceived costs related to ‘price-level’ and ‘distance’. The model is
translated into a LISREL model, and the structural equation results suggest
that the negative effect of distance on store choice behavior is larger when
store choice behavior is measured as number of visits to a particular store
than when store choice behavior is measured as the percentage of budget
spend at a particular store.

Empirical findings are presented in chapter VI concerning the
competitiveness of specialty food stores when competing with supermarkets.
An analysis of the Danish food retail market shows that some remarkable
changes have taken place: (1) A dramatic closure of specialty food shops, (2)
a dramatic decrease in the market share obtained by specialty food stores, (3)
a steady rise in the average grocery store size, (4) a successful introduction
of discount supermarkets, (5) a higher economic and geographic
concentration level, and (6) both supermarkets and the remaining specialty
food stores have managed to increase their gross profit ratio. Taking both a
specialty food store-oriented perspective and a consumer-oriented
perspective, empirical evidence suggests that specialty food store managers’
and consumers’ evaluation of the importance of various store choice factors
are quite similar. However, the results also indicate the presence of a ‘gap’
between consumer and specialty food store managers regarding the
assortment factor. While managers see assortment as a relatively
unimportant factor consumers regard assortment as a very important factor
for their store choice behavior. It is therefore suggested that specialty food
store managers should adjust their in-store assortment in order to reduce the
‘assortment-gab’ and thereby reduce the risk that consumers become
unsatisfied. In general, specialty food store managers show, however, highly
positive expectations towards future intertype competition with
supermarkets.

In the concluding chapter VII we consider a number of additional topics,
which we believe will receive increasingly importance and consideration by
researchers and retail management. In relation to each topic we provide
suggestions for future research.
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Chapter 2

QUALITY IN THE MARKETPLACE*

a theoretical and empirical investigation

1. INTRODUCTION

It seems to be a well-established fact that leaders, economical actors and
others to a certain degree act and use concepts, because these concepts and
acts are in fashion (Abrahamson, 1996). This thought is recognized in
‘institutionalization theory’, which assumes the presence of an isomorfistic
pattern of development in businesses (Scott & Meyer, 1994), just as the
empirically based literature contains many examples of ‘fashion’ as a
decision variable (see e.g. Rumelt, 1974; Mintzberg, 1979; Kobrin, 1988).
‘Quality’ is certainly among the concepts that are in fashion (see e.g.
Neergaard, 1998) and that to a large extent can be used by researchers and
practitioners alike as a basis for analyses in relation to business
competitiveness, business image, customer loyalty etc. However, the interest
in the concept of quality is not incidental. On the contrary, there are
countless examples of quality as a key factor in the competition between
businesses. After having completed 1135 personal interviews with small and
medium-sized companies, Bamberger (1989) arrived at the conclusion that
out of a total of 26 parameters quality is viewed as the most important
parameter in creating a competitive edge. Porter (1980) emphasizes that
aiming for (superior) quality could be an effective competitive strategy in
developing customer loyalty, lowering price elasticity or barring other

* Reprinted from European Management Journal, Vol. 19, No. 2, Hansen, Torben, Quality in
the Marketplace: A Theoretical and Empirical Investigation, pp. 203-211, Copyright
(2001), with permission from Elsevier Science.
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potential competitors from entering the market. The implementation of
quality strategies could create a higher rate of profit (Johnson & Kleiner,
1993), as well as greater market shares (Jacobson & Aaker, 1987; Curry &
Riesz, 1988). Kirkpatrick and Locke (1996) point out that “quality…reflects
the vision of modern companies” (p. 37).

Nevertheless, researchers far from agree on the meaning of the concept
of quality in the literature. Many authors, e.g. Neergaard (1998), Grunert et
al. (1996), Reeves and Bednar (1994), Steenkamp (1989), Garvin (1984) and
Holbrook and Corfman (1985), have attempted to provide an overview of
‘the quality theory’. However, among these and other authors, there are
divergent notions of the concept of quality regarding the number as well as
the description of the various interpretations of the concept. Unfortunately,
the conceptual confusion within the theoretical literature is a major
hindrance for obtaining wider recognition. The damage is even worse when
the concept of quality is part of a current fashion within the world of
management, research and consulting, as is the case. The number of
potential misunderstandings and lapses in communication thus seems
uncountable. In this article, we will be mapping different theoretical and
practical interpretations of quality. We will be uniting them under a common
frame of reference, as well as demonstrating that in practice (which in the
present context will be restricted to encompass the relation between
producers and consumers and the relation between retailers and consumers)
the use of the concept of quality seems to be somewhat inconsistent, even
coincidental.

2. THE CONCEPT OF QUALITY

A great part of modern literature on quality deals with the philosophy of
Total Quality Management (TQM) (Dale et al., 1994; Neergaard, 1998).
TQM does not in itself represent a model or a technique, but is best
described as a management philosophy cf. Snell & Dean’s (1992) definition:
“TQM…is characterized by a few basic principles – doing things right the
first time, striving for continuous improvement, and fulfilling consumer
needs – as well as a number of associated practices” (p. 470). However,
attempts at establishing general guidelines for the use of TQM have been
made. These include attempts initiated in connection with the European
Quality Award (developed by the European Foundation for Quality
Management, which was founded in 1989 by a number of European
Companies) (see e.g. Neergaard, 1998 for an in depth description).
According to Nilsson (1998), the goal for TQM is “to achieve competitive
advantage within all areas of the company, based on a set of fairly general
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principles of motivation and learning, and organization theory” (p. 40).
These principles have also been described as ‘the three TQM principles’:
customer focus, continuous improvement, and teamwork (Goetsch & Davis,
1994; Dean & Bowen, 1994; Parzinger & Nath, 2000).

The implementation of a ‘quality management philosophy’ in the
company is, however, contingent upon the company clearly conceptualizing
their notion of quality. This was done by e.g. Oakland (1993): “Quality then,
is simply meeting the customer requirements and this has been expressed in
many ways by other authors” (p. 5). However, quality perceived as the
fulfilled requirements of the customer only represents one out of several
alternative interpretations of the concept of quality. The company will thus
have to consider these alternative interpretations when formulating their
TQM strategy. They should also aim to have an understanding of the
different notions of quality. Regardless of whether the company makes use
of different concepts of quality internally (e.g., the interpretation of quality
can vary depending on whether the question is human resource management
or quality control), they will, of course, be faced with having to present their
products on the market at some point in time. In this connection, it is vital
for the successful implementation of TQM that the company has considered
the following: (a) how they would assess the market quality of their products
themselves (i.e., how the company perceives the concept of quality in the
marketplace). (b) How their customers assess the market quality (i.e., how
the company’s customers perceive the concept of quality in the
marketplace). And finally, (c) that the company and their customers’
interpretation of quality correspond. An inconsistency between the company
and their customers’ interpretation of quality could easily lead to the two
parties ‘passing each other by’ in the marketplace. For example, it is very
difficult for a company to try to improve the quality of their products, if their
customers’ interpretation of what quality is differs from their own.

In general, quality can, on the one hand, be viewed from the producer’s
side (producer’s criteria) and, on the other hand, from the consumer’s side
(consumer’s criteria). Producer’s criteria are “criteria which describe what
the producer put into the product” and consumer’s criteria are “criteria
which describe what the consumer gets from the product” (Brems, 1951, pp.
18-19). At the same time, consumer’s criteria describe what the consumer
wants from the product. Five general interpretations of the concept of
quality, emerging from an extensive analysis of the literature about quality,
will be discussed in the following. The five interpretations of quality may be
combined in a common frame of reference as proposed in Figure 11. The
Figure will be commented on further in the following.

1 The composition of the frame of reference owes some inspiration to Steenkamp (1989, p.
96).
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2.1 The consumer’s perception of quality

Perceived quality is a result of the consumer’s (the buyer’s) subjective
assessment of the quality of a given product. Perceived quality thus differs
from objective quality. Objective quality may be described as “the
measurable and verifiable superiority on some predetermined ideal
standards” (Zeithaml, 1988, p. 4). Objective quality can thus be construed as
the technical and functional specifications of a product. Subjective quality
on the other hand is linked to the consumer and her/his perception of the
quality of a product. Quality is thus individually determined and
consequently, it can hardly be generally determined for all consumers and
thus you end up with a problem of generalization. Literature about quality
has shown that the individual perception of quality is influenced by a
number of factors (e.g. prior experience, purpose of use, quality
consciousness etc.) (see e.g. Steenkamp, 1989; Peterson & Jolibert, 1995;
Dodds, 1995) that either relate to the consumer her/himself or to external
factors. The dimensions of the product that influence the perception of
quality are dependent on the given product (Aaker, 1991; Dodds et al., 1991;
Bauer et al., 1995). The consumer’s perception of quality may, in other
words, be seen as an expression of her/his own interpretation of the concept
of quality and accordingly, it has been placed to the left of Figure 1 under
the heading ‘consumer’s criteria’.
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2.2 Quality as adaptation to expectations

In the literature about quality, the so-called ‘quality gap’ is discussed;
this gap appears when there is an inconsistency between the expectation of
quality and the perception of quality (Zeithaml et al., 1990; Devling &
Dong, 1994). Bergman and Klefsjö (1994, p. 282), correspondingly, define
the quality of a product as “its ability to satisfy the expectations and needs of
the customers”. Satisfaction, thus, becomes a parameter for measuring
whether and to what degree the customers’ expectations have been met. It is
difficult, however, to determine when all the customers’ expectations have
been met as it seems possible to exceed their expectations (Rust & Oliver,
1994), for example when companies ‘keep more than their promise’.
Furthermore, sometimes the customer does not initially know what her/his
specific expectations are. After having consumed a food product, the
consumer may conclude that her/his expectations were not quite met without
being able to specify what her/his expectations were (Reeves & Bednar,
1994). Using this interpretation, one will also typically be faced with a
problem of generalization, as it is impossible to develop a unique product for
each individual consumer. The problem of generalization can often be
solved by developing a product of as high an ‘objective quality’ as possible,
thus assuming that such a product will be able to satisfy the most consumers
(Gavin, 1984). Finally, it also constitutes a problem, if the customer’s
satisfaction is based on low initial expectations of the product. This does not
actually mean that the consumer perceives the product to be of high quality.
E.g., if you buy a large cheese for $ 1,00 from a discount store, you would
hardly expect very much in the way of quality. Even if your assessment turns
out to be correct and your initial low expectations are thus met (and you are
‘satisfied’), it does not necessarily follow that you will think that it is a high
quality product. Quality as ‘adaptation to expectations’ is based on the
consumer’s own assessment of quality, but also include the producer’s
criteria via the expectations that they seek to market with their product or
service. Therefore, ‘quality as adaptation to expectations’ has been placed
slightly to the right of the ‘perceived quality’ of the consumer.

2.3 Quality as value

The concept of value has a prominent position in the classic micro-
economical tradition. The notion that the quality of a product should be
determined in relation to its price and not solely by its own merits is
comprised in this concept. The relation between price and quality thus
determines the value of the product. As well as finding use within
economical theory, the concept of value is used in literature about behavior,
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psychology and sociology, although it often refers to a more ‘abstract’ value
here, such as ‘personal value’ and ‘symbolic value’. According to Abbott
(1955, p. 108), both price and quality should be given due consideration
when a company wants to enter a competitive market.: “how good a bargain
anything is depends upon both quality and price; the two elements
compounded together form the basis for evaluation of winning contestants in
the market place. Only when differences in quality have been eliminated by
standardisation does ‘cheapest’ necessarily coincide with best.”

According to Curry (1985), consumers clearly acknowledge the
differences in value of various products, which (according to Curry) can be
inferred from the fact that companies that offer quality products at low prices
typically dominate the market. The concept of value, therefore, encourages
the companies to focus on internal economic efficiency (low cost), as well as
external efficiency (the satisfaction of consumers’ wants and needs). By
determining the value of a product, instead of looking at price or quality
separately, it will be possible to immediately compare the value of the
various products and thereby also their ability to satisfy the consumer.
However, this would presuppose a common notion among consumers of
what is good and bad quality as well as high and low prices. Thus, some
standard of objective quality that all consumers agree on must be reached.
Even if it were possible to objectively measure quality or quality
characteristics (as for example Lancaster’s (1966, 1971) consumer theory
presupposes) different consumers’ preferences for those objective qualities
may still vary. For this reason, it is difficult to make any general statements
about which products satisfy the consumer most, even when using an
objective concept of value. Furthermore, one may very well question
whether consumers even perceive quality (and price) and thus value alike. If
we assume that they do not, it becomes more interesting to examine
perceived value and subsequently perceived quality, i.e., what the consumer
perceives as quality. Moreover, separating quality and price involves a risk
of misinterpretation since the consumer may choose to perceive the quality
of a product as higher as a result of a higher price (see e.g., Leavitt, 1954;
Steenkamp, 1989; Dodds, 1995)! In this case, the value would remain the
same, even though it should have plummeted (as a result of a negative
change in price and no change in quality). The interpretation of value
comprises both producer and consumer perspectives, and has thus been
placed close to the middle of Figure 1. However, the producer’s view seems
to be more predominant in this particular interpretation, i.e., there is a
tendency to view the world from the perspective of the producer.
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2.4 Quality as adaptation to technical specifications

In this interpretation, quality is viewed as an objective, measurable
variable, which can be described in terms of technical specifications. The
better the product meets these specifications, the better the quality. Any
deviations would mean depreciation in quality. This is a well-known
phenomenon in ‘quality control’; see e.g. Bergman and Kelfsjö (1994).
Quality as adaptation to technical specifications expresses the basic criteria
of the producer and has thus been placed to the right of Figure 1 under the
heading ‘producer’s criteria’.

2.5 Quality as excellence

On more than one occasion, quality has been described as an expression
of excellence (see e.g. Pirsig, 1974; Garvin, 1984; Tuchman, 1980; Reeves
& Bednar, 1994). Products of high quality thus become the ‘best’ products,
i.e., those products that meet the highest standards. However, it could prove
difficult to determine the precise quality of products that do not quite meet
these standards. Conversely, it is easy to determine what products are not
quality products, i.e., those products that are ‘inferior’ according to the set
standards. The problem is a question of who should set the standards; should
the standards be set from the producer, the consumer or society’s points of
view? Can a satisfactory scale even be established? The concept of
excellence is part of the campaign foundation for auto makers such as
‘Mercedes’, ‘BMW’ and ‘Cadillac’; spirit makers such as ‘Chivas Regal’
and ‘Crown Royal’; and finally, airlines such as ‘Singapore Airlines’ and
‘British Air’ (Reeves & Bednar, 1994). Consumers that buy these
businesses’ products and services are promised that they will be envied by
other consumers, who have made less sensible choices. The auto maker,
‘Chrysler’ seems to follow the concept of excellence suit with the following
advertisement caption: “At Chrysler we have only one ambition. To be the
best. What else is there?” (Caption borrowed from Assael, 1995, p. 723).
The concept of excellence dates back to the Greek philosophers, primarily
Socrates, Plato and Aristotle who promoted the ideal of excellence for the
Greeks (Reeves & Bednar, 1994). In ancient Greece, excellence referred to
‘the highest form’, ‘the best’ and ‘the highest idea’. Dating back to Greek
philosophy, ‘quality as excellence’ is probably the most abstract of the five
interpretations; it may include the others, albeit without specifically
subscribing to any of them. Reaching excellence may be set as a general goal
for the business, regardless of their specific interpretation of quality. Thus,
quality as excellence is seen as a general interpretation in Figure 1.
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To provide a more detailed description of the five interpretations of
quality, the relations between producer’s and consumer’s criteria may be
presented as follows (Rørsted, 1970):

The producer’s criteria are given by:

The consumer’s criteria are then given by:

The sale of the produced products may be formulated as a function of the
consumer’s criteria, so that:

The criteria concern all of the characteristics of the products that are in
demand by the consumers for a price or are offered to the consumers for a
price, i.e., quality and price. The demand for quality is thus made up of a
certain combination of consumer criteria for a set price. The following
functional relation between producer and consumer criteria may now be
formulated:

(2) shows that the interpretations of quality placed under producer’s
criteria in Figure 1 are influenced by the interpretations of quality placed
under consumer’s criteria. That is, the consumer criteria must be transformed
into producer criteria. If consumer and producer criteria are in accordance,
and consumer and producer also agree on a common interpretation of
quality, the above-mentioned relation presents no problems. However, where
significant discordance between the two types of criteria or between
consumer and producer’s interpretations of quality exist, the transformation
from consumer to producer criteria may prove more difficult. (3) tells us that
the interpretations of quality placed under consumer’s criteria in Figure 1 are
influenced by the interpretations placed under producer’s criteria. This can
best be explained by the fact that the quality features the producer supplies,
e.g., technical features, must necessarily be transformed to the consumer’s
criteria in order for them to have an utility value. In (1), price is seen as a
separate variable. As far as price is concerned, this is due to the fact that any
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transformation problems are considered less significant since price must be
viewed as relatively objective from the consumer and producers’ points of
view.

The placing of the individual interpretations in relation to each other, as
suggested in Figure 1, presents a number of problems in itself. Figure 1
points towards the very significant transformation problem, which might
occur between producer and consumer. If the quality features, which the
producer supplies with the product, are not in accordance with the quality
features the consumer ascribes to the product, the transformation could
prove very difficult. The consumer does not evaluate objective qualities, s/he
evaluates attributes (i.e., ‘ascribed qualities’), and the two are not necessarily
in accordance. In other words, the producer must ‘translate’ consumer
criteria to producer criteria before the drafting of the product, and
subsequently, the producer must translate these criteria to ‘consumer
language’. In this connection, it is evident that any disagreement between
producer and consumer regarding how quality should be assessed when
products are being marketed, could make the transformation process
considerably more difficult, and thus also inhibit the establishment of an
effective quality management philosophy in the company. This does not
prevent the company from operating with several interpretations of quality,
e.g., the production process may depend on the fulfillment of a number of
cited technical specifications, while the marketing of the finished products
on the market may take as its point of departure ‘to fulfill the expectations of
the consumers’, or to create the best ‘value’, or to offer ‘excellent products’,
or to offer certain ‘technical specifications’. For the transformation process
to be a success, it is, however, necessary that the companies and the
consumer in the market place share a common perception of what quality is,
regardless of the company’s internal use of the concept of quality. Two
empirical analyses were carried out to examine the practical meaning and
extension of this problem. These will be outlined in the following.

3. METHOD

The realization of a fragmentation of the theoretical concept of quality,
which we have emphasized in the above, is the point of departure for the
following studies. Two studies were carried out to examine the problem in
question.
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3.1 Study 1

The first study was conducted as a mail survey among Danish food
producers from all parts of the country. The managers of the companies were
asked to rank the five outlined interpretations of quality: first according to
which interpretations of quality they themselves believe to be the most
correct when competing on the market; and second according to what
interpretations of quality they think the consumers believe to be the most
correct when they interact with the market. To limit any uncertainty about
interpretations of quality determined by the product, we chose to limit
ourselves to the food industry. A total of 49 randomly chosen executive
managers in the foods industry got a questionnaire in the mail. 43% of the
participating managers returned the questionnaire; among these one manager
did not wish to participate, while two companies had ceased to exist, which
meant that a total of 19 companies participated in study 1. The respondents
were guaranteed confidentiality and were instructed to return the
questionnaires to the university, where the study was being conducted. A
self-addressed, stamped envelope was enclosed in the letter.

3.2 Study 2

This study was also conducted as a mail survey. The study consists of
163 specialty food store managers from all parts of Denmark. 960 survey
questionnaires were distributed for this study, resulting in a response rate of
17.0%. The managers were asked the same questions as in study 1, and were
once again guaranteed full confidentiality and provided with a self-
addressed, stamped envelope.

4. THE OPERATIONALIZATION OF THE FIVE
INTERPRETATIONS OF QUALITY

Firstly, it was very important that the theoretical concepts (the
interpretations of quality) and the operationalization of the interpretations of
quality that were used were in accordance. Secondly, it was of great
importance that the operationalizations were perceived by the respondents as
intended. The following procedures were used in order to ensure the above
(Bagozzi, 1994):

A preliminary first draft based on already existing theoretical and
empirical studies was prepared for the operationalization of the theoretical
concepts.
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Four researchers particularly competent in the quality area, and who had
been briefed regarding the design and purpose of the study subsequently
assessed the draft. Five non-experts also assessed the draft. The purpose of
this was to avoid any inaccuracies and ambiguities in the questions and thus
get a first impression of the validity of the operationalizations. This step
resulted in a number of adjustments in the operationalizations.

Following these adjustments, the questions were shown to two more
experts and three non-experts. This step resulted in minor corrections only.

Finally, a pre-test was carried out (n=10, non-experts). This test did not
result in any further adjustments of the operationalizations used.

5. RESULTS

In one of the questions, the companies were asked to rank the five
mentioned interpretations of quality based on what the companies
themselves regard as most correct for use in the marketplace:

Table 1 shows that the preferred interpretation of quality of both the food
producers and the specialty food stores is ‘quality as adaptation to
expectations’. There is, however, some disagreement between the two
groups of respondents as the food producers rank ‘quality as excellence’ as
no. 5, whereas the specialty food stores rank this interpretation as no. 2. This
difference of opinion is probably due to the fact that the specialty food stores
traditionally offer quality and professional service, whereas the foods
producers together represent a mélange of low quality and high quality
producers.

The ranking of ‘quality as adaptation to expectations’ as no. 1 would
indicate that, according to the companies, food products can be good quality
products, even if they do not live up to the highest standards in the market,
as long as the consumers perceive the products as the same every time: If the
products appear the same every time, consumers with prior knowledge of
products will be able to form realistic expectations of the quality more
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easily. Consequently, consumers will feel that their expectations are being
fulfilled to a larger degree. Table 1 also shows that the producers rank
‘quality as adaptation to technical specifications’ as no. 3, while the
specialty food stores rank this interpretation as the very lowest. There are at
least two possible explanations for this: Firstly, the food producers, of
course, have an actual food production, while the specialty food stores in
most cases just distribute the food products to the next link (the consumers).
The technical specifications of the products are thus naturally more
interesting to the foods producers. Even so, this hardly explains why the
food producers view ‘quality as adaptation to technical specifications’ as
being more relevant in the marketplace than the specialty food stores do.
Especially, since their products are directed towards the same customers: the
foods consumers. However, another possible explanation is that the food
producers are one step behind the specialty food stores in the transformation
process. This could be the reason why the foods producers are more inclined
to view reality from their own perspective compared to the specialty food
stores, which interact more directly with the marketplace.

As mentioned earlier, the companies were also asked to rank the
interpretations of quality that they believe their customers (the consumers)
regard as most correct (Table 2).

Table 2 shows that the companies do not believe that the consumers are
significantly interested in whether the product lives up to the technical
specifications. This does not necessarily mean that the consumers are not
interested in the uniformity of the products, but could be a result of the
companies’ tendency to deem the technical specifications too complex for
the consumers to understand. Furthermore, it is remarkable that the
companies seem to think that the consumers to a large extent perceive
quality as excellence. This directly opposes the companies’ own perception
of quality, which ranks quality as excellence as the least correct
interpretation, and it partly opposes the interpretation of the specialty food
stores, which ranks quality as fulfillment of expectation above quality as
excellence. This could be an indication of ‘a quality gap’ between the foods
companies and their customers: according to the companies, many
consumers want excellent food products, but according to themselves the
fulfillment of initial expectations (high as well as low) is quite enough.
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A third question asked the companies to state the importance of quality
as a sales variable in relation to other sales variables.

Table 3 shows the interesting point that almost one half of the producers
believe that price is the most important sales variable, while none of the
specialty food stores share this opinion. Conversely, the specialty food stores
see quality as the single most important sales variable, while only one of the
producers agree with this opinion. As already mentioned, even though the
specialty food stores have traditionally marketed themselves as quality food
suppliers, these results represent still remarkable differences between
producers and specialty food stores.

6. CONCLUDING REMARKS

The concept of quality appears fragmented and ambiguous in literature as
well as in practice. This is unfortunate. The many main interpretations
combined with a great deal of individual interpretations make it difficult for
studies that either half-heartedly or completely fail to define the concept of
quality to contribute to new theoretical and practical observations. The
extraction of general knowledge from results and identification of any
contrasts between studies are thus made very difficult. In this way, the
results of this study raise the question of why confusion about concepts
arises and is maintained, and whether this is a desirable development. Socio-
linguists claim that conceptualization corresponds to the reality that you are
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part of and that ambiguity should be seen as an expression of multiple actors
experiencing multiple realities. The view seems sensible, but it only explains
why the same word is used for different realities, that is, if a common
general concept exists.

We do not wish to argue for a standardization of the concept of quality;
the existence of only one interpretation. This would indeed be an unrealistic
approach. Thus it is not possible to comment in general about which of the
interpretations in Figure 1 is ‘better than the others’ as this depends on the
specific context. The results of the present study, however, highlight the
need to define the concept of quality more clearly, so that it becomes
consistent with the context wherein it is used. When a company wishes to
communicate that they produce and deliver quality products, it is imperative
that the company and their customers share the same interpretation of the
concept of quality. If this is not the case, the customer will probably not
view the communication as intentional. As a common general concept then,
quality seems to mean that some people may judge certain things to be better
than other things. Since this view will hardly lead to increased recognition, a
development of the concept in relation to its reality is called for. Thus there
is a need for a linguistic definition, rather than an actual integration of the
interpretations into one concept.
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Chapter 3

STORE IMAGE AND STORE POSITIONS FOR
GROCERY RETAIL CHAINS
A correspondence analysis

1. INTRODUCTION

The way a store is perceived by its customers, that is the image of the
store, has long been considered as a potentially valuable theoretical construct
(Boulding, 1956; and Martineau, 1958). Unlike many issues that are popular
predominantly in academic circles store image is believed to have concrete
and consequential managerial relevance with regard to its influence on store
patronage behavior and hence on store profitability. Trade publications and
business media thus characterize store image as a critical determinant of
successful retailing (Willmes, 1990; Wilson, 1993).

A consumer’s image of a store is not absolute but relative to images of
competing stores. Image is a multidimensional construct, because consumers
may associate a number of attributes or features, (price level, quality level,
service level, etc.) with stores in a competitive market place. Also the overall
image of competing stores may vary because of the different attributes that
consumers use to differentiate among them. Consumers draw conclusions
about a store’s overall image from impressions they have of the strengths
and weaknesses of the store’s service outputs. Images are formed from past
experiences, word-of-mouth and marketing communications. As store chains
service many different segments of consumers, image assessment becomes
important in order to ensure strong patronage. Retailers therefore should be
concerned about their store’s image and positioning. (For an overview of
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research on store image refer to Mazursky and Jacoby, 1988; and Lindquist,
1974-1975).

The purpose of this chapter is to investigate the images and positions of
eleven grocery retail chains operating in the greater Copenhagen
metropolitan area. In particular we want to identify and assess important
similarities and differences between the grocery chains and between the
different formats of grocery stores operating in this geographical area, and to
discuss strategic implications of the results for chain management. The
structure of the supermarket market in the Copenhagen metropolitan area
corresponds in general terms to the structure of that market in the whole of
Denmark. Different formats constitute that market, namely discount stores,
hypermarkets and combination stores/conventional supermarkets including
up-scale supermarkets. Two large supermarket groups, Dansk Supermarked
and COOP Denmark, dominate the Danish supermarket market having a
total market share of about 68% in year 2000. The corporate retail chain
Dansk Supermarked (market share 25%) is owned by Dansk Supermarked
Ltd, whereas COOP Denmark (market share 43%) is a consumer co-op. The
Danish independents hold together 28% of the market.

To measure store image we employ correspondence analysis. The basic
idea of this methodology in this context is to allow the analyst to compare
the grocery chains simultaneously with regard to their store attributes within
a multidimensional space.

The chapter is organized into five sections. The next section provides a
discussion of issues involved in measuring store image and a presentation of
the data. The third section outlines the methodology used in the study.
Presentation and discussion of the results follow this in the fourth section.
The conclusion and implications are contained in the fifth and final section.

2. MEASUREMENT OF STORE IMAGE

Many facets of store image have received considerable attention in the
retailing literature, including its conceptualization (Kasulis and Lusch, 1981;
Keaveney and Hunt, 1992) and operationalization (Golden et al. 1987; Ward
et al. 1992; Chowdhury et al. 1998). Whereas some researchers have
examined store image as a criterion variable (Baker et al. 1994), others have
observed its interactive effects (Thorelli et al. 1989) and its effect as an
explanatory variable (Malhotra 1983). The ongoing involvement with store
image has generated several debates concerning the theoretical
underpinnings of the construct, Chowdhury et al. (1998). Despite these
debates a number of complex issues have remained shrouded in ambiguity,
however. Some researchers have even described the area as one
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characterized by a high “noise level”, refer to Peterson and Kerin (1983) and
Amirani and Gates (1993).

A central area of confusion involves measurement of the construct itself,
that is the relationship between the conceptual underpinnings of the image
construct and its operationalization. According to Keaveney and Hunt (1992)
the application of structured questionnaires using attribute-intensive
semantic differentials and the use of attribute based models of information
processing combined with the application of multivariate statistical analyses
is inappropriate, or at least deficient, for the purpose of measuring store
image. Keaveney and Hunt (1992, p. 167) thus argue that “operationalizing
retail store image along traditional attribute-based lines cannot account for
the ‘gestalt’1 view of store image”. Their contention includes the view that
individual images of stores are composite, synergistic and gestalt in nature.
Therefore, to capture the ‘gestalt’ of store image they recommend the use of
unstructured measurement techniques. However, the use of unstructured
measurements of store image is rare, because it is costly and cumbersome.
Unstructured questionnaires generally are context sensitive and may yield a
different set of measures in different samples, and hence are only of little
interest from a managerial point of view. In addition, Chowdhury et al.
(1998) demonstrate that the two types of measurements of store image have
similar properties, but also that the structured scales are more correlated with
self-reported behavioral measures. Against this background we decided to
develop “traditional” structured attribute-based scales for the measurement
of grocery chain store image.

The development of structured store item scales was conducted
systematically in conformance with the standard principles of scale
construction, see for instance Churchill (1979) and Gerbing and Anderson
(1988). To support our development of scales a review of the current
literature on store image provided us with sufficient input to identify a set of
scale items to measure the different dimensions of store image, (e.g. Kelly
and Stevenson, 1967; Kunkel and Berry, 1968; Lindquist, 1974-1975;
Hawkins et al., 1976; Hansen and Deutscher, 1977; Malhotra, 1983;
Mazursky and Jacoby, 1986). The final set of twenty-one items used in the
questionnaire is shown in Table 1. A seven point scale anchored by (1) =
‘strongly disagree’ and (7) = “strongly agree” was used for the items.

The images of eleven grocery retail chains operating in the greater
Copenhagen metropolitan area were measured using these scales.

1  The term is often used by consumer researchers to convey the idea that an individual’s
perception of any object incorporates many bits of separate information that are combined
in such a manner that the end result of the integration of the inputs amounts to more than
the sum of its constituent parts.
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Respondents were asked only to evaluate grocery chains they were familiar
with. These measurements were part of a much wider investigation of
grocery buying behavior in the Copenhagen metropolitan area conducted in
the spring of 1999. In all 1500 households were contacted and 631
responded with usable questionnaires resulting in a response rate of 42%.
Details of the sampling plan and data collection can be found in Chapter I
and in Hansen et al. (1999).

The eleven grocery chains represent the various store formats that
constitute the “supermarket market” in Denmark, namely discount stores,
hypermarkets, and conventional supermarkets including combination stores
and upscale supermarkets. They make up an important part of the retail
grocery market having in total a market share above 70%. Our investigation
comprises the following chains: (1) Discount chains, Netto, Fakta and Aldi.
(2) Hypermarket chains, BILKA and OBS (3) Conventional supermarket
chains, Føtex and Kvickly (combination stores), ISO and Irma (upscale
supermarkets) and SuperBrugsen and Dagli’Brugsen. Nine of these chains
are owned by two retailing groups, thus Fakta, SuperBrugsen,
Dagli’Brugsen, Irma, Kvickly and OBS are owned by the Danish consumer
cooperative COOP Denmark, whereas Netto, Føtex and BILKA are owned
by Dansk Supermarked Ltd. ISO and Aldi are independent chains.

3. METHODOLOGY

To analyze consumers’ perceptions of grocery chains correspondence
analysis was used in combination with cluster analysis. Correspondence
analysis is an exploratory multivariate technique that quantifies multivariate



data, and produces a graphical representation of the structure in the data. For
a discussion of the method in marketing research settings, see Hoffmann and
Franke (1986) and Carroll et al. (1986, 1987). The data requirements for
correspondence analysis are highly flexible, although the method is ideally
suited for categorical data such as “yes-no” or multiple-choice responses.
However, the only strict data requirement is in fact a rectangular data matrix
with non-negative entries, typically this would be two-way or multiple-way
contingency tables.

Mathematically correspondence analysis decomposes the chi-square
measure of association between the row and the column categories in the
rectangular input matrix in a manner similar to that of principal component
analysis for continuous data, (Greenacre, 1984, 1993). The chi-square
statistics measures the discrepancy between the observed frequencies in a
contingency table and the expected frequencies calculated under a
hypothesis of homogeneity or independence of the relative row frequencies
(or the relative column frequencies). The chi-square statistics thus measures
how “far” the observed row frequencies are from the expected or average
row frequencies. The notion of “farness” is then given a more specific
definition in correspondence analysis by defining a distance function, based
on this chi-square measure, and it is this matrix of chi-square distances that
is the input for a mapping procedure or program similar to a principal
component analysis.

The mapping procedure generates n principal components or dimensions
and creates the equivalent of a factor score on each dimension for each row
variable and each column variable jointly. The name correspondence
analysis refers to the fact that row and column scores are reported in
corresponding units, which permits the portrayal of the points in joint space
and facilitates interpretation. Other multivariate methods lack this ability,
(Hoffman and Franke, 1986).

In this study we apply correspondence analysis to the data on consumers’
perceptions of grocery chains measured as shown in Table 1. These data
are ratings and thus at least ordinal scaled. In order to take the nature of
these ratings and the fact that they are bipolar into account, correspondence
analysis is applied to a doubled data matrix comprising both the original
form and a reflected form of the data. The idea behind doubling is to allocate
two complementary sets of data for each rating scale, one labeled the
“positive” pole and the other the “negative” pole2. Doubling establishes
symmetry between the two poles of each bipolar scale such that
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2 It is preferred generally to have rating scales with lower endpoint of zero, so the original 1-7
scales were converted to 0-6 scales by subtracting 1 from all the data. Subtracting the
converted values from 6 then creates the reflected form of the data.



correspondence analysis becomes invariant with respect to the choice of
scale direction -each consumer’s response is treated as a positive mass
divided between the two poles.

Alternatively we could have re-scaled the data to binary responses and
consequently lost much information. Also, we might have applied
conventional multiple correspondence analysis which, however, treats the
categories of the rating scales as nominal variables and thereby ignores the
inherent ordering of the categories.

Lebart (1994) recommends that cluster analysis be conducted to
complement the results of correspondence analysis, because of the
possibility of shrinkage and/or distortion due to the effect of outliers on the
principal dimension in correspondence analysis. The results of cluster
analysis are robust against the effect of outliers and can in addition provide
more detailed information about the distances between the grocery chains
and the store attributes. Therefore, the resulting scores for the attributes and
chains were used as input to a cluster analysis to augment the examination of
the relationships among the grocery chains and their attributes.

The first step in analyzing the results of the correspondence analysis is to
determine the number of key dimensions. This involves a trade-off between
explanatory power and interpretability. While the interpretability of
dimensions is subjective, the explanatory power can be judged by the
eigenvalues of the generated dimensions (or factors), which indicate the
weighted variance explained (denoted inertia) by each of the extracted
dimensions.

The dimensionality and its proportion of inertia explained are shown in
Table 2. More than 91% of the inertia can be explained by a two-
dimensional solution. An additional dimension adds only 4.2% in explained
inertia. Therefore this two-dimensional solution is deemed appropriate for
further analysis.

The numerical results of the correspondence analysis for the two-
dimensional solution are presented in Tables 3a and 3b. This solution is seen
also to provide high values of quality for all chains and their attributes, that
is to say high proportions of category variation explained by the two
dimensions.

Because of the large amount of attribute points we consider the attribute
map separately before considering a joint map of attributes and chains.
Figure 1 shows the attribute points in the two principal dimensions. There
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are two points for each of the 21 attributes. The positive poles (marked with
upper case letters) are directly opposite their negative counterparts (marked

with lower case letters) relative to the origin, as illustrated by the line joining
the poles of attribute Aa (“Broad variety of goods – Narrow variety of
goods”). The map is constructed such that, if the distance between the poles
were to be calibrated in seven equal intervals from 0 at ‘a’ to 6 at ‘A’, then
the average rating can be read off at the origin (0,0).

Thus the average rating is seen to be higher than the middle rating point,
which indeed appears to be the case for most of the attributes. The relative
direction of the lines connecting opposite poles indicate correlation between
the attributes, so for instance the fact that D and d (“Low prices – High
prices”) are oriented opposite to most of the other attributes means that low
prices are negatively correlated with them. Also, a relatively long distance
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between the poles of an attribute indicates that there is more variability in
the ratings on that attribute than on attributes where the poles are relatively
closer to each other.
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To interpret the dimensions of Figure 1 we need additional information.
Figure 1 only shows the projections of the attribute points onto the plane but

does not indicate which attribute have had the most impact in determining
the orientation of the dimensions. Table 3b provides the numerical results of
the correspondence analysis for the set of attribute points. Each column of
the table represents a particular decomposition of the explained variation, i.e.
inertia. The relative contributions to inertia quantify the importance of each
attribute point in determining the direction of the principal dimension, and
serve as guides to the interpretation of each dimension. They are interpreted
as the fraction of variance explained by each point in relation to each
dimension.

As seen in Table 3b and shown by Figure 1 the first dimension of the
attribute space appears to be explained primarily by attributes Aa, Jj, Ss and
Cc, Ii, Kk, Ll, Mm, Nn, Rr, which all contribute above the average
contribution of 1/21 (4.8%). These attributes represent about 84% of the
variation explained by the first dimension, or 67% of the total variation. The



positive poles of the attributes may be interpreted as representing “broad
and good product assortment”, (A=good variety of products; J=often taste
samples; R=good variety of organic products, S=good specialty
departments), and “high product and service quality”, (I=high quality level;
N=always fresh produce) and (K=high service quality; C=good atmosphere;
L=good store layout; M=clean and neat store).

The second dimension is influenced mainly by attributes Bb, Dd, Ee, Ff,
Gg, and Qq, which all contribute above the average. They represent about
81% of the variation explained by the second dimension, or about 10% of
the total attribute variation. Considering the positive poles, these attributes
may be interpreted as “low prices/good value”, (D=low prices) and (B=good
specials/discounts; E=fast check-out; G=long opening hours; F=advertise in
local newspapers; Q=good circulars).

Because correspondence analysis scales the rows and columns of the
input data matrix in corresponding units, the algorithm also can provide a
joint map of attributes and grocery chains in the two dimensions as presented
in Figure 2. Correspondence analysis thus requires grocery chains that have
been rated high on a certain attribute to have a position in the direction of the
positive pole of that attribute. Likewise, grocery chains mostly rated high (or
low) on the same attributes tend to be close to each other, and attributes
characterizing mostly the same grocery chains tend to be close as well. We
first note that dimension 1 separates discounts stores (NETTO, ALDI and
FAKTA) from the other supermarket formats, while dimension 2 further
clearly separates the discount stores. In addition, it appears that the two
dimensions moreover separate the group of non-discount stores into the
expected groups consisting of, hypermarkets (OBS and BILKA),
combination stores (Kvickly and FØTEX), upscale supermarkets (IRMA and
ISO) and conventional supermarkets (SuperBrugsen), while Dagli’Brugsen a
chain of small conventional supermarkets seems to be positioned away from
the other chains.

Also, we note that ISO among all the chains is the one most closely
associated with high product and service quality. Though IRMA also
appears to have a high product and service quality image, it does not project
as distinctive a quality image as does the ISO chain. Furthermore, IRMA
seems to be more closely associated with high prices than does ISO.

Figure 2 in addition provides important insights about the group of
discount chains, (NETTO, FAKTA and ALDI). Thus NETTO appears most
closely associated with low prices, and their image as a low price chain
appears to be distinct from the images of the two other discount chains.
Clearly FAKTA and ALDI are perceived as being more closely associated
with low service, low product- and low store quality than is NETTO. The
two hypermarket chains, OBS and BILKA, are perceived rather similarly
being associated with good specials, advertising in local newspapers and
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good parking. Also the two combination stores, FØTEX and Kvickly, appear
to have an image not very far from the two hypermarkets but more closely
related to good product variety and high product and store quality. Finally
we note that the two conventional supermarkets, SuperBrugsen and
Dagli’Brugsen both appear to occupy not very attractive segments of the
map. In particular, Dagli’Brugsen seems not only to be associated with high
prices but also situated far away from the positive poles of most attributes.

To shed additional light on the relationship of the grocery chains in terms
of their attributes we conducted a hierarchical cluster analysis on the
coordinates obtained from the correspondence analysis for chains and
attributes. The resulting dendogram is depicted in Figure 3. Generally the
dendogram confirms the interpretation of the attribute and chain map, but
also provides some additional insight. Thus Irma apparently is being closer
to Superbrugsen than to ISO, the alternative high quality or upscale chain.
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Also, the dendogram confirms that IRMA primarily is perceived as a
“high price” chain, and to a lesser degree as a chain with high quality
products, service and stores.

The poor image of DagliBrugsen can be further detailed by looking at the
dendogram. It is thus interesting to find that Dagli’Brugsen is perceived to
be closer to the group of discount stores than it is to the other store formats3.
Yet, at the same time Dagli’Brugsen is not perceived to be close to the
fundamental characteristics of a discount store image, namely low prices and
good discounts/specials.

Although grocery chain image as defined in this paper is a very important
aspect of a grocery chain’s attractiveness to its customers, there are other
equally important factors. Thus the three most important factors in choosing
a supermarket were found to be location, location and location, (defined as
distance from home or work), followed by price and product variety, that is
image variables, (Consumer Reports, 1993). Indeed, the discount chains in
Denmark have over the last 15 to 20 years penetrated the market and
obtained a considerable share of the market, refer to Table 4, despite the
generally poor image they have achieved among consumers as outlined in
this paper. This means that the price gaps between the various formats in the
‘supermarket market’ still are sufficiently large to be major drivers of
consumers’ decision of where to shop. This observation is supported by a
study by Grønholdt et al. (2000), who looked at the relationship between
customer satisfaction and loyalty in various industries in Denmark. A key
finding in this study is that companies with a low price strategy, as Netto and
Fakta, (which are included in their study), appear to have a much higher
level of customer loyalty4 than expected from the level of customer
satisfaction they achieve.

The findings of this paper describe how Danish consumers’ perceive
different grocery chains on twenty-one key store attributes. The perceptual
image maps generated by correspondence analysis enables chain
management to visualize their chain’s competitive advantages and disadvan-

3 The cluster containing Dagli’Brugsen is first clustered with the cluster containing the group
of discount stores, before being clustered with other main formats.

4 Loyalty is measured by four indicators, customer intention to repurchase; intention to
purchase another product from the same store chain; intention to switch to a competitor;
and intention to recommend the store chain to other consumers.
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5. CONCLUSION



tages in relation to their competitors’ positions, and to monitor the
consequences of their selected strategies to obtain a desired image. It is
essential, of course, that there be consistency between a chain’s desired
image position and the reality inside the store. Thus if a chain wants to be
known for its low prices, then it is important for the store to maintain a low-
price position in key product categories. Likewise, if a chain has positioned
itself as a high-end fresh produce and gourmet store, it is necessary that
chain management pay attention to its produce department. Image
measurements combined with correspondence analysis as presented in this
paper may help management to obtain and maintain a desired image.
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A HIERARCHICAL BAYES MODEL OF CHOICE
BETWEEN SUPERMARKET FORMATS*

Understanding the nature of competition among supermarkets is an
important area of research in retailing. The supermarket market, in
particular, offers the opportunity to study retail competition based on price
formats, assortments, and service levels. The grocery retail market is thus in
many Western countries dominated by a few supermarket groups each
operating a set of store chains primarily differing in pricing policy,
assortment and service level, and with a fairly large common set of products
and brands.

Grocery supermarket formats are subject to a wide range of variation,
(refer to Kahn and McAllister, 1997; Levy and Weitz, 2001), but in this
paper we will distinguish between three major formats that we consider span
the range of variations in many markets. Conventional supermarkets
characterized in general terms by high-low pricing, broad assortment, and
some service; discount supermarkets characterized by every-day-low-
pricing, narrow assortment and no service, and hypermarkets characterized
by a pricing policy somewhat in between the two other formats, wide
assortment, and low service. These three formats compete for the major
shopping trips of households, and constitute the supermarket market,
(Marion, 1998).

* Reprinted from Journal of Retailing and Consumer Services, Vol. 10, Solgaard, Hans S. and
Torben Hansen, A hierarchical Bayes model of choice between supermarket formats, pp.
169-180, Copyright (2003), with permission from Elsevier Science.

Chapter 4

1. INTRODUCTION



In the positioning of grocery retail stores, price, apparently plays the
decisive role, and a much more important role than in the positioning of
products and brands. Indeed, 90% of all retail advertising in Europe is price
related, and 70% is exclusively on price, (Corstens and Corstens, 1995). This
seems to indicate that store choice primarily is motivated by utility
considerations rather than by hedonic considerations and that grocery
shopping is a functional activity, where consumers’ perception of price plays
the major role. In a study of consumers’ perceptions of grocery retail chains
Solgaard (2000), thus observed that although discount chains are rated very
poorly compared to other supermarket formats on a whole range of store
values except one, namely, good prices, (in all 21 value aspects were rated),
discount chains at the same time are growing and gaining market share.

The growing interest in inter format competition in grocery retailing is
reflected in a number of recent papers. Lal and Rao (1997) investigate the
factors contributing to the success of every-day-low-pricing by analyzing the
competition between supermarkets through a game theoretic analysis of a
market consisting of time constrained customers and cherry pickers. Bell and
Lattin (1998) link consumer preference for shopping in every-day-low-
pricing stores versus high-low-price stores to the expected dollar size of the
household’s shopping basket. Bell et al. (1998) demonstrate how every-day-
low-pricing and high-low-pricing stores present shoppers with a trade-off
between fixed and variable costs of shopping, and show that high-low-price
stores can offer lower total costs for small baskets, while every-day-low-
price stores offer lower total costs for large baskets. Finally, Galata, Bucklin
and Hanssens (1999) explore the nature of segmentation in store choice
behavior where competing supermarkets offer every-day-low-price and
high-low promotional price formats. They show contrary to previous
research that supermarkets with different price formats may not induce
extensive store-format switching among consumers. In this paper we take
another look at consumers’ choice between different grocery store formats,
and investigate the sensitivity of this choice to changes in the consumers’
perceptions of the price level, and other variables that influence their
decision of which type of store format to patronize. We analyze choice
behavior in a Danish setting.

Against this background it is the objective of this paper to model the
store choice decision of supermarket shoppers so as to be able to investigate
the sensitivity of the store choice decision to changes in shopper’s
perceptions of the choice determinants. An additional objective is to discuss
problems involved in operationalizing store choice models, using the
framework of the multinomial logit model, and to suggest alternative model
specifications to remedy the identified problems. The multinomial logit
model has been widely used in store choice modeling, but also strongly
criticized. The primary motivations for rejecting the multinomial logit model
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in the study of store choice behavior have been the desire to avoid the
independence from irrelevant alternatives (IIA) property, and to avoid the
assumption that the coefficients of the variables that enter the model take the
same values for all consumers.

The remainder of the paper is organized into five sections. The next
section provides an outline of the store choice process and of the
determinants of choice. Section three discusses problems involved in
operationalizing models of store choice using a standard logit framework,
and presents a random coefficients logit specification to describe household
store choice behavior. The model is operationalized and estimated as a
hierarchical Bayes model. The fourth section describes the choice setting
and the database utilized to estimate the model. The results of empirical
estimations of the model are presented in the fifth section. The results are
discussed in the final section six.

We assume that a consumer’s choice of a preferred store format is based
on the perceived utility that s/he derives from the store format. In principle
the utility emerges based partly on what the consumer perceives s/he
receives partly on what the consumers perceives s/he gives. What the
consumer receives is in retailing terminology often denoted the store’s
service output (Bucklin 1966; Bucklin et al. 1996). To receive the service
output the consumer will, however, incur some costs, i.e. spend a certain
amount of her/his own resources in the form of time and money (Blackwell
et al., 2001). Since both resources are scarce we assume that the consumer
will try to direct her/his resource consumption toward the store that is
perceived to maximize her/his utility, i.e. offering the greatest service output
per spend resource unit in the eye of the consumer. This value-for-money
perspective (e.g. Chang and Wildt, 1994; Monroe, 1990; Abott, 1955;
Hansen, 2001; Sweeney and Soutar, 2001) naturally does not exclude, that
some consumers may emphasize service output over ‘costs’ and select a
conventional supermarket or a hypermarket, while others may emphasize
‘costs’ over service output and prefer to shop in a discount store or
hypermarket.

The assessment of the service output is based on the consumer’s own
experiences with the various store formats. The literature identifies a number
of different store values as being potentially significant for the consumer’s
evaluation of stores, such as merchandise assortment, merchandise quality,
service in general, personnel, store lay-out, convenience, cleanliness and
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atmosphere (Mazursky and Jacoby 1985; Hildebrandt 1988; Blackwell et al.
2001; Levy and Weitz 2001; Bucklin et al. 1996, Finn and Louivere, 1996).
The costs that the consumer might incur are determined by the price level
and use of time and money resources for transportation to and from the
physical store, i.e. a function of the store’s location or distance from most
often used starting point, (e.g. home or work). A few comments on store
values and costs follow.

The overall assessment of a store termed store image is a function of the
service output offered, of advertising and promotion campaigns as well as of
the pricing strategies selected by the store. Since Martineau (1958) store
image has constituted a major field of research within retailing, see also
Lindquist (1974-75). In the following we consider the importance of the
specific store values constituting image rather than the concept per se. For
references regarding store image see Peterson and Kerin (1983), Zimmer and
Golden (1988), Keaveney and Hunt (1992), Haugtvedt et al. (1992), and
Chowdhury et al. (1998).

Store location has received much attention in research on store choice
and for good reasons. Bell et al. (1998) refer to industry research in the US
that indicates that location explains up to 70 percent of the variations in the
choice of grocery store. Refer also to Stanley and Sewall (1976), Verhallen
and de Nooij (1982), Engstrøm and Larsen (1987), and Arnold et al. (1983),
for the importance of the location or distance variable in store choice. The
number and nature of neighboring stores may also be an important factor in
the store choice. May (1981) thus argued that consumers tend to make more
of their patronage decisions based on the shopping complex instead of the
individual store. Hansen and Weinberg’s (1979) findings concerning choice
of bank outlet support this argument; see also Gripsrud and Horverak (1986).
The point is of course that the ease with which the consumer can get from
one facility to another type of facility is essential in explaining her choice of
store.

Different store formats are derived from combinations of price and
service output. Price generally plays the decisive role in the positioning of
grocery stores but service outputs, of course, also provide input for the
positioning. Retailers can select a price format on a continuum ranging from
every-day-low-pricing at one end to high-low-pricing at the other end, but
high-low pricing formats generally also provides larger assortments and
better service than every-day-low-pricing formats. The choice objects
considered in this research are the three retail formats available to consumers
in the Danish supermarket market, namely (1) conventional supermarkets
characterized by high-low pricing, broad assortment and some service, (2)
discount stores characterized by every-day-low-pricing, narrow assortment
and no service, and (3) hypermarkets characterized by a pricing format
somewhere between (1) and (2), large assortment and some service.
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The theoretical framework for specifying the process that leads a
consumer to choose a certain store from her consideration set of stores is
drawn from the theories of consumer behavior developed in marketing (e.g.
Blackwell et al., 2001) and from the microeconomic theory of the consumer
(e.g. Deaton and Muellbauer, 1980). In line with these theories a consumer is
assumed to form relative judgments about the available stores based on
her/his attitudes towards the stores and on situational considerations. This
enables her/him to express her/his behavioral intentions in terms of
(perceived) utility assigned to each store. Plans to act are developed
according to the assigned utility and a choice is made using a decision rule.
We assume that the consumer desires to maximize utility.

Attitude toward a store, in turn is a function of the consumer’s
perceptions or beliefs (plus the evaluative aspects) of store attributes and her
demographic, socioeconomic and personality characteristics. Characteristics
of the household, which the consumer belongs to, such as size, and number
and age of children are also assumed to influence the attitude formation
process. (The household perspective on store choice behavior is specifically
developed in Engstrøm and Larsen, 1987). Beliefs in turn are a function of
the consumer’s evaluative criteria, i.e. store values and information on and
experiences with the stores; in addition, beliefs are assumed to be influenced
by the general image of the chains operating the stores.

Situational considerations are, finally, a function of the consumer’s
awareness of events (at the moment of choice) and/or the need to search for
information that may affect her choice behavior. Some examples are, (1)
upcoming usage situations, that require specific purchases, (see Engstrøm
and Larsen, 1987), (2) pressure from competing retailers in terms of various
promotional offers that must be evaluated, and (3) shopping activities carried
out in combination with other non-domestic activities, creating a possible
need for evaluation of unknown shopping environments, etc. Thus we
could also depict the utility assigned to a particular store as a function of

A HIERARCHICAL BAYES MODEL OF CHOICE BETWEEN
SUPERMARKET FORMATS

47

Although an individual consumer alone might perform the chore of
grocery shopping, it is the needs of the household that would be satisfied by
this activity. Thus household size, and number and age of children will
influence store choice behavior. Also, household characteristics such as
income, working hours and availability of a car put restrictions on as well as
opportunities for what is feasible for the household in terms of grocery
purchasing.

2.1 Store utility



Most consumers have patterns of grocery shopping which involve more
than one store, (Mägi, 1995; Corstens and Corstens, 1995). Many
consumers regularly visit two or more stores simply because they arrange
shopping trips from different geographical bases, (e.g. home and work, or
other non-domestic activities). Likewise different stores may serve different
roles, either by shopping occasion, (e.g. major shopping trip, lunch hour fill-
up) or by specialty, (e.g. vegetables, meat, frozen foods, discount, etc.). In
addition, some consumers may visit stores on a regular repertoire basis, both
to review prices in competing stores and because they enjoy a sense of
variety. Still others may visit different stores looking for good values and
also in an attempt to track down the items they prefer most. Finally
individuals within a household may have different preferences for particular
stores.

For these reasons a consumer’s consideration set of grocery stores may
change from one purchase occasion to another within a short time period
such as a week or even a day. A more regular pattern of grocery store choice
may, however, emerge over a longer time period such as two weeks or one
month. In this paper we consider consumers’ buying pattern over the most
recent budget period, and measure how consumers share their grocery
budget among different store formats, and this pattern we assume to be fairly
stable within the shorter run. Since the exact utilities assigned to the
different store formats in a consumer’s consideration set on a purchase
occasion is unknown, we cannot state precisely which store will be selected.
However, the probability that the consumer, say i, will select store format j
on a particular purchase occasion may be specified as,
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store attributes, personal characteristics including relevant household
characteristics and situational considerations.

We will assume that the utility assigned to a store is separable into a
deterministic attitude component and an unobserved random component.
The unobserved random component will include some unmeasured
situational influences and random effects in the consumer’s information
processing, as well as omitted structure. This component thus in essence
reflects the complexity and richness of the choice process by recognizing
that in building an operational model of the choice decision process the
model will in general be under specified.

2.2 From utility to choice.

where, that consumer i selects store j on a purchase



occasion, assigned to store j by consumer i,
component of utility, and component of utility,

and J = set of stores.
In the following we develop an operationalization of the store choice

model summarized above within the framework of the multinomial logit
model.

The multinomial logit model of discrete choice developed by McFadden
(1974) has been applied extensively to store choice problems, (e.g. Stanley
and Sewall 1976; Gautschi 1981; Malhotra 1983; Arnold et al. 1983, and
Fotheringham 1988). There are three important reasons for the widespread
use of this model in marketing research, (1) conceptual appeal being
grounded in economic theory, (2) analytical tractability and ease of
econometric estimation, and (3) excellent empirical performance as
measured by model fit and other criteria.

In the logit model, usually specified as standard multinomial logit or
nested logit, the stochastic components of the utility function, are
assumed to be identically and independently distributed (IID) in accordance
with the extreme value distribution. This specification, however, has some
severe limitations. First the coefficients of variables that enter the model are
assumed to be the same for all consumers. This assumption implies that
different consumers with the same observed characteristics have the same
values or tastes for each factor entering the model. This will generally not be
the case. Consumers/households with the same demographic and
socioeconomic characteristics, when confronted with a given set of store
attributes, may exhibit different choice behavior, because of differences in
overall store preferences, and/or variations in their responses to these
attributes. Both types of heterogeneity are referred to as “unobserved
heterogeneity” because they are the result of the influences of unobserved
(to the modeler) factors that influence store choice behavior1. Second the
logit model exhibits the “independence from irrelevant alternatives” (IIA)
property, implying that the ratio of the probabilities of choosing one
alternative over another is unaffected by the presence or absence of any
additional alternatives in the choice set, Domencich and McFadden, (1975).
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3. OPERATIONALIZATION OF THE STORE
CHOICE MODEL.

1 Households with the same observed demographic and socioeconomic characteristics may, as an
example, well differ in terms of shared beliefs on how activities concerning food preparation,
consumption and purchasing should be carried out, (see for instance Engstrøm and Larsen, 1987).



The primary limitation of models satisfying this property is, that if there are
strong contrasts in similarity between the choice alternatives, such models
will lead to implausible conclusions when one wants to ascertain the effect
of adding a new alternative, or evaluate the effect of changes in an existing
alternative. In the context of grocery store patronage the IIA assumption may
well be violated2. Also, in situations with repeated choices over time the
logit and nested logit model assume that unobserved factors or influences are
independent over time for a consumer. In reality we will of course expect
unobserved factors that affect a consumer to persist at least in the short run.

These limitations are closely related. Thus when the IIA assumption does
not hold, the model assumption that has been violated is the assumption that
the stochastic element of the utility function is IID, and the reason for this is
unobserved heterogeneity. Thus unobserved characteristics (by the
modeler) of the consumer may influence how observed characteristics of the
consumer and attributes of the alternatives affect choice. Each consumer
may as a consequence place their own particular weights on the store
attributes (slope heterogeneity), which will lead to correlation across the
utility of the store alternatives for each consumer and hence lead consumers
to violate the IID as well as the IIA assumption. Moreover, unobserved store
attributes will cause correlation in the unobserved portion of utility across
store alternatives and hence lead to violation of the IID and the IIA
assumptions.

To avoid the IIA assumption we must therefore relax the assumption that
the unobserved components of utility are IID. This can be accomplished
within the logit model by specifying the unobserved portions of utility as a
combination of the IID extreme value term and another distribution, say G,
that describes the heterogeneity across consumers. That is each
consumer/household has her/its own coefficients for the store attributes and
consumer characteristics, and the variation of these parameters across the
population is described by the distribution G.

We next outline a random coefficients logit model of store choice. We
first describe the behavioral specification, and then briefly consider
estimation, use and validation of the model.

2 As an example Fotheringham (1988) mentions that location of a store with respect to its competitors
will affect the probability of a consumer selecting that store. If agglomeration forces are present, a
consumer is more likely to choose a store in proximity to other stores, cet. par. Alternatively, if
competitive forces are present a consumer will be more likely to select a store in relative isolation
from its competitors, cet. par.

50 Chapter 4



where is a vector of observed store attribute perceptions and household
descriptors, whereas   is a vector of unobserved coefficients for each
consumer that varies randomly over the consumers according to a
distribution, G. Finally is the unobserved random component independent
of and The term is assumed to be distributed IID extreme value.
The variance in will induce correlation in utility over stores, and the
coefficient vector for a consumer, may thus be viewed as the sum of a
population or market mean representing the average (over all consumers
in the market) values or tastes and an individual deviation, which
represents the consumer’s idiosyncratic values. Therefore the unobserved
portion of utility is equal to, This term will be correlated over
stores (and purchase occasions) because of the common influence of the
same values or tastes are used to evaluate each store. (Likewise across
purchase occasions at least in the short run). Because the unobserved portion
of utility is correlated over stores the random coefficients logit model does
not possess the IIA property of the standard logit3.

Since the exact utilities assigned to the different stores are unknown, we
can only specify the probability that a consumer, i, will select a particular
store on a shopping trip. We can compute the consumer’s probability of
choosing a particular store, if we know the specific values/tastes of the
consumer, Since is IID extreme value, as in the standard logit model,
McFadden (1974), the probabilities are logit given the value of Thus the
probability that consumer i will choose store j on a choice occasion would be
standard logit,

We next consider how to estimate the unknown parameters

3 McFadden and Train (2000) in fact have shown that any random utility model representing any
substitution patterns can be approximated arbitrarily close by a random coefficients logit model.
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3.1 A random coefficients logit model of store choice.

Assume a consumer faces a choice set consisting of J stores. The utility
that consumer i, say, has assigned to store j is modeled as,



Advances in computer speed as well as greater understanding of
simulation methods, have in recent years allowed estimation of choice model
specifications such as the multinomial logit model with coefficients of
explanatory variables varying over decisions makers, and in addition
estimation of a variety of alternative choice model specifications such as the
multinomial probit model and the multinomial t model. Thus Bayesian
analysis using Gibbs sampling has recently provided a way to estimate stable
individual choice models (Albert and Chib, 1993; Chib et al., 1998; Allenby
and Lenk, 1994; Allenby and Rossi, 1999; and McCulloch et al., 2000).
Within a Bayesian framework these models estimate the distribution of
coefficients across the population and combine information with the
individual consumer’s choices to derive posterior or conditional estimates of
the individual consumer’s tastes. Concurrently mixed or random coefficient
choice models developed within a classical statistical framework have
permitted the same type of analysis by combining maximum likelihood
estimates of the population distribution with individual choices, refer to
Murthi and Srinivasan (1998), Jain et al. (1994), Chintagunta et al. (1991),
Train (1998), and Brownstone and Train (1999). With these advances in
estimation procedures it is now possible to estimate choice models that can
take care of the problems just outlined.

We have elected to apply Bayesian estimation because it greatly
simplifies the interrelated tasks of estimation, inference and communication
compared to classical estimation. Thus to learn about a vector of parameters,
say we simply sample many times from the posterior density for and to
communicate what we have learned about from the data we can present
summaries of those samples, refer to Jackman (2000) for an introduction to
Bayesian simulation.
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3.2 Estimation of the model.

3.2.1 Bayesian estimation.

We will make the following distributional assumptions in order to be able
to estimate the model for an arbitrary consumer. The random effects,
for the N consumers are, in the absence of any prior knowledge, assumed to
be independently and identically distributed from i.e. the r-
dimensional multivariate normal distribution with mean vector and
covariance matrix Using Bayes rule (e.g. Gelman et al. 1995) we obtain
information about the household specific parameters and the common
parameters of the mixing distribution by reformulating the likelihood
function as a hierarchical Bayes model. The likelihood function is,



In this formulation the mixing distribution is part of the prior distribution,
where is a prior distribution placed on and in order to make sure
that the joint posterior distribution will be defined. For convenience we use
natural conjugate priors in which the prior on is normal and the prior on
is the inverted Wishart distribution. Convenience refers to the sampling of
the posterior distribution, thus assuming to be normally distributed, priors
on and can be specified that give an easy to draw from posterior
distribution. Draws from this joint posterior distribution are obtained
through Gibbs sampling. That is, a sequence of conditional draws is obtained
where each parameter is drawn conditional on a draw from the other
parameters, see Casella and George (1992) and Smith and Gelfand (1992)
for the Gibbs sampler. In Gibbs sampling draws of are obtained from its
posterior conditional on draws of and for all N. Similarly, draws of
are obtained from its posterior conditional on and for all N. The Gibbs
sampling provides a set of draws of     from its posterior distribution, and it
is the mean of these draws that is the desired parameter ‘estimates’. We will
not go into further details with the estimation procedure but refer to Allenby
and Lenk (1994), Allenby and Rossi (1999), Chib et al. (1998), Huber and
Train (2000), and Gelman et al. (1995).
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3.3 Measures of choice sensitivity.

Two measures of managerial interest in the context of a logit choice
model are the aggregate direct- and cross-choice elasticity measures.
Assuming cross-sectional data with only one observation per consumer, as

where i refers to the household out of N, is the likelihood of
household i’s data conditional on and is the
random effects distribution indexed by the parameters, and From
Bayes rule we know that the “joint posterior distribution of the parameters is
proportional to the likelihood times the prior distribution”, that is
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will be the case in our application of the model, the formula for the
aggregate choice elasticity for store format j with respect to predictor
variable 1 of store format k is given by

where, is the choice elasticity for individual i, and

For derivation of elasticity measures in the logit model refer to McFadden
(1979) or Ben-Akiva and Lerman (1985). Estimation in the Bayesian
framework is straightforward (Allenby and Lenk 1994; and Jackman 2000).
Measures of direct and cross elasticity are estimated for each consumer
individually. An aggregate measure of choice sensitivity to, say, a change in
perception of a store’s price level is then obtained as a weighted average of
the posterior distribution of the individual elasticity measures using the
choice probabilities as weights.

3.4 Measures of model fit

Model fit will be measured in terms of the fit between the estimated
choice probabilities and the observed choices, and in terms of the ability of
the model to forecast observed response.

As a measure of the first type, we use the posterior expectation of the
deviance, D, (= -2*log(likelihood)), as suggested by Spiegelhalter et al.
(1998). To make a connection to classical measures of model fit we compute
the log likelihood ratio, based on D and the likelihood at zero, (i.e.

except for constants), and compute the ‘pseudo’ measure,
which can be used much as the measure in regression, McFadden (1974).
To measure fit of the second type we assume that a model specification has
been estimated and that a validation sample is available. The proportion of
successful individual forecasts made from the validation sample is
computed; we forecast that the store with the highest probability will be
chosen. To evaluate the performance of the model we compare this
proportion to the proportion of successful forecasts we could obtain by
chance. We make the predictions given observations of from the
validation sample by sampling from the posterior distribution of for

if j = k implying a direct elasticity, and
if implying a cross elasticity



the standard logit model), estimated in the calibration sample. The
predictions of the percent correct classified is then the average percent
correct classified across the number of iterations performed.

Marion (1984,1998) has suggested that the grocery retail market may be
partitioned into eight strategic groups which each offer a unique combination
of price, service and assortment. Three of these groups are in competition for
consumers’ major grocery shopping; these three groups constitute the
“supermarket market”. The remaining three groups compete in “the fill in
market”. The supermarket market in the greater Copenhagen metropolitan
area can be described by the general structure of that market in Denmark.
Different formats constitute this market, namely discount stores,
hypermarkets and combination stores/conventional supermarkets including
up-scale supermarkets. Two large supermarket groups, Dansk Supermarked
and COOP Denmark, dominate the Danish supermarket market having a
total market share of 68% (2000). The corporate retail chain Dansk
Supermarked (market share 25%) is owned by Dansk Supermarked Ltd,
whereas COOP Denmark (market share 43%) is a consumer co-op. The
Danish independents hold together 28% of the market. Of the independents
55% are joined in wholesale-sponsored voluntary cooperative groups,
whereas 32% are joined in retail-sponsored cooperatives. Aldi the German
discount store chain holds a market share of 4% of the supermarket market.

Dansk Supermarked comprises the discount store chain Netto (market
share 10%), the hyper-market chain BILKA (market share 5%), and the
combination store/conventional super-market chain FØTEX (market share
10%). COOP Denmark operates the discount store chain Fakta (market share
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4. CHOICE SETTING AND DATA

To illustrate estimation of the store choice model, data were generated
from a survey of grocery buying behavior conducted in the greater
Copenhagen metropolitan area in the spring of 1999. The target population
consisted of households. In all 1500 households were contacted and 631
responded with useable questionnaires resulting in a response rate of 42%.
Information on the sampling plan, data collection and variable construction
is provided in Hansen et al. (1999). In the following we briefly describe
the choice setting, and delineate the variables provided by the survey and
utilized in building the criterion and predictor variables.

4.1 The choice setting
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10%), the hypermarket chain OBS (market share 3%), the combination
store/conventional supermarket chain Kvickly (market share 9%), the
conventional supermarket chains SuperBrugsen (market share 16%) and
Dagli’Brugsen (market share 5%), and the up-scale conventional
supermarket chain IRMA (market share 2%). The Danish independents,
among them the up-scale chain ISO, comprise conventional supermarkets
(total market share 22%), discount supermarkets (total market share 4%) and
others (market share 2%).

In the following we model households’ choice between different store
formats, namely (a) discount stores represented by (NETTO, Fakta and
Aldi), (b) hypermarkets represented by (BILKA and OBS), and (c)
conventional supermarkets represented by (ISO, IRMA, Kvickly, FØTEX
and SuperBrugsen).

4.2 The data

The predictor variables provided by the survey consist of measures of
consumers’ perceptions of store values, a distance measure and household
descriptors. The store perceived variables were developed from consumers’
ratings of each of the ten grocery store chains listed above using structured
attribute-based scales, see Solgaard (2000) for details. In all twenty-one store
values or items were used in the questionnaire, each item being evaluated on
a seven-point scale anchored by (1) “Strongly disagree” and (7) “Strongly
agree”, see Table 1. Principal component analysis (PCA) was performed on
each of the sets of value measurements and indicated that the structures of
the store images was fairly similar across the ten stores. Five components
were extracted.



Summated scales were developed, such that each component is
represented by surrogate variables selected among the highest loading
original variables on each component. A simple average of the substitute
variables represents each component in the choice model, for development
of summated scales refer for instance to Hair et al. (1998).

The following store perception variables were included in the model;
price level (variables b, d, see Table 1) before inclusion in the model this
variable was rescaled such that high ratings imply high price level;
quality/service level (variables i, k, n, see Table 1) scaled such that high
ratings imply high quality/service level; opportunity to taste/try new
products (variables j, u, see Table 1), scaled such that high ratings imply
good opportunities to try; assortment (variables a, h, see Table 1), scaled
such that high ratings imply good assortment; accessibility (variables p, t,
see Table 1) scaled such that high ratings imply good accessibility.

Distance to store was measured in minutes of transportation time, as
estimated by the consumer from most often used starting point, either home
or job. A store format’s perceived service output is thus represented in the
model by the variables quality/service-level, assortment, opportunity to try
new products and accessibility, whereas the perceived costs are price-level
and distance.

Household/consumer descriptors were also available, and to test the
effect of various such variables on the store choice decision, we considered
three household descriptors. They are household size, i.e. number of persons
in the household, age of person who most often performs the grocery
shopping, and household gross income.

The criterion variable was developed from data on each household’s
stated patronage of the ten grocery store chains and from data on the
household’s stated share of purchases in terms of spending in the different
store chains; each household was asked to indicate for each of the ten store
chains the approximate percentage of their grocery budget that was spent in
the particular store. The store with the highest share of purchases among the
stores visited by a household was defined as the chosen store, while the
choice set for a household was defined as the set of stores with a positive
share of purchase4.

4 Alternatively we could have used the stated budget shares as the criterion variable. However, we
chose to define the criterion variable as delineated above to partly account for errors made in
reporting the budget shares. Thus while the stated share of budget for the primary store may be
reliable, the stated budget shares for the secondary stores generally may be less reliable, in
particular, the stated differences in budget share between these stores may be unreliable.
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The sample included 631 households. 524 households indicated a choice
set comprising the three store formats under consideration. Of these 112
were eliminated due to incomplete information, leaving a total of 412
respondents. A validation sample consisting of twenty percent of this
sample, i.e. 82 households, was formed by random selection, leaving a
calibration sample of 330 households. The choice shares for the three store
formats are shown in Table 2.

We next present the results of the empirical estimations of the store
choice model. We consider two specifications of the logit model that is the
standard- or fixed coefficients logit model and a mixed – or random
coefficients logit model. Both models are estimated applying Bayesian
simulation, specifically we use the WINBUGS program (Spiegelhalter et al.,
2000; Lunn et al., 2000) to perform the simulations and estimations.

We have set the alternative, conventional supermarkets, as the base
alternative, and thus include two alternative specific constants in the
estimations. The constant for discount stores, (C-DS in Tables 3 and 4), thus
reflects the difference in utility of discount stores compared to conventional
supermarkets ceteris paribus, similarly for the alternative specific constant
for hypermarkets, (C-HM in Tables 3 and 4). Also the difference between
the two constants reflects the difference in utility between discount stores
and hypermarkets.
Table 3 presents a standard logit model with six generic variables. We note
that the parameter estimates and the auxiliary measures of goodness of fit
obtained for the standard logit model using Bayesian simulation are very
similar to the estimates obtained using maximum likelihood estimation. In
fact the estimates only deviated on the third or fourth decimal. We ran the
Gibbs sampler for 5.000 iterations to adapt the program. The posterior
means, i.e. the parameter estimates and goodness of fit measures are based
on the next 30.000 iterations. The fit of the model specification as measured
by the likelihood ratio statistic is significant beyond the 0.01 level. In
addition the average out of sample percent correct predicted choices are
significantly better than the percent correct predicted using a chance
criterion. Also the significant coefficients of the generic variables, price,
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assortment, accessibility and distance all have the expected sign. The
negative constant terms indicate that conventional supermarkets are the
preferred store format. We found furthermore that the three house- hold
descriptors described above did not have a significant effect on the choice
probabilities. These variables were entered into the model as alternative
specific variables.

A priori it is doubtful that all households would place the same value on
each of the store attributes. To account for this we estimate a random
coefficients logit model for the choice between store formats. We assume the
coefficients are normally distributed that is, As discussed in
section 3 priors for the parameters are introduced to insure that the
posterior distribution is defined. As strongly suggested by the WINBUGS
manual we use conjugate priors, so the prior on is taken to be normal, and
the prior on is the inverted Wishart. We attempted to use “flat” or diffuse
priors for and because of lack of information on these parameters. More
precisely we specify the priors with the following parameters,

and the inverse Wishart as IW(R(8,8), k=12). We found, however, our



results to be sensitive to changes in k, the degrees of freedom in the Wishart
distribution. Specifically, we found our results to be insensitive to values of
k in the interval (9-15), meaning that we did obtain parameter estimates that
did not differ significantly on the first two digits. For k>15 this did not hold.
We chose to set k=12 to have some degrees of freedom. We ran the Gibbs
sampler for 15.000 iterations to adapt the program. The posterior means are
based on the next 70.000 iterations. Since autocorrelation appeared to be a
problem in the sampling process, we started the process from three different
sets of starting values, but found all three chains to give very similar
posterior means.

Parameter estimates as well as measures of goodness of fit for the
hierarchical Bayes model are reported in Table 4. The mean of the normal
random effects distribution is reported as well as the variance estimates of
the random effects. The covariance terms of the random effects are all
insignificant and small, and therefore not reported. We note that we also in
this specification found the three household descriptors to be insignificant.

We first notice that the parameter estimates for the variables price,
distance and assortment are significant at the 5% level or beyond, and that
accessibility appears to be significant at the 10% level. Further we note that
the coefficients of the random parameters model generally appear to be
larger in magnitude than the corresponding standard logit estimates. This is
because the scale of the coefficients in logit models is determined by the
normalization of the unobserved portion of utility, i.e. In the random
parameters logit some of the utility that is unobserved in the standard logit
(and thus captured by is captured by the standard deviation terms. Thus
random parameters logit is scaled to an unobserved portion of utility that has
less variance than that for the standard logit, and resulting in the random
parameters logit coefficients to be scaled up relative to the standard logit.

Secondly, we observe that the variance estimates reveal several
significant (at the 10% level or beyond) or close to being significant
elements, indicating the extent of heterogeneity among households in
sensitivities to price-level and distance in particular, and in assortment and
accessibility, a heterogeneity which the standard logit model is unable to
capture. Generally the random coefficients model appears to be a clear
improvement over the standard logit specification. This is supported by the
clear improvement in model fit as measured by the Bayesian deviance, by
the likelihood ratio index and by the improvement in the average out of
sample percent correct classified, changing from 64% in the fixed effects
model to 71% in the random effects model. These results indicate a clear
need for individual specific parameter estimates.
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6. DISCUSSION AND CONCLUSION

Price level, assortment and distance (location) appear as anticipated to be
the important drivers for consumers’ choice between store formats. Quality
and service on the other hand do not differentiate between formats. A main
reason for this last result could be that the majority of stores that constitutes
the choice set belongs to one of only two supermarket groups, and that there
is a fairly large common set of standardized products and brands between
store chains across store formats. Further it is noted that the importance of
‘distance’ varies the most across consumers. This should be seen in the light
that discount stores and conventional supermarkets in many areas of the
metropolitan region under consideration are situated in close proximity to
each other. Thus for many small households and households without a car
the perceived marginal costs of shopping at a hypermarket located far away
may well exceed the perceived benefits. Finally, assortment appears to be
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the most important single driver for the choice between store formats. A
reason

for this could be that we consider the most preferred and chosen store (and
thus the selected store format) as the store in which the consumer spends the
largest share of the household’s grocery budget. That is to say that the
chosen store generally also will be the target for the household’s major
shopping trip in the considered period, and thus a wide and good assortment
means that the grocery shopping can be done in a single store.

Table 5 presents the mean direct and cross elasticity of choice
probabilities with respect to perceived price, perceived assortment and
distance with the posterior standard deviations in parenthesis. The table
provides additional insight into the competition between the store formats.
The hypermarket format generally has the largest direct elasticity (entries in
the diagonal) for the three variables, followed by the discount format and
conventional supermarket format. On the other hand an analysis of the off
diagonal entries, the cross elasticities, reveal which store format is most
influenced by changes in a competitor’s store values. For price the discount
format appears to have the greatest influence, while the conventional
supermarket format exerts the largest effect with respect to assortment.
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Concerning distance the hypermarket format seems to be the most sensitive
and the least influential.

For store or chain management the store choice model allows for an
assessment of a store’s competitive situation at a given point in time or
across a well defined time period, depending on the data input. A store’s
strengths and weaknesses on important store attributes and in addition on
various aspects of these store attributes may thus be evaluated. The diagnosis
of the competitive situation may then serve as the basis for formulation of
marketing strategies. To derive specific managerial implications in terms of
actions that for instance store management could engage in to improve its
store’s competitive situation, we would need estimates of the costs and
benefits involved in changing the consumers’ perception of various aspects
of store attributes from their current levels. For instance the substantive
problem of measuring the effect of a change in an aspect of store assortment
for a particular store-outlet on consumers’ perceptions of the store, and
hence choice of store, can be tackled by our store model in combination with
conjoint analysis.

Conjoint analysis can provide a translation of changes in objective store
attributes into changes in perceptions. Via the store model the effect of the
specific design change on store choice behavior can then be assessed.

In this paper we have shown how some of the major problems in
operationalizing store choice models using the framework of the logit model
potentially could be overcome by an alternative model specification, the
random parameters or coefficients logit model, and we have demonstrated
how hierarchical Bayes estimation appear to be an effective way of
estimating random utility models. We presented an application of the store
choice model, analyzing households’ choice between different formats of
grocery retail stores. The application demonstrated the potential usefulness
of the random coefficients logit model as compared to the standard logit
model.
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Chapter 5

MEASURING THE EFFECT OF DISTANCE ON
CONSUMER PATRONAGE BEHAVIOR
a structural equation model and empirical results

1. INTRODUCTION

Store location (or distance) is a factor that influences store choice greatly.
Bell et al. (1998) refer to industry research in the US, which indicates that
location explains up to 70 percent of the variations in the choice of grocery
store (see also Stanley and Sewall, 1976; Verhallen and de Nooij, 1982;
Arnold et al., 1983, Nevin and Houston, 1983; Engstrøm and Larsen, 1987;
Hortman et al. 1990; Marjanen, 1997; and Levy and Weitz, 2001) for the
importance of the location or distance factor in explaining store choice
behavior). Eppli (1998) argues however that, over the last couple of decades,
the importance of distance may have diminished in explaining consumer
store patronage behavior. According to Eppli, the reason for this is that the
obstacles of visiting various stores for comparison-shopping have decreased.
Large department stores provide a variety of retail goods necessary for
comparison-shopping, thus reducing the costs of visiting independent
retailers to obtain special commodities. Similarly, in most Western countries,
specialty food stores have faced increasing difficulties in competing with
supermarkets that are able to offer not only competitive prices, but also a
broad assortment of goods as well as convenient shopping (EIU, 1995;
Hansen, 2002). Thus, even extensive grocery comparison-shopping could
involve just one obstacle for the consumer, i.e., the distance to the preferred
warehouse or supermarket.
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In line with this discussion, it is likely that the importance of distance
will decrease according to how much the consumer feels s/he will achieve,
or plans to achieve by visiting a particular store. The distance to the store
will probably less influence a consumer who plans to spend a large
percentage of her/his housekeeping budgets in a particular store than a
consumer who plans to spend only a small percentage of her/his
housekeeping budget at the same store. This is due to the fact that the
relative use of resource units to cover the distance will be less when the
consumer takes care of most of her/his shopping needs than when the
consumer only takes care of a small portion of her/his shopping needs. One
possible consequence of these reflections is that the importance of distance
as a factor in explaining consumers’ store choice behavior will probably be
influenced by the way in which the actual measurement of the consumers’
store choice behavior is carried out. If store choice behavior is measured as
an expression of the number of times a consumer visits a particular store
(frequency), the importance of distance, taking into account the above-
mentioned reflections, will presumably be greater than if store choice
behavior were to be measured as an expression of the percentage of the
housekeeping budget (budget share) spent at a particular store. Frequency
(e.g., Marjanen, 1997) as well as budget share (e.g., Hildebrandt, 1988;
Solgaard and Hansen, 2001) are frequently used methods of measurement to
determine the consumer’s store choice behavior. Some researchers (Babin
and Attaway, 2000) have combined frequency and budget share with other
elements like ‘the usual shopping time in a store’ into a ‘customer share’
measure. However, it is difficult to extract a particular pattern regarding the
significance of the method of measurement since distance is usually linked
with a number of other influential variables, which are not the same for the
various published research results which include distance as an influencing
variable on consumer store choice behavior. The purpose of this paper is
thus to examine the following research proposition more explicitly:

Research Proposition: The significance of distance in explaining the
consumer’s store choice behavior is influenced by the way in which store
choice behavior is construed. The significance of distance will be greater
when store choice behavior is measured as the number of times a consumer
visits (frequency) a particular store than when store choice behavior is
measured as the percentage of housekeeping budget spent (budget share) at a
particular store.

The consumers, however, will rarely make a decision based on one piece
of information by itself, e.g. information about the distance to the store,
rather they will try to collect different pieces of information and determine
their behavior on this basis (refer to e.g. Doods et al., 1991; Grewal et al.,
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1998). The significance of measuring distance should therefore not be
determined by itself, as the significance could relate to other factors, which
are regarded as important for the choice of store by the consumer. As stated
by Marjanen (1997), “consumers trade off distance with other store-choice
variables” (p. 152). Consequently, a conceptual model, which integrates
various store choice factors, will be developed in the next section. The
model will be developed based on a value perspective of the consumer’s
store choice behavior. In the following sections, it will form the basis of an
empirical survey of a total of eight large Danish supermarket chains. In the
final section of the paper, we will be discussing the results of the survey as
well as presenting suggestions for further research.

2. DISTANCE IN A VALUE PERSPECTIVE

Consumer’s perceived value has been viewed as a strategic and
fundamental term for the retail industry (refer to Sweeney and Soutar, 2001).
Harnett (1998) believes that retailers capable of offering the consumers
‘great value’ will be stronger in competition with other retailers. Levy
(1999) argues that retail customers are ‘value-driven’. Jensen (2001) sees
customer value as a “very important concept in marketing strategy” (p. 299).
According to Zeithaml (1988), a consumer’s perceived value may be seen as
an expression of an “overall assessment of the utility of a product (or
service) based on perceptions of what is received and what is given” (p. 14).
Thus, in principle, the value emerges based partly on what the consumer
perceives s/he receives, partly on what the consumer perceives s/he gives.
Within the field of retailing, what the consumer receives may also be termed
the store’s service output (Bucklin, 1966; Stern and El-Ansary, 1988;
Bucklin et al., 1996). In order to receive the service output, the consumer
must, however, accept a use of certain resources, i.e. a cost. The use of
resources may, in this connection, be divided into a use of monetary
resources and a use of time resources (refer to e.g., Blackwell et al., 2001).
However, both resources are limited, which is why the consumer must try to
direct her/his use of resources at the store offering the greatest service output
per used resource unit in the eyes of the consumer. From the value
perspective point of view, a retailer thus achieves a competitive advantage
by offering the consumer greater value than the competitors. In this
connection, Gale and Klavans (1985) suggest two different strategies in
relation to increasing the consumer’s perceived value. One possibility is for
the retailer to try to decrease the perceived price and, at the same time,
maintain the currently perceived service output. Another possibility is for the
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retailer to try to improve the perceived service output and, at the same time,
maintain the currently perceived price.

The perhaps most common use of the value term relates to the trade-off
between quality and price, which may also be termed the ‘value-for-money’
perspective (e.g. Chang and Wildt, 1994; Monroe, 1990; Abott, 1955;
Sweeney et al., 1997; Hansen, 2001; Sweeney and Soutar, 2001). According
to Abott (1955), price as well as quality need to be considered when a
company wishes to enter a market characterized by competition: “How good
a bargain anything is depends upon both quality and price; the two elements
compounded together form the basis for evaluation of winning contestants in
the marketplace” (p. 108). The value term thus encourages the retailer to
concentrate both on internal efficiency – low costs – and external efficiency,
i.e. creating a quality or, in broader terms, a service output that caters for the
wishes and needs of the consumers. From the individual consumer’s point of
view, the use of the value term means that it is possible to compare the
different values of shopping opportunities, and thereby also the individual
retailers’ ability to satisfy the consumer (Reeves and Bednar, 1994; Teas and
Agarwal, 2000). This does not deter some consumers from preferring one
particular value package, e.g. the combination of high quality and high price,
while others may prefer a value package consisting of the combination of
poor quality and low price. Furthermore, some consumers will emphasize
price over quality, while others, in turn, will emphasize quality more than
price (Zeithaml, 1988).

A value term that refers solely to quality and price would, however, be
too restricted a term in relation to the service output that the retailers are able
to offer and in relation to the use of resources borne by the consumers
(Sweeney and Soutar, 2001; Bolton and Drew, 1991). The service output
would also include e.g. assortment (Bucklin et al., 1966), special features or
after sales services (Porter, 1990). Furthermore, in choosing a particular
store, the consumer is not only burdened with a use of monetary resources in
relation to her/his actual purchases, but, among other things, s/he is also
burdened with a use of time resources for transportation to and from the
physical store. As summarized by Vettas (1999), “consumers make their
purchasing decisions after they observe the final ‘delivered’ prices, that is,
prices adjusted for quality plus a transportation cost” (p. 1).

3. A CONCEPTUAL MODEL

Figure 1 displays the suggested relations between service output, costs
and store choice behavior. The assessment of the service output is based on
the consumers’ own experiences with the three dimensions for each of the
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retailers. A note about the widespread concept of ‘store image’ versus
‘service output’ seems appropriate here.

Store image is a more comprehensive concept than service output. Store
image may be seen as an expression of the store’s ‘personality’ (Martineau,
1958). In general, store image rests on a psychological basis, which may be
compared to trait-factor theory (e.g., Buss and Poley, 1976; Haugtvedt et al.,
1992). Trait-factor theory is based on the idea that you may attribute
individual ‘characteristics’ to different ‘people’ (in this connection, different
store personalities, brand personalities or similar), which will distinguish
them from each other. Store image may (just as brand personality) cover a
variety of store perceptions among the consumers concerning concrete
matters (e.g. ‘low price store’; Finn and Louviere, 1996) as well as the more
abstract matters (e.g. ‘a strong community reputation’; Arnold et al., 1996).
Thus the store image term also refers to factors that are not necessarily direct
consequences of a visit to the store in question, but which may also be
consequences of the store’s social, moral or other societal behavior. In
contrast, the term service output solely refers to factors that are dependant on
a visit to the store in question (refer to Jensen, 2001). Despite this difference,
the many surveys that use the store image terms as their basis may,
nevertheless, provide useful information regarding which factors are
perceived as significant for choice of store by the consumers when store
choice is seen in a service output context.
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The literature identifies a number of different dimensions as being
potentially significant for the consumer’s assessment of individual stores.
Mazursky and Jacoby (1985) identified several dimensions that, according to
the consumer’s perception of the overall image of the store, would affect the
choice of store. These dimensions included: merchandise quality,
merchandise pricing, merchandise assortment, convenient location, sales
clerk service, service in general, store atmosphere, and pleasantness of
shopping. In a survey dealing with performance factors in retailing,
Hildebrandt (1988) used a total of three dimensions as expressions of store
image: quality, atmosphere and price. Bucklin (1966, 1972) specifies service
output as comprising the factors, spatial convenience, lot size, waiting or
delivery time and product variety. In a survey examining shopping center
image and consumer choice behavior, Finn and Louviere (1996) found that
two dimensions, wide selection and low prices, could explain 86% of the
variation in choice. In a study of consumer attraction to interurban areas,
Bell (1999) found a significant relationship between ‘quality and range of
products and stores’ and ‘willingness to patronize a retail area’. In a survey
of consumers’ criteria of choice in choosing between specialty food stores
and supermarkets, Hansen (2002) found that the three most important
criteria according to the consumers were: high product quality, freshness of
products and assortment. Based on the reviewed results, we will assume that
the term, service output, is described satisfactorily using the three
dimensions: quality, assortment and atmosphere. The model deals with two
types of costs: price and distance. Both cost types should be borne by the
consumer within her/his usual resource limits. To pay a price to receive a
service output involves the use of the consumer’s monetary resources, while
the distance to the store may involve a use of monetary as well as time
resources.

4. RESEARCH DESIGN

The empirical setting for this research is the Danish supermarket market
(refer to Marion, 1998). Various formats constitute the supermarket market
in Denmark, namely conventional supermarkets, warehouses, and discount
stores. Two large supermarket groups, Dansk Supermarked and FDB,
dominate the Danish supermarket market having a marketshare of 68%
(2000). The corporate retail chain Dansk Supermarked (marketshare 25%) is
owned by Dansk Supermarked Ltd. whereas FDB (marketshare 43%) is a
consumer co-op. The Danish independents hold together a marketshare of
28%. Aldi, the German discount store chain, holds a marketshare of 4%. The
following stores owned by Dansk Supermarket Ltd. were included in the
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study: the discount store chain Netto (marketshare 10%), the warehouse
chain Bilka (marketshare 5%), and the conventional supermarket chain
Føtex (marketshare 10%). The following stores, owned by FDB, were also
included in the study: the discount store chain Fakta (marketshare 7%), the
warehouse chain Obs (marketshare 3%), and the conventional supermarket
chains Kvickly (marketshare 9%) and SuperBrugsen (marketshare 16%). In
addition, the discount store chain Aldi was also included in the investigation.

A survey among 631 Danish consumers was performed in order to
examine the research proposition. 1500 households were contacted, resulting
in a response rate of 42%. The questionnaires were distributed to the
respondents by use of the ‘drop-off-call-back’ method (refer to e.g. Hair et
al., 1998). 58 graduate marketing or business students were recruited and
trained to serve as data collectors. The training included instructions on how
the students were to engage respondents and collect data from them. In order
to draw a near balanced proportion of Danish consumers stratified random
sampling was used. The students were given instructions as to which area
they were to collect data from and were also provided with a signed letter
briefly introducing the purpose of the study to the respondents. In addition,
students were provided with identity papers. The respondents were
approached in their home between 5 p.m. and 8 p.m. If a respondent agreed
to participate in the study, the student made an appointment to return for the
completed questionnaire (for example one hour later or the next day). The
student made sure that the questionnaire had been correctly completed and
provided answers to questions, comments, etc. All respondents were
promised full confidentiality. When a household consisted of more than one
person, the person most often responsible for doing the grocery shopping
was chosen as the respondent. For each retail chain, only those respondents
who reported that that they were familiar with a particular retail chain and
that they use it for grocery shopping at least once in a while, were included
in the analyses.

In measuring quality, store atmosphere and price level we choose to
follow the suggestions put forward by Hildebrandt (1988) who found that
the applied measures confirm both convergent and discriminant validity.
Following Hildebrandt, quality, atmosphere and price level was measured by
obtaining the respondents response to the following statements: Quality: (1)
this [retail store chain] offers good quality grocery products; (2) this [retail
store chain] offers fresh grocery products. Atmosphere: (3) this [retail store
chain] has a good in-store atmosphere; (4) this [retail store chain] has a good
staff. Price level: (5) this [retail store chain] offers low prices; (6) this [retail
store chain] has good special offers. In line with these measurements
assortment was measured by the statements: (7) this [retail store chain]
offers a wide selection of grocery products; and (8) this [retail store chain]
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has frequently new products. All items were measured by a 7-point Likert
scale. Distance has been measured in a number of ways in various studies.
Often, distance has been measured as the physical distance from a subject’s
residence to an outlet location (e.g., McCarthy, 1980; Hortman et al., 1990).
Others (e.g., Cadwallader, 1975; Marjanen, 1997) have used cognitive
distance (perceptual distance) as an indicator of distance in combination with
other indicators. Still others have considered travelling time and cost
distance as important ways of measuring distance (e.g., Saviranta, 1976;
Marjanen, 1997). In our study we used the following two measures of
distance: (9) What is the typical time distance from your private residence to
the [retail store chain] you visit most often? The end-points of the 5-point
scale were ‘less than 5 minutes’ and ‘more than 45 minutes’, respectively.
(10) What is the physical distance from your private residence to the [retail
store chain] you visit most often? The end-points of the 7-point scale were
‘less than 250 meters’ and ‘more than 10 kilometers’, respectively.

5. RESULTS

The model in Figure 1 was translated into a LISREL model consisting of
a measurement part (confirmatory factor analysis) and a structural equation
part (simultaneous linear regression). The relationships between the
variables were estimated by maximum likelihood estimation.

The results of the measurement model, including the standardized factor
loadings, construct reliabilities, and proportion of extracted variance, are
displayed in Table 1. All factor loadings were significant (p<0.01) which
demonstrate that the chosen generic questions for each latent variable reflect
a single underlying construct. The reliabilities and variance extracted for
each latent variable indicate that the measurement model was reliable and
valid. In 44 out of 48 cases construct reliabilities exceed 0.6 (Bagozzi and
Yi, 1988). Variance extracted estimates were all above 0.4 with the
exception of two cases. The reliabilities and variance were computed using
indicator standardized loadings and measurement errors (Hair et al., 1998;
Shim et al., 2001).

Relationships were estimated for eight retailers, including three
conventional supermarkets, two warehouses, and three discount stores
(Table 2). For each retailer two structural equation models were estimated.
Model 1 (M1): store choice measured as ‘budget share’; Model 2 (M2): store
choice measured as ‘frequency’.
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This means that a total of 16 models were estimated. The results of the
structural equation modeling revealed that the for all the estimated models
had a p-value <0.01 indicating that the models fail to fit in an absolute sense.
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However, several writers (e.g. Hair et al., 1998) recommend that the
measure should be complemented with other goodness-of-fit measures.

The values of the goodness of fit index (GFI) were all which
indicate a good absolute model fit (Bollen and Long, 1993). The values of
the adjusted goodness of fit index (AGFI) were in most cases >0.9 and the
Bentler and Bonett normed fit index (NFI) showed values >0.9. These values
suggest an acceptable improvement of fit over the null model (Drôge, 1989).
In addition, the values of the comparative fit index (CFI) were all >0.9. To
conclude, acceptable support is provided for the models as proposed.

As can be seen from Table 2 the primary predicting elements of store
choice behavior for conventional supermarkets and warehouses were service
output and distance. For discount stores the predicting elements include
service output, distance as well as price. Except for three cases (retailer1,
M2; retailer6, M2; and retailer8, M2), service output had large direct
significant effects on store choice behavior. This holds true both when store
choice behavior was measured as budget share (M1) and when store choice
behavior was measured as frequency (M2). The results also indicate, that our
research proposition is supported in the survey. Although distance showed
negative effects on store choice behavior when measured as budget share
(M1), the negative effects on store choice behavior when measured as
frequency (M2) were remarkably larger. We can observe this result for all
three categories of retailers, and for all the investigated retail chains. Hence,
the results suggest that the significance of distance in explaining consumer
store choice behavior is moderated by the actual measurement of store
choice behavior. When store choice behavior is measured as ‘frequency’ the
negative effect of distance on store choice behavior is larger than when store
choice behavior is measured as ‘budget share’.

6. DISCUSSION

The results obtained in this study confirm what has been detected in
many studies: distance seems to have a negative effect on consumer store
choice behavior. The implication of the present study is, however, that
researchers should carefully consider the measurement of store choice
behavior when carrying out empirical research involving the concept of
distance. The results suggest, that the observed effect of distance on store
choice behavior will be influenced by the measurement of store choice
behavior. Thus, for all the considered retail chains, the negative effect of
distance on store choice behavior when measured as frequency was larger
than the negative effect on store choice behavior when measured as budget
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share. These results have also direct implications for retail managers. In
determining the ‘right location’ for a retail store one may argue, that retail
managers should seek the location that offers the highest potential return on
investment (refer to Marjanen, 1997). In finding such a location, it is
essential that the strategic purpose of the new store is considered. If the
strategic purpose is to generate traffic and to attract consumers on a
frequently basis, the retail manager should be seriously concerned about the
distance to the most wanted customers and may thus consider an in-town
location (Guy, 1994). Otherwise, if the strategic purpose is to attract
consumers conducting extensive grocery shopping, the retail manager may
consider locations in out of town areas. However, in determining the right
location a number of other aspects need also to be taken into consideration.
For example, it is probably more costly for a low quality retailer (e.g. a
discount store) than for a high quality retailer (e.g. an up-scale conventional
supermarket) to locate near its rivals (Vettas, 1999). A low quality retailer
may prefer to move away in competitive space in an effort to reduce price
competition. In contrast, a retailer which posses a large quality advantage
may seek to enjoy this advantage by moving closer to its rivals (Vettas,
1999). Also, the high quality retailer may wish to provide information to
consumers that help them to compare the quality of the products offered by
competitive retailers. This may further help consumers to evaluate the
offered value and, at the same time, it may urge consumers to put less weight
on price when making assessments of value (refer to Lynch & Ariely, 2000).
In incidents, where consumers are faced with high uncertainty when making
judgments of the quality of the offered products, a retailer’s location can be
used by consumers as a signal of quality (Richardson et al., 1994; Vettas,
1999). However, a low quality retailer seeking to exploit this opportunity
face the risk of disappointing the consumers, which may prevent them from
repeat shopping in that particular store.

An emerging competitive threat to nearly all retailing segments is the
Internet (Rigby, 1998; Sheth et al., 2001). With a very few exceptions
Danish grocery retailers have not yet on any significant scale gone into
internet trading because for most retailers, there is not yet a profitable format
for using the internet. However, Internet trading could certainly be expected
to intensify future retail competition and to influence retail location
planning. According to The Economist (1995), “the death of distance as a
determinant of the cost of communications will probably be the single most
important economic force shaping society... it will alter, in ways that are
only imaginable, decisions about were people live and work; concepts of
national borders; patterns of international trade” (p. 39).

This research is limited in that it does not consider a wide range of
factors, which potentially may affect consumer store choice behavior. Thus,
we do not propose that we have ‘fully explained’ consumer store choice
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behavior. At the same time, such an explanation has not been the purpose of
the present study. Instead, emphasis has been put on the significance of
distance in combination with different measurements of store choice
behavior. In addressing this problem setting, future research may wish to
combine other predicting variables of store choice behavior (e.g., perceived
hedonic and utilitarian shopping value, accessibility of the stores, etc.) with
distance. Also, potentially moderating variables like available modes of
transportation, income, age and other socioeconomic factors, and
psychological factors as e.g. attitudes and interests may be taken into
account.

7. CONCLUSION

This study addressed the influence of distance on store choice behavior
when store choice behavior was measured in different ways. On the basis of
a structural equation model involving service output, price and distance it
was found that the negative effect of distance on store choice behavior was
remarkably larger when store choice behavior was measured as ‘frequency’
than when store choice behavior was measured as ‘budget share’. This result
was consistent across all the investigated categories of retailers, i.e.,
conventional supermarkets, warehouses and discount stores.
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Chapter 6

INTERTYPE COMPETITION*

specialty food stores competing with supermarkets

1. INTRODUCTION

The development of competitive advantage is one of the main challenges
which food stores is facing. In fact, retailing in general has been regarded as
one of the most dynamic and competitive areas of business organization
(Collins, 1992; Leszczyc et al., 2000). While food is essential to life
consumers cannot consume unlimited amounts of food. Facing a near-
saturated market, being the case in most Western countries, retailers seek to
find ways to differentiate themselves from other retailers and thereby
creating preference, or even loyalty, towards their own outlets. In short,
retailers are aiming for competitive advantages. A competitive advantage
can be defined as “a unique position which a firm develops vis-á-vis its
competitors through its patterns of resource deployments and/or scope of
decisions” (Hofer & Schendel, 1978, p. 25). A retailer obtains a competitive
advantage by offering consumers a considerable ‘service-output’ at a given
cost, as compared to competing retailers. Two types of competitive
interaction among retailers are most commonly identified (Ingene, 1983;
Miller, 1999; Levy and Weitz, 2001): (1) Intratype competition, which refers
to competition between the same type of outlets (e.g., a specialty food store
competing with another specialty food store). (2) Intertype competition,
which refers to competition between different types of outlets (e.g., a

* Reprinted from Journal of Retailing and Consumer Services, Vol. 10, Hansen, Torben,
Intertype competition: specialty food stores competing with supermarkets, pp. 35-49,
Copyright (2003), with permission from Elsevier Science.
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specialty food store competing with a supermarket). This paper deals with
the second type of competition. The purpose of the paper is to investigate
how specialty food stores compete with supermarkets. Towards this end, we
consider the following problem areas: Are there correspondence between the
importance assigned by specialty food store managers and consumers to
various store choice factors (Baker and Hart, 1989; Hildebrandt, 1988); what
are managers’ intended image of specialty food stores and what is the image
as perceived by consumers; and how competitive are specialty food stores in
future intertype competition with supermarkets?

The purpose of this study is approached from both a specialty food store-
oriented perspective and a consumer-oriented perspective: The total service-
output of a specialty food store would include factors such as the location of
the shop, information about the shop and its products, assortment,
customization of products, product quality, etc. None of these, or other
factors, should be excluded beforehand as having potential for gaining
‘competitive advantages’. The competitiveness of specialty food stores when
participating in intertype competition with supermarkets can therefore be
regarded as an abstract concept, which in itself does not provide much
information about the critical success factors of specialty food stores.
Instead, a distillation of the concept has to be made in order to provide more
specific information about the factors which specialty food stores consider as
being important for their competitiveness. However, whether the perceived
critical success factors of specialty food store managers are sufficient for
competing in the food market depends highly on the importance attached by
consumers to these critical factors when choosing among different types of
food-outlets. In consequence of these considerations, two quantitative
studies were conducted. The first study elicits specialty food store managers’
opinions of their critical success factors and of their estimated future
competiveness when competing with supermarkets. This study encompasses
four types of specialty food stores. The second study elicits consumers’
assessments of the most important store choice factors when deciding
whether to choose a specialty food store or a supermarket.

This paper takes its point of departure in Danish retailing. The historical
development in Danish retailing has in general terms been close to the
historical development in the rest of the Western countries. Like in most
other Western countries there has been a decrease in the number of food
outlets complemented by a larger geographical and economical
concentration of retailers. The results obtained in this study might therefore
also be of interest to retailers and academics in other Western countries. This
paper is organized as follows: In section 2, a review of the present intertype
competitive position of specialty food stores is conducted. Also, an overview
of the Danish food retail structure is provided. In section 3, four research
questions are established, as is the methodology used. The results of the two
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empirical studies are presented in section 4. Section 5 discusses the
implications of the obtained results and provides suggestions for further
research. In section 6 some concluding remarks are proposed.

2. THE COMPETITIVE CONTEXT

According to Porter (1979, p. 215) “an industry can...be viewed as
composed of clusters or groups of firms, where each group consists of firms
following similar strategies in terms of key decision variables...I define such
groups as strategic groups” . The Danish retail food market can be divided
into six strategic groups each offering a unique mix of price, service, and
products. Three of these strategic groups - warehouses, discount
supermarkets, and conventional supermarkets - compete for the major
shopping trips of consumers and can together be labeled the ‘supermarket
market’ (see Marion, 1998). Other three strategic groups - minimarkets,
specialty food stores, and kiosks - compete for fill-in or specialty shopping.
These three groups can together be labeled the ‘fill-in market’ (see Marion,
1998). Although the supermarket market and the fill-in market represent two
different ways of distributing food to consumers they both compete for the
consumers’ food money. In this paper the widest possible definition of a
‘supermarket’ is used covering the ‘supermarket market’. With regards to
the fill-in market this paper is focusing on specialty food stores only. A
specialty store is usually defined as “a small or medium-sized establishment
or boutique handling limited lines of goods” (Stern & El-Ansary, 1988, p.
42).

2.1 The Danish supermarket market and specialty food
stores

Various formats constitute the supermarket market in Denmark, namely
discount stores, warehouses (i.e. hypermarkets and combination stores), and
conventional supermarkets (including up-scale supermarkets). Two large
supermarket groups, Dansk Supermarked and FDB, dominate the Danish
supermarket market having a total marketshare of 68% (2000). The
corporate retail chain Dansk Supermarked (marketshare 25%) is owned by
Dansk Supermarked Ltd. whereas FDB (marketshare 43%) is a consumer
co-op. The Danish independents hold together a marketshare of 28%. 55%
of the independents are joined in wholesale-sponsered voluntary cooperative
groups whereas 32% are joined in retail-sponsered cooperatives (refer to
Levy & Weitz, 2001). Aldi, the German discount store chain, holds a
marketshare of 4% of the supermarket market.
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Dansk Supermarked comprises the discount store chain Netto
(marketshare 10%), the hypermarket chain Bilka (marketshare 5%), and the
combination store chain Føtex (marketshare 10%). FDB comprises the
discount store chain Fakta (marketshare 7%), the hypermarket chain OBS
(marketshare 3%), the combination store chain Kvickly (marketshare 9%),
the conventional supermarket chains SuperBrugsen (marketshare 16%) and
Dagli’Brugsen (marketshare 5%), and the up-scale chain Irma (marketshare
2%). The Danish independents comprise conventional supermarkets (total
marketshare 22%), discount supermarkets (total marketshare of 4%) and
others (total marketshare 2%). In general, Danish specialty food stores can
be characterized as owner managed independents, since cooperation and
integration among these stores is almost absent (MBI, 2000; Stockmann,
2000). There are a total of 5700 (2000) specialty food stores in Denmark,
which together hold a marketshare of 45% of the fill-in food market and
about 12% of the total food market.

2.2 The changing Danish food retail structure

The retail structure in Denmark, as well as in other Western countries,
has undergone some remarkable changes over the last couple of decades.
Since 1970 the number of specialty food stores in Denmark has declined
dramatically (Table 1).

Also, the total number of food retailers in the Danish marketplace has
been declining over the last couple of decades. In the period from 1982 to
1992 the number of grocery retailers in Europe has been reduced by 17%. In
comparison, the number of grocery retailers in Denmark has been reduced
by 37% in the period from 1982 to 1992, which is a much larger reduction
(Larsen, 1996). In the more extensive period from 1970 to 2000 the number
of supermarkets has been reduced by 65% and in the same period the
number of specialty food stores has been reduced by 73%. Also a number of
others factors are relevant to emphasize.
1. The number of supermarket square meters has in the period from 1975 to

2000 grown by more than 95%.
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There has been an increase in the economic concentration among the
supermarkets. In 1988 the two largest Danish supermarket groups, FDB
and Dansk Supermarked, had together a marketshare of 49% of the
supermarket market. In 2000 their total marketshare has increased to
68%. Also the geographic concentration has increased remarkable during
the last decades. Many small grocery stores have withdrawn from the
marketplace, first of all due to a lack of ability to compete on low costs
and assortment (MBI, 2000). However, in spite of this the density of
grocery stores is still among the highest in Northern Europe, which
leaves potential room for further integration and economic
rationalization.
In the period 1990 to 2000 total Danish private consumption has grown
by 27%. However, in the same period, total Danish consumption of
grocery has only grown by 7% which implies a much smaller market
growth compared to the growth of branches like tourism, entertainment,
transportation etc., which each has grown by well over 20%.
In 1980 there were only 16 discount supermarkets present in the Danish
marketplace. In 2001 this number has gone up to 855.
An emerging competitive threat to nearly all retailing segments is the
Internet (Rigby, 1998; Sheth et al., 2001). With a very few exceptions
Danish grocery retailers have not yet on any significant scale gone into
internet trading because for most retailers, there is not yet a profitable
format for using the internet. However, Internet trading could certainly
be expected to intensify future retail competition.

2.

3.

4.

5.

2.3 The intertype competitiveness of specialty food
stores

The declining number of specialty food stores does not in itself say
anything about the relative competitiveness of the stores since the number of
supermarkets has been declining almost as dramatically (see Table 2).
Therefore, a more accurate measure of the relative competitive strength has
to be applied. In a study of restaurants versus grocery stores Ingene (1983)
suggests that the proportion of restaurant sales is indicative of the relative,
competitive strength of restaurants. Following Ingene, a measure of intertype
competition can be calculated as the proportion of supermarket plus
specialty food store sales accounted for by specialty food stores alone. The
results of applying this measure are also displayed in Table 2. From Table 2
it can be seen that the proportion of total food sales accounted for by
specialty food stores has decreased by almost 68% since 1970 (from 42.9%
to 13.8%). This indicates that the relative, competitive strength of specialty
food stores has been declining substantially over the years. The same picture
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appears when the per specialty food store proportion of food sales is
calculated. This proportion has declined to an almost similar degree (by
64%).

However, it will also be noted from Table 2 that the gross profit ratio
originated in food sales has slightly increased since 1980 for both
supermarkets (+19%) and specialty food stores (+14%). This indicates that
the remaining specialty food stores are performing quite well and that they,
so far, have been able to adapt themselves to the remarkable changes in the
Danish food retailing structure. As emphasized in the introduction, the
question is, however, whether this tendency will be continued in future
retailing or whether the numbers of specialty food stores will still be
declining.

2.4 Summary

The changes that over the last couple of decades have taken place in the
Danish food retail structure may be summarized as follows:

A dramatic closure of specialty food stores

A dramatic decrease in the marketshare obtained by specialty food
stores in the Danish retail food market

A steady rise in the average store size
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A successful introduction of discount supermarkets

A higher concentration level

Both supermarkets and specialty food stores have managed to increase
their gross profit ratio.

3. RESEARCH QUESTIONS AND METHODOLOGY

3.1 Research questions

Based on the results from the previous section and a literature review of
retail competition factors and retail store patronage, four research questions
(RQ’s) are established in the following:

Specialty food store managers’ evaluation of critical success factors
(RQ1): In general, the term ‘success factor’ is taken for “key variables that
are empirically related to an indicator of performance (e.g., return on
investment, return on assets)” (Hildebrandt, 1988, p. 92). Rockart (1979)
argues that critical success factors are those factors, which may result in
successful competitive performance for an organization. Urbany et al. (2000)
state that retail grocery executives apply promotion activities for the primary
effect of “stealing traffic from competitors’ stores” (p. 243). Arnold et al.
(1996) found that “retailer action on attributes such as price, value for
money, locational convenience, etc., determines store choice” (p. 237).
Making priorities to different combinations of store factors may therefore
have a direct influence on store performance (refer to Wilcox &
O’Callaghan, 2001) and competitiveness. The process of making priorities
must reflect and respond to changes in retail structure and must take into
account possible changes in consumers preference structures (Arnold et al.,
1998). Thus, specialty food store managers should continuously monitor
their critical success factors in order to make necessary adjustments if
needed:

RQ1: Which factors are considered by specialty food store managers to
be the most critical when participating in intertype competition with
supermarkets?

The importance assigned by consumers to store choice factors (RQ2): In
the store patronage literature (e.g. Arnold et al., 1998; Sirgy et al., 2000) it is
suggested that consumers decide on a number of store factors among which
some of them may be determinant in the patronage decision. In this
connection, it is a vital step for being competitive that specialty food store
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managers’ and consumers’ assigned importance to the store factors
correspond. An inconsistency between specialty food stores and consumers
on this matter could easily lead to the two parties ‘passing each other by’ in
the marketplace. For example, it will hardly have any competitive effect for
a food store to try to improve its ‘in-store cleaning’ if consumers do not
assign importance to that factor. Research has observed that managers often
misestimate consumer preference for both price and nonprice product or
service factors. In a study of 92 store managers and 422 consumers Urbany
et al. (2000) found that managers tend to overestimate aggregate price
comparison behavior and cross-store shopping. Additionally, it was found
that managers simultaneously underestimate consumer newspaper
readership, in-store search for specials, and stockpilling. In another (however
limited) study of 12 executives Urbany et al. (1991) found that retail grocery
executives substantially overestimate price promotion response when
compared to consumers’ self-reports. Based on several in-depth interviews
with managers and focus group interviews with consumers Parasuraman et
al. (1985) argue that “executives may not always understand what features a
service must have in order to meet consumer needs” (p. 44). Such evidence
suggests, that insight into consumers’ assigned importance to various store
choice factors should be achieved:

RQ2: Which factors are considered by consumers to be the most critical
when deciding whether to choose a specialty food store instead of a
supermarket? Do these factors correspond to specialty food store
managers’ evaluation of critical success factors?

Consumers’ perception of specialty food store image (RQ3): Consumers
are frequently faced with judging the quality of food, when determining
what brand to buy, in what amount. Many food products are, however,
extremely complex and the consumer may neither have the time nor the
motivation to engage in comparative evaluations of brands prior to purchase.
Moreover, it may be difficult for consumers to assess the importance of
various quality-aspects in relation to each other and in relation to
requirements rooted in the intended use of the product (SOU, 1994;
Steenkamp, 1989). Therefore consumers are often faced with uncertainty
when making judgments of the quality of food products. According to Bell
(1999) consumers who face difficulties in evaluating a product or a store
may use their perceptions of store image as a proxy for the quality of the
goods provided. Store image is based upon the consumers’ perception of a
number of salient store factors (refer to Hildebrandt, 1988) e.g. high service
level, friendly workers, and fair prices. Considerable research has been
devoted to the conceptual and empirical aspects of store image and its role in
explaining store patronage behavior. Martineau (1958) suggested as one of



the first that a store’s image influences shopping behavior. Hildebrandt
(1988) found a slightly negative effect of low-price image on consumer
budget spending in specialty food stores. Arnold et al. (1996) found that if a
retailer is being identified as having a ‘strong community reputation’ it may
not only affect store choice but also moderate the effect of other factors like
e.g. price. In a study of shopping center image and consumer choice
behavior Finn and Louviere (1996) report that two image items (‘wide
selection’ and ‘low prices’) accounted for 86% of the variance in share of
choice. In a recent study of image and consumer attraction to interurban
retail areas Bell (1999) found significant relationships between ‘quality and
range of products and stores’, ‘visual amenity’ and consumers’ willingness
to patronize a retail area. Based on the discussion above, an analysis of the
intertype competitiveness of specialty food stores should also address the
following question:
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RQ3: What is the image of specialty food stores as perceived by
consumers, and does this image correspond to specialty food store
managers’ intended store image?

Future intertype competitiveness of specialty food stores (RQ4): The
research questions established so far only represent an evaluation of the
present situation and do not say much about the future intertype
competitiveness of specialty food stores. Thus, a complementary research
question is formulated:

RQ4: What is the estimated future intertype competitiveness of specialty
food stores?

3.2 Data collection and setting

Two surveys were performed in order to provide answers to the research
questions. Study 1 consists of 161 respondents (specialty food store
managers) from all regions of Denmark. Nine hundred and sixty survey
questionnaires were mailed out for this mail survey study resulting in a
response rate of 16.8%. Stratified random sampling was utilized in order to
draw a near balanced proportion of stores in accordance with their respective
population. Specifically, 26% of the sample was drawn among greengrocer’s
shops, 20% among butcher’s shops, 43% among baker’s shops, and the
remaining 10% among cheese-shops. The respondents were promised
complete confidentiality and were instructed to return the questionnaires to
the university where this study was conducted. A self-addressed stamped
return envelope was provided. Study 2 consists of 631 Danish consumers.



1500 households were contacted resulting in a response rate of 42%. The
questionnaires were distributed to the respondents by use of the ‘drop-off-
call-back’ method (refer to e.g. Hair et al., 2000). 58 graduate marketing or
business students were recruited and trained to serve as data collectors in
study 2. The training included instructions to the students on how they were
to engage respondents and collect data from them. In order to draw a near
balanced proportion of Danish consumers stratified random sampling was
utilized. The students were given instructions on in which area they were to
collect data and were also provided with a signed letter, which briefly
introduced the purpose of the study to the respondents. In addition, students
were provided with identity papers. The respondents were approached at
their home in the period from 5 p.m. to 8 p.m. If a respondent agreed to
participate the student made an appointment on when to return for the
completed questionnaire (for example one hour later or the next day). The
student made sure that the questionnaire was correctly completed and gave
answers to questions, comments, etc. All respondents were promised
complete confidentiality. When a household consisted of more than one
person the person most often responsible for doing the food-shopping was
chosen as the respondent.

It was very important that the theoretical concepts used in study 1 and 2
(e.g., success factors, choice factors, and competitiveness) and their
implementation was in agreement. It was also of great importance that these
implementations were perceived by the respondents as deliberate. The
following procedures were used in order to ensure this (Bagozzi, 1994): (1)
A preliminary first draft was prepared. (2) The draft was subsequently
assessed by four researchers competent in retail competitiveness and store
patronize behavior. The draft was also assessed by five non-experts. This
step resulted in a number of adjustments. (3) Following these adjustments,
the questions were shown to two more experts and three non-experts. This
step resulted in minor corrections only. (4) Finally a pre-test was carried out
(five experts and five non-experts). This test did only result in a very few
further adjustments of the measurements used.
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3.3 Measurements

The opinion of specialty food store managers concerning their critical
success factors were measured in study 1. A 7-point semantic scale with
end-points ‘not very important’ and ‘very important’ for competing with
supermarkets was applied. Specialty food store managers were asked to
assign their perceived importance towards 29 competition factors. The
selection of the factors was made on basis of a comprehensive review of the
existing literature concerning competition and specialty food stores as well



as consumer store choice behavior (e.g., Hise et al., 1983; Mazursky and
Jacoby, 1986; Hildebrandt, 1988; Arnold et al., 1998; Bell, 1999).

The importance assigned by consumers to store choice factors was
measured in study 2. A 7-point semantic scale with end-points ‘not very
important’ and ‘very important’ for choosing a specialty food store instead
of a supermarket was applied. Consumers were asked to assign their
perceived importance towards 25 store choice factors. Naturally, most of the
store choice factors were identical with the competition factors. However,
some of the competition factors (competence of management, reliability of
supplier delivery, good atmosphere among workers, customer loyalty, and
discounts from suppliers) were internal factors (Bamberger, 1989), which
cannot be perceived by consumers. Only specialty food store managers have
therefore been asked to evaluate the importance of these factors. Similar,
some consumers may choose a specialty food store when shopping for a
‘special occasion’. But consumers’ ‘special occasions’ are not among those
factors, which can be directly manipulated by specialty food store managers.
Thus, only consumers have been asked to evaluate the importance of this
factor.

For the purpose of measuring consumers’ perceived image of specialty
food stores the 25 store choice factors measured in study 2 were reduced into
a fewer dimensions by the use of principal-component analysis. The
dimensions where then included as independent variables in a multiple
regression analysis with ‘shopping frequency’ as the dependent variable. A
more thoroughly explanation of this measurement method is provided in
paragraph 4.3.

Future intertype competitiveness was measured in study 1 by three
different measurements: Measurement 1 measured specialty store manager’s
response to the following statement: “Compared to the competitiveness of
the nearest supermarket, how would you describe your overall future level of
competitiveness?” Measurement 1 was measured on a 7-point semantic scale
with end-points ‘much worser’ and ‘much better’ respectively. In
measurement 2 the level of perceived competitiveness was measured by a
two-item scale. The first item measured the manager’s response to the
following statement: “Compared to the ability of the nearest supermarket,
how would you describe your ability to attract new customers?” The second
item measured the manager’s response to the statement: “Compared to the
ability of the nearest supermarket, how would you describe your ability to
hold on to existing customers?” Both items were measured on a 7-point
semantic scale with end-points ‘much worser’ and ‘much better’
respectively. A third measurement of future perceived competitiveness was
obtained by applying the formula:
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where i is the competition factor, j the specialty store, k the specialty
store manager, B the specialty store manager k’s belief regarding the extent
to which specialty store j possesses competition factor i, I the importance
weight given to future competition factor i by specialty store manager k.

In this formula competitiveness is based on the summed set of beliefs
held by specialty store manager k that specialty store j possesses competition
factor i multiplied by the importance given to future competition factor i by
specialty store manager k.

Table 3 displays two set of factors: (a) the importance given by specialty
food store managers to a number of intertype competition factors; (b) the
importance given by consumers to a number of store choice factors. In this
paragraph only the factors in column (a) are examined.

As can be seen from Table 3 specialty store managers rate high product
quality (scored 6.92 on the applied 7-point scale) and freshness of products
(scored 6.91) as the two most important factors for competing with
supermarkets. According to specialty food store managers a good reputation
is not achieved by applying direct mail (scored 2.90, ranked 28) or
advertising in newspapers or magazines (scored 3.32, ranked 25). This
indicates, that mainly word-of-mouth communication is perceived by
managers as important for gaining a good reputation.

This result is consistent with other previous studies (e.g., Engel et al.,
1969; Myers & Robertson, 1972) which show that advertising is probably
more effective at creating awareness and at reinforcing existing preferences
than at creating new ones (e.g., Solomon et al., 1999; Martilla, 1971). One of
the strength of a supermarket is that it offers a wide variety of different food
categories. But by offering all these categories it is difficult to have a great
depth of assortment within every product category.
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4. RESULTS

4.1 Research question 1: Specialty food store managers’
evaluation of critical success factors
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From these points of view, it is surprising that specialty food store
managers assign a relatively low priority to the ‘assortment-factor’ (scored
5.49, ranked 17) when designing their serviceoutput. Furthermore, it is
difficult for supermarkets to posses specialized expertise in all the
categories. The ability to provide specialized expertise is also one of the
great advantages which specialty food stores traditionally enjoy over
supermarkets (Levy & Weitz, 2001). According to the results displayed in
Table 3 this factor seems still to be of importance. Specialty store managers
attribute a high importance to the factor ‘competence of workers’ (6.54,
ranked 8) when competing with supermarkets.



In Table 3 a distinction can be made between the factors concerning the
internal characteristics of specialty stores and the factors concerning the
external characteristics of specialty stores (Bamberger, 1989). The factors
concerning the internal characteristics include competence of management
(score 6.41, ranked 9), reliability of supplier delivery (score 6.40, ranked
10), good atmosphere among workers (score 6.38, ranked 11), and ability to
get discounts from suppliers (5.28, ranked 20). Although these factors are
not being directly exposed to customers they are nevertheless linked to the
rest of the factors in Table 3, i.e. the external characteristics of the store.
Specialty store managers can hardly obtain the desired level of the external
characteristics without a certain level of the internal characteristics, and
probably vice versa. As an example, it might be difficult to provide fresh
products without having reliable suppliers. The results indicate that specialty
store managers are aware of this way of reasoning since three out of four
factors concerning the internal characteristics of specialty stores get a fairly
high score/rank. Since ‘low price’ (scored 3.25, ranked 26) is not considered
to be an important factor it is not surprising that the ability to get ‘discounts
from suppliers’ (scored 5.28, ranked 20) gets the lowest score/rank of the
four factors concerning the internal characteristics.

The evaluation of critical success factors may be influenced by the type
of specialty food store in question. It is therefore interesting to look at the
success factors when they are distributed over the four types of specialty
food stores. The results of the applied ANOVA are presented in Table 4. The
letters in parentheses indicate significant differences in the importance the
stores attribute to the different factors.

A glance at Table 4 indicates that some differences exist between the
four types of specialty food stores. Cheese-shops tend to place more weight
on taste tests and low prices and less weight on high product quality and
competence of workers. Baker’s shops place more weight on a good in-store
design whereas butcher’s shops tend to place more weight on convenience
food. Greengrocers assign a relatively low weight to in-store cleaning and
competence of management. In general, specialty food store managers are,
however, in agreement on most of the important factors (e.g. freshness of
products, a good reputation, friendly workers, and a high service level). For
these factors specialty food store managers are either in total agreement or in
just minor disagreement.
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In general, consumers’ assigned importance to store choice factors
correspond to store managers’ evaluation of critical success factors (Table
3). A calculation of Spearman’s rank correlation coefficient showed 0.82
indicating a rather high increasing relationship (similarity) between the two
set of ranks. Only the factors included in both (a) and (b) were used in the
calculation. The factors were therefore re-ranked before the calculation of
the coefficient was carried out.
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4.2 Research question 2: The importance assigned by
consumers to store choice factors



On average, consumers agree with managers that the two most important
factors are high product quality (scored 6.11, ranked 2) and freshness of
products (scored 6.14, ranked 1). Similar, low prices get a fairly low score
by consumers (scored 4.17, ranked 17) indicating that both specialty food
store managers and consumers do not view specialty food stores as ‘discount
stores’. There seems, however, to be a ‘gap’ between specialty store
managers and consumers regarding the relative importance of assortment.
While consumers rank this factor as number three (scored 5.65) specialty
food store managers only rank the factor as number seventeen. Although
there is an increasing demand for convenience food in the Danish
marketplace (Munch, 2000) consumers do not claim that specialty food
stores should add more convenience food (scored 2.15, ranked 24) to their
assortment. It also seems that consumers do not consider specialty food
stores as suppliers of ‘product ecology’ (scored 3.93, ranked 18). However,
consumers do appreciate the ability of getting ‘customized products’ (scored
5.24, ranked 9). Also, consumers tend to be more likely to consider a
specialty food store when they are shopping for a ‘special occasion’ (scored
5.52, ranked 7).

Recent research (Beatty et al., 1996; Reynolds & Arnold, 2000) suggests
that interpersonal relationships between consumers and individual
salespersons are related to store loyalty particular in those retail contexts
where consumers prefer personalized service (e.g. specialty wine outlets;
Macintosh & Lockshin, 1997). Relational selling behavior has also been
found to affect perceived service quality, satisfaction, and purchase
intentions (Crosby et al., 1990). In addition, Reynolds & Arnold (2000)
argue, “social relationships may prompt customers to be more understanding
when a service failure occurs” (p. 95). The results obtained in this study
support the importance and value of individual salespersons in consumer
store choice behavior. Consumers assign relatively high ranks to the factors
‘friendly workers’ (scored 5.47, ranked 8) and ‘competence of workers’
(scored 5.56, ranked 5).
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4.3 Research question 3: Consumers’ perceived image of
specialty food stores

In total, consumers were asked to weigh 25 factors on the applied 7-point
scale. It was investigated whether this relatively high number of factors
could be reduced by applying principal components analysis, which is
widely recognized as a method for datareduction (see e.g. Bagozzi, 1994).
Bartlett’s test of sphericity (p < 0.0001) and the Keyser-Meyer-Olkin
measure of sampling adequacy of 0.886 indicated that the correlation matrix
was appropriate for principal components analysis. The eigenvalue (>1)
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criterion and the screetest both suggested a four-component solution (Table
5).

The four dimensions were judgmentally labeled quality, low price,
convenience, and shopping easiness. For the purpose of addressing research
question 3, several aspects are now of interest.

1. Tables 3 and 4 show that specialty food store managers would like to
picture themselves as suppliers of fresh, quality products complemented
by a high and professional competence, among other factors. If this
picture corresponds to consumers’ overall perception of specialty food
stores it should be expected that the higher the weights assigned to these
factors (which are all included in dimension one, quality, refer to Table
5) by consumers, the more likely it is that consumers choose to shop in a
specialty food store.



Managers assign little importance to the factors favorable offers,
advertising in newspapers, low prices, and direct mail (refer to Tables 3
and 4). If this evaluation corresponds to consumers’ perception of
specialty food stores it should be expected that the higher the weights
assigned to these factors (which are all included in dimension two, low
price, refer to Table 5) by consumers, the less likely it is that consumers
choose to shop in a specialty food store.
Tables 3 and 4 display that specialty food stores assign relatively little
importance to factors like offering credit to consumers, direct mail,
convenience food, after sales service, and taste tests. Again, if this
evaluation corresponds to consumers’ perception of store image it should
be expected that the higher the weights assigned to these factors (which
are all included in dimension four, shopping easiness, refer to Table 5) by
consumers, the less likely it is that consumers choose to shop in a
specialty food store.
Dimension three, ‘convenience’, (refer to Table 5) has not been put
forward in the above review as this dimension consists mostly of
average-ranked factors. Thus, it was not possible to make a priori
suggestions of an either positive or negative effect of this dimension on
consumer patronizing behavior. The conclusions drawn from (1), (2), and
(3) may be moderated by a number of socioeconomic factors:
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Income: Tables 3 and 4 indicate that people do not visit specialty food
stores for the purpose of saving money. As per-household income rises, it
might therefore be anticipated to be more likely that the consumers choose a
specialty food store.

Age: Middle-aged and elderly people have been socialized with a
specialty food store on almost ‘every corner’ and might therefore view
specialty food store shopping as a more ‘natural behavior’ than do younger
people. Thus as age rises in the dataset there should be expected a tendency
to visit a specialty food store more often.

Amount spend on food: Because consumers do not visit specialty food
stores to save money, i.e. specialty food stores are probably more expensive
than supermarkets, there may be a tendency to visit a specialty food store
more often as the amount spend on food in the household rises.

Number of persons in household: As the number of persons in a
household rises, food could be expected to be bought in larger quantities,
which do not favor specialty food stores.

General shopping frequency: A high general shopping frequency reflects
most likely that a lot of time and effort is devoted to shopping. This could be
expected to favor specialty food store shopping which is relatively time-
consuming.

2.

3.

4.



Not surprisingly, several major correlations were detected between the
socioeconomic variables (e.g., between amount spend on food and size of
household, r=0.615, prob. <0.001; and between size of household and
income per year, r=0.446, prob. <0.001). A principal components analysis of
the socioeconomic variables was therefore employed to minimize
multicollinearity problems in the following analysis. Details of the principal
components analysis are contained in the appendix (Table 9). A note about
the dependent variable is also appropriate. It was considered to measure
consumers store choice behavior (the dependent variable) as the percentage
of total per-household food money spent in specialty food stores. However,
because this percentage was very small for most households (on average less
than five percent) this was given up due to lack of variation in the data.
Instead, shopping frequency was employed as the dependent variable.
Shopping frequency was measured by the consumer’s response to the
following statement: How often do you visit a specialty food store per
month? The statement was measured on a six-point scale with end-points
‘eight times or more’ and ‘less than one time’ respectively.

The results displayed in Table 6 show that the intended positioning of
specialty food stores as suppliers of high quality food products corresponds
to consumers’ perceived image of the stores. Consumers who put high
weight on quality are more likely to choose a specialty food store than are
other consumers. This tendency holds true both with and without the
socioeconomic variables although it is decreased a bit when the
socioeconomic variables are taken into account. Consumers who put high
priority on price are less likely to choose a specialty food store as compared
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to less price-sensitive consumers. This effect was, however, not significant
when the effect of the socioeconomic variables was accounted for, although
the negative sign of the regression coefficient is still maintained. Thus,
consumers tend to perceive specialty food stores as providers of high priced
high quality food products. Also, shopping easiness has negative coefficient
signs, i.e. consumers who regard shopping easiness as an important factor
tend to be less likely to choose a specialty food store. In total, only one of
the socioeconomic variables (numbers of persons in household) came out
with the predicted sign. Income and amount spent on food are both
positively related to the factor ‘household size’ which in turn is negatively
related to shopping frequency. One possible explanation is that specialty
food shopping is time consuming and that high incomes may be
complemented by strong limitations on the time available for shopping
purposes. Also surprisingly, the last two socioeconomic variables, age and
shopping frequency, had both negative, significant signs.
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4.4 Research question 4: Future intertype
competitiveness

Table 7 displays the results of the implementation of the three different
measurements of competitiveness. Measurement 1 and 2 show values, which
are significantly above the midpoint of each scale indicating that specialty
store managers evaluate their own level of intertype competitiveness as
being rather good. In measurement 3 only the total-value and the value
obtained from the Baker’s shops are significantly above the mid-point of the
scale used in measurement 3. In sum, 12 of the 15 obtained values indicate,
however, the presence of positive expectations towards future intertype
competition.

Table 8 presents the results obtained from regressing the dependent
variables (measurement 1, 2, and 3 respectively) on three characterizing
variables: sales per year, distance to nearest supermarket, and distance to
nearest specialty food store of the same type. As can be seen sales per year
seems, not surprisingly, to have a positive influence on perceived
competitiveness. Distance to nearest supermarket showed a significant
negative effect on measurement 3. This indicates that specialty food stores
might benefit from the presence of a supermarket in the same small local
area, probably because a supermarket attracts consumers – some of which
may choose to visit the specialty store also. The local presence of a specialty
food store of the same type does not show a similar effect, probably because
consumers seldom visit e.g. two baker’s shops in one shopping trip.



Specialty food stores have faced increased difficulties in competing with
large supermarkets, which are able to offer not only competitive prices but
also broad assortments and convenience. Being the case in many European
countries (EIU, 1995) major Danish chains have improved their fresh food
offerings in recent years and are now providing to a large degree what the
specialty food stores have long done (MBI, 2000). The successful
introduction of features such as in-store bakeries and fresh fish counters,
along with an increasingly extensive fresh fruit and vegetables offer (EIU,
1995), have inevitably made matters much more difficult for specialty food
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5. DISCUSSION

5.1 Implications



stores. In short, specialty food stores have lost considerable share to
supermarkets over the last decades. The results obtained in this paper
strongly suggest, that specialty food stores should avoid competing on low
costs with supermarkets. A struggle that specialty food stores nearly in
advance would be deemed to loose. Instead, the results point out that
freshness of products and high product quality should be given the highest
priority.

However, the results of this research also indicate the presence of a ‘gap’
between consumers and managers regarding the assortment factor: managers
assign a relatively low rank to the assortment factor whereas consumers
regard assortment as an important determinant for their store choice
behavior. This is unfortunate. Consumers could hereby become unsatisfied
(‘disconfirmed’) as their expectations (or wants) may be higher than their
perceptions of the delivered assortment (Neil et al., 2000; Szymanski &
Heard, 2001). Previous research suggests that dissatisfied consumers could
have a negative impact on ROI (Anderson et al., 1994); market share and
profit (Fornell, 1992; Homburg & Rudolph, 2001), customer loyalty
(Bearden & Teal, 1983; Kristensen et al., 2000), and overall firm
performance (Anderson & Sullivan, 1993). Thus, specialty food store
managers should adjust their in-store assortment in order to reduce the
‘assortment-gap’ and thereby reduce the risk that consumers become
dissatisfied. However, the results suggest that these adjustments do not need
to take into consideration the introduction of more convenience food or
product ecology to the stores.

The results also indicate a correspondence between managers’ intended
store image and consumers’ perceived store image. However, this does not
imply that food managers should not monitor their store image carefully.
Just like consumer preferences for various choice factors (Arnold et al.,
1998), store image is not a static concept (Bell, 1999).

This study supports previous research (refer to Reynolds & Arnold,
2000) showing the importance of qualified and service-minded salespersons
in building relationships to consumers. Indeed, evidence (Beatty et al., 1996)
even suggests that consumers may follow a particular salesperson to another
store with a corresponding merchandise should that salesperson changes
her/his place of work. Thus, it is important that specialty food store
salespersons receive continuous proper training in order to ensure
professional competence and the ability to reveal consumer needs and that
store managers foster an employee-friendly culture (Reynolds and Arnold,
2000).

The results also indicate, that consumers are more likely to choose a
specialty food store if they are shopping for a special occasion. In the
involvement literature (e.g. Antil, 1983; Ratchford, 1987) it is widely
acknowledged that consumers generally feel a higher degree of involvement
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when they are purchasing food to be used for a special occasion (e.g., a guest
situation) than when they are purchasing food to be used in a daily situation.
Involved consumers can be expected to be more willing to devote resources
(mental resources, time, and money) to the task they are going to perform
than less involved consumers (refer to Celsi & Olson, 1988; Petty et al.,
1983; Petty & Cacioppo, 1986). Thus, food store managers may have the
opportunity of providing selling information which will not simply be
neglected by consumers (Bettman, 1979; Petty & Cacioppo, 1986; Ceci &
Loftus, 1994). As an example, specialty food store managers or sales
personnel could refer to the potential negative health consequences of eating
mass-produced food, and/or the positive effects of eating high quality food
items.

5.2 Future research

As it is often the case in empirical research the results of this study rise
more questions than they answer. As it is emphasized in the following a
number of areas still need to be investigated in order to get a more
comprehensive picture of the possibilities available for specialty food stores
in order to improve their future intertype competitiveness. Foss & Knudsen
(2000) argue that the “dominant contemporary approach to the analysis of
sustained competitive advantage is the resource-based view” (p. 1).
Resource-based theory takes the internal resource of a firm as unit of
analysis in relation to the analysis of competitive advantages. It sees the
internal resources of a firm as a key to understanding how to develop
sustainable competitive advantages (e.g. Barney, 1991; Duncan et al., 1998).
The resource-based perspective suggests that improved insight into the
competitiveness of specialty food stores may be obtained by exploring the
importance of leadership competencies and other internal resources and
competencies like e.g. internal cost structure (Duncan et al., 1998).

According to Table 3 consumers and specialty food store managers seem
to agree upon the most important competition/choice factors (Spearman’s
rank correlation coefficient being 0.82). In spite of this agreement, specialty
food stores are still handing over marketshares to supermarkets (Table 2).
This somewhat conflicting situation calls for a more thorough research with
the purpose to uncover potential barriers, which might impede consumers
from actually shop in specialty food stores. Perhaps consumer time-
constraints (Munch, 2000) should be taken into account but also constraints
originated in switching barriers (Jones, 2000), mental barriers in breaking up
already established routines (e.g. Celsi & Olson, 1988; Howard & Sheth,
1969), and price barriers (Dodds et al., 1991; Chang & Wildt, 1994) may act
as important shopping barriers. In connection hereto, the creation of superior



product quality (Porter, 1980) or superior shopping value (Hazel, 1997;
Duncan et al., 1998) should be considered as potential useful instruments for
attracting consumers.

While specialty food stores have been reduced by numbers the remaining
stores have increased their gross profit ratio. Also, there is to a large degree
correspondence between the factors considered by specialty food store
managers to be the most important intertype competition factors and the
factors considered by consumers to be the most important for choosing a
specialty food store instead of a supermarket. Moreover, consumers’
perceived image of specialty food stores correspond to store managers’
intended store image. Finally, specialty food store managers show very
positive expectations towards future intertype competition with
supermarkets. Thus, the results of this study seem to indicate that the days of
specialty food stores are not over yet.

Anderson, E.W., Fornell, C., Lehmann, D.R., 1994. Customer satisfaction, market share, and
profitability: findings from Sweden, Journal of Marketing, Vol. 58, No. 3, pp. 53-66.
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6. CONCLUDING REMARKS

APPENDIX

Socioeconomic variables: Five socioeconomic variables were investigated: income, age,
amount spend on food, number of persons in household, and general shopping frequency.
Three factors were extracted from the data. They are shown in Table 9. Factor loadings in
excess of ± 0.2 are reported. As can be seen, all factors are reasonably pure and their labels
are obvious. These factors are the independent socioeconomic variables used as inputs in the
regression results reported in Table 6 in the text.
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EPILOGUE

Retailing and consumer store choice behavior constitute fascinating
research areas within the field of marketing. Retailing contributes to an
increasing proportion of gross national products and employment but is,
however, also faced with problems and opportunities like increased product
complexity, rapidly changing consumer expectations, and the introduction of
new technologies. Also, consumers are facing markets of increasingly
complexity when making decisions on how to conduct their behavior,
primarily as a result of new technologies, shorter products life cycles in
general, and higher complexity of products and services.

In this book, we have presented and dealt with various topics in relation
to retailing and consumer store choice behavior. Together, these topics
involve different problem settings and draw on different theories, models
and statistical techniques. However, it is common to all the results presented
in the preceding chapters (with the exception of chapter II) that they, in total
or in part, rest on a major survey, which was conducted by the authors in
2000. The details of the survey have been outlined in chapter I. Minor
descriptions of the survey design may also be found in the individual
chapters, which constitute the body of this book. We have chosen this
method of presentation to allow readers interested in just one or few of the
chapters to focus on these without having to read the introductory chapter or
other chapters.

The major purpose of the present book has not been to write a ‘textbook’.
Excellent textbooks covering the many facets of retailing and consumer store
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choice do already exist (e.g., Levy and Weitz, 2001). Instead, our main
purpose has been to provide an in-depth investigation and discussion of
some selected topics, which in our opinion are among the more interesting
and evolving contemporary topics within the field of retailing and consumer
store choice behavior. In this final chapter, we consider a number of
additional topics, which we believe will receive increasingly importance and
consideration by research and retail management. In relation to each topic
we provide suggestions for future research.

The increasingly shortened life cycle of many products, the increasing
internationalization and complexity as well as the emergence of the Internet
are all examples of conditions that have contributed to the fact that the
environment in which the consumer must plan and execute her/his behavior
has become increasingly complex. As noted by Bettman et al. (1998) one
approach to studying consumer decision making has been to assume a
rational decision maker with well-defined preferences. Another perspective,
the information perspective, emphasizes that consumers have limitations on
their capacity for processing information. These limitations include limited
working memory and limited computational capabilities (Hansen, 1972;
Bettman et al., 1998). Since the consumer’s processing capacity is limited,
the consumer cannot process high amounts of cognitive information in
relation to all choice situations. This view suggests that in many choice
situations consumers are faced with bounded rationality. Bounded rationality
can be seen either as the attempt to do as well as possible given the demands
of the world – the notion of optimization under constraints – or as the
suboptimal outcome of the limited cognitive system (cf. Todd and
Gigerenzer, 2003).

The increasing complexity of the marketplace together with the notion of
bounded rationality suggests that consumers are not always capable of
perceiving and evaluating all relevant market and product attributes and that
consumers do not always posses well-defined preferences for all choice
problems. In some choice situations consumers may instead ‘construct’ their
preferences on ‘the spot’ rather than referring to a master list of preferences
in memory (Gregory et al., 1993; Bettman et al., 1998). Examples of such
choice situations may include situations in which consumers lack the
competences necessary for developing preferences for various attributes
and/or situations in which consumers bring multiple goals to a given
decision problem. A consumer who wants to buy a basket of ‘healthy’ food
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products in a supermarket may be uncertain on what food product attributes
to prefer to fulfill that goal. The consumer may try to overcome the
uncertainty and the possible lack of food competence by selecting one or
more indicators (e.g., high price, a brand with which s/he is confident, etc.)
as a basis for the assessment of the healthiness of the food products. In other
incidents the consumer may try to minimize the cognitive dissonance, which
may result from not knowing the ‘right’ decision, by ignoring, or even
denying, that food products are heterogeneous with respect to their
healthiness. For example, the consumer can ‘decide’ that no food products
legally offered in the marketplace are unhealthy and thereby trust that food
authorities are doing a good and restrictive job when monitoring the
marketplace. Such a consumer may simply buy a basket consisting of low
priced food items and then justifying her/his decision making by referring to
the amount of money that has been saved. However, if the consumer’s future
food competences improve (and the goal of being healthy remains
unchanged) the consumer may change her/his way of decision making and
engage in extensive comparisons of various food products. As a
consequence, the consumer may end up preferring food items, which are
medium-priced or high-priced. Thus, as noted by Bettman et al. (1998)
consumer decision making will be highly sensitive to the local problem
structure. Another characteristics of constructive decision making is that
most often it is contingent although contingent decision making does not
necessarily constitute constructive decision making, i.e., when preferences
are developed on the spot. For example, a consumer may have a well-
established, but contingent, preference for red wine in combination with red
meat and a preference for white wine in combination with a fish-menu. Such
preferences are not constructive (Bettman et al., 1998).

When consumers make a decision they must trade-off the desire to make
a reasonable decision with the resources (mental resources, time, and
money) they are using in relation to the decision making process, i.e., a
‘cost-benefit’ approach (refer to Payne, 1982). Several specific consumer
decision making strategies have been considered in the literature including
weighted adding, lexicographic strategy, and elimination by aspects. These
decision making strategies can be characterized according to the total
amount of information processed, the selectivity in the information
processing, the pattern of processing, and whether the strategy is
compensatory or not compensatory (Bettman et al., 1998). Thus, the
selection of a specific decision making strategy should be considered in
combination with the above-mentioned trade-off between the desire to make
a reasonable decision and the resources used to reach a decision. It can be
expected that the selection of a specific decision making strategy will vary
depending on the construction of the trade-off; e.g., depending on the
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weights the consumer assigns to the trade-off components. Bettman et al.
have proposed a choice goals framework, which integrates the cost-benefit
approach with a perceptual approach. The perceptual approach mainly deals
with what aspects of a choice of task that are noticed by the consumer and
how these tasks are represented. The cost-benefit (accuracy-effort) can be
used as a basic perspective for considering how consumers utilize noticed
information in order to fulfill their goals. In our opinion the proposed
framework represents a promising tool for developing a more thoroughly
understanding of consumer constructive decision making. In the following
we briefly outline the main aspects and considerations of the framework.
Next, we discuss the implications for research and practice.

A main aspect of the Bettman et al. framework is that choices are made
to achieve goals. Three basic goals are detected in the framework: (1) choice
situations where accuracy and effort goals dominate, (2) choice situations
where minimizing negative emotion is relevant, and (3) choice situations
where maximizing ease of justification is relevant. Bettman et al. propose
that accuracy and effort goals dominate in situations where there is little
consumer involvement or need to justify, whereas consumers may seek to
minimize negative emotion in situations involving choice conflicts between
the accomplishments of perceived important goals. Ease of justification may
especially be relevant in situations that are more perceptual in nature. The
Bettman et al. framework highlights that consumers have a repertoire of
decision making strategies, which may vary according to characteristics
concerning the individual consumer (e.g., experience, competencies, age),
the situations (e.g., time pressure, social visibility of the decision) and the
product (e.g., product complexity, price). In relation to each of the three
depicted choice situations Bettman et al. suggest a number a propositions,
which summarizes how consumers may behave in more detail in connection
to attaining the choice goal. Some examples of the propositions are: (1)
Choice tasks where accuracy and effort goals dominate: Increases in the
number of alternatives lead to a greater use of noncompensatory choice
strategies. Increases in the number of attributes generally lead to increased
selectivity, but not to strategy changes. (2) Choice tasks where minimizing
negative emotion is relevant: Emotion-laden choices are characterized by
more extensive, more selective, and more attribute-based processing. In
general, emotion-laden choices encourage avoidant behaviors. (3) Choice
tasks where maximizing ease of justification is relevant: Adding an
asymmetrically dominated alternative to a choice set results in increased
choice share for the dominating alternative. This effect is enhanced under
increased need for justification. Readers are encouraged to see the Bettman
et al. article for a further discussion of the propositions. The Bettman et al.
framework certainly points to a number of important aspects, which we
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believe will receive increased intention by future research and future retail
management:

What factors determine consumers’ selection of choice goals? How can
retailers influence the selection process?

What types of information do consumers use when constructing
preferences? How do consumers overcome missing information, information
that is difficult to understand, unreliable information, and/or ambiguous
information?

An increasing number of different foods and variants in the marketplace
probably means that the battle between high quality food producers, who
wish to make it possible for the consumers to distinguish between high and
low qualities, and low quality food producers, who wish to slur the quality
differences, becomes more uneven. This may happen, as the increased
market complexity most likely is an advantage for low quality food
producers. As a result of the increased market complexity and the larger
degree of uncertainty, it will be easier for these producers, and their
connected retailers, to give the impression that the products in a given
product category are more homogenous than the competing high quality
suppliers would most likely argue. This is an advantage for low quality
producers, as their cost levels are usually lower than high quality producers’.
If the low quality producers succeed in convincing the increasingly uncertain
consumers that there are no significant differences between the supplied
food variants on the market, this would leave the consumer with only one
thrifty alternative: to purchase the cheapest foods, i.e. those supplied by the
low quality producers!

If they succeed on a large scale, and the market is gradually convinced
that there are no significant differences between the substituting foods on the
market, competitors with higher cost levels may be forced to lower these.
This will eventuate if the competitors are unable to explain to and convince
the market that higher priced foods bring more and/or greater benefits and
thus more value to the consumer. This is getting increasingly difficult.
Therefore, the focus on price could release a negative quality spiral, which,
in the long run, would benefit some consumers – those who are already more
or less exclusively focused on price – but would greatly harm others – those
who want high quality products and who, to some degree, are able to discern
quality – as the supply of high quality products on the food market would be
gradually reduced resulting from the negative quality spiral. A number of
questions arise in connection to such considerations.
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To what extend can the ‘negative quality spiral’ be detected empirically
in consumer food markets? How will high quality producers react to a
‘negative quality spiral’? What strategies should be implemented? What will
be done by food producers and/or retailers to help consumers to discern
quality? What are the implications for the food culture in a society with a
‘negative quality spiral’?

The consumers’ resources (time, money and mental resources) are all
scarce. However, the mutual scarcity of resources has changed in the past
couple of years. The consumers’ money has become relatively less scarce,
while the time and mental resources we are willing to use considering each
individual purchase have become relatively scarcer. This is not due to time
and mental resources becoming scarcer, rather the activities that we pass
time with have increased in number and complexity. Thus, consumers are
forced to prioritize their use of resources for all activities, including
shopping for goods. In this connection, some goods may be categorized as
relatively readily available ‘functional goods’ (e.g. flour, oats, toilet paper,
freezing bags etc.) that rarely give us any particular pleasure when shopping
for or using them. Other goods are characterized as hedonic (‘pleasurable’)
(e.g. clothes, wine, specialty cheeses etc.) that often bring us pleasure when
shopping for and consuming them. When comparing this definition of goods,
which goes against the more commonly known division into groceries and
shopping goods, to the fact that time has become more important than
money, the result is significant for the retailer. As an example, lets look at a
supermarket. According to the above, a common supermarket is in reality
two stores in one, but is rarely designed accordingly. As far as the functional
goods are concerned, the consumers will be looking to save time and for
readily available information. In the case of pleasure goods, the consumers
will be more willing to spend time and mental resources (while perhaps
lacking the competences to fully appreciate the goods). The consequences of
these considerations for the supermarket are obvious. The consumer should
be given the possibility of reducing or even allocating the time spent
shopping for functional goods (e.g. by pre-ordering via the Internet or by
paying for pre-picking and packing at the store). In connection with the
pleasure goods, the consumer should be given the possibility of access to
expert help and to exciting and inviting displays. Taking it to the extreme,
the supermarket would thus be divided into two departments; a functional
department (where the interior would reflect the wish for quick and well-
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planned access to goods) and a pleasure department (where the interior
reflects the wish for inviting displays and a focus on the pleasure side of
things). In relation hereto, future research may wish to address the following
questions.

What are the possible implications of the change in the mutual scarcity of
consumer resources for the design of future supermarkets?

How can retail managers help consumers to overcome scarce resources?

A consumer is exposed to, finds her/himself in and participates in a large
number of situations. The playing of such roles helps define the consumer in
relation to her/his surroundings to a very high degree, both regarding the
individual’s own self-perception and the social environment’s understanding
of the consumer. The understanding, however, does change over time. We
play different roles – that may change radically in the course of a day – and
in the course of a lifetime. The consumer can exist simultaneously as a
citizen and consumer and in this capacity take on a number of supporting
roles. Like an actor who changes scene or play, the consumer changes
between different situations and expressions. The individual consumer’s
freedom in connection with this ‘role play’, however, is not unlimited and in
many situations s/he must more or less conform to the existing rules. As
modern man participates in increasingly diverse situations and has access to
more material resources, it has become more difficult to establish consistent
norms, just as the economic and cultural freedom (and thus the individual
responsibility) to create an individual expression has become greater. Thus,
consumers should not only be viewed as passive carriers of different roles, or
as passive expectations of values and expectations. Consumers do not simply
live up to a predetermined ‘set of rules’. Our identity and our understanding
of the world around us are not created solely by simple replication or
reproduction of existing standards and behavioral patterns, but may also
reflect a ‘struggle’ to improve these standards and behavioral patterns in the
attempt to obtain self-satisfaction. In relation hereto, a distinction can be
made between social values and personal values. Social values define the
‘normal’ behavior for a society or group, whereas personal values define the
‘normal’ behavior for an individual (refer to Blackwell et al., 2001). Based
on such considerations, we suggest as follows.

To analyse, describe and understand these complex contexts represents a
great challenge for the retailer; the challenge lies not least in determining
how the consumer might use the retailer’s goods in her/his choice of roles.
The retailer not only represents a store containing goods, the store and goods
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also play a role in the consumer’s self-dramatization process, i.e. the store
and goods also have a communicative expression via the individual
consumer and the way in which the goods are used in social contexts.

Previous research (refer to Hansen, 2003) suggests that music, videos and
books, travels and vacation, PC-supplies, tickets, flowers/gifts, and clothes
are the most popular online consumer goods. In general, a large search
activity is taking place on the Internet. In a study of Danish and Swedish
online consumers (Hansen, 2003) more than one third of the respondents
have sought online information for most consumer products. A problem
arises, however, when one looks at the propensity to buy online as compared
to the propensity to seek information online. For example, in Denmark 41%
of online consumers have sought online information concerning groceries
but only 7% have actually made an online grocery buying. In Sweden, the
corresponding figures 51% and 10%, respectively (all figures are from fall
2002). Recognizing that some online information seeking may not be
buying-oriented such results suggest, nevertheless, that many consumers
have an open mind towards the idea of combining (at least some part of)
their grocery buying process with the Internet channel. However, there
seems to be some obstacles present, which prevent consumers from ‘going
all the way’ and actually make, for example, an online grocery buying. Such
considerations hold also true in relation to a lot of other consumer products,
e.g. household goods and articles, PCs, furniture, medicine, personal care
items, etc. In general, many theories (and in relation hereto theoretical
concepts) have been put forwards in trying to explain why consumers seem
to be more likely to buy some products as compared to other products and
why some products are nearly avoided by online consumers (in Denmark
and Sweden such products include furniture, medicine, and long-term
accommodation). Two of those theories are broadly considered here.

It has been advanced that a consumer will choose the online (or offline)
shop that according to the consumer offers the greatest value (Sweeney and
Soutar, 2001; Harnett, 1998). In relation hereto, two basic types of ‘shopping
value’ can be identified (refer to e.g., Babin et al., 1994; Childers et al.,
2001): (1) an utilitarian shopping value, which can be related to the
consumer’s need to obtain some utilitarian consequences, i.e., a product or
service, from visiting a store. This behavior can also be referred to as
‘problem solving behavior’ (Hirshman and Holbrook, 1982). (2) However,
consumers may also choose among retailers from a need to obtain a hedonic
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shopping value. The hedonic shopping value refers to the consumer’s need
to gain feelings through senses and to obtain emotional arousal. In this
connection, the Internet is often described as an interactive media or channel
that allows consumers to take control of the exchange information between
marketers and consumers (Storm, 2001; Hoffman and Novak, 1996). In
relation hereto, it is hypothesized that the consumer wants “convenience,
speed, comparability, (low) price, and service” (Sampler and Hamel, 1998,
p. 54). Thus, the consumer is expected to stress a utilitarian shopping value,
which suggests that consumers mainly will be interested in buying utilitarian
products via the Internet. However, evidence (refer to Hansen, 2003; Hansen
and Jensen, 2003) suggests that such considerations are insufficient in
explaining consumer online purchasing behavior. For example, clothes,
flowers, and vacation are among the most popular online products in both
Denmark and Sweden.

The ‘economics of information approach’ (refer to Nelson, 1970;
Steenkamp, 1989) argues that the main problem for the consumer is to
evaluate the utility of each product alternative. Nelson proposed two
methods for evaluating the utility of product: search and experience. Search
refers to the actual inspection of the product prior to purchase to evaluate its
utility. A consumer can search for quality as well as price. For many
products, however, search is not possible or is too expensive. Two kinds of
product-types can now be identified (credence goods are not considered
here) (Peterson et al., 1997; Alba et al., 1997): search products: products for
which a major part of the perceived relevant attributes can be assessed prior
to purchase; experience products, products for which a major part of the
relevant attributes is difficult to asses prior to purchase. It has been
suggested (refer to Peterson et al., 1997) that products selected by consumers
primarily on the basis of search attributes are most amenable to online
retailing because direct experience is not required. In both Denmark and
Sweden, 5 out of the top 6 ranked products (in relation to online buying) can
be classified as search products (music/videos/books, travels/vacation,
tickets, PC supply, and flowers) (Hansen, 2003). From an economics of
information perspective this result suggest that for many online products
consumers are simply imperfectly informed and may therefore hesitate to
move on to an online buying. One may therefore be tempted to conclude that
search products are most suitable for online retailing. However, such a
conclusion may be a simplistic representation of the problem, as it does not
take into account the primary reason why consumers engage in information
search activities, namely to reduce risk. The main problem seems instead to
be whether it is possible to provide consumers with information that
compensates for the lack of direct product information in relation to online
experience products. At least two possibilities exist in this connection: (1)
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To provide information, which in the eyes of the consumer can substitute
direct product information (search information) and thereby reduce
consumers’ perceived purchase risk. (2) To provide consumers with ‘risk
releavers’ (Van den Poel and Leunis, 1999), which may reduce the perceived
post-purchase risk. In addition hereto, recent research (Kivetz and Simonson,
2000; Simonson, 1999) suggests that a number of psychological principles
underlie consumer choice behavior when choice are made under uncertainty.
One such principle is the need for ‘justification’, which may arise in
situations where the consumer lacks information (qualitative information
and/or quantitative information), lacks the necessary competence to process
the information and/or are unwilling to invest enough resources in the
information search process. The principle of justification may result in the
consumer developing preference for relatively superior options; preference
for compromise options; avoiding cheapest option; delaying choice when a
consideration set involves multiple attractive options (refer to Simonson,
1999). Another psychological principle, which may help understand
consumer choice behavior under uncertainty, is the ‘ease of processing
principle’. This principle suggests that consumers emphasize easy to
compare attributes when evaluating several options simultaneously, and
emphasize attributes for which all options have known values (cf. Simonson,
1999). Based on the above discussion future research may wish to deal with
the following questions.

What kind of decision rules do online consumers apply for various
products and services?

How can online retailers lower consumers’ perceived purchase risk
and/or post-purchase risk? What factors constitute consumers’ perceived
risk?
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