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DISCRIMINATORY POWER OF RETAILING FACTORS Audhesh K. Paswan, University of South Dakota Sandra G. Loeb, University of South Dakota ABSTRACT Using discriminant analysis this study empirically examines factors determining the store choice of a customer. The results indicate that convenience, and habit influence store choice positively; product assortment emerged as a negative influence. Evidence is provided that patrons are willing to sacrifice wider product as sortment for convenience and habit. INTRODUCTION Retailing textbooks suggest that the selection of a particular retail shop by a potential customer is a complex process determined by several factors. The literature identifies factors such as product assortment, location, price, store atmosphere (a multidimensional factor), service and convenience. Along with the target market decisions, these factors are suggested to be key strategic issues in retailing which determine success or failure and, perhaps, the basic survival of a retail outlet (Arbuthnot, Sisler, and Slama 1993; Bitner 1992; Davidson, Sweeney, and Stampfl 1984; Kotler and Armstrong 1994; Wortzel 1987). This study empirically examines the power of these factors to discriminate potential customers. The key research question addressed is whether these factors discriminate the customer's choice of one shop versus another? This question becomes even more pertinent when considered in a small town setting. On one hand, small towns are considered desirable by quite a few large retail chains (Hager and Flynn 1991), and on the other, small towns also suffer from the out-shopping phenomena (Lafief and Hensel 1991). Further, if we consider two retail outlets competing for the same market, then it is not difficult to see that their survival would be strongly determined by the interplay of these factors on consumer choice of one or the other retail outlet. In this endeavor, the current literature will be reviewed first, leading to the development of hypotheses. Methodology, results and discussion will then follow. STRATEGIC FACTORS OF RETAILING The literature dealing with consumer choice of a retail outlet is limited, however, the existing body of work in this
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area does draw some common conclusions. Davidson, Sweeney, and Stampfl (1984) present consumer expectations and internal retail mix variables as the Primary indicators of store choice. The retail mix includes factors which can be controlled by a retailer, e.g., physical facilities, merchandising, pricing, promotion, services, and personnel. These in turn determine the consumer perception of factors such as convenience (of time and space), atmosphere/ ambience, merchandise, price, information/interaction, and service. Similar views have been advocated by other scholars as well (e.g., Falk and Julander 1983; Lucas, Bush, and Gresham 1994; Mason, Mayer, and Ezell 1994; Moller and Van den Heuval 198 1; Stem and El-Ansary 1992). Moller and Van den Heuvel (1981) suggest that choice attributes are divided into consumer and store characteristics. Store characteristics include physical features, location and accessibility, position, clientele, merchandise carried, promotions, service and personnel. Consumer perception of these store characteristics influence their evaluation processes. Falk and Julander (1983) present a model in which the store factors influencing store choice include location, hours open, prices, assortment layout, service, and promotion. Consumer perception on these factors influence their preferences and store choice. Research by Woodside and Trappey (1992) also found support for these factors influencing store choice and image. In addition they also found that information provided to the consumer about products available as well as attitudes about competing stores influence patronage. Baker, Levy, and Grewal (1992) discuss the influence of atmospherics in store choice. Their study indicates that ambient cues, defined as factors such as lighting and music, interact with social cues, defined as number and friendliness of employees to influence patron pleasure. The social cues in turn influence arousal in the store environment. They conclude that the combination of pleasure and arousal created by these cues influence store choice. The greater the pleasure and arousal perceived in a store, the more likely a customer is to select a store, and in turn, the more likely to buy while in that store. Laaksonen (1993) provides an exhaustive discussion of patronage models. He suggests that store choice is a complex decision and a variety of factors influence this choice including store attributes, situations, degree of loyalty, changes in the retail market and so forth. An interesting suggestion put forth in his work is that
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researchers and retailers should not only examine why consumers are selecting one store, but also why they are not selecting another. Robinson (1987) suggests store choice and loyalty relate to the current choice situation, customer lifestyle and store attributes. These two studies introduce an interesting notion of loyalty. Arbuthnot Sisler and Slarna (1993) addressed the issue of store patronage by examining the relation between store performance and store choice attributes. Satisfaction with store performance correlated to what they referred to as selection criteria factors. Of the selection criteria factors, fashion, esthetics and quality were positively correlated to store performance indicating that consumers were patronizing stores exhibiting such qualities. Mulhern and Leone (1990) address the issue of the affect of special deals on patronage. The expectation would be that deals such as price decreases would increase patronage in a store. The result of their study contradicts this belief, indicating that while special deals did increase the amount of purchases, store traffic remained unchanged. More specific to the current study, Duff (1991) found that customer perception of a store influences where cards are purchased. Selection and quality of cards were determined to be important choice criteria. Summarizing this discussion, it can be concluded that the store choice is determined by consumer perception of various factors related to retail organizations. These factors, which could be viewed as reasons for selecting a particular store, capture several diverse dimensions of retail organizations, all of which can be controlled by the retailer. These perceptual factors of retailing include (1) convenience (of time and location); (2) product selection/assortment; (3) pricing; (4) store atmosphere; and (5) loyalty/habit. The first four factors have been dealt with amply in the literature and hence will not be discussed here. However, the fifth factor needs some explanation in the context of this study before hypotheses are suggested. The notion of loyalty could be seen as the end result of retailing decisions and something any retail organization would like to achieve and it is our belief that it becomes a relevant factor in retail choice. It is not difficult to see that quite often consumers patronize a retail store out of a sense of loyalty toward the store, especially in small towns. In fact, patronage becomes part of their habit. Even when the characteristics which created that habit change for the worse, the habit may persist. Since they have 'always' gone to that store, they do not even think of going to another. We can also see that the feeling of loyalty would
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translate into habit on a behavioral level. Consequently, this study would use the notion of habit to capture this behavioral manifestation of loyalty. The hypotheses pertaining to these factors of retailing are posited as follows: H1: Consumers will select the store which is more convenient in terms of location and time. H2: Consumers will select the store which has wider product selection/assortment. H3: Consumers will select the store which is relatively less expensive. H4: Consumers will select the store which has a more favorable store atmosphere. H5:



Consumers will select a store out of habit.



The methodology used to test these hypotheses empirically, will be presented next. This will be followed by discussions and implications of our findings. METHODOLOGY AND RESULTS The setting was a small campus town in the midwest with a population of about 12,000. About 7000 students also reside in this town. A large number of them live off campus in this town. They form the transient population. The data was collected using a questionnaire and the target respondents were students. Two-hundred students were sampled. The focal product selected was greeting cards. Greeting cards on one hand are not very expensive and on the other hand buyers tend to spend a great deal of time and effort to get the 'right card'. It is not just a piece of paper carrying some message, it is a carrier of feelings, and a device for building and strengthening relationships. An industry analysis indicate that Americans annually purchased over $1 billion worth of cards. Out of this about 14% were non-occasion cards, which grew at about 10% (Wandycz 1991). For students it is an inexpensive mode of building and maintaining relationships. From our preliminary discussions with student groups we found that even though students buy a lot of cards, they would not acknowledge it as an important purchase decision. Typically, majority of students spend considerable amount of time and effort on picking a specific card. The respondents were asked to choose one of the two existing
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retail outlets for buying greeting cards. Because of the size of the town there are no other significant retailers of greeting cards; in other words, if you are buying a card the two stores would be the primary choices. These two stores were checked in terms of their locational advantage, range and type of cards carried, store ambience, prices and other products carried. Store-1 is an on-campus books and stationery store which also carries a wide selection of greetings cards and hence is seemingly more convenient to students. It is open during 8:00 am to 5:00 pm. Store-2 is located off campus and carries gifts, stationery and greeting cards. It may be a little less convenient for students, but it is only about a ten minute walk from store-1. Moreover, store-2 is open for slightly longer duration (till about 7:00 pm). In addition, the campus is really not detached from town and downtown. Many residents work at the university and conversely, many students work at the business establishments located in the downtown area. They also visit downtown for almost everything such as eating, post office, banks and other functions related with day to day living. In terms of types and range of cards, store-1 has less of a choice than store-2 (both carry an extensive range of Hallmark and Shoebox cards). In terms of ambiance store-1 is a typical student book store whereas store-2 is a typical stationery store. Prices of cards were about evenly matched for both stores, though the store-2 is perceived to be a bit more expensive (Names of these retail outlets will be kept confidential). The discriminating role played by the five selected factors, i.e., convenience (time and location), product selection, pricing, store atmosphere, and habit on store selection (i.e., respondent's reasons for selecting a store for buying a card) was measured on a semantic differential ten point scale anchored from most important (10) to least important (1). A ten point scale was used to get a larger variance. The question was posed as follows: How important are following reasons for selecting a store (either store-1 or store-2) for buying greeting cards? a. b. c. d. e.



Convenience (time and location) Selection Pricing Store Atmosphere Habit



Choice of store was measured using a question as follows:
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If you had to buy a card at one of these two stores store-1 and store-2, where would you buy it at? ... Store-1 and store-2 The data was analyzed first to test for differences between the two groups on these five factors (Table 1), second to check for relationships between these factors, and finally using a two group discriminant analysis (results presented in Table 2). In terms of respondent distribution, it was skewed towards women (37% men and 63% women). In terms of choice of store more respondents selected store-1 (70.5%) than off-campus store-2 (29.5%). The west analyses show that the two groups did relate their store choice with the five determining factors (Table-1). For example, respondents selecting store-1 thought convenience to be more important than did those selecting store-2. Those selecting store-2 on the other hand viewed better selection and atmosphere to be more important than did those selecting store-1. Price was considered relatively unimportant for store selection by patrons of both stores (groups are not statistically different). In terms of habit, both the groups acknowledged it as equally, but not too important. The results of discriminant analysis indicate that store atmosphere and pricing are not key determinants for store selection for this product. The correlation matrix indicates that convenience is not related to any of the other factors. On the other hand, selection, pricing, atmosphere and habit were significantly and positively related to one another. In terms of discriminatory power, convenience (time and location) (H1), product selection (H2), and habit (H5) emerged as significant contributors to the discriminant function. These results provide support for Hypotheses H1, H2, and H5, although the direction of the effect is somewhat confounding. As expected, convenience and habit influenced the store choice decisions positively. Surprisingly, the product assortment/selection emerged as a negative influencer for the decision making process. This might be due to the fact that both stores carry an extensive assortment of cards. Table 1 T-Test Results _____________________________________________________________________ ____________ Factor Group Means Correlat. Store 1 Store 2 Convenience Selection Price Atmosph . Habit
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*



Convenience 9.46



7.96*



1.000



Selection



6.32



8.19*



-0.145



1.000



Pricing



3.97



4.58



-0.035



0.457*



1.000



Store Atmosphere



3.60



4.77*



-0.097



0.455*



0.466*



1.000



Habit 1.000



5.98



5.84



0.024



0. 165*



0.233*



0.413



Store selected for card purchase(%) 70.5



29.5



Figures followed by asterisks are significant at p


0.86172



0.0025



9.41



7.46



-0.39365



0.1759



6.01



7.93



0.34121



0.4134



5.88



5.54



Centroids



0.23669



-0.69760



Factors not included in the discriminant function: Pricing



3.83



4.58



Store Atmosphere



3.50



4.51



Canonical Discriminant Function significant at p=0.0107 Percent correctly classifi ed in the Analysis section=76.00 % Percent correctly classified in the Holdout section=73.97 %
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Proportionate Chance Criteria=61.25 % _____________________________________________________________________ ____________ DISCUSSION The findings of this study seem to conform with the suggestions in the current literature as well as an intuitive notion that customers would be expected to choose a retail outlet which is more convenient in terms of location and time, and sometimes out of habit. However, the result regarding product assortment runs counter to the intuition and is confounding. One post-hoc explanation could be that since the product is a low involvement, low price product, respondents are willing to sacrifice the option of greater product choice for convenience or habit. Another possible explanation for this negative effect could lie in the fact that respondents were students for whom outlets located on campus appear to be most convenient and the product itself is of low involvement in nature. A third explanation could lie in the fact that cards at campus store may be perceived as "student type" by students, although a qualitative probe indicated otherwise. The findings of the t-test analyses support the discriminant analyses. In addition, they indicate that consumers do in-fact perceive stores differently in terms of convenience, product selection, and store atmosphere and use these factors to make store selection. The findings of this study have important and strategic implications for retailers, especially in small towns. They indicate that for convenient and low involvement products customers are willing to accept less choice in terms of product assortment if the store in question provides higher levels of convenience. Further, customers would shop at a store out of habit even if the store has fewer product selections. In terms of strategic implications, retail outlets selling low-involvement products could try to provide more time and place utility to their customers even if it is at the cost of offering a large product selection. In addition, some effort must be directed towards making "the store" a part of consumer's routine or habit. Instilling a sense of loyalty, enhancing consumer satisfaction, emphasizing rational aspects of the retail-customer linkage would be some of the ways in which this habit forming could be achieved. A clear limitation of this study is the convenient student sample, which limits the generalizability of the findings of
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this study. We also need to explore the finer details of the factors used in this study. This study, should be looked as an exploration into retail selection behavior and should lead to provide future research direction. For example, this study clearly needs to be replicated for different product types, town settings and respondents. In addition, research is needed to answer questions like "What leads to habit forming"? The issue of convenience needs to be examined in more detail by breaking out components such as store hours, location, and ease of access. Where does the notion of relationalism fit into the retail patronage behavior? We hope that this study has raised some significant questions in addition to providing answers to a few. REFERENCES Arbuthnot, J., G. Sisler, and Mark E. Slama (1993), "Perceived Store Performance and Retail Purchase Decisions of Buyers for Small Specialty Stores," Clothing and Textiles Research Journal, 11 (2), 21-27. l
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