CRANFIELD UNIVERSITY

ADAM MANIKOWSKI

THE IMPACT OF PRODUCT, SERVICE AND IN-STORE
ENVIRONMENT PERCEPTIONS ON CUSTOMER SATISFACTION
AND BEHAVIOUR

CRANFIELD SCHOOL OF MANAGEMENT
Doctor of Business Administration

DBA
Academic Year: 2012 - 2016

Supervisor: Professor Emma Macdonald
September 2016



CRANFIELD UNIVERSITY

CRANFIELD SCHOOL OF MANAGEMENT
Doctor of Business Administration

DBA

Academic Year 2012 - 2016

ADAM MANIKOWSKI

THE IMPACT OF PRODUCT, SERVICE AND IN-STORE
ENVIRONMENT PERCEPTIONS ON CUSTOMER SATISFACTION
AND BEHAVIOUR

Supervisor: Professor Emma Macdonald
September 2016

This thesis is submitted in partial fulfilment of the requirements for
the degree of Doctor of Business Administration

© Cranfield University 2016. All rights reserved. No part of this
publication may be reproduced without the written permission of the
copyright owner.



ABSTRACT

Much previous research concerning the effects of the in-store experience
on customers’ decision-making has been laboratory-based. There is a need for
empirical research in a real store context to determine the impact of product,
service and in-store environment perceptions on customer satisfaction and
behaviour.

This study is based on a literature review (Project 1) and a large scale
empirical study (Projects 2/3) combining two sources of secondary data from
the largest retailer in the UK, Tesco, and their loyalty ‘Clubcard’ provider,
Dunnhumby. Data includes customer responses to an online self-completion
survey of the customers’ shopping experience combined with customer
demographic and behavioural data from a loyalty card programme for the same
individual. The total sample comprised n=30,696 Tesco shoppers. The online
survey measured aspects of the in-store experience. These items were
subjected to factor analysis to identify the influences on the in-store experience
with four factors emerging: assortment, retail atmosphere, personalised
customer service and checkout customer service. These factors were then
matched for each individual with behavioural and demographic data collected
via the Tesco Clubcard loyalty program. Regression and sensitivity analyses
were then conducted to determine the relative impact of the in-store customer
experience dimensions on customer behaviour.

Findings include that perceptions of customer service have a strong
positive impact on customers’ overall shopping satisfaction and spending
behaviour. Perceptions of the in-store environment and product quality/
availability positively influence customer satisfaction but negatively influence the
amount of money spent during their shopping trip. Furthermore, personalised
customer service has a strong positive impact on spend and overall shopping
satisfaction, which also positively influences the number of store visits the week
after. However, an increase in shopping satisfaction coming from positive
perceptions of the in-store environment and product quality/ availability factors

helps to reduce their negative impact on spend week after.



A key contribution of this study is to suggest a priority order for
investment; retailers should prioritise personalised customer service and
checkout customer service, followed by the in-store environment together with
product quality and availability. These findings are very important in the context
of the many initiatives the majority of retail operators undertake. Many retailers
focus on cost-optimisation plans like implementing self-service check outs or
easy to operate and clinical in-store environment. This research clearly and
solidly shows which approach should be followed and what really matters for
customers. That is why the findings are important for both retailers and
academics, contributing to and expanding knowledge and practice on the

impact of the in-store environment on the customer experience.
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1 LINKING DOCUMENT

1.1 Introduction

This dissertation is my Doctor of Business Administration research
thesis, and is the outcome of my four-year study in the field of the impact of the
in-store environment on customer experience. It consists of three key parts:

- Linking document (Chapter 1);
- Literature review — project 1 (Chapter 2);
- Empirical study — projects 2 & 3 (Chapters 3 and 4).

In my linking document | provide an overall summary of the research
project starting from its background and rationale, summarising the methods
used and finishing with a summary of key findings, as well as their contribution
to practice and knowledge. | complete this chapter with suggestions as to how
the findings can be implemented into a retail environment context. Chapter 2 is
my literature review in which, by means of an extensive study of existing
academic knowledge, | attempt to achieve a holistic understanding of the
customers’ complete shopping path. This background also helped me design
my research project with regards to the in-store elements having the biggest
impact on customer behaviour. Chapter 3 is my empirical work, in which
| describe, in detail, the entire research process; the creation of the final
research framework, a description of methods used, and all statistical analyses
performed. The results are described in Chapter four, together with implications
for retailers and future research opportunities.

1.2 Background and rationale

Competition in the retail market is highly intense today. Mainly owing to
new technologies, industry consolidations and higher customer expectations, it
is becoming increasingly difficult to compete in the retail sector. In order to
differentiate, retailers create environments which shape customers’ in-store
experiences and influence their behaviour (Babin et al., 1994), while at the
same time attempting to become more competitive. There is a growing number
of publications concerning atmospherics and the effects of the store
environment on customers’ decision-making models (Eroglu & Machleit, 1990;

14



Kaltcheva & Weitz, 2006; Shankar et al., 2011). The effects of atmospherics,
being tools used to differentiate for retailers, have been measured spanning
a wide variety of dependent variables, over the last 30 years. Sales, time spent
in the environment, and approach-avoidance behaviours have been the most
widely studied dependent variables in experimental studies of the retail
atmosphere.

Interestingly, a review of existing literature has identified that the focus of
research is mainly on elements of the retail environment, which are in the
retailer’'s control (e.g., lighting, layout, colour, music, in-store visualisation).
However, very little research has investigated the manner in which consumers
experience these different aspects, particularly in a grocery-retailing
environment. Furthermore, very few studies have focused on the impact of
several in-store experience constructs at one time, which could help to
understand better what impacts customer behaviour most. This knowledge
would be beneficial for practical reasons, as the success of each retailer
depends on the right mix of elements creating the in-store experience, which
should result in higher customer satisfaction and higher spend. In addition, not
many studies have researched the manner in which the in-store experience
impacts customers’ future behaviour (for example spend or number of visits).
These are very important issues as the retail sector is so competitive that the
possibility of finding a way to increase customer spend by even 1%, may decide
a retailer's success or failure. That is why, for most retail operators, success
depends on the right mix of elements creating the in-store experience. In order
to achieve this, all promotional, merchandising, and store design policies, are
controlled by retailers in order to increase customer spending, their overall
satisfaction and loyalty.

In my literature review (Chapter 2), | described many publications
concerning atmospherics and the effects of adding the store environment into
customer decision-making models (Eroglu & Machleit, 1990; Hui & Bateson,
1991, Kaltcheva & Weitz, 2006; Milliman, 1986; Park et al., 1989; Smith &
Curnow, 1996). Having completed an extensive literature review, | observed

that much of the research focused on identifying key possible ways in which
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store atmosphere could influence customer satisfaction, and purchasing
behaviour. It was interesting to observe that in all the studies, the positive effect
of a pleasant store atmosphere on customer reactions was clearly
demonstrated (Donovan & Rossiter, 1994; Spies et al., 1997). This is important
information and rationale for my project as from this perspective, the in-store
experience and creating a positive customer experience is the main force
impacting customer behavior. | also observed that the literature concerning the
effects of atmospherics on consumer behaviour has evolved and marketing
researchers are increasingly realising its importance in creating an influential
atmosphere at the point of purchase (Turley & Milliam, 1992). In a competitive
and low margin sector this aspect alone may decide a retailer's success or
failure.

In addition, as a retailer, | have observed that in recent years it has
become extremely difficult for retailers to differentiate and stand out based
solely on merchandise, price, promotion, or location. The in-store experience is
able to create a unigueness, which then becomes the base for competitive
advantage. However, despite numerous studies on in-store environment,
findings are not detailed enough to provide retailers with clear indication as to
which in-store experience constructs they should invest in to achieve the
highest results in customer satisfaction and spend. Managers are continually
planning, building, or changing in-store physical surroundings in order to
improve the store’s impact on customers, without really knowing which
constructs are most important for customers (Bitner, 1992). That is why, there is
a need for additional research in order to understand how the physical and
social environment impacts customers and their behaviour, in a retailing
environment (Lam, 2001). The relationship between shopper mission, store
layout, in-store atmosphere, and customer service constructs, as well as their
impact on consumer satisfaction should also be researched in more depth.
There is a need for a study linking the impact of the in-store experience with
purchase behaviour and overall shopping satisfaction.

Furthermore, many previous studies have been experimental, empirical

or declarative in nature. Baker et al. (1992) describe several methods of testing
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the effects of store environment: using a prototype store, asking participants to
respond to verbal descriptions of a store, or creating a simulated store
environment. These methods generally used small sample sizes, and as they
were based on a single instance rather than a continuous and objective
measure, the results form reliable benchmarks but they are not as robust as
results of research performed on large samples and in a real in-store
environment. The reason for this is also based on the fact that we can observe
that the use of customer insights in marketing decisions is poorly understood,
partially due to difficulties for academics in obtaining research access (Said
et al., 2015), and for retailers mainly due to the amount of information available
and options to make proper sense of them.

Keeping all the above in mind, the purpose of my research was to
identify which of the in-store experience constructs has the biggest impact on
customer behaviour. | wanted to clearly identify what influences customers
most, positively impacting their spending, as well as shopping satisfaction. In
order to achieve this, | needed to create a robust academic research model
which | could combine together with detailed customer survey and behavioural
data provided by Tesco marketing and Dunnhumby teams. My research model
was based on a large amount of data, which represented big data which were
secondary data at the same time. Customers’ spend data was of significant
value for the research as they were factual, rather than declarative, data.
Obtaining access to matched spend till-data with perceptual data can be difficult
for academics. The benefit of such data is that they help observe in detail the
impact of measured in-store experience constructs on customer attitudes and
behaviour. Findings from such an analysis would constitute an important
contribution to both knowledge and practice, as not many studies have
investigated the direct effects of the in-store experience and the mediating role
of physiological states in the relationship between store environment and
shopping behaviours. There are also very few studies in which academics have
been granted access to such data, as well as experiments conducted in a real

in-store environment on a large sample.
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Focusing on selected in-store experience constructs and measuring
them in terms of their influence on customer behaviour is not only interesting
from an academic perspective but also has a significant practical aim and
professional implications for the industry. Through the results of this research
project, | aim to provide clear indication to retailers as to which elements of the
in-store experience cues impact customer behaviour most. If | find even
a small relationship between one of the researched elements and customer
spending supported by observed, as opposed to declarative data — the benefits
considering the scale of some of the retailers (Tesco: $91 billion in sales in
2015; Carrefour: $98 billion in sales in 2014 (Deloitte, 2016)) could be
enormous. Findings leading to an increase in sales by even 1% can provide
huge financial benefits in terms of scale for many retailers. That is why, through
this research, | could also provide retailers with a clear indication with regards to
which elements of the in-store experience cues are impacting their customers’
behaviour most and where they could expect the highest return from one unit
investment in the researched factors. Understanding the challenges but also the
possible, significant contribution to the knowledge and practice, | decided to use
my professional experience, as a retailer and academic skills learned during my

DBA studies to attempt to find the answer to my research questions.

1.3 Summary of the research process

1.3.1 Scoping study

| began my research process with a detailed scoping study in order to
“...assess the relevance and size of the literature and to delimit the subject area
or topic” (Tranfield et al., 2003, p. 214). This helped me develop appropriate
guestions for interrogating existing literature, before starting my literature
review. In my scoping study, | focused on an analysis of the different
disciplinary perspectives that have been proposed in the area of my study and
“...a brief overview of the theoretical, practical and methodological history
debates surrounding the field and sub-fields of study” (Tranfield et al., 2003,
p. 214). There were four purposes for the scoping study: 1. To examine the

range and nature of the research activity; 2. To determine the value in
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undertaking a systematic review; 3. To summarise and disseminate research
findings; 4. To identify research gaps in the existing literature (Arksey &
O’Malley, 2005). The outcome of this activity was the identification of gaps in
research, which helped me propose a research topic which could make
a significant contribution to the literature by tackling interesting and relevant
retailing-related  issues, advancing theoretical and methodological
understanding of those issues and broadening my knowledge of it (Brown &
Dant, 2008).

Knowing that the customer-experience construct is holistic in nature and
involves the customer’s cognitive, affective, emotional, social and physical
responses to the retailer (Grewal et al., 2009), | focused on the holistic
customer experience in my scoping study, which was a starting point to narrow
down my research. Holistic conceptualisation of the customer experience differs
from most studies in the retailing literature. These have largely focused on
elements of the retail environment, which are controlled by the retailer, and how
these elements influence specific customer responses (Bell et al., 2011). That is
why, my key focus while conducting the scoping study, was to learn what drives
customer behaviour, loyalty, attitudes and feelings, as well as how the shopper
is influenced through the shopping experience in the in-store environment
(Shankar et al., 2011). Therefore, the research focus in the scoping study, was
on the in-store experience and its impact on the customer’s shopping trip, from
the perspective of an unified customer view.

| began the process by mapping the field and literature domains related
to this. With a review question focusing on the influence of the in-store
environment and its impact on the consumer shopping-trip, | could distinguish
the process spanning several areas of interest, influencing the shoppers’
behaviour (Figure 1.1).

The first one is the largest area of interest. It covers all aspects
connected with retail brand encounters and their impact on shopping
behaviours. Most of the literature | found concerns in-store retail brand

encounters, however there is a gap when considering the impact of out of store
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brand encounters. That is why, this field in the literature concentrates mostly on

the atmospherics of the store.

1 2 3 4
, CUSTOMERSY
RETAILBRAND | | PHYSICALSTORE [ |CUSTOMERS GOALS | | gEHAVIOURAL
ENCOUNTERS EXPERIENCE AND EXPECTATIONS RESPONSES

—— CUSTOMER SHOPPING EXPERIENCE — HOLISTIC VIEW ——

Figure 1.1 Research literature. Source: Author

| grouped all the literature concerning the in-store atmospherics in three
main topics (Turley & Milliam, 1992). This helped me systematise my research
work:

1. Elementary level: Effects of music, colour, ambient, lighting, visual
information rate and consumer density;
2. Factor level: Main effect and interaction effect of ambient, social and
design factors;
3. Global level: Identification of emotions and their relationship with
shopping behaviours.
This approach helped me outline the literature in this field, assess existing
knowledge and identify the opportunities for future research.

The second literature domain focuses on shoppers’ emotional responses
impacted by the in-store environment with the main focus being on the physical
store-experience. This literature attempts to broaden the theoretical and
empirical understanding of atmospheric influences on buyer behaviour. It was
noted that environmental psychology draws from the stimulus-organism
response (S-O-R) paradigm (Spangenberg et al., 1996). In this context, the
atmosphere is the stimulus (S) that causes a consumer’s evaluation (O) and
causes a behavioural response (R) (Donovan & Rossiter, 1994; Mehrabian &
Russell, 1974). Much of environmental psychology is based on this paradigm.
For my review in this area, approach/avoidance behaviours are of particular
importance. These are studied in marketing, and include measures of the level
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of product examination, time spent in the store, intent to visit the store, social
interaction with personnel, and money spent (Bitner, 1992; Spangenberg et al.,
1996; Yalch & Spangenberg, 2000). In the papers analysed in this field,
| observed that approach behaviours are measured more often, rather than any
other common dependent construct, the stated ‘intention to shop at store again,’
where a time frame is typically not specified (Roy & Tai, 2003). Furthermore,
I noticed that in some papers an S-O-R model was developed and described as
an extension of the traditional S-O-R framework, showing how it can provide
unique insights into the effect of store environment on shopper behaviour. (Roy
& Tai, 2003).

The third literature domain focused on consumers’ goals, expectations
and their positioning versus in-store environmental setting. While reviewing the
literature here, | wanted to understand how shoppers’ goals are shaped by the
marketing they are exposed to before they enter a store, and how all this
influences their unplanned buying decisions when they are inside the store.
| also needed to remember that consumer goals play a key role in determining
how consumers perceive the retail environment and various elements of the
retail marketing-mix (Grewal et al., 2009). Customers have different motives
and expectations concerning their shopping trips, which is why they want
different things from different shopping trips (Bell et al., 2011). | also found that
the motives of shoppers, in terms of hedonic and utilitarian values, have been
widely studied, but are rarely considered in the context of the effects of store
environment. Reviewing the literature in this field helped me to better
understand the overall impact of store atmospherics on shoppers.

The fourth literature domain focuses on the customers’ behavioural
responses. This aspect is not widely addressed in the literature when
considering the number of publications, however several landmark papers
provide a picture of the customers’ movements within a store. Not only do they
highlight their physical nature but also explain how the relationship between
shopping goals and the retail environment affects consumer perceptual and
emotional evaluations, as well as search and shopping behaviours.

Understanding this domain will allow for a holistic view of the influence of the
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in-store experience on consumer behaviour and shopping intentions. As the
outcome of checking the literature in those four fields, | could observe that the
literature covering the researched field comes from different academic domains

and can be presented in Figure 1.2.

Research question

Retail
brand
encounters

Customers’
goals and
expectations

Physical
store
experience

Customers’
behavioral
responses

Figure 1.2 Research literature mapping. Source: Author

The scoping study attempted to identify the principle literature domains
relevant to my initial, broad field of study: ‘In-store environment and its impact
on the customer shopping-trip. A unified customer view.” | studied the findings
on different levels of aggregation which helped me to better understand the
individual environmental elements: music, noise, colour, scent and furnishing.
Furthermore, | applied a more aggregated level in order to create groups and
for studying them: ambient, design and social factors. While analysing the
findings, | could observe that the store environment affects emotions,
behaviours and cognition. This formed a significant conclusion and direction for
my further research process. | could also observe that different enduring
aspects of the store environment influenced customers’ shopping trips, and that
by improving it, retailers can encourage customer loyalty. All of this provided me
with a clear direction for my literature review.

22



1.3.2 Literature review

My literature review aimed to understand the impact of the in-store
experience on consumer behaviours. This helped create an overview, forming
the base for the researched topic and direction for the research framework
creation. Through this literature review, | aimed to achieve a holistic
understanding of customers’ complete shopping paths. Furthermore, it helped
me design the empirical work, to glean which in-store elements have the
biggest impact on customers’ shopping paths. The analysed gaps and
unexplored fields helped to identify new research opportunities.

Based on the studies analysed, | was able to conclude that shopping
trips can be very complex, considering the number of stimuli shoppers
encounter both inside and outside the store (Esbjerg et al., 2012) — this was
a very important insight for the creation of my final research framework.
However, the empirical studies reviewed for this literature review, were mostly
based on studying customer behaviour within the store. The techniques
identified in the research papers include (1) analysis of records;
(2) observations; (3) interviewing; (4) controlled experimentation. Interestingly,
| also observed that the majority of in-store studies were based on the Pleasure
Arousal Dominance (PAD) Emotional State model (Mehrabian & Russell, 1974)
with a theoretical background concerning the impact of environment on
behaviour. These insights were significant for my final research process and
framework creation. Furthermore, a review of existing literature has identified
that the research is mainly focused on elements of the retail environment, which
are in the retailer's control (e.g., lighting, layout, colour, music, in-store
visualisation). Although a substantial body of literature describes the manner in
which retailers can influence observable customer behaviours by manipulating
enduring and transient aspects of their store environments, very little research
has investigated how consumers experience these different aspects, particularly
in a grocery-retailing environment. Related research should recognise that store
environment and store image work on different levels. | observed that store
environment literature focuses on particular details of the experience, whereas

store image literature takes a more general approach.
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With the broad review question focusing on the impact of the in-store
experience on consumer goals and behaviours, a new model was developed,
covering the complete shopping path of the customers. In the model, the major
factors influencing customers’ shopping trips are identified and its key elements
are highlighted (Figure 1.3) with an even more detailed model, which is a part of
the literature review. The model helps to understand how the customer
experience is created, what kind of impact it potentially may have, and its
different components. It is also a great base for narrowing the study. In my
literature review, the model’s main components were explored — ones, which
have direct impact on creating the shopping, experience, and at the same time
influencing customer behaviour. Using a holistic approach to customer
experiences, it is very important to understand that a customer experience is
not limited only to the customer’s interaction in the store. It is rather created and
implicated by a combination of different factors, also taking place before and

after sales.
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Figure 1.3 Customers' complete shopping path determinants. Source: Author
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Based on my theoretical approach and ‘complete customers’ shopping
path framework’ (Figure 1.3) which | created based on the results of my
literature review, | identified the most important elements impacting customer
behaviour as well as customers’ behavioural responses. This helped me
understand which elements constitute delightful and unpleasant in-store
experiences, having the biggest impact on customers and their behaviour
responses. Through this literature review and having analysed the implications
from previous studies (Baker et al., 1994; Baker et al., 2002; Grewal et al.,
2004; Kaltcheva & Weitz, 2006; Sirohi et al., 1998; Verhoef et al., 2009) key
determinants were developed creating the in-store experience, narrowing my
study. Based on this, | developed a new model with the major factors

influencing customers’ shopping trips (Figure 1.4).
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Figure 1.4 Key dimensions of customer experience and behavioural responses —

high-level research framework. Source: Author
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Elements in Figure 1.5 have a direct impact on creating the shopping
experience and, at the same time, influencing customer behaviour. As
| narrowed the study, | did not discuss other determinants, which are the part of
the customers’ complete shopping path (fully described in my literature review)
any further. Thus, despite narrowing my study, the dynamics influencing and
impacting the customer shopping experience from a holistic point of view,
remained within focus. My high-level research framework also includes
dependent variables (spend, shopping satisfaction and number of visits) in
order to check how they are impacted by in-store experience constructs. | used
this framework as the basis for formulating my final research question, to collect
the data and also to create a more detailed research framework as a result of
my statistical analysis.

Through my literature review, | achieved a detailed understanding as to
the manner in which in-store experience influences customers’ shopping trips
and behavioural responses. This, together with identified gaps in the existing
knowledge, was a starting point for my further research process and

establishing my final research question:

What is the impact of product, service and in-store environment

perceptions on customer satisfaction and behaviour?

My literature review helped me identify that through achieving the answer
to my research question, | would be able to give clear indication to retailers in
terms of which elements of the in-store experience impact customers’ behaviour
most. This is particularly important for the retail industry as retailers are able to
control many factors of the in-store experience and retailers invest in different
in-store experience determinants, without really understanding their detailed
impact on customers. There is on-going debate in the industry between the
importance of range, in-store environment and customer service. In my
research, | addressed these factors and identified which created the biggest

value for customers and at the same time for the retailers; which creates loyalty
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from increased shopping experience and which particular one drives retailers’
sales from increased customer spend. Through my research, | attempted to
provide retailers with a clear indication in terms of which elements of the
in-store experience cues impact their customers’ behaviour most but also where
they could expect the highest return from one unit investment in the researched
factors.

My literature review also helped me assume an appropriate philosophical
and theoretical positioning for my work, which | describe in the ‘methods’

section.

1.3.3 Joint research project 2 and 3

In order to answer my research question and at the same time provide
a practical contribution, | wanted to attempt to identify which elements of the
in-store experience have the biggest impact on customer satisfaction, which
ones influence customer behaviour most and also where retailers can expect
the highest return from investments in the researched factors. | also wanted to
look closer at what impacts the number of visits of individual customers in the
week after their initial shopping trip, as well as the following week’s spend. My
objective was to achieve a large research sample, focusing on two sets of big
data: survey data and customers’ behavioural data — all collected in an in-store
environment context. This approach had a big advantage in comparison to prior
studies as it was not declarative, or experimental, and provided a very high level
of findings credibility. Furthermore, my research framework helped me evaluate
the importance of each of the researched constructs, separately.

In terms of data collection and analysis, | decided to use two sets of
secondary data (described in Chapter 3.4.6) for the detailed quantitative
research analysis, taking an analytical approach to the generated data. | used
a descriptive and comparative research approach. In the descriptive work,
| focused on the statistical data analysis (Chapter 3.6). The comparative
approach helped me compare the data between groups, which helped obtain
a holistic understanding of the research question. Eight important steps were

included in designing the project’s research process (Figure 1.5):
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1. Extended literature review helped me design the research framework
(Figure 1.4);

2. Based on the framework | identified two data sets which | wanted to use;

3. Negotiate access to the data for research purposes;

4. As the selected data sets were secondary data, | needed to run data
validation checks;

5. | subjected two data sets to a data cleaning process;

6. The data cleaning process together with reverse routing activity helped
identify the final sample from data set 1,

7. The final data set 1 sample was subjected to exploratory factor analysis;

8. After exploratory factor analysis (EFA) of survey data in data set 1,
| matched together the two data sets achieving a final data set combining
individual customers’ perceptual (survey) and behavioural (loyalty card)
data;

9. | conducted a series of statistical analyses: correlation, regression,
sensitivity, moderation, mediation and one-way ANOVA analysis, in order
to answer the research question and to test my hypotheses
(Figure 1.5).

My high-level research framework (Chapter 2.4), was the summary of all
key elements creating the in-store experience for customers and a good starting
point for further research and statistical activities. It was holistic in nature and
covered all the insights from the existing literature. With this research
framework | was able to assess what kind of data was needed in order to
answer the research question. | identified two sets of secondary data, which
| could use for my analysis. To capture the in store experience, | used an
existing online survey in which store users were invited to participate after an
in-store visit. The second set of data was behavioural data (Clubcard data
provided by Dunnhumby). The survey data was based on recruited customers
who were asked to complete a questionnaire (Appendix C), which reflected

elements of my conceptual framework (Figure 1.4).
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Figure 1.5 Research project design. Source: Author
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As discussed earlier, this helped to measure the key elements of the
in-store environment and therefore helped later on to understand their
relationship with customer satisfaction, spend and also future behaviour. The
customer survey was performed by inviting store customers to complete an on-
line survey. Customers were invited by being offered a card with the website
address printed on it as well as information regarding rewards in Clubcard
points upon completion of the questionnaire. The research spanned all Tesco
UK Extra (large format) — 420 stores and Express (small format) — 1 700 stores.
All the customers invited to participate in the on-line survey were existing Tesco
Clubcard holders. This meant that the customers’ purchase histories were
available, as well as the possibility for the tracking of future purchases. This
survey represents data set 2 — behavioural data. The data were collected over
a period between April 2014 and June 2014, and collection was administered
online. | received responses from 69,695 customers and after cleaning all the
data (described in Chapter 3.4.5), my final sample consisted of 30 696
customers. This provided a large sample size, the overview of which is
presented in Table 1.1 | also divided the sample based on the shopping
mission, which gave me a better understanding of the purpose of the surveyed
customers’ shopping trip (Table 1.1). In order to be able to observe how
representative the final sample was, | added data concerning all Tesco
customers in the store’s Clubcard programme. This information confirmed that
the sample was perfectly representative of the target population (more details in
Chapter 3.4.6).

The data to which | had access represented ‘big data’ with a large
volume requiring special treatment with regards to information extraction,
cleaning, data integration and aggregation as well as modelling and analysis.
Furthermore, as the data were secondary data, it was necessary to run data
validation checks — for the survey, as well as behavioural, data. Having ensured
that the two data sets were of high quality and could be used in my research,
| performed a data cleaning process. The process aimed to remove errors in the
data as well as to identify inaccurate and incomplete entries. There were

several challenges in the field of heterogeneity and incompleteness. It is for this
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Table 1.1 Sample demographics and shopping mission. Source: Author

Active Tesco ALL surveyed Study Sample
Clubcard Holders Customers (Sample #1)
Store Format
Tesco Extra (420 stores) 25% 25% 100%
Tesco Express (1 700 stores) 75% 75% 0%
Gender
Male 30% 37% 35%
Female 65% 56% 57%
Undisclosed 5% 8% 8%
Lifestyle
Less Afluent 32% 35% 37%
Mid-Market 38% 35% 33%
Upmarket 27% 25% 26%
Undisclosed 3% 5% 4%
Age Group
Under 18 * N/A 3% 2%
18-24 N/A 12% 9%
25-34 N/A 18% 16%
35-44 N/A 25% 25%
45-54 N/A 22% 25%
55-64 N/A 17% 22%
65+ N/A 2% 2%
N/A N/A 0% 0%
Shopping Mission
For a specific item 10% 19% 6%
To buy fuel 1% 1% 0%
To buy fuel and items from the store 1% 1% 0%
To buy items from the store 1% 2% 0%
To do a main shop 45% 30% 54%
To do a top-up shop 27% 29% 32%
To pick up food for later 8% 8% 5%
To pick up food for now 7% 9% 4%
Sample Size
15 000 000 69 695 30 696

% Age group data is not available for Tesco active Clubcard holders due to different age measures vs. surveyed customers

reason that for the purpose of further analysis, the key steps were: sample
definition, exploratory factor analysis as well as matching between two sets of
data in order to run correlation/ regression/ sensitivity/ moderation/ mediation,
as well as one-way ANOVA analyses.

The final sample definition was applied to all the customers who
completed the on-line survey. In order to launch the survey, customers needed
to enter their Clubcard number, which helped during data preparation to track
the details of the customers’ shopping spend. In order to measure the selected
areas Likert-type questions were included. Unfortunately, Tesco used different
scales for some of the questions. This was done on purpose, in order to

measure some of the items separately and to produce forced choice where no
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indifferent option was available. It was a challenge for the consistency of the
data. That is why the cleaning and data verification process described above
was very important. However, the most common format was a 4-point scale,
which referred to the level of agreement with a given statement.
A Yes/No measure was also applied, as well as a descriptive five-point scale
starting from excellent to very poor performance in a given area. Details of the
guestionnaire are available in Appendix C.

Based on the coding and identification of all the items (Appendix D),
| knew that not many of the questions were posed to all respondents.
Customers were routed to different questions depending on the kind of store
visit — these consisted of the type of store they visited (Extra or Express), if they
visited the produce (fresh food) section, and the type of checkout used. Many
items were asked dependent on this routing. There were also many not
answered questions, depending on the relevance of the selected area (e.g.,
asking about car park access in situations where the customer didn’'t use the
car park). That is why | needed to do proper information extraction and
cleaning. This was a very important activity as the big data, which | had access
to were not in a format ready for analysis. The proper cleaning process gleaned
the required information from the underlying sources | achieved, helping to
apply sampling procedures.

My research sample was randomly selected from my earlier predefined
population of interest. This produced a representative and probabilistic sample
of respondents. Then, by applying reverse engineering routing, | could identify
a smaller sample, fully meeting all my requirements (described below). The
smaller sample, allowed me to generalise the results of the study to the entire
population. Based on this activity, | identified 22 different samples and items
corresponding to each of them (Table 1.2). | could observe, that the more
generalisable my sample was, the fewer items | could take into consideration
(only a small number of items were common across all 22 samples). That is
why, for my further analysis | chose the sample with the most items asked,
which made it closest to my research framework. This is sample #1: Tesco

Extra customers, who used the car park, visited the fruits & vegetable section
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and used manned checkouts. This sample represents 44% of all responses
(30,696 customers) and it provides the most items for the analysis — 23. Table
1.1shows the demographic description, as well as the shopping mission. This
descriptive sample is very similar to my full sample and all Tesco shoppers
using the Clubcard, thus making it a representative sample. It skews towards
women, which is representative for UK grocery shoppers. In discussing Tesco
Extra, the big format stores, the full shopping mission is dominant. It is also
representative for big-format store shoppers. In order to have the data to
conduct a full analysis, | clearly identified the Clubcard data specification
needed for the research (Table 1.3), which reflected the following, and which is
the part of my sample description (Table 1.2).
My Clubcard data had the following behavioural specifications:

» Transactional information (outlined below) for the time period Jan 2013 to
Oct 2014 reported weekly. If customers shopped more than once during
the week the average for that week was used;

= Shopping information for a shopping visit on a specific date from the
questionnaire;

» Lifestyle segment (details in Appendix E);

» Life stage segment (details in Appendix E);

= Date of birth;

= Gender.

The transactional information included for each purchase occasion within
the time period:

= Shopping mission on that occasion;

= Basket value (spend);

= Basket value (spend) by division: grocery food/ grocery non-food/ fresh
food,;

= Spend on own label (home brand) across 3 value tiers (basic/ regular/
premium);

»= Spend on items in the promotional offer;

» Date of visit;

=  Store format.
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Table 1.2 All identified sub-samples. Source: Author
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The variables were reported weekly and if the customer shopped more
than once during the week, the average was used. It is important to highlight,
that Clubcard data is managed by the Dunnhumby company, which is part of
Tesco. Dunnhumby is the world’s leading customer science company, gathering
till data of Tesco customers. Based on those data the company provides
insights concerning the customer shopping-experience, in-store merchandising
strategies, category development strategies and all other actions helping to
build customer loyalty while developing sustainable business performance.
| use Dunnhumby data as secondary data in my research. As | described,
| wanted to cross match it with survey answers in order to analyse if there were
any relationships between the data, which could help me answer my research
guestion.

In my final behavioural and survey data specification (Table 1.3)
| included key research constructs from the survey, obtained while conducting
my EFA (described below, and also in Chapter 3.4.8). There was, however, one
item addressed to all the customers, and gleaned directly from the survey for
the purpose of the research: ‘How would you rate your overall satisfaction with
this store on your recent visit.” A Likert-type five-point scale was used to
measure this in the survey. For the purpose of the research, | labelled it:
‘Overall shopping satisfaction.’

After cleaning the data using SPSS software, | achieved a complete list
of relevant items asked of sample 1 (Table 1.4). In order to make better sense
of all the items asked of 30,696 customers, | conducted a factor analysis.
Mapping these items to the a-priori constructs in my conceptual framework
meant that | was able to look at most of my in-store experience constructs.
However, there were some items which could better reflect the measured
constructs. Nevertheless, | could also demonstrate that for the constructs | do
have (Table 1.3), there are many items which are likely to get a very good
measure of these aspects of the in-store experience. | performed an exploratory
factor analysis to investigate the variable relationships between the items,
allowing the identification of several underlying factors testing my a-priori

assumptions regarding aspects of a customer’s in-store experience.
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Table 1.3 Final survey and behavioural data specification. Source: Author

Data Specification

Survey Data

Behavioural Data (Clubcard)

Visit date

Overall shopping satisfaction
Assortment

Retail atmosphere/ Layout
Checkout service

Personalised customer service

Demographics

Shopping mission

Total basket spend
Grocery food spend

Basic own-label spend
Regular own-label spend
Premium own-label spend
Grocery non-food spend
Fresh food spend

Spend on promotions
Total basket spend next week

Number of visits next week

Those factors formed the basis for my final,
framework creation (Figure 1.6). However, in order to conduct the full analysis
and to answer my research question, | needed to incorporate the Clubcard data,
described in Table 1.4. Based on the data availability discussed earlier, and the
results from my factor analysis, | arrived at a revised research framework to
address the research question (Figure 1.6). The final research framework,
therefore, consists of four key in-store experience constructs: product quality

and availability, in-store environment and layout, checkout service, personalised

customer service.
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Figure 1.6 Narrowed research framework. Source: Author

It is important to note, that my four in-store experience final constructs
are key aspects from an academic and retailer perspective. It was already
identified in my literature review that assortment, customer service and retalil
atmosphere/layout have a significant impact on customers. They are also
elements in which retailers invest extensively, in order to improve the customer
shopping-trip and to become more competitive. That is why from a research
perspective, contribution to existing knowledge and practice, it will be very
interesting to observe what kind of impact the above constructs have on
customer behaviour. Furthermore, knowing that retailers are investing
significant amounts of money into these constructs, it will be able to observe
and to rank them according to their impact size and gauge return from a one
unit investment.

Having achieved my final, narrowed research framework (Figure 1.6),
| constructed a series of hypotheses (Figure 1.7), which all together gave me
a detailed view on the researched topic and, after testing, helped me answer my
research question.

As a result of regression and correlation analyses, | could observe the
following implications for my lists of hypotheses listed in Table 1.5. This table

shows the summary of my hypothesis testing based on my research results.
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Table 1.4 Final list of the items asked. Source: Author

Construct Item Code

Item description

Social Environment
SRV3
Retail Atmosphere/ Layout
ACC2
ENV1
ENV2
ACC1
EASE
Assortment

QLT1
QLT2

STK1

STK2

STK3
STK4

In-Store Brand Communication

SR

Service Interface
SRV1
SRV2
SRV6
SRV7
SRV8

SRV

SRV4

SRV5
Critical Incidents

SRV11
Overall Shopping Satisfaction

SAT

The store staff were dressed smartly and appropriately.

| could getin and around the store easily.

The store was clean and tidy.

How would you rate the overall look and feel of this store.
| could getin and out of the car park easily.

How easy did you find your shopping experience?

| was satisfied with the quality of fruit and vegetables | saw in
the store.
The fruit and veg looked appealing and well cared for.

The store has a good range of products (the selection of
products that you had to choose from for the size of the store).

| was satisfied with the level of stock (whether the products you
wanted to buy had sold out).

| was satisfied with the level of stock on fruit and veg.

The store has a good range of fruit and veg.

How much do you agree with the statement ‘This Tesco store
has community initiatives that help the local area’?

The store staff made me feel welcome.

The store staff were helpful.

The checkout staff greeted you.

The checkout staff offered to help you pack.

The checkout staff gave you full attention while serving you.
How would you rate the overall customer service and staff
helpfulness?

| was satisfied with the length of time | had to wait at the
checkout.

Did you need any assistance whilst shopping today?

Was there a member of staff who did something special on your
recent visit?

How would you rate your overall satisfaction with this store on
your recent visit?
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Figure 1.7 Model of hypotheses. Source: Author
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1.4 Research methods

1.4.1 Philosophical positioning

In my ontology, which are philosophical assumptions regarding the
nature of reality, | took the realism approach (described also in Chapter 3.2.1).
This approach, a traditional position, emphasises that the world is concrete and
external and that science can progress only through observations that have
a direct correspondence to the phenomena being investigated (Mehrabian &
Russell, 1974). This is an extreme position, which was modified, pointing out
that the difference between the laws of physics and nature, and the knowledge
or theories that scientists have above this law. It assumes that the ultimate
objects of scientific inquiry exist and act quite independently of scientists and
their activity. This is contrary to the debate concerning relativism. In this
approach, we assume that scientific laws are not just there to be discovered,
but they are created by people (Mehrabian & Russell, 1974). This means that
the ‘truth’ of a particular theory or idea is led through discussion and agreement
between the main protagonists. In the retail research field there are much
evidence available for all protagonists but none of them is actually accepted as
definitive by all, supporting different views at the same time. The relativist
position assumes that there may never be a definitive answer to the debate,
which is not the case of my approach.

Epistemology, is mainly about different ways of inquiring into the nature
of the physical and social worlds (Mehrabian & Russell, 1974). It has formed the
ground for debate among many scientists as to how social science should be
conducted: positivism and social constructivism. Interestingly, there are no
scientists holding only one sole position. Positivism, in general, refers to
philosophical positions that emphasise empirical data and scientific methods.
This tradition holds that the world consists of regularities, that these regularities
are detectable, and that the researcher can, therefore, infer knowledge about
the real world by observing it. Positivism provides the best way of investigating
human and social behaviour and I've taken this approach in my research study.

Furthermore, a positivist approach provides a hierarchy of methods.
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Experiments are considered ideal because of their ability to determine
causality. Although, this method is often difficult to employ in the social sciences
due to practical and ethical issues, for my research objectives this approach
suits well. Statistics is a second-best approach, well-suited for making
generalisations. Comparative methods, as well as case studies, are primarily
used for theory testing/building. Social constructivism was developed in reaction
to the application of positivism to the social sciences and while taking this
approach one takes the view that ‘reality’ is not objective and exterior but
socially constructed and given meaning by people (Mehrabian & Russell, 1974).
One can assume that this means that ‘reality’ is determined by people rather
than by objective and external factors. The focus is on what people individually
and collectively are thinking and feeling. Attention is focussed on the ways
people communicate with each other, both verbally or non-verbally. That is why,
while taking this approach researchers attempt to understand and appreciate
the different experiences that people have, rather than looking for external
causes and fundamental laws to explain a behaviour. As in my research,
| assume that the in-store experience exists, it has an impact on customers and
| formulate measures to evaluate this. That is why a positivist approach is taken
in my research.

The methodology used in the research is connected to the position
taken. Knowing that from the perspective of ontologies, realism is accepted as
an approach and the epistemology is positivism, this defines the methodological
approach for this particular study. In my position though, | assume that there is
a reality, which exists independently of myself, and it is the job of research to
discover it. In my particular case, it is the impact of the in-store experience on
customer behaviour. | designed my research in order to create key factors to be
measured precisely in order to verify or falsify the hypotheses. In my approach,
| knew that reality could be accessed directly, that is why conducting surveys of
large samples of individuals helps to intersect with the reality indirectly. My data
here is expressed in quantified form, which helps to create propositions which
were tested and from which new ideas develop. My research objective is to

provide accurate indications of the underlying situation, which | am researching.
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1.4.2 Theoretical positioning

In order to develop my research framework, | needed to review the
theoretical background of the customer-experience construct. This knowledge
helps to better understand the overall structure of the conceptual model and the
detailed role of its elements (i.e., creating and influencing the customers’
shopping experiences).

Some of the first work concerning the impact of the store environment on
customer behaviour dates back to 1950 and 1960 (Cox, 1964; Kotzan &
Evanson, 1969; Martineau, 1958; Smith & Curnow, 1996). The term ‘store
atmosphere’ was used and defined for the first time by Kotler (1973). It was
used to describe the planning of the environment to create certain effects on
buyers. Kotler (1973) affirms that a product goes beyond the tangible aspects
normally associated with it and that a planned environment has an impact on it.
Based on this one can conclude that shopping trips can be very complex,
considering the number of stimuli shoppers encounter both inside and outside
the store (Esbjerg et al., 2012). However, the empirical studies examined for
this literature review, are mostly based on studying customer behaviour within
the store. The techniques identified in the research papers include (1) analysis
of records; (2) observations; (3) interviewing; (4) controlled experimentation.

Most of the reviewed papers focus on customers’ perceptions of the
in-store shopping experience, which is a holistic construct in nature and
involves the customer’s cognitive, affective, emotional, social and physical
responses to the retailer (Bell et al., 2011). That is why the majority of in-store
studies are based on the PAD Emotional State model (Mehrabian & Russell,
1974) concerning the impact of the environment on behaviour. This theory
proposes three basic emotional states which mediate approach-avoidance
behaviours in any environment: Pleasure-displeasure; Arousal-non arousal and
Dominance-submissiveness (PAD). Based on this theory, store environment
could affect customer behaviour in several ways. Certain response of human
beings to the environment may be conditioned or hard-wired into the human
brain. For example, for a racetrack store layout, shoppers may follow the path

defined by the layout with little thought or emotion aroused by the layout
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(Levy & Weitz, 1998). In the work of Mehrabian & Russell (1974) one can
observe, that in a variety of settings (schools, hospitals, homes, etc.), emotions
affected by the environment can be fully described by three states, pleasure,
arousal and dominance (PAD). Interestingly, for many years the majority of
studies on emotional response to store environment have adopted this
paradigm, providing evidence that shoppers’ emotional states can be largely
represented by the PAD dimensions (Babin & Darden, 1996; Bellizzi et al.,
1983; Donovan & Rossiter, 1994). These studies also show that emotional
responses lead to a variety of behaviours and outcomes, such as how long
shoppers stay and how much money they spend inside a store. Other studies
use different scales that include some emotion measures (Bellizzi et al., 1983).
However, many of these measures are similar to those found in the PAD
dimensions, which is why | keep it as the dominant, theoretical positioning in my
research thesis (described also in Chapter 3.2.2).

1.4.3 Data collection and methodological choice

The research framework was crucial for my data collection and
methodological choice process. It was developed alongside the narrowing of my
research study. First, based on a theoretical approach and the results of my
literature review, | developed a ‘complete customers’ shopping path framework’
(Figure 1.3). Then, | identified the most important, from my research point of
view, elements impacting customer behaviour, as well as customers’
behavioural responses. This helped me understand which elements constitute
delightful and unpleasant shopping experiences, having the biggest impact on
customers and their behaviour. Based on this, a new model was developed with
the major factors influencing customers’ shopping trips. These are identified and
their key elements are highlighted (Figure 1.4). As | was attempting to narrow
my study, | have not addressed other determinants, which were the part of the
customers’ complete shopping path (described in my literature review). My
framework includes dependent variables (spend, shopping satisfaction and
number of visits) in order to check how they are impacted by in-store

experience constructs. | used this framework as the basis for collecting data.
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These data were then analysed and a final research framework was achieved
(Figure 1.6), which helped me build my research hypotheses.

The choice of methods, which | used, was also influenced by the data
collection strategy, the type of variable, the accuracy required, the collection
point and also my skills. The most important aspect in this process is the
identification of which method will best help answer the research question.
While looking at this process through the perspective of my research project, it
is very important to mention that in order to study the variables of interest,
researchers may also use existing data, collected for an entirely different
purpose. This was the case in my research. | used secondary data in order to
answer my research question. As a member of the Tesco senior leadership
team, for my research, | attempted to collect primary data for more than
12 months. This was very difficult to achieve and in the end due to significant
changes in the business, | was unable to do so. However, | was able to access
two valuable sources of secondary data: survey and Tesco Clubcard data,
which, in my case, represented customers’ behavioural data. This would
constitute an important contribution to both knowledge and practice, as not
many studies have investigated the direct effects of store environment and the
mediating role of physiological states in the relationship between store
environment and shopping behaviours. There are also very few studies where
academics are granted access to those kind of data, as well as the experiments
performed in a real, in-store environment context. However, before making the
decision regarding secondary data collection, | needed to make sure that
I would have solutions for the following challenges (Vartanian, 2010):

¢ have full access to all the necessary data;
e be able retrieve the data necessary;
e ensure that the available data meets all research quality and
methodological criteria;
¢ remain fully aware of the original context of collecting the data.
Knowing the above challenges, | went through them one by one in order to

ensure that the data could be used in my research process.
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The survey data were based on recruited customers, who were asked to
self-complete the questionnaire (Appendix C) designed to reflect the conceptual
framework (Figure 1.4). As discussed earlier, this helped me measure the key
elements of the in-store experience and therefore helped to understand the
relationship with customer satisfaction and spend. The data were collected over
a period from April 2014 to June 2014, and the survey was administered
on-line. | gained responses from 69,695 customers. This provided me with
a large sample size whose overview is presented in Table 1.1. | also divided the
sample based on the type of shopping mission. This gave me a better
understanding regarding the purpose of the surveyed customers’ shopping trips
(Table 1.1). The sample achieved is perfectly representative of the target
population, particularly when taking into account the fact that data pertaining to
Tesco Clubcard holders is included. As the survey data presented a large
amount of data, | needed to work on the quality of it. There were a variety of
scales used and not all the questions were posed to all respondents.
Furthermore, there was a need to spend a substantial amount of time preparing
the data and making sure that it fully reflected my research framework
(Figure 1.4).

In order to answer the research question | needed behavioural data,
which | could match with the survey data. It is important to highlight here, that
behavioural data of Tesco customers is managed by Dunnhumby, which is
Tesco’s Clubcard provider. Dunnhumby is the world’s leading customer science
company, gathering till data of Tesco customers. Based on those data, the
company provides insights concerning the customer shopping-experience,
in-store merchandising strategies, category development strategies and all
other actions helping to build customer loyalty while developing sustainable
business performance at the same time. Dunnhumby UK receives a daily data
feed from Tesco UK IT that the customers' unique ID (not their Clubcard
number, but a masked ID linked to the Clubcard number) as well as their
product number-level purchase behaviour (i.e., items, spend, quantity). The
purpose of this data feed is to be able to perform in-depth customer analysis

based on the individual's unique shopping behaviour to better understand the
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drivers behind business performance. Examples of analysis include, but are not
limited to: customer segmentations, customer category engagement,
promotions performance and attractiveness, product substitutability and
targeted communications. A large part of the transactional information includes
information concerning private label (home brand) spend. Segmentation in
Tesco’s private home-brand label starts from the cheapest (basic), then the
most popular products at competitive prices (regular), and finishes with
premium products for upmarket customers (premium). | also added the ‘Tesco
loves baby’ private label, which covers all food and non-food products for
babies. The spend for items being in the store’s promotional offer were data
concerning all the products currently being in special offers, all showing price
cuts in comparison to the last price level. All the listed variables were reported
weekly (when the customers’ visits took place) and if the customer went
shopping more than once during the week, the average was used. All the above
data represented a huge base of different information along my journey of
looking for the relations between in-store experience and customer behaviour.
In summary, my secondary data came from the online survey (data
set-1) and customers’ behavioural data from the Clubcard data base (data
set-2). All my secondary data presented a large amount of data, i.e., big data.
There are many challenges, which | faced while trying to create value from the
big data which | had access to. Mainly, this involved gaining access to the data
first, and then information extraction and cleaning, data integration, modelling
and analysis, interpretation and deployment. In the literature, many discussions
of big data focus on only one or two steps, ignoring the rest (Chen et al., 2012;
Chen et al., 2015; Jagadish et al.,, 2014). Fortunately, in the case of my
research project, | overcame the following challenges: data access,
heterogeneity of data, inconsistency and incompleteness, timeliness, privacy,
visualisation and collaboration as well as tools ecosystem around big data
(Huang & Huang, 2015). The data also required special treatment concerning
information extraction, cleaning, data integration and aggregation as well as
modelling and analysis. Furthermore, as the data were secondary data,

| needed to run data validation checks, which is described in Chapter 3.4.
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Having ensured that the two data sets are of high quality and can be used in my
research, | applied a data cleaning process. The process was aimed to remove
errors in the data as well as identify inaccurate and incomplete entries. There
were some challenges in the field of heterogeneity and incompleteness. That is
why the sampling activity was very important for my research process and
helped identify 22 samples from which, | chose the final one. In order to make
more sense of the final chosen sample, | first conducted exploratory factor
analysis. This helped me observe the relations between the data, which
resulted in a framework of dimensions of customer experience (Figure 1.6).
Based on this framework | could join two sets of my data to achieve one final
data set combining customers’ survey answers and their individual behaviour.
After applying a series of statistical analyses (correlation, regression,
moderation, mediation and one-way ANOVA), | could observe which in-store
experience elements have the highest impact on customer behaviour. This
helped with validating or rejecting hypotheses, at the same time answering my

research question. There are more details concerning the process in Chapter 3.

1.5 Summary of findings

It is possible to group my findings into two areas: findings from the
extensive literature review and findings from the statistical analysis of my two
data sets (survey data and behavioural data). As part of my literature review,
| studied the findings on different levels of aggregation which helped me better
understand the individual environmental in-store elements, which include music,
noise, colour, scent and furnishing. In addition, | applied a more aggregated
level in order to create groups and study them: ambience, design and social
factors. While analysing these findings, | could observe that the store
environment affects emotions, behaviours and cognition, which was
a significant conclusion and provided direction for my further research process.
| could also observe that different enduring aspects of the store environment
influence customers’ shopping trips and that by improving it, retailers could
encourage customer loyalty. Furthermore, based on studies analysed, | could

conclude that shopping trips can be very complex, considering the number of
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stimuli shoppers encounter both inside and outside the store (Esbjerg et al.,
2012). This was a very important insight for the creation of my final research
framework. It helped me understand which elements constitute delightful and
unpleasant shopping experiences, having the biggest impact on customers and
their behaviour responses. Furthermore, my literature review helped identify,
that through achieving the answer to my research question, | would be able to
provide clear indication for retailers in terms of which elements of the in-store
experience cues impact customers’ behaviour most and which ones provide the
highest return from one unit of investment. | identified that it is very important for
the industry, as retailers can control many in-store experience factors and it can
be seen that different markets in different formats, different retailers invest in
different in-store experience determinants, without really understanding their
detailed impact on customers. In my research, | addressed all the factors and
attempted to see which factor has the biggest value for customers and at the
same time for retailers; which creates loyalty from an increased shopping
experience and which one drives retailers’ sales from increased customer
spend. Even identifying the factors which have a very small impact on spend
could be extremely important to retailers. As mentioned at the beginning of my
thesis (Chapter 1.1) — in such a competitive retail environment, even finding
a way to increase sales in like for like terms of about 1% may decide about
a retailer’s success or failure.

With the final research framework a result of EFA, | conducted a series of
correlation and regression activities. Looking at the correlation matrix (Table
1.6) , | could observe, significant relations between overall shopping satisfaction
and my key in-store experience constructs. Also, considering the size of the
sample, | could expect several correlations to ‘total spend on a visit day’ as well
as impact on average number of visits next week. In order to make more sense
of this information and to verify which construct has the biggest impact on
satisfaction, | decided to perform a regression analysis, combining all proposed

and researched models (Table 1.7).
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satisfaction, total spend on a visit day, and average number of visits week after.
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Model A in Table 1.7 (in-store experience impacts on overall satisfaction)
shows that the adjusted R2 of my model is 0.595. This means that the linear
regression explains 59.5% of the variance in the data. This is a clear indication
that the key four in-store experience constructs explain a substantial amount of
overall shopping satisfaction. As beta expresses the relative importance of each
independent variable in standardised terms, | could observe which of the key
factors from my model are significant predictors of overall shopping satisfaction.
Following an analysis of coefficients, | observed that the variable with the
largest impact on overall shopping satisfaction is in-store environment and
layout (beta=0.423), together with product quality and availability (beta=0.354).
However, | could see that all four factors have a significant impact on overall
shopping satisfaction. | could conclude therefore, that these 4 aspects of the
in-store experience significantly impact satisfaction. While analysing results for
model D, | could observe a very small relationship between spend and overall
satisfaction which does not, however, fully explain variance in the data
(R2 approx. 0) but the coefficients are significant. | could also observe some
level of correlation between the two constructs (Table 1.9).

As an alternative to regression, | decided to investigate the data using
scatter plots and conducting one-way ANOVA tests, in order to see if even
without having the linear regression, | would be able to observe some patterns,
particularly with the highest values for spend and satisfaction (Figure 1.8).

While analysing the graph, | could observe many variations on an
individual level (explaining why the regression’s R2 was so low). | could also
see that the highest values are assigned to the highest overall level of shopping
satisfaction. That is why, | could assume, that the overall level of satisfaction
influences overall spend. The linear regression is not strongly visible, but its
relationship to the average spend size is visible. In the same way | decided to
check, if overall satisfaction has an impact on the frequency of visits — model E
(in Table 1.7). | could also see that the average number of visits week after
increases with a higher overall satisfaction rating and the results are significant,

which is also supported by my model E (Table 1.7) Furthermore, | could
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Dependent variable

Total spend on a visit day Average N. of visits week after
Model Mean Scatter plot Mean Scatter plot
Overall shopping o0 ol
satisfaction 0
2000.004
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3 22 s 22 3
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Significant parameters arein bold

Figure 1.8 Individual-level variations for total spend and average number of visits
week after. Source: Author

observe that for the highest level of satisfaction there are more frequent visits.
That is why, | can conclude that when you have a positive experience, the
number of visits increases. | also wanted to observe the impact of the four key
in-store experience constructs being researched, on the number of visits the
week after. Looking at model C (Table 1.7), | could observe that product quality
and availability together with personalised customer service have a positive
impact, but at a significance level of 0.05. In-store environment and layout
impacts the average number of visits week after with a p value at a level of
0.01. Checkout service negatively impacts the average number of visits the
week after but the results are not significant. This makes sense as we can
observe that already personalised customer service has positive impact. That is
why | can conclude that in-store experience influences the average number of
visits the week after, with in-store environment and layout playing the biggest
role in it.

Being aware that | could observe the impact of satisfaction on spend and
the frequency of the visits, | researched the impact of my key customer
experience framework constructs on spend itself (model B). The four factors

from the research framework were independent variables. Analysing the
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regression results (Table 1.7), as expected, | could see small R2 values.
Keeping in mind that the sample size is very large, even small R2 values are
likely to represent real relationships in the data (not occurring by chance). This
could also be rationalised by thinking about how big an impact we expect the
environment to be in grocery shopping. It may provide incremental benefit but
| don’t expect it to be the main driver compared to more important ones from the
customers’ perspective, like for example the need to eat or proximity of the
store. Therefore, | expect the experience to only contribute a little (small R2) but
if identifying the factors which have even a very small impact on spend, this
could be extremely important to retailers.

My findings are significant, however there are different characteristics
concerning satisfaction and its impact on spend at an individual level. Having
limited information regarding the variability among individuals, makes it difficult
to explain. Only in-store experience factors are included in the present
research, and it is not possible to explain in any great details why person 1
might spend more than person 2 (other factors may include disposable income,
household size, psychology, communication activities, competitors’ actions,
store proximity, promotions etc.). Therefore, much of the variability in spend and
visits is likely to be explained by other aspects, not just shopping experience.
This explains the low R2. If | managed to measure and include all those other
factors, then | might be able to explain why person 1 spends more than person
2 much more accurately, achieving a higher R2. Nevertheless, the coefficients
are significant, that is why | can assume that there is a linear relationship
between the variables. Keeping this in mind, there is negative correlation
between spend on a visit day and Factor 1 (product quality and availability)
together with Factor 2 (in store environment and lay out). There is also positive
correlation between Factor 3 (checkout customer service) and Factor 4
(personalised customer service). That is why, knowing, that the results are
significant, | can conclude, that in-store experience elements from my
framework do, indeed, impact spend during the visit day. Those findings are
very interesting as they show the relative impact of various in-store experience

constructs on overall spend.
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Having established my research model, | analysed how the in-store
experience constructs are impacting different kinds of spend on a visit day.
| created a shorter version of my correlation matrix focusing only on shopping
basket data (Table 1.8) to see if there is any correlation between in-store
experience elements and different kinds of spend. Looking at my linear
correlation data, | can assume that there is a causality between in-store
experience, spend during the visit day and week after, some specific food
categories and the number of visits the week after. Better assortment (in my
case, product quality and availability) means people are more likely to increase
spending on basic categories, and reduce spending on regular and premium
categories, thus reducing their spending size overall. This is very interesting, as
it may mean that good availability means customers do not upgrade items as
they cannot find all they want (so they spend less). However, this factor
positively influences the amount of money customers spend the week after.
This makes sense, as product quality and availability positively impacts overall
shopping satisfaction which is reflected in the amount of money spent the week
after, when customers can plan their shopping trip based on the experience
they had previously. It also positively influences the number of visits the week
after. A better in-store environment and layout means that customers seem to
spend less, in general, across the categories as they have fewer options for ad-
hoc buying. Nevertheless, they are more satisfied, which may be also due to
a less crowded store and higher ease in shopping. A worse layout could mean
that people come across items they did not plan to buy (e.g., additional product
stands). Both customer service factors seem to have an overall positive effect
on sales across all measured categories and also during the visit the week
after. Very interesting is also the fact, that overall shopping satisfaction has
a positive impact on customers’ behaviour the week after (spend and number of

Visits).
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While doing the mediation analyses, | could observe that my Factors 3
and 4 (checkout service and personalised customer service) are mediated by
satisfaction, whereas the impacts of Factor 1 (product quality and availability)
and Factor 2 (in-store environment and layout) are suppressed by overall
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shopping satisfaction. By this | can conclude, that the positive impact of Factors
1 and 2 on satisfaction is lessening their total impact on next week’s spend.
| can also conclude, that F1 (product quality and availability) and F2 (In-store
environment and lay-out) increase satisfaction, which in turn increases spend
next week. This relationship is significant at a level of 10% (Table 3.15).
However, we cannot forget that F1 and F2 also have negative direct impact on
spend next week. Nevertheless, the increase in visit satisfaction which comes
from high levels of F1 and F2 helps to reduce their negative direct impact. The
indirect impact (the impact through satisfaction), however, is relatively small
once compared to total impact, which means that there is still a large effect
remaining unexplained by satisfaction.

In order to better understand what kind of investment in the researched
constructs will result in a specific outcome in terms of the measured variable,
| conducted a sensitivity analysis. This helped me better understand and predict
the value of the dependent variables based on the change in independent
variables. | could observe the impact on spend of a one unit increase in my
researched factors. From a practitioner’s perspective, the findings regarding
sensitivity analysis are of importance. They clearly show retailers in which
in-store experience constructs they should invest. It is visible, where the highest
return from one unit investment in the researched factors can be expected.
Interestingly, my sensitivity analysis indicates, that a better and more clinical
layout improves satisfaction most (by 0.4 points), positively impacts the average
number of visits next week, however decreases spend by £2.59. Considering
the fact, that this figure is the spend during the visit per customer, it represents
a large amount of money for the retailers being visited by several millions of
customers, daily. On the other hand, it represents a large opportunity for
retailers with a clinical layout, to make it more congested, less satisfying for
customers but generating higher spend on a visit day. While looking at
customer service constructs, | could see that investing one unit in personalised
customer service will increase a customer’s spend by £4.40. This is the highest
value to come from my sensitive analysis, which helps to prioritise the retailers’

investments. Improving checkout service and individualised customer service,
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all together can increase the spend by more than £6.00. Considering that the
average basket size for the big format retailer in UK is £30.00, the £6.00
represents a significant amount of additional sales and gives clear direction
where the biggest opportunities to sell more are. It is high enough to
compensate on a possible sales miss coming from increased shopping
satisfaction due to better layout. Customer service constructs not only have the
highest return from an investment, in terms of spend but also improve
satisfaction and the average number of visits week after. This provides clear
indication for practitioners as to where to invest in order to increase sales and
customer satisfaction, as well as the detailed implications this has in terms of
customer behaviour.

Based on my conceptualisation and initial research results, | developed
a series of hypotheses. Table 1.5 shows which of these hypotheses can be
supported and which were not supported. My findings indicate which constructs
have the biggest impact on customer behaviour and are beneficial and hold
a high contribution value for practice and for academia.

The above findings are summarised in the form of a graph (Figure 1.9)
This high level summary shows that in-store experience impacts overall
shopping satisfaction, spend, average number of visits week after, as well as
spend week after. What is very interesting, is the fact that different constructs
are impacting dependant variables differently. The key observation is that
overall shopping satisfaction positively impacts spend on a visit day, spend next
week together with the average number of visits week after. Knowing that
overall shopping satisfaction is positively and strongly influenced by customer
service constructs, provides clear indication which in-store experience cues
have the most impact on customers and can bring biggest benefits for retailers.
Very important is also the finding which indicates that two of the researched
factors (product quality and availability, together with in-store environment and
layout) have a positive impact on overall shopping satisfaction but a negative
impact on spend during the visit day. This provides retailers with direction with

regards to how to increase basket size but also indicates the limitations and
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negative impacts on customers. These also need to be taken into account when
creating retailing strategies.
All this provides a significant contribution to the knowledge and practice,

described in the next section.

Average
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satisfaction after after

In-store environment
and layout

$ =
Product quality and q}
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Overall shopping
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Figure 1.9 Research project findings overview. Source: Author

1.6 Discussion of research findings and contribution to
knowledge

With the exception of Donovan and Rossiter (1994), no study has
investigated the multiple effects of the store environment simultaneously. Some
environmental elements may have multiple impacts on shopping behaviours. In
my research project, my aim was to observe what kinds of key elements of the
in-store environment impact overall shopping satisfaction the most. | also
wanted to analyse what kind of impact these have on spending (during the visit

day and next week), different kinds of spending and customer behaviour.
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| aimed to determine how impactful | expect the in-store experience and its
constructs to be in terms of grocery shopping.

My study reaches the general conclusion that in-store experience
constructs (product, service and in-store environment perceptions) do impact
overall shopping satisfaction, spend, spend week after and number of store
visits week after. Furthermore, | could observe the impact of specific in-store
experience constructs on spend. Consistent with previous research, the positive
effect of a pleasant store atmosphere on customers’ reactions could be clearly
demonstrated (Donovan & Rossiter, 1994; Spies et al., 1997), however, unlike
previous research, | also observed a detrimental impact of a pleasant
experience on spend. The overview of my researched model based on which

| arrived at the following findings, is presented in Figure 1.10.
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In-store experience
constructs
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visit day week after week after

Figure 1.10 Overview of the researched model. Source: Author
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| created a contribution matrix (Table 1.9) which clearly shows the impact

of the in-store environment constructs on customers and their relevance.

Table 1.9 Study contributions. Source: Author
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1.6.1 In-store environment and layout

From this research it is evident that in-store environment and layout have
the most impact in terms of in-store experience constructs. They significantly
impact customers’ overall shopping satisfaction and also have a positive effect
on the number of visits week after. Nevertheless, these constructs have
a negative impact on spending. This is a very interesting insight as it means that
customers may not be extending their shopping lists when in-store due to fewer
opportunities of ad hoc and impulse buying. This is a clear contribution to store
layout management and provides insight for retailers. Clear aisles and fewer
additional displays improve overall shopping satisfaction but at the same time
decrease the overall spend. This is also connected with a crowded environment
negatively impacting shopping satisfaction. In-store environment and layout is
also suppressed by overall shopping satisfaction, meaning that their positive
impact on satisfaction is lessening their total impact on next week’s spend. It
increases shopping satisfaction, which in turn also increases spend next week
(reducing its direct negative impact on this variable). Overall, those are
important insights for practitioners, meaning that retailers need to find the right
balance between achieving an appropriate level of shopping satisfaction and

spending through using the in-store environment as the regulatory variable.

1.6.2 Product quality and availability

Product quality and availability also highly impacts the overall shopping
satisfaction. Together with in-store environment and layout, those two
constructs have the biggest impact on customers’ shopping satisfaction.
However, it also has a negative impact on spend during the visit day, which is
very interesting from a retailer’s point of view. My research clearly shows, that
the better product quality and availability, the less customers spend. With lower
availability, customers spend more due to a lack of options of buying the
products they are looking for. Customers come to the stores with a shopping list
and the logic here is that if they cannot find the item they are looking for it
means that they may need to buy a more expensive substitute. Interestingly,

this relates to all the food categories researched. This factor also has an
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interesting impact on customers’ spend week after. Good availability means that
customers do not spend more during the visit day as they do not need to
upgrade their items (they can find everything) however they spend more week
after, which is also connected with this construct’s positive impact on overall
shopping satisfaction. | also found that this factor is mediated by satisfaction,
which means that it increases shopping satisfaction. This, in turn, increases
next week spend (reducing its direct negative impact on this factor). It also

positively influences the number of visits the week after.

1.6.3 Checkout customer service

Checkout customer service positively impacts overall shopping
satisfaction as well as spend on a visit day. It also has a significant impact on
driving promotional sales. This construct is also mediated by shopping
satisfaction in what concerns next week’s spend. This is a clear indication for
retailers with regards to where to invest in order to improve shopping

satisfaction, as well as basket spend.

1.6.4 Personalised customer service

This construct has the highest impact on customer behaviour of all
measured constructs. It has the strongest and most positive impact on spend on
a visit day. Although it also has a positive impact on overall shopping
satisfaction, this is not as strong as with the first two constructs (in-store
environment and layout, product quality and availability). It is also mediated by
shopping satisfaction in what concerns the spend next week. Its biggest impact
however is on spend during the visit day and it is visible from my sensitivity
analysis that it also gives the highest return from one unit of investment. It also

positively impacts the number of visits next week.

1.6.5 Overall shopping satisfaction

All the above in-store experience constructs positively impact overall
shopping satisfaction. However, in-store environment and layout, together with

product quality and availability have the biggest impact. Furthermore, shopping
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satisfaction has a very positive impact on all other customer behaviour
measures: spend during the visit day, spend week after as well as average
number of visits week after. This is a very important directive for retailers as it's
necessary to remember that for example, a more congested in-store
environment and layout increases average spend on a visit day, but negatively
impacts shopping satisfaction. This, in turn, negatively impacts future customer
behaviour (spend and number of visits). This research proves how important the
implications of shopping satisfaction are on overall customer behaviour. It is
also important to note that my research model, with access to the responses of
30,696 customers, identified what impacts shopping satisfaction most, as
described above.

To achieve my research goals, | used big data for analytical purposes.
Using large datasets promises to give new insights into questions that have
been difficult or impossible to answer in the past. Furthermore, the strength and
contribution of this study is not only the large sample size of the survey but also
the ability to match this sample to the behavioural, not declarative, data which
was not addressed in the case of former research. In addition, | observed from
my systematic literature review (Appendix A) that no previous published
research studies focused on so many in-store experience constructs and their
impact on customers, as did mine. Summarising my contribution, my analysis
showed, that the overall satisfaction is mostly impacted by the in-store
environment and layout, together with product quality and availability. This
confirms former findings, that these two constructs have significant impact on
overall customer satisfaction and behaviour (Babin et al., 1994; Eroglu &
Machleit, 1990; Kaltcheva & Weitz, 2006; Shankar et al., 2011; Theodoridis &
Chatzipanagiotou, 2009; Verhoef et al., 2009). However, none of the analysed
papers or research simultaneously evaluated the impact of those constructs on
spend. | also did not find any study, which analysed these four constructs using
such a big sample combined with actual, behavioural data (not declarative
data). There were always separate studies concerning the impact of in-store
environment physical elements on customers, or only the service construct,

itself. Therefore, from this perspective, my research concerning the overall
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shopping satisfaction makes a contribution to existing knowledge helping to
rank my researched constructs based on their importance for customers.
Furthermore, it shows, that in-store environment and layout have the biggest
impact on creating overall satisfaction from the shopping trip. It is more
important than personalised customer service or even checkout customer
service. It substantially helps to rank these key constructs, based on their
proven importance for customers’ overall shopping satisfaction. It also
contributes to the discussion concerning the importance of customer service
versus other in-store experience constructs (Arnold et al., 2005; Bitner, 1992;
Esbjerg & Bech-Larsen, 2009).

The objective of the research project was also to verify if there is any
impact of in-store experience on customers’ spend and its different kinds. After
a detailed analysis of my data, | provided evidence that there is a relationship
between money spent during a shopping trip and the level of impact of the
in-store experience. This is in line with all reviewed research streams confirming
that there is a link between in-store experience, and how much customers
spend (Babin & Darden, 1996; Kukar-Kinney et al., 2012; Nath, 2009; Spies
et al., 1997). However, as my contribution, | observed that in-store environment
and layout has a negative impact on spend. This means that a very neat,
clinical, and tidy in-store environment decreases customer spend. This makes
sense, as a very easy to follow layout and decongested in-store environment
provides fewer opportunities for ad-hoc buying. Some practitioners consider
creating roadblocks so when a customer walks in, they’re forced to stop. They
suggest that when you touch something, you're more likely to buy it (Wolf et al.,
2008; Underhill, 2003). Therefore, a clinical layout positively impacts customer
satisfaction (customers appreciate space in the store) but negatively impacts
spend size. Essentially, the more time an item spends in your hand, the more
likely you are to purchase it. That means stores should be structured so the
customers are continually picking things up. This is an important contribution,
indicating that there is a need to find the right balance between achieving
shopping satisfaction and spend using in-store environment as a regulatory

variable.
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There is also a level of product quality and availability, which has
a negative impact on spending. This means that the better the availability, the
less customers spend. It suggests, that with lower availability, customers may
spend more due not being able to buy the products they are looking for. No
option could mean the need to buy a more expensive substitute. This study also
generated interesting findings concerning the contribution of customer service
on increasing overall spend. It is important to note, that the original service
factor was not measured completely as expected, with data suggesting it should
be split into two factors: checkout service and personalised service factor. As an
experienced retailer, | was not surprised that the service interface factor was
split, as personalised customer service is stronger in the shoppers’ perception
than the checkout's one. Furthermore, it impacts customers‘ behaviour more
strongly because it happens more rarely (Arnold et al., 2005; Bitner, 1992;
Verhoef et al., 2009). This was also confirmed in my study. | also observed
a very strong positive impact of personalised customer service on spend which
means that the better customer service is, the more customers spend. In
addition there was also a strong and positive impact observed on spend of
checkout customer service. This fact brings very interesting insights to the
discussion of the role of customer service in-store versus other in-store
experience constructs. It also contributes to the discussion as to whether the
current trend of replacing traditional checkouts with self-serviced ones is a good
direction and how it may impact customers. Seeing how strong and positive the
impact is of customer service constructs, retailers should exercise caution with
regards to developing self-service checkouts lines in order not lose the
personalised customer service approach to their customers.

| also found many relations concerning the impact of the in-store
experience constructs on different kinds of spend. Interestingly, price-sensitive
customers are not influenced by the in-store experience, as shown by my
analysis concerning sales of basic own-label products.

My findings also contribute to methodology in the academic literature.
| identified that traditional in-store measurement techniques miss critical factors

that go into shaping customer service and perceived customer value. They fail

66



to provide a complete picture of what is required to succeed in today’s
competitive retail environment. It is necessary to remember that many previous
studies where experimental, empirical or declarative in nature. These methods
used small sample sizes, which means that the results may not be fully
statistically significant. Because they are based on a single instance rather than
continuous and objective measures, the results are not reliable benchmarks and
should not serve as meaningful measurements of change. For my research
project, | used a robust model using detailed shopping spending data provided
by Dunnhumby. The data were directly linked to each of 30,696 customers
participating in the on-line survey. The details of spend up to different category
level helped me form conclusions on the impact of in-store experience on the
performance of given categories. Having till data, not declarative data, helped
me ensure that my findings were not impacted by mistakes in what the
customers were declaring they bought. Furthermore, in my literature review,
| did not find any studies focusing on more than two in-store experience
constructs impacting customers’ behaviour (Appendix A). All of this solidly
contributes to the knowledge and practice of how product, service and in-store
environment impact customers’ behaviour and satisfaction in a supermarket-

shopping context.

1.7 Implications for practice
1.7.1 Managerial implications

My research not only provides a contribution to existing knowledge but
also includes many managerial implications, an overview of which is presented
in Figure 1.11. Furthermore, the findings of this research project were used by
my workplace in order to strengthen its competitiveness, which | describe
below.

In recent years, competition on the retail market has intensified
significantly and it is more and more difficult for retailers to differentiate based
only on price, promotions, or location. Retailers are aware that an in-store
environment can create a uniqueness that forms the basis for competitive

advantage. Despite numerous studies regarding in-store environment, their
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findings are not detailed enough to provide retailers with clear indication in
which constructs they should invest, in order to achieve the highest customer
satisfaction and spend. Managers continually build, change, or plan in-store
physical surroundings in order to improve their impact on customers, without
really knowing or understanding which constructs are most important for
customers (Bitner, 1992). This is why there is a need for additional research in
context, in order to understand how the physical and social environment
impacts customer satisfaction and shopping spend, in a retailing environment
(Lam, 2001). There is a need to provide retailers with clear guidelines, as to
which in-store experience constructs are worth investing in, in order to achieve
higher customer loyalty and spend. My study addresses most of these
challenges.

In terms of high-level managerial teams, understanding that in-store
environment impacts overall shopping satisfaction and customer behaviour, is
of paramount importance. The present research checked the manner in which
particular in-store experience constructs impact customers. This is also an
important managerial contribution of this research — the knowledge that not only
in-store experience impacts on spend and satisfaction but also what elements
of the in-store experience most influence customer behaviour. Through this
research, | provide clear indication where retailers should invest their resources,
in order to increase both sales and customer satisfaction.

In making business decisions, based on my findings, retailers should
focus on increasing customer satisfaction by finding an appropriate level of
ease of shopping experience, providing customers with a high level of
availability and quality of products, while at the same time delivering the highest
customer service. This will increase the overall shopping satisfaction and spend
during the visit day and next week. | also provide some useful insights in terms
of spend and the different kinds of spend. It is clear that if retailers want to drive
promotional spend, they should prioritise investments into customer service
constructs. Creating a less clinical-looking in-store environment with many
additional displays is also helpful in increasing this type of spend. Interestingly,

my key in-store experience constructs have almost no influence on basic own-
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label products spend. This is a clear indication that different strategies should
be used to impact price-sensitive customers and spend in this category. On the
other hand, product quality and availability has a negative impact on spend on
promotions, regular and premium own-label products, however a positive
impact on basic own-label products. This means that the better the range and
the availability retailers have, the more price-sensitive customers spend on
basic own-label products — they are not forced to buy substitutes due to issues
concerning gaps in products.

Different retailers use different layout strategies to generate higher sales.
There are retailers who focus on a neat and clinical in-store environment and
there are also some which focus on congested layouts in order to generate
more sales. My research also delivered important insights in this field, which are
crucial, but also a challenge for practitioners, indicating that retailers need to
find the right balance between achieving an optimum level of shopping
satisfaction and spend using in-store environment as a regulatory variable.

| also identified areas in the researched factors where retailers can
expect the highest return from one unit investments. The largest benefits can
be found in terms of customer service constructs. | can see that investing one
unit in personalised customer service (improving it by one point on its scale) will
increase customer spend by £4.40. This is the highest value coming from my
sensitive analysis, which helps to prioritise retailers’ investments. Improving
checkout service and individualised customer service, all together can increase
the spend by more than £6.00. Considering that the average basket size for the
big format retailer in the UK is £30.00, this represents a significant amount of
additional sales and gives clear direction as to where the biggest opportunities
to sell more are. That is why, knowing that a more clinical lay-out decreases
spend but improves overall shopping satisfaction, service factors are significant
enough to compensate on a possible sales miss coming from having
a decongested and more clinical lay-out. Customer service constructs not only
have the highest return from investments in terms of spend but also improve
satisfaction and the average number of visits week after. My sensitivity analysis

(Table 1.10) provides clear indication for practitioners as to where to invest to
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increase sales and customer satisfaction and also what detailed implications
this has in terms of customer behaviour.

My study clearly shows that customer experience matters and giving
customers what they want does not need to be expensive. However, it does
need to be relevant. Through my research | identified what customers want. In
order to make use of this information, retailers now need to adapt and readjust
their investment plans and strategies. Furthermore, the practical value of my
study is that retailers may be better able to explain and predict the effects of
in-store experience on customer shopping behaviour. Through this study, | offer
an overall framework which is appropriate for exploring environmental variables
in a retail setting. All these findings are very important from a managerial
perspective, as increasing sales by even a few percentage points in
a competitive retail market with low margins may decide about a retailer's
success, or failure. Therefore, retailers should prioritise good customer service
(both checkout, and personalised) above assortment and retail atmosphere, in
order to increase sales, however there should be a balance between these
constructs in order to keep a high level of overall shopping satisfaction. It is also
very clear that the strongest factor most positively impacting customer
behaviour is overall shopping satisfaction. My study supports the evidence that
there is positive impact in all measured variables, providing clear direction for

practitioners as to where and how to invest in order to be more competitive.
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Table 1.10 Change in dependent variables given one-unit increase in each factor.

Source: Author
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Figure 1.11 Managerial implications, overview. Source: Author
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1.7.2 Practical application of the research project outcomes

Based on the above findings and armed with the knowledge that

personalised customer service impacts customer behaviour in a most positive

and strongest manner, my workplace (Tesco) introduced a special project

focusing on improving customer service across all its businesses in Central

Europe. In order to improve personalised customer service, the objective of the

project was to create an empathy-lead service culture, helping to achieve

customer service with a personal touch. Once achieved, Tesco customers

would see the following:

Efficient service;

Friendly attitude;

Responsiveness;

Staff armed with appropriate skills;

A human and personalised connection.

Based on internal expertise, | identified the key needs of strategic

customers. Of these, a personalised approach was found to be the most

important. This formed the basis for creating an up-skilling program for all

60 000 staff-members, and spanning 1 000 stores across Central Europe:

Friendly attitudes with politeness and empathy;

Positive surprises during the shopping trip;

In-store facilities taking the burden off shopping;

Product expertise, active and personal recommendation;

Personal approach.

Understanding how important personalised customer service is, and how

beneficial this is for business results, Tesco management needed the following,

in order to implement this step change:

Tools to help teams to work better together;

Up-skilling of store staff with regards to technical knowledge;
Rewards for great service based on company values;
On-going development in order to have confident staff;

Creating a ‘fun’ environment at work;
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- Human interactions, face-to-face training in order to create higher staff
engagement;

- Working environment based on trust;

- Development with regards to how to feel safer in a fast-changing retalil
environment.

Tesco management focused on implementing the change to its corporate
service culture and also focus on specific, detailed trainings for cashiers and
self-service assistants. The aim is to gain greater clarity with regards to their
role and also a better understanding of customers’ needs. Other aspects also
included working on the staff’s ability to receive feedback, manage conflict and
what is most important, on the small things and behaviours that can make
a difference to customers. Tesco management provided staff with the
appropriate tools for serving customers differently at self-service checkouts, as
well as practical measures to manage problems.

Understanding the gravity of this in-store experience construct, Tesco
management decided to implement this project in a different manner in
comparison to other customer service programs. This is why instead of only ad
hoc training, the focus was changed to capability development and face-to-face
meetings with qualified trainers rather than cascaded or written communication.
It was also decided to make soft skills of customer service equally important as
hard skills, which also resulted in the change of key KPIs based on which teams
are evaluated. The key aspect of the implementation stage was a sustainability
plan together with inspiring service activities. In order to ensure that the project
was deployed in a sustainable manner, with no mistakes, initial changes
focused on stores of excellence. This is where validated thoughts, and concepts
were validated, and feedback received with regards to what was working/ not
working and also checked to what extent it was possible able to change
company culture and be as customer-centric as possible.

One of the biggest challenges facing all companies is sustainable
change. In the case of this project the focus was on a special action plan
spanning four key areas: operations (regular meetings with leaders, aligned with

recruitment, booklets, local support office focused on customer service),
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engagement (regular award program, talent planning, listen and fix for staff
satisfaction), feedback & analysis (feedback platform, tracking validation results,
what matters to you survey, questionnaires) and great place to work (same
language on service everywhere within the company, keeping the focus on
service and team leadership, up-skilling program for trainers to keep up
momentum). This helped to ensure that changes were not only implemented but
sustained from an end to end perspective, making the company not only more
competitive with more satisfied customers but also more profitable, which was
also proved by my research project.

There is also a large project being launched based on my research
findings and which is connected with planning the layout in the stores. It focuses
on the number of displays on the shopping floor: power alley (this where the
customers enter the store) and action alley (this is the key thoroughfare of
customer flow). The challenge is to find the right balance between sales
generated from displays and customer satisfaction. It also impacts how trade
plans are constructed. All these activities have huge potential for additional

sales without losing customer satisfaction.

1.8 Limitations of the study and areas for further research
1.8.1 Limitations of the study

My study has several limitations of note. In my research, | decided to use
secondary data coming from Tesco customers’ on-line questionnaire feedback
and Dunnhumby data. | was aware however, that the on-line questionnaire data
were originally collected for a similar purpose as my own, in which Tesco was
attempting to gauge customer satisfaction from their shopping trip. Although
convenient and helpful, | could not influence the construction of the
questionnaire, nor the manner in which data was collected. The fact that
| had access to an original fieldwork context, helped me gain an adequate
understanding of the data, thus ensuring that from the perspective of
methodology and my research framework, it was correct. Furthermore, | was

also aware that there were better tools available to collect customer data, such
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as realtime experience tracking (Macdonald et al., 2012), which could then be
considered as an avenue for further research.

The final research framework, focusing on key in-store experience
constructs (Figure 1.6) does not include all the constructs, which could be
measured. It shows limitations and further research opportunities. My analysis
showed that even having a strong correlation between identified key in-store
experience constructs and satisfaction, there are others, not analysed here but
impacting overall satisfaction (linear regression explains 59.2% of the variance
in the data). This means, that further focus is necessary with regards to
analysing the detailed impact of other constructs on overall shopping
satisfaction.

| did not analyse price and promotions due to the data not being
available. In the literature, price and promotions constitute an important factor
influencing customer behaviour (Ailawadi et al., 2009; Bell & Lattin, 1998; Cox,
1964; Dhar & Hoch, 1996; Grewal et al., 2011; Martos-Partal & Gonzélez-
Benito, 2010). This area could also provide important insights after the analysis
of its impact on spend. The same methodology, which | used in the thesis, could
be followed.

Furthermore, | provided evidence that the key analysed constructs have
an impact on overall spend and some of the food categories (Table 1.5) on the
visit day. However, having limited information regarding individuals, makes it
difficult to explain the variability between them. As | was only including in-store
experience factors, | was not able to explain very well why person 1 might
spend more than person 2 (e.g., disposable income, household size,
psychology, communication activities, competitors’ actions, etc.). That is where
the low R2 stems from, thus creating some limitations. If | managed to measure
and include all those other factors, then | would be able to explain why person 1
spends more than person 2 much more accurately, and achieving a higher R2.
This research direction is particularly interesting.

| also focused on food categories but as | can assume based on findings,
different elements of the in-store experience are impacting customers buying

food, and customers buying non-food, in different ways. This is mainly owing to

76



the shopping mission being different, as well as the in-store environment of
stores focusing on non-food products being different. That is why it would be
worth addressing the impact of other in-store experience constructs on non-food
spending. | already know that in-store promotions, and pricing strategies are
likely to play a key role here.

There are also some limitations concerning the manner in which my
researched constructs are built. My product quality and availability construct
focuses mostly on: availability, quality and fithess to the customers’ needs.
Those are important assortment aspects, but there are others which were not
addressed, such as range and merchandising strategies. The same limitations
concern in-store environment and layout construct, where the focus was on
store cleanliness, congestion, look, and feel. The missing aspects of this
construct such as music, scent or lighting, and their impact on customers, also

need to be addressed.

1.8.2 Areas for further research

My study provided many interesting managerial and academic
implications (Figure 1.11 and Table 1.9). Through narrowing my study,
| focused on key in-store experience constructs. This means that there are
others worth researching, which are also important and impacting customer
behaviour. The literature concerning the subject is very broad and there are
many different research directions which could be taken further. | identified
several key aspects (Table 1.11), described below.

All the measured factors in the study explain 60% of the overall shopping
satisfaction (Table 1.7), which is also related to how much customers spend.
Retailers, in such a competitive environment are looking for different strategies
in order to become first in terms of shopping choice for their customers. This is
why 40% of the in-store experience constructs not measured as part of the
present study, and impacting customer shopping satisfaction, are not only
a limitation in this study but are also indicate further research opportunities. My
literature review showed that one of those elements might be the pricing and

promotional constructs. Pricing strategies are very important for retailers. When
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the price is too high and promotion too weak, customers simply do not buy the
product and will, therefore, spend less. This shows, that setting the right price is
one of the most important tasks in retailing. Nevertheless, it is often treated too
mechanically and the reason for this is that retailers do not fully understand its
impact on customer behaviour, nor the margin and overall retailer performance,
following on from that. Also, different pricing and promotional strategies have
a different contribution for creating the in-store experience. Unfortunately, my
research does not cover those aspects. That is why, knowing the importance of
those constructs it would be highly beneficial to research it more extensively;
particularly in the context of overall shopping satisfaction, and customer
spending.

While analysing my high level research framework and knowing that it
explains 60% of the shopping satisfaction (Table 1.7) | could suppose that the
branding experience might also be researched further and could be part of the
unexplained 40%. It would be interesting to know how strong retailer brands
compensate poor layout, weak range or bad customer service, for example.
What impacts a brand’s strength and how it contributes to customers’ shopping
experiences could be researched further. This leads to my high-level research
framework (Figure 1.4) which ideally should be researched analysing all its
elements and combining them with till data. Then, | could achieve a full view of
in-store experience constructs with clear information as to which of them
impacts customer satisfaction and which constructs are mostly connected to
increasing spend. This would help to achieve a full picture regarding what
in-store experience really is for customers and for retailers.

My four key in-store experience factors could also be researched in more
depth. Considering the assortment construct, | observed that the biggest focus
is on assortment quality and availability. It also covers the aspect of the range
size and the way in which it fits to the customers’ needs. These are very
important aspects for retailers. However, merchandising strategies could be
researched in more depth. Especially knowing that this is a key factor, which

decides a retailer’s competitiveness.
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The big challenge now for retailers is how to manage existing space.
Particularly for hypermarket operators, finding the right balance between
available space and merchandising, which impacts sales and stock holding, is
of great benefit. My in-store environment and layout construct focuses primarily
on store cleanliness, layout congestion, look and feel of the store, as well as
ease of shopping. | am aware | could research more aspects connected to other
in-store environmental cues such: music, scent, colour, and different types of
layout. Connecting this with my detailed till data could be a particularly useful
contribution connected to what elements controlled by retailers are the most
effective ones.

It is also worth looking closer at the impact of product and quality factor
on spend. My study shows a negative correlation to spend, which is connected
with encouraging customers to reach for more expensive substitutes (explained
in detail in section 4.1.2). Nevertheless, further research could be conducted in
order to identify what the optimum level is with regard to product availability and
quality with no negative impact on spend but still positive in overall shopping
satisfaction. The layout aspect may be of particular interest here. Retailers are
trying different layout types in order to drive more sales. The challenge here is
that there is no answer, as yet, as to which particular change is creating the
right balance between overall shopping satisfaction and a higher spend. | also
did not see any relations between spending and the shopping mission, which
could be analysed further.

In terms of checkout service, my research focused on customer service
aspects like offering help to customers, greeting them and giving them full
attention while serving them. What is very important for customers and not
measured in this research is waiting time. It would be highly beneficial to
measure this aspect and to see what kind of impact this may have on
satisfaction, as well as next store visits. | know that the longer the waiting time
is, the more negatively it impacts customers’ in-store experiences but there is
no research indicating the impact it may have on spend. The researched factor
of personalised customer service is highly connected to this construct. Here

| focused on how store colleagues made the customers feel welcome and if
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they did something special for them. Personalised customer service in this
context means offering special help in finding a product, proactively asking
customers if they need help or even clarifying all price integrity problems
(Esbjerg et al.,, 2012). With regards to this factor, the loading connected to
personalised customer service was very important. That is why it would be
beneficial to know what detailed impact it has on customer behaviour, especially
satisfaction and spend. | observed from my research that, in general, all
customer service constructs impact overall shopping satisfaction, and spend.
Knowing that factor of personalised service is so important, further research
should be conducted as to which elements of this impact the customers most.
Overall, all four in-store experience constructs (product quality and availability,
in-store environment and layout, checkout service, personalised customer
service) provided a solid contribution concerning their impact on customers.
However each of them could be researched further and in more detail which
could help me observe which of their sub-elements are the most essential for
creating a great in-store experience.

It would also be interesting to observe the behaviour of the customers
and their perception of the shopping experience, over time. The detailed
statistical analysis, using the data | have, would help observe what kind of
in-store experience elements has the biggest influence on the customers’
behaviour over time. It may be the case that key constructs have little impact on
spend during the visit day but impact it during the next visit and longer in time.
By understanding what a customer is likely to do in the next point in time,
means that | could estimate what they are likely to spend at time ‘t’. It would
help to identify whether a customer has spent more or less than expected at
that time. Collecting data over a period of time, would also help to build a model
which would provide an answer concerning customers’ future behaviour, based
on retailers’ activities in the store. This approach would allow for behavioural
prediction adding the experience factor on top of it. What is also interesting and
which | did not analyse is the effect of overconfidence and underconfidence (in

the dimensions of consumer value) which trigger different consumption
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consequences (Razmdoost et al., 2015) and which could be of significant value
for creating the right assortment strategies by retailers.

All those additional research opportunities would help to understand
better what drives higher customer spending and satisfaction in different
formats with different food categories, and by measuring different constructs. It
would help retailers manage in-store investments better, resulting in higher
profitability and increased customer loyalty. We could, therefore, rank all the
in-store experience constructs, helping retailers to make proper strategic
decisions concerning their investment plans and achieving high customer
satisfaction, driving higher spending and becoming more competitive at the

same time.
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Table 1.11 Future research directions. Source: Author

RESEARCH DIRECTIONS

Domain

Key research directions

In-store environment and layout

What is the impact of music, scent, colours on customer behaviour in
different store formats?

How does crowdedness and social environment influnce customers' overall
shopping satisfaction?

How does layout in different store formats impact customers' spend and
satisfaction?

Product quality and availability

How do different kinds of layout impact customer spend vs product quality
and availability?

What should the proportions be between space and the quantity of products
on store shelves?

What are the best merchandising strategies positively influencing customer
spend and shopping satisfaction?

What is the role of private labels in creating customer shopping experience?

What is the impact of non-food categories on spend, number of visits and
shopping satisfaction?

What is the optimum level of product quality and availability creating
balance between shopping satisfaction and spend size?

Checkout service

How does waiting time impact shopping satisfaction and number of visits
week after?

Customer service and checkout line - what is the key element impacting
customer satisfaction and spend?

What is the role of self-service checkouts in creating customer shopping
experience?

How does cashier scanning speed influence customer shopping satisfaction?

Personalised customer service

Which element of personalised customer service has the biggest impact on
customer behaviour?

What is the impact of self-service checkouts on customer satisfaction and
behaviour?

What is the optimal proportion of self-service vs serviced checkouts in a
supermarket shopping context?

Overall shopping satisfaction

What kind of layout increases customer spend?

In-store experience

What is the impact of the remaining 40% in-store experience constructs on
customers?

How do price and promotions impact customer behaviour in terms of spend
vs overall shopping satisfaction?

How is in-store experience changing over time based on the impact of its
constructs over time?

What is the role of retailer's brand strength in creating customers' in-store
experience?

Spend

What are the relations between spend size and shopping mission?

How can retailers impact spend size through their communication activities?

Methodology

What in-store experience relations can be observed between different store
formats?

Are there any country-specific differences impacting in-store experience?
What other factors influence spend through which higher R2 can be
achieved?
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2 LITERATURE REVIEW

2.1 Introduction

Grocery shopping is a frequently recurring shopping activity that provides
both utilitarian and hedonic value (Babin et al., 1994). There is a growing
number of publications concerning atmospherics and the effects of store
environment in customer decision-making models (Eroglu & Machleit, 1990;
Kaltcheva & Weitz, 2006; Shankar et al., 2011). Customer experience was
earlier considered as a separate construct (Grewal et al., 2004). However, its
individual components have been examined in recent works (Verhoef et al.,
2009) claiming that it is holistic, which is why it should be considered as one
construct — holistically.

In practice, many retailers provide customers with a unique and gratifying
shopping experience. Starbucks, Victoria’s Secret, Abercrombie & Fitch, Trader
Joe’s, and Whole Foods are known for their store environment, which create
their competitive advantage. Recently, it has been difficult for retailers to
individuate using price, promotion or location as the differentiating points.
Nevertheless, the store itself can create a unique environment and atmosphere
impacting customer behaviour (Lam, 2001). According to Mason (1996) retailers
cannot be characterised only as ‘merchant intermediaries’ that buy from
suppliers and sell to customers. Retailers create stores, which are groups of
cues, messages and other communication tools to customers. Retailers also
shape the store’s space which, in turn, affects and influences customer
behaviour (Martineau, 2014). In order to differentiate and to compete more
effectively, retailers must be more customer-oriented, which means that they
must focus on the customer’s shopping experience as a holistic construct. In
this case, it should provide a win-win value exchange between retailers and
their customers (Grewal et al., 2009).

According to Verhoef et al. (2009, p. 21), the customer experience
construct “...is holistic in nature and involves the customer’s cognitive, affective,
emotional, social and physical responses to the retailer”. This is not only

created by the elements controlled by the retailers (e.g., customer service,
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in-store environment, range of products, price), but also by constructs, which
the retailers cannot influence directly.

This chapter is structured as follows:
Section 1: briefly summarises the rationale for the research;
Section 2: presents the theoretical approach regarding customer experience,;
Section 3: discusses the customer journey from a conceptual model overview;
Section 4: provides details regarding the conceptual model and focuses on the
social environment, retail atmosphere/ layout, assortment, price, promotions,
in-store brand communications, service interface and critical incidents; this
section also provides details about important determinants of the shopping
experience (i.e., goals and customers’ emotional responses);
Section 5: discusses the findings from the literature;
Section 6: provides conclusions drawn from my thesis; includes implications for
theory, practice and future research directions.

The approach that is adopted is from the perspective of a retailer and
focuses on the in-store experience. This approach should help answer the

following question:

What is the impact of the in-store environment

on consumer behaviour ?

This literature review aims to understand the impact of the in-store
environment on consumer goals and behaviours. In addition, existing
knowledge about in-store environment will be linked to knowledge regarding
shopping goals and shoppers’ motives. It will help to create an overview, which
forms the basis for the researched topic and direction for the research
framework presented below. Furthermore, it will help design the empirical work
which will show what kind of in-store elements have the biggest impact on
a customer’s shopping path. The analysed gaps and unexplored fields will help

identify new research opportunities.
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2.2 Customer experience —theoretical approach

Before developing the conceptual model and discussing its main
components, the theoretical background of the customer experience construct
will be discussed. Having this knowledge will help to better understand the
overall structure of the conceptual model and the detailed role of its elements
(i.e., creating and influencing the customers’ shopping experience).

Some of the first work concerning the impact of the store environment on
customer behaviour dates back to the 1950s and 1960s (Cox, 1964; Kotzan &
Evanson, 1969; Martineau, 1958; Smith & Curnow, 1996). The term ‘store
atmosphere’ was used and defined for the first time by Kotler (1973). It was part
of the environment planning description, creating certain effects on buyers.
Kotler (1973) affirms that a product goes beyond the tangible aspects normally
associated with it and that it is impacted by a planned environment. Based on
this, one can conclude that shopping trips can be very complex, considering the
number of stimuli shoppers encounter both inside and outside the store
(Esbjerg et al., 2012). However, the empirical studies, which were reviewed for
this literature review, are based on studying customer behaviour in the store.
The techniques identified in the research papers include (1) analysis of records;
(2) observations; (3) interviewing; (4) controlled experimentation.

Most of the reviewed papers focus on the customer perception of the
in-store shopping experience which is a holistic construct in nature and involves
the customer’s cognitive, affective, emotional, social and physical responses to
the retailer (Bell et al., 2011). That is why the majority of in-store studies are
based on the seminal conceptualisation of Mehrabian & Russell (1974) and
their theory concerning the impact of environment on behaviour. These authors
identified three basic emotional states that mediate approach-avoidance
behaviours in any environment: Pleasure-displeasure; Arousal-non arousal and
Dominance-submissiveness (PAD).

The Mehrabian & Russell (1974) (M-R) model, is based on the Stimulus-
Organism-Response (S-O-R) paradigm, relating features of the environment (S)
to approach-avoidance behaviours (R) within the environment, mediated by the

individual's emotional states (0) aroused by the environment. The M-R model
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proposes, that sensory variables within the environment together with the size
of information in the environment, as well as individual differences in affective
response, will influence people’s affective responses to the environment. The
model (Figure 2.1) is highly influential and has been validated in many research
studies. However, in the current retail environment it is not fully up to date. The
model helps to understand the emotional responses of the customers in a store
but it does not refer to the multiple touch points creating the customers’
responses. That is why the model needs to be adapted to reflect this and to
create a new, broader, theoretical framework (Figure 2.2). The framework below
proposes that a customer’s arousal is affected by environmental characteristics,
which, in turn, affects the consumer’s sense of pleasure and also influences

customer shopping-behaviour.

ENVIRONMENTAL EMOTIONAL APPROACH OR
STIMULI I:> STATES: PLEASURE, |:> AVOIDANCE
AROUSAL RESPONSES

Figure 2.1 Modified Mehrabian-Russell Model. Source: Donovan & Rossiter, 1994,
p. 284

Verhoef et al. (2009) emphasise the need to see customers’ experience
in-store alongside the experience in other channels (Figure 2.3). Important here
is the evolution of the total experience with the brand over time. Verhoef et al.
(2009) furthermore suggests that there is a need for longitudinal research in
order to observe if the drivers of the in-store experience are stable. Throughout
the stages of the customer journey, in what concerns the decision-making
process, it is visible that different retail drivers are of different impact and
importance for customers and the level of their experience and satisfaction
(Puccinelli et al., 2009). Taking this into consideration, research should focus on
seven consumer behaviour research domains that influence the customer
experience (Verhoef, 2009): (1) goals, schemas, and information processing;
(2) memory; (3) involvement; (4) attitudes; (5) affect; (6) atmospherics; and

(7) consumer attributions and choices. As an example, customer goals play
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a big role in creating the perception of the in-store environment together with
different store marketing mix elements (Arnold et al., 2005). Furthermore,
according to Meyer and Schwager (2007) customer experience is an internal

and subjective response.

Enviranmeantal
characteristics

Shoppaing

Arousal [ Pleasantness .
behavior

Mativational
onentation

Figure 2.2 Environmental characteristics impact on shopping behaviour. Source:
Kaltcheva & Weitz, 2006, p.109

In order to have a holistic view on the theoretical background concerning
customer experience, there is a need to take into consideration phases such as
search, purchase and consumption. This approach differs from many studies in
the reviewed literature concerning retail, which focus mainly on selected
aspects of the shopping experience. However, for this research project,
shopping encounters should not be examined in isolation and thus there is
a need to adopt a holistic view on the customer shopping experience in order to
identify the elements, which have the highest impact on the customer shopping
trip. Adding to the above, recent literature has identified that the customer
experience construct is holistic in nature. It includes the customer’s cognitive,
affective, emotional, social and physical responses to the retailer (Bell et al.,
2011).
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Figure 2.3 Conceptual model of customer experience creation. Source: Verhoef, P.

et al., 2009, p.32
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2.3 Customer journey — conceptual model overview

A review of existing literature has identified that the focus of research is
mainly on elements such as lighting, layout, colour, music, in-store visualisation,
etc. Those are the constructs over which retailers have direct control. Although
a substantial body of literature describes how retailers can influence observable
customer behaviours by manipulating enduring and transient aspects of their
store environments, very little research has investigated how consumers
experience these different aspects, particularly in a grocery retailing
environment. Related research should recognise that the store environment and
store images work on different levels. However, where store environment
literature focuses on particular details of the experience, store image literature
takes a more general approach.

The aim is to achieve greater coherence, as well as perhaps even finding
a new way to combine these two research streams. Studies that investigate
how customers experience grocery shopping trips will be reviewed. In this
context, one issue deserving attention is defining what constitutes delightful and
disappointing shopping experiences (Arnold et al., 2005) and how these
experiences may influence the customers’ shopping plans. The effects of °
pre-shopping’ factors (e.g., customers’ overall shopping goals, store-specific
shopping objectives), are generally unexplored. With an overreaching review
question focusing on the impact of the in-store environment on consumer goals
and behaviours, several areas of interest can be distinguished (Figure 2.4).
However, with this more holistic approach, a new model is developed, which
covers a complete shopping path of the customer. In the model, the major
factors influencing customers’ shopping trip are identified and its key elements
are highlighted.

e Social environment: the impact customers’ friends, colleagues, and
family have on each other during a shopping trip. The focus is on the
interpersonal influence of customers and how the interactions among
them can have a profound effect on the customer shopping experience

as well as their responses in store (McGrath & Otnes, 1989; Otnes et al.,

89



1993; Martin & Pranter, 1989; Lam, 2001; Eroglu & Machleit, 1990;
Martin, 1996; Ajzen, 1991).

Retail atmosphere/layout: what kind of shopping environment cues
have the biggest impact on customers, influencing their emotional effects
in order to increase purchases. The focus here is on ambient and design
factors such as lighting, scent, colour, music etc., in order to verify what
kind of direct effect they have on the shopping experience (Mitchell et al.,
1995; Spangenberg et al., 1996; Eroglu & Malcheit, 1990; Hart et al.,
2007; Baker et al., 1994; Donovan & Rossiter, 1982).

Assortment: customers’ perceptions of the breadth of different products
and services offered by a retailer influences customer shopping
experience and their behaviour. Different assortment strategies are
important constructs and they have impact on the customers (Ailawadi et
al., 2009; Keller, 2003; Broniarczyk et al., 1998; Steenkamp & Dekimpe,
1997; Baker et al., 2002; Kopalle et al., 2009).

Price: this is an important construct controlled by retailers and it
influences the perceived shopping experience. Different pricing
strategies have an impact on the customers’ shopping goals (Bell et al.,
1998; Bolton & Shankar, 2003; Hoch et al., 1994; Esbjerg et al., 2012;
Kalwani & Kin-Yim, 1992).

Promotions/ special offer communications: they are important part of
the marketing mix and retailers aim to build store-brand image with the
intention of influencing consumer attitude and behaviour. Different kinds
of promotions play a different role in retailing, influencing customers’
shopping goals and behaviour (Kaltcheva et al., 2013; Mulhern &
Padgett, 1995; Kalwani & Kin-Yim, 1992; Sigue, 2008; Ailawadi et al.,
2006).

Branding: retailers make a big effort to improve their brand management
to influence their customers’ behaviour. Brand and brand-related
information cues will be reviewed regarding how those influence

customer evaluation as well as any advantages offered for the retailers
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by having strong brands (Porter & Claycomb, 1997; Baker et al., 1994;

Wu et al., 2011).

e Service interface and critical incidents: i.e., specific events during

a shopping trip which make a positive or negative contribution to the

shopping experience (Arnold et al., 2005). Shopping satisfaction is

influenced in this way. The impact they have will be analysed depending
on the customers’ shopping trip motivations and expectations

(Arnold et al., 2005; Esbjerg et al., 2012; Westbrook & Oliver, 1981).

After analysing the implications from previous studies (Baker et al., 1994;
Baker et al., 2002; Grewal et al., 2004; Kaltcheva & Weitz, 2006; Sirohi et al.,
1998; Verhoef et al., 2009) key determinants were developed creating the
customer experience (Figure 2.4).

Knowing that motivational orientation impacts the effect of arousal on
pleasantness, it is important to acknowledge that customers’ goals influence the
way in which consumers recognise the retail environment and its different
marketing mix elements. Customers’ goals, such as entertainment, recreation,
social interaction, and intellectual stimulation (Arnold & Reynolds, 2003),
influence the way customers go through different levels of the decision-making
process. Goals help customers formulate their shopping decisions, which is why
a better understanding of those goals, should help retail operators develop new
and innovative retail formats.

The conceptual model includes customers’ goals and emotional
responses, as research has shown that emotions experienced in the store have
an impact on how customers perceive retailers (Eroglu & Machleit, 1990; Turley
& Milliam, 1992). Thus, customers’ emotional responses play an important role
in creating an impact on the shopping experience. The existence of potential
situational moderators are acknowledged in the model (e.g., social environment
or critical incidents).

The model helps to understand how the customer’s experience is
created, what kind of impact it may potentially have, and its different

components. In the sections below, the main components of the model are
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Figure 2.4 Key determinants creating customer experience — conceptual model.

Source: Author

explored (Figure 2.4) — the ones which have direct impact on creating the
shopping experience, at the same time influencing customers’ behaviour. In an
attempt to narrow the study, other determinants, which are the part of the
customers’ complete shopping path (Figure 2.5), will not be discussed. Using
the holistic approach to customer experiences, it is very important to understand
that a customer’s shopping experience is not limited only to the customer’s
interaction in the store. It is rather created and implicated by a combination of
different factors, which also occur before and after sales. That is why, even in
narrowing the study (Figure 2.4), these different dynamics influencing and
impacting the customer experience from a holistic point of view need to be

considered.
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Figure 2.5 Customers’ complete shopping path determinants. Source: Author




2.4 Conceptual model — shopping experience and its main
components

2.4.1 Customers’ goals and in-store environment

Beyond buying particular goods, customers also might enjoy the benefits
of the activity of shopping as such. So, do consumers’ view shopping for
groceries as a means to an end, which has functional or utilitarian value, or as
a desirable recreational activity that is worthwhile in itself? Theoretical
frameworks (Turley & Milliam, 1992), recognise the importance of expanding
the research to include other important moderators for customers, such as
shopping motives or goals.

Shopping is a complex consumer behaviour which is related to purchase
or non-purchase behaviour (Davis & Hodges, 2012). Customers compare their
expectations with their experience. That is why an experience which disconfirms
their expectations positively or negatively, determines their satisfaction (Esbjerg
et al., 2012). Furthermore, as noted earlier, motivational orientation of the
shoppers impacts arousal and pleasantness. The retail environment and
different marketing mix elements can be perceived differently, depending on
customers’ goals. Goals such as entertainment, recreation, social interaction,
and intellectual stimulation (Arnold & Reynolds, 2003), impact the manner in
which consumers follow the stages of the Consumer Decision Process (CDP).

Customers’ shopping goals held before entering the store play a critical
role in their behaviour in-store, and the extent to which the in-store environment
influences the shopping trip. Therefore, it can be assumed that the specific goal
connected to a specific store influences not only the customer’s initial store
choice but also ad-hoc buying in the store. There are also very few studies
focusing on pre-shopping factors from which shopping plans may emerge,
which is a big opportunity for further research. Out-of-store drivers influencing
customers’ shopping plans are very interesting as they are the complement to
the in-store environment. Knowing to what extent they influence shoppers may
help retailers to better manage the in-store environment in order to increase

sales and basket values (Bell et al., 2011).
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There is also another aspect of the impact of the store environment on
shopping behaviour which is not supported by a significant body of research. It
is the customers’ motivation for being in the store, which is connected to the
kind of the shopping experience that the customers are looking for, not only with
relation to the goods or services expected by consumers (Roy & Tai, 2003).
Customers’ expectations are key determinants of their consumption
experiences, satisfaction, and loyalty (Ofir & Simonson, 2007). That is why,
identifying it in advance is very important for the success of retail strategies.
Therefore, it is critical for marketers to attempt to learn in advance what their
customers’ goals are, as the inability to meet or exceed these expectations may
result in dissatisfaction and a decrease in loyalty. The above, together with
related topics have been researched in the context of studies on the effects of
measuring intentions, judgments, and satisfaction (Dhalokia & Morwitz, 2002;
Fitzsimons & Williams, 2000; Kardes & Allen, 1993).

The motivational orientation of customers is very much aligned with shop
layout styles. According to established retailing theory, two basic store layouts
can be distinguished (Levy & Weitz, 2001), and those are the grid and free
form. Therefore, the level of excitement retailers should create in their stores
(with layout and store atmospherics) depends on the shopping motivation of
their customers. The motives of customers, in terms of hedonic and utilitarian
values, have been widely researched, but seldom considered in the context of
store environment effects. According to the new approach, it is evident that the
more specific the task of the customer is, the less tolerant shoppers are
regarding discrepancies between expected and experienced arousal and
dominance (Massara et al., 2010). What is missing is empirical research on
satisfaction regarding individual shopping trips. Although a substantial body of
literature describes how retailers can influence observable customer behaviours
by manipulating enduring and transient aspects of their store environments,
very little research has investigated how consumers experience these different
aspects, particularly in a grocery retailing environment. Related research should
recognise that the store environment and store images work on different levels.

Whereas store environment literature focuses on particular details of the
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experience, store image literature takes a more general approach. It would be
beneficial to pursue greater coherence and perhaps even find a way to combine
these two research streams. One way to cover this research gap would be to
apply a within-subjects survey design in which a number of shoppers are
intercepted before entering a particular store and then again after having
finished their grocery shopping in that store. By comparing expectations and
experiences on a number of similar dimensions it would be possible to deduce
confirmation/disconfirmation of expectations to measure shopping trip
satisfaction. Attributions related to negative or positive disconfirmation of
expectations should be measured as they may modify the effect of the
disconfirmation on shopping trip satisfaction. A summary of the findings in this

field is presented in Table 2.1.
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Table 2.1 Customers’ goals and in-store environment — research key findings.

Source: Author
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2.4.2 In-store environment and customers’ emotional responses

Grocery shopping is a frequently reoccurring shopping activity that

provides both utilitarian and hedonic experience value (Babin et al., 1994). The

utilitarian value is achieved by customers by accomplishing the task that
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stimulated a particular shopping trip, whereas hedonic value reflects the
potential entertainment and emotional worth associated with the shopping
process (Babin et al., 1994). Retailers realise that they need to help customers
satisfy both types of needs. That is why, they increasingly try to offer
pleasurable or even entertaining shopping experiences (Arnold et al., 2005;
Wakefield & Baker, 1997). Moreover, knowing that customers are ready to
purchase more things and to spend more money when they are in a positive
rather than in a negative mood state (Spies et al., 1997), may change significant
interactions between store characteristics, customers’ mood and purchasing
behaviour. This, in turn, puts the focus on the impact of the in-store environment
on the emotional responses of the customers. Since the systematisation of this
theory, consumer perception has already been investigated in the research
literature many times (Solomon, 2008). It has been considered as a set of
information around individuals as they perceive the world around them. There
are senses like hearing, olfaction, vision and touch which allow each of us to
understand the world. The feelings which these senses create (positive or
negative) impact the experiences of individual customers. That is why the retail
environment consists of many sensory tools helping to create special
experiences for customers, resulting in a competitive advantage for the retailer
(Farias et al., 2014).

Properties of the environment affect emotions, however mood is formed
by cues abouavlenat the state of the self (Theodoridis & Chatzipanagiotou,
2009). Recent studies suggest that emotion and mood can be treated
interchangeably (Sherman et al., 1997). In-store environment elements are
rather determining how pleasing and arousing the environment is (Spangenberg
et al., 1996). An arousing and pleasant in-store environment is expected to
create approach behaviours. On the other hand, high-load unpleasant
environments can create avoidance behaviours. A poor in-store environment is
not activating enough to create any significant approach/ avoidance behaviour.
Very interesting is the research conducted by Mehrabian & Russell (1974) who
described a three-dimensional model of pleasure, arousal and dominance in

order to measure the emotional state of the customer. This approach is
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considered to be most suited for use in marketing contexts (Havlena &
Holbrook, 1986). The study identified that pleasure resulting from exposure to
store atmosphere impacts in-store behaviours. It was measured at the same
time by different lengths of time spent in the store, as well as motivation to visit
it again (Donovan & Rossiter, 1982; Sherman et al., 1997; Swinyard, 1993; Yoo
et al.,, 1998). It proved that customers’ emotional states within the store
correlate to actual purchase behaviour — not just attitudes or intentions. This
means that pleasure created by the in-store environment seems to be a strong
reason for customers spending more time in the store as well as purchasing
more than initially planned. This reinforces the notion researched (Roy & Tai,
2003) that emotion also has a significant impact on spending behaviour.
However, cognitive factors may influence most planned purchases, affective
responses created by the store environment could account for what the
customers spend ‘beyond his or her original expectations.” The emotional state,
influenced by the store environment, does not directly impact shopper
behaviour.

As seen above, there are many studies within consumer research
measuring the effects of either store atmosphere or mood on customers’
behaviour. Nevertheless, only several investigate the impact of in-store
environment on customers’ behaviour taking mood as an intervening variable.

The store environment has a significant influence on the consumers’
store choice processes. However, store environment studies to date do not
provide an answer with regards to how different store environment cues,
together, shape consumers' merchandise value perceptions, and how those
perceptions, in turn, influence store patronage intentions (Baker et al., 2002).
There is also little information concerning shopping experience costs, which
include customers’ time and effort in obtaining the products as well as
psychological costs of shopping. In all cases, however, the positive effect of
a pleasant store atmosphere on customers’ reactions and increasingly
important role of the customers’ goal in their shopping trip experience will be
developed in the next chapter. A summary of the findings in this field is

presented in Table 2.2.
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Table 2.2 In-store environment and customers’ emotional responses — research

Author

key findings. Source
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2.4.3 Social environment

Customer satisfaction plays a critical role in creating long-term customer
— business relationships. Moreover, the social environment has an impact on
the customer experience and its behaviour in-store. Usually, there are a number
of customers in the store at the same time and the experience of each customer
may impact that of others. Furthermore, this influence seems not to be limited to
individuals who know each other (McGrath & Otnes, 1995; Otnes et al., 1993).
Those interactions are very important as they can influence the customer
experience and customer satisfaction from the shopping trip (Martin & Pratner,
1989). We need to remember that in retail stores, customers usually do not
know each other which is why first impressions and feelings are so important.
That is why this is also seen as a factor influencing the customers’ shopping
trips (Lam, 2001).

Existing literature focuses on researching the relations between
customer satisfaction with a business entity, business personnel and business
products and services. The literature also focuses heavily on the interaction
between the organisation, or its employees, with the customer (Parasuraman &
Valerie, 1988). ‘Interpersonal influence’ is a construct that is well-established
within the literature of sociology, psychology, and consumer behaviour.
However, within the discipline of marketing, the topics of group influences
(Agrawal et al., 1993; Bearden & Etzel, 1982; Childers & Rao, 1992; Fisher &
Price, 1992; Park & Lessing, 1977), salesperson influence (Crosby et al., 1990;
Krapfel, 1988; Williams & Spiro, 1985), and family influences (Davis, 1976;
Moschis, 1985; Ward & Wackman, 1972) are well-established.

There are instances in which customers may destroy the experience of
other customers in order to sabotage the company by shoplifting, vandalism or
even resistance via boycott (Harris & Reynolds, 2004). This kind of behaviour
has been framed in various research studies as ‘jay customer behaviour’
(Lovelock, 1994) ‘deviant customer behaviour’ (Moschis, 1989), and ‘aberrant
customer behaviour’ (Fullerton & Girish, 1993). Those kinds of behaviours,

apart from ruining the company, are also destroying customers’ shopping
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experiences, which is why this construct is important for this study’s shopping
experience framework analysis.

Other studies indicate that interactions among customers may have
important effects on the service experience (Baron et al., 1996; Martin, 1996).
However, studies have almost ignored the need for creating relationships
between customers and have focused mainly on creating relationships with
customers. There are only a few studies analysing the manner in which
customers affect one another either directly or indirectly (Baker et al., 2002;
Bitner, 1992). That is why, the social environment is one of the most important
elements of customer experience to consider. In addition, most of the social
elements (e.g., too many people in a small space) can influence the perception
of crowding (Eroglu & Machleit, 1990). Interestingly, no empirical research
identified the relationship between store-employee cues and customers'
perceptions of time and effort costs in a retail environment (Verhoef et al.,
2009).

Baker's theory of Behavioural Ecology (Baker, 1965), illustrates that
when the number of people in a facility is less than it should be to function
properly, a condition identified in sociology as ‘understaffing’ occurs. Research
regarding understaffing by Wicker (1973), provides evidence that the number of
employees in a store influences customers’ perceptions and responses. That is
why when there are fewer people on the shopping floor than required,
customers can become frustrated and annoyed. This is mainly due to the fact
that there is nobody to ask for help or, in the case of oversized stores, the store
seeming empty (Baker et al., 2002). This framework also suggests that store
employee cues are likely to influence interpersonal service quality perceptions
(Baker, 1986). Recent research also suggests that employee-customer
interactions affect consumers' assessments of service quality (Hartline & Ferrell,
1996). This is why the service quality image may be created by the cues of
positive interaction between customers and employees. As customers'
perceptions of store employee cues become more favourable, customers will

perceive psychological costs to be lower. However, there are limited studies,
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which suggest that the number of salespeople on the shopping floor influences
customers’ perception in what concerns time vs. effort.

To sum, it should be noted that the evaluation of product and service
quality mediate the relationship between store environmental factors and the
overall image of the store (Baker et al., 1992). Furthermore, in a high social
environment compared to a low social environment, customers consider that
higher price is more acceptable. This means that price acceptability is positively
related to the ambience factor in a high design environment but unrelated to the
ambient factor in a low design environment (Lam, 2001). Consumer density also
affects the consumers' perceived control. The relationship between consumer
density and perceived control depends on the situational goals of customers.
Goals play an important role as under a high-density condition; task-oriented
customers experience more crowding and less satisfaction with the store
environment. That is why, depending on the shopping tasks, strangers are
usually a source of frustration connected to the obstacles perceived by task
oriented customers in completing their tasks. This has a direct application for
retail sales training, especially for that of part-time employees who work over
the holiday season. Sales staff should be skilled in knowing how to interact with
all manner of customers that they may witness, especially during times of peak
holiday shopping activity (McGrath & Otnes, 1995). The researchers did not find
this kind of difference under a low-density condition. The level of density also
influences perceived purchase risk and time pressure intensifying perceived
crowding.

Another area which is not much researched relates to customers’ public
behaviours and how those behaviours affect the satisfaction of other patrons
(Martin, 1996). Although much has been researched regarding the social
environment, there is a need to better understand how the social environment
impacts on the customer experience, especially in a retail context. In order to do
so, there is a need to understand how customers act in groups and how these
groups influence the shopping experiences of fellow customers. Moreover,
there are no clear guidelines concerning the design of the social environment

and managing these social environments in order to assess its performance.
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The impact of customers spoiling the shopping experience for others

It would be good to research then, if customer

may also be significant.

compatibility management is the solution to improving the shopping experience.

This should be crosschecked with the influence of employees affecting the

customer experience. A summary of the findings in this field is presented in

Table 2.3.

Table 2.3 Social environment —research key findings. Source: Author
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2.4.4 Retail atmosphere and layout

Nowadays, it is very difficult for retailers to differentiate only based on

price, promotion or even service. This is why, store operators are going the

extra mile in making the in-store environment a key differentiator. There are
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many studies, identifying the significance with which in-store environment
impacts the amount of money spent, store perception, store liking and the
amount of time spent within the store (Sherman et al., 1997). The in-store
environment also strongly influences the perception of quality and evaluation of
merchandise (Baker et al., 1994), sales (Milliman, 1982), product evaluation
(Wheatley & Chiu, 1977), satisfaction (Bitner, 1992) and store choice (Babin &
Darden, 1996). Therefore, many retailers are aware and admit the importance
of the store environment as a tool for creating competitive advantage (Levy &
Weitz, 2001). Although many studies focus on the store environment, their
findings do not fully explain how it influences customers. This section reviews
those studies, which aim to identify the overall influence of the store
atmospherics on consumer behaviour.

The link between retail atmosphere, layout and customer experience will
shed light on how the customer experience is created. One of the most
important roles of the store is its ability to facilitate the goals of its occupants
according to environmental psychology (Canter, 1983). The most common goal
for many shoppers is usually convenience which includes getting in and out of
the store quickly and finding the merchandise they seek, easily. The layout
might be an example of a design cue, influencing the customers’ expectations
of their efficient movement through a store (Titus & Everett, 1995).

The store environment is composed of ambient (e.g., lighting, scent, and
music), design (e.g., layout®, product assortment?) and social factors® (e.g.,
presence and effectiveness of sales staff) (Baker et al., 2002). Many of those
elements directly influence the customer shopping experience. It has an impact
on customer behaviour, such as emotions, cognition and physiological state.
Some of these elements may have a different impact on different behaviours
(Lam, 2001).

! Layout refers to the way in which products, shopping carts, and aisles are arranged, the size
and shape of items, as well as the spatial relationships between them. Layout also includes
space design and allocation, grouping, and placement of the merchandise (Mohan et al., 2012)

2 Product assortment is the total set of items a retailer offers reflecting the breadth and depth of
product lines
® Social factors refer to other shoppers and sales staff (Baker et al., 2002)
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Based on previous research, an integrative framework is proposed which
takes into consideration multiple effects which the store environment could have
on shopping behaviours. Figure 2.6 below illustrates this and indicates what
kind of influence store environment has on the shopping outcome. The research
concludes that store environment can be studied at different levels of
aggregation (Lam, 2001). There are several methods which are used to test the
effects of store environment including using a prototype store, asking
participants to respond to verbal descriptions of the store or creating
a simulated store environment (Wakefield & Baker, 1997). Those methods are
also used by many practitioners to test and check the customers’ acceptance
for new in-store environment solutions. Nevertheless, as is discussed in the
following section, all these methods have some disadvantages which provide

opportunities for further research.

STORE ENVIRONMENT INTERNAL RESPONSE INTERNAL RESPONSE
AMBIENT > ‘ EMOTIONS APPROACH
1
Y
m 2
Z 5
DESIGN % E COGNITIONS
=
=50
v »
.|
=
m
=
9] PHYSIOLOGICAL
wn
SOCIAL STATES AVOIDANCE

Figure 2.6 An integrative framework of store environmental effect. Source:
Adapted from (Lam, 2001)

108



The main previous findings can be grouped in three main topics (Verhoef
et al., 2009):
1. Elementary level: Effects of music, colour, ambient, lightning, visual
information rate and consumer density.
2. Factor level: Main effect and interaction effect of ambient, social and
design factors.
3. Global level: Identification of emotions and how they relate to shopping

behaviours.

Elementary level factors
e Music

Previous research has revealed that the shopping behaviours and
outcomes, including time of stay, speed of movement and store sales (even
consumption of beverages in restaurants) are related to the volume and tempo
of in-store music (Milliman, 1982). According to Yalch and Spangenberg (1990),
customers respond psychologically and behaviourally to music. These
responses occur predominantly at a subconscious level. Music is an important,
frequent and common variable that influences mood (Bruner et al., 1990).

The evaluation of a store and shopping behaviour, including the
probability of making a purchase and amount of money spent depends on the
type of in-store music (i.e., background music vs. foreground music). Those
variations change depending on the store department (Smith & Ross, 1966).
The presence of classical music makes consumers feel more positive towards
the environment. Compared with music disliked by consumers, music liked by
customers increased perceived shopping duration in the setting (Yalch &
Spangenberg, 1990). That is why, in order to develop an atmosphere attractive
for customers, at the same time contributing to the store image and consumer
choice, retailers should consider the usage of appropriate background music
(Farias et al., 2014). There are many studies, which have proved that
appropriate music can increase sales (Matilla & Wirtz, 2001), influence
purchase intentions (Baker et al., 2002), increase the time to buy and hold
(Milliman, 1982). Additionally, those studies also proved that music can
decrease the perception of buying and waiting time (Chebat et al.,, 1993),
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influence the rate of consumption of a meal in restaurants (Milliman, 1986) or
even influence consumer perception of a store (Hui et al., 1997); and facilitate
official consumer interaction (Dube et al., 1995).
e Colours
Cool colours (i.e., violet or blue) in the background are generally reported
by respondents to be more pleasant (Bellizzi et al., 1983). Bellizzi et al. (1983)
also claim, that desired meaning is obtained through symbols. Colours may
cause different reactions in individuals (e.g., biological or emotional) and even
draw attention to a particular object. This is why retailers use colours to
encourage customers’ moods with the aim of leading to increased sales. Babin
et al. (2003) examined the relations between colours and shopping intentions
and found that there are several customer reactions relating to stores’
environmental cues, customers’ cognitive categories representing known store
types, and salient situational shopping motivations.
e Scent and odour
Music and colour are not the only aspects influencing customer shopping
behaviour. Ambient scent and odour also play a significant role. For some
researchers (Donovan & Rossiter, 1982; Mitchell et al., 1995), olfactory effects
are an important element of the in-store experience. The influence of this sense
on customers usually goes far beyond the communication of attributes or quality
of products. When odour in the air is congruent with the product class,
consumers spend more time analysing product information. They are more
holistic in their processing and seek greater variety in comparison to when scent
is not connected with the product class (Mitchell et al., 1995). Scent is relevant
to customer behaviour through the smell of a specific object and the smell of the
environment itself (Gulas & Bloch, 1995). Smells connected to things or
products often play an important part in consumers’ evaluation of attributes and
quality. Scents mostly concern items where the scent is a key attribute: food,
beverages, cosmetics and cleaning products (Milotic, 2003).
e Lighting
Well-designed lighting systems can create a better shopping experience

and can help to guide customers better, creating an atmosphere of excitement,
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inducing positive affect (Park et al., 1989). A study by Areni and Kim (1993)
shows that customers examine and handle more merchandise in a wine cellar
inside a restaurant when the lighting is brighter.

e Consumer density

The density of people inside a store or a shopping area directly increases
consumers' perceived crowding, which reduces pleasure for retail behaviours
(Eroglu & Machleit, 1990). Consumer density also affects consumers' perceived
control. Higher consumer density decreases perceived control.

e Store layout

The layout of the store itself is also of great importance for the shopping
experience. Positive experience is enhanced if it is easy for shoppers to find the
product they are looking for. From this perspective, it is important when the
store layout is logical and with appropriate signage (Bitner, 1992). Parasuraman
et al. (1991) indicate the importance of the in-store environment as a service
quality dimension. Using the SERVQUAL scale, they indicate that its tangible
dimension, which reflects store environment, is considered by consumers as the
least important one. However, the tangible dimension does not affect several
criterion variables, such as overall service quality rating and whether
a customer would recommend a service firm, or store, to a friend. Customers’
attitudes toward a store are not only created by the in-store environment but
also by the external environment which strongly affects their attitudes towards
the store and their decision regarding whether to visit the store (Bitner, 1992).

In summary, studies suggest that different enduring aspects of the store
environment influence customers’ shopping trips. However, their effects on
shopping trip experiences have not been central to prior conceptualisations,
which focus instead on how retailers manipulate store environments to influence
outcomes such as money spent or time in stores (Esbjerg et al., 2012).

A summary of the findings in this field is presented in Table 2.4.
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Author

Table 2.4 Retail atmosphere and layout — research key findings. Source
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2.4.5 Assortment

One of the most important functions of any retailer is providing its
customers with the right mix of assortment (Levy & Weitz, 2008). Consumers’
perception of range of products sold and services offered by store operators
influences store image (Ailawadi et al., 2009) and customer experience. That is
why this important construct is part of the study’s framework. Regardless of any
strategic or operational challenges, customers expect that retailers will be
offering the right mix of products, at the right price, with the right promotions, at
the right time, at the right place (Gruen & Shah, 2000). What remains unclear
for most retailers is what constitutes ‘the right mix of products’ or a ‘good

assortment’ (Bauer et al., 2012).

Brand assortment

A key aspect of the retailer's assortment strategy influencing customers’
behaviour is brand assortment, which has become a very important tool in the
last decade for retailers to influence their image and develop their own private
label. Consumers’ perception of the breadth of different products and services
offered by retailers influences store image (Ailawadi et al., 2006). There are
three main benefits of carrying a wide assortment, in terms of customer
behaviour:

e There is a correlation between the breadth of product assortment, and
the range of different situations in which a retailer is recalled and
considered by consumers, (Ailawadi & Keller, 2004);

e One-stop shopping convenience is becoming much more important than
ever (Messinger & Narasimhan, 1997);

e Customers regularly shop at more than one store, and may purchase
a category based on the assortment availability.

In addition, unplanned purchases continue to be a significant part of the
customers’ basket, and are therefore an advantage to retailers with a broader
assortment. Furthermore, customers with uncertain preferences believe they
have more flexibility in their choices with a retailer who has a broader
assortment (Kahn & Raju, 1991).
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A greater assortment does not necessarily need to mean better
perception (Ailawadi & Keller, 2004). Brand assortment is so important that
many retailers invest a lot into private label products, which will allow them to
achieve a competitive advantage and create differentiation between their
brands and those of competitors. In many cases those are the premium private
labels exceeding their national brand counterparts in quality ratings (e.g.,
Tesco’s Finest, Marks & Spencer’s St. Michael, Woolworth Select or Albert
Heijin’'s AH Select (Kumar & Steenkamp, 2007). Nevertheless, empirical
evidence of the relationship between private label use and store loyalty is
mixed. Corstjens and Corstjens (2000) assert that there is a positive correlation
between private label use and store loyalty using scanner data for one product
category; while Ailawadi et al. (2001) show a positive association using survey
data. Interestingly, Ailawadi and Keller (2004) find that heavy private label users
buy significantly less from a retailer than do medium private-label users.
Furthermore, customers who highly value the location dimension are less likely
to value assortment, and vice versa (Kopalle et al., 2009).

With in-store environment-controlled elements, retailers are in an ideal
position to create experiences for their customers. One of those experiences is
assortment management using appropriate strategies. There is still no answer

to the question:

What is the ideal assortment mix for the customers,
which is fully aligned with the store format and other in-store

environmental cues?

Not many studies focus on how the assortment can be integrated to the
retailers’ brand and how retailers develop their communication strategies as
a whole. Furthermore, there are many research opportunities concerning the
usage of store merchandising, signage, displays and other activities leveraging
the equity of the brands sold be the retailers (Ailawadi & Keller, 2004).
A summary of the findings in this field is presented in Table 2.5.
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Table 2.5 Assortment — research key findings. Source
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2.4.6 Price

Customer experience is created by those elements which retailers can
control, as well as by elements that are outside the retailer's control. Price is
one of the most important controlled elements influencing the perceived
shopping experience and impacting customer behaviour. Pricing is the key
aspect of the marketing mix and it plays a key role in determining the
destination store chosen by customers (Kopalle et al., 2009). The competition
results in segmentation of the market into a variety of the store formats that
provide many services in return for different margins (Ehrlich & Fisher, 1982).

It is very important to present the effect of pricing on the customer
experience. Two key retail pricing strategies that have an impact on customers
are Everyday Low Pricing (EDLP) and Promotional Pricing (PROMO). It should
be noted that most of the research about these strategies involves
supermarkets. In particular, Rajiv and Rao (1997) developed a theoretical
model of the strategies adopted by firms in a competitive game, and Bell and
Lattin's (1998) study on consumer preferences for one strategy over the other.
Other studies focus on identifying the impact of retail price on shopping
behaviour and store choice. Those researchers have found that consumers’
price expectations for the goods they buy influences store choice. Furthermore,
Bolton and Shankar’s (2003) research has found that:

e Customers with higher spend and lower demand-elasticity in individual
product categories will be more sensitive to the expected cost of the
overall portfolio (i.e., the market basket) when choosing a store;

e Every day low price stores usually have a higher share in sales of
large-basket shoppers whereas stores which base their trade on
promotions, get greater than expected share from small-basket
shoppers;

e High spender shoppers are not usually price elastic in their category
purchase incidence decisions. On the other hand, they are price elastic
in their store choice decisions.

Baker et al. (2002) found that there is a correlation between customers’

merchandise quality perceptions and their perceptions of overall product quality.
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In other words, the higher the consumers’ merchandise quality perceptions, the
higher their perceptions of the assortment quality. Other papers provide
evidence to the existence of a positive relationship between perceptions of
product quality and value (Dodds et al., 1991; Sirohi et al., 1998). The negative
linkage concerning the impact of monetary price on value was suggested by
Dodds et al. (1991) and Sirohi et al. (1998). This means that the higher the price
perception is, the lower the product value perception is for the customers.
Those studies focused on the manipulated price level, and it is important to
understand how store environment cues influence perceptions of the price level
of products.

Functional dimensions of store image link easily to the expectations of
the shopping experience. That is why if ‘value for money’ is part of the local
supermarket’s store image, customers are likely to expect to find products with
reduced or permanently low prices on the shelves. That is why for major
stock-up shopping trips, a ‘value for money’ image might create stronger and
more pronounced expectations than it would when the aim is to buy a missing
ingredient. It can be concluded, therefore, that customers usually use the last
few shopping prices as a reference as well as readily available information from
the environment which they experienced (Laroche et al., 2003).

Bell et al. (1998) analysed the factors that affect store choice. A key
conclusion is that consumer store choice should consist of choosing a store to
minimise the sum of fixed and variable costs of shopping. Thus, in order to be
competitive in a market segment, a store should avoid having high fixed and
high variable costs of shopping at the same time (Kopalle et al., 2009).

Studies confirm that merchandise value is a function of perceived
merchandise price, merchandise quality, and shopping experience costs.
However, the entire purchase situation, is an important determinant of
consumers’ responses to price (Nagle, 1987). This also includes the store
environment. Kotler (1973) confirms that in-store atmospherics may generate
price beliefs independent from the actual prices. It may be also used by the
retailers to create price differences for actually undifferentiated products. Helson

(1964) in his Adaptation Level Theory suggests that store environmental cues
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will influence consumers’ price expectations. Very interesting is the example of
Thaler (1985), whose findings show that the price of beer may be higher if it is
bought in a more upscale environment. Looking at prior studies, we can
conclude, that price is the one of the most important factors influencing
customer behaviour. A summary of the findings in this field is presented in
Table 2.6.
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Table 2.6 Price —research key findings. Source
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2.4.7 Promotions

In the retail environment, sales promotions play a key part of the
marketing mix, having the strongest impact on short-term consumption
behaviour, and on customer experience. Some posit that store promotions are
a way of life for retailers (Volle, 2001).

Customers and store operators promotions can be described as activities
controlled by manufacturers and retailers, targeting its final customer, aiming to
boost sales in the short-term by providing extra purchase incentives to
customers (Blattberg & Neslin, 1993).

One of the trends which characterises today’s grocery retail business is
increased multiple-store patronage (Kahn & McAlister, 1997). Consumers
actively look for opportunities and deals offered by a differentiated retail
environment. They usually do this by shopping at two or more stores on
a regular basis, which decreases loyalty in the retail sector (Bauer et al., 2012).
Interestingly, the relationship between brand loyalty and different pricing
strategies is not well-explained in the researched literature. When it comes to
promotions, there are two key decisions defining the final strategy: size of the
price reduction and frequency with which the product is promoted. These
decisions depend on the level of brand loyalty; how many consumers can be
convinced to switch to a brand by temporarily lowering its price, and how many
are brand loyal instead (Allender & Richards, 2012). There is evidence to
support the proposition that the majority of supermarket purchases are
unplanned, and that unexpected situational factors have a major influence on
food purchase decisions (Narhinen et al., 2000). In an application of Helson's
(1964) Adaptation Level Theory, Sawyer and Dickson (1984) argue that price
promotions initially entice consumers to purchase because individuals use the
product's regular price as a reference and perceive the discounted price as
a net gain (Kaltcheva et al., 2013). That is why retailers need to ensure that the
impact of the promotions is strong. It reiterates the important moderating effect
of in-store atmosphere. A pleasant atmosphere will increase the impact of
promotions and positively influence the length of customers’ stay in the store
which in turn will result in higher chances of noticing the promotional offers and
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buying more than planned (Sigue, 2008). It is widely accepted that promotions
increase short-term sales. Some promotional activities may create stockpiling,
increase sensitivity to prices, and reduce post promotional sales, while others
may attract new customers or increase consumption (Sigue, 2008).
Furthermore, there is an indication that a higher frequency of price discounts
might lead to lesser stockpiling on the customers’ part (Raju, 1995).

For the purpose of this thesis, the mechanisms through which
promotions positively or negatively influence customer behaviour are of
importance. Following the research of Raghubir et al. (2004), three main routes
are distinguished:

e The economic route changing the utility derived from the purchase;

e The informational route influencing consumers' beliefs regarding the
store, brand, or industry;

e The affective route, which is changing consumers' emotions.

According to Kaltcheva et al. (2013), there is another effect that
promotions may have on customers’ beliefs. It impacts customers® evaluations
of the store’s regular prices relative to competitors* prices. However, promotions
are mainly used in order to grab customers’ attention and also to offer direct
inducement (Ailawadi et al., 2006, 2009). Store level promotions on branded
products cannot only act as triggers for impulse buying but also be attractive
propositions to price-conscious consumers (Shukla, 2011). Furthermore, if the
objective of the promotion is to generate revenue, retailers should be seeking
promotions that increase overall spending in-store at the category level (Felgate
et al., 2012).

Purpose of shopping trip

The type or purpose of the shopping trip is important as it affects whether
customers are likely to purchase due to a promotion because of the relationship
between shopping trip behaviour and planned or unplanned purchasing
(Mitchell et al., 1995). Bucklin and Lattin (1991) found that promotions have
almost no effect on planned purchases. The biggest impact promotions have is
on unplanned or opportunistic purchase as those decisions are made in the
store and are influenced by in-store marketing activities (Walters & Jamil, 2003).
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Consumption behaviour

Within the retail marketing mix, sales promotions have among the

strongest impacts on short-term consumption behaviour (Laroche et al., 2003).

Areas for further investigation:

Consumer choice

The long-term impact of sales promotions on consumer choice should be
investigated further as most of the studies focus only on short-term
impact.

Brand health

It would also be good to see what the impact is on the retailer’'s brand
health.

Customer expectations

Customers’ expectations concerning future promotions and after-effects
of the price discounts are under researched. It would be also interesting
to see why some brands are promoted more than others and why some
offer greater discounts than their competitors.

Sales promotions/ advertising trade-off

Sales promotions and advertising trade-off should be understood more
deeply.

Shopping trip types

The relationships between shopping trip types, retail promotions and
purchases of specials and non-specials, and shopping basket profits also
could be researched in more depth. This could be cross checked with
behaviour of the customers from highly competitive markets to less
competitive markets and from stores patronised by lower-income
consumers to stores visited by more affluent consumers.

Individual characteristics

Future research could also examine the effects of individual
characteristics of sales promotions on customers’ evaluations of a store’s
regular prices. It would be interesting to verify how they influence
pre-existing shopper involvement, familiarity with competitors’ prices and

also the degree to which promotional features engage shoppers.
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e Brand equity and usage
Little research has been done concerning the impact of promotions on
brand equity and usage. What could be also investigated more are the
assumptions that promotions are profitable as well as the view of
purchase acceleration as a worry.
A summary of the findings in this field is presented in Table 2.7.
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Table 2.7 Promotions —research key findings. Source
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2.4.8 Branding

The shopping environment is structured by different formats designing
different shopping experiences, having at the same time different brand
management strategies (Burt & Davies, 2010). Retailers aim to perform different
activities and services, which provide ‘added value’ in the eyes of the customers
(Burt & Davies, 2010). Thus, retail branding is much more than only referring to
‘own labels’ or ‘private labels’ (Burt & Davies, 2010). In order to manage retail
brands successfully, managers need to understand what the customers are
looking for (Outi, 2001). Retailers attempt to improve their brand management,
however there is a challenge they face. The challenge is how best to integrate
their stores and their various distributor brands (i.e., store brands, private labels,
etc.) in order to strengthen their brand equity and become more differentiated in
order to stimulate customer experience (Juan Beristain & Zorrilla, 2011).

Customers visit stores not only to buy products. That is why retailers
must recognise the importance of the in-store environment and overall in-store
shopping experience (Kozinets et al., 2002). Grocery stores have meanings for
customers and convey certain messages to them through the use of products,
signs and symbols (Esbjerg & Bech-Larsen, 2009). A store’s image is perceived
as a way of managing store positioning (Birtwistle et al., 1999). A thorough
understanding of the in-store environment can help retailers in store
differentiation and in creating a desired competitiveness for their brands. Many
studies have revealed that brand and brand-related information cues impact
customer’s evaluations (Dawar & Parker, 1994; Dodds et.al, 1991; Miyazaki
et al.; Rao & Monroe, 1989).

Many research papers have focused on retailer attributes influencing
overall store image, such as the variety and quality of assortment, different
services, and brands sold. Furthermore, in-store environment, employee
behaviour and service quality together with price levels, breadth and frequency
of promotions are important factors impacting customers behaviour. Lindquist
(1974) as well as Mazursky and Jacoby (1986) classified these aspects into

a smaller set of elements: merchandise, service, and store atmosphere related
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dimensions (Ailawadi & Keller, 2004). All of these influence the customer
experience and all are part of this study’s research framework.

There are different ways in which retailers build their brand images.
Usually, this is done by attributing unique connotations to the quality of their
service, their product range and merchandising, pricing or credit policy (Ailawadi
& Keller, 2004). Retail brand image includes five different sub-components:
(1) perceived quality; (2) price image; (3) retail and retailer brand personality;
(4) brand service; and (5) store service. Some of these components are directly
connected to product-branding (i.e., creating no particular value to the brand).
Others while not being related to product-branding, concern store dimensions
(i.,e., retail brand personality, retailer personality and managerial
values/symbols) (Jara & Cliquet, 2012).

Very important for the retailer’'s brand image creation is to have the
store’s own brands, which are big opportunities for differentiation purposes.
Those brands can be used to create unigqueness as long as they are considered
by customers to be uniquely associated with store image (Collins-Dodd &
Lindley, 2003). Based on studies by Outi (2001) it can be concluded that it is
very difficult for stores to establish their own brand identity or differentiated store
image. In order to manage it well, the most important thing is to understand the
customers’ current and future needs.

The following direction is proposed for future research based on this
review of the literature:

1. Three critical facets that need to be examined including the role of
national brands, the role of private labels and the role that the store itself
plays as a brand (Grewal et al., 2004);

2. Much has been researched regarding branding, especially on private
labels and manufacturers’ brands. However, there is a need for a deeper
understanding concerning retailer brands, store brands and the manner
in which their image impacts on the customer behaviour;

3. Understanding how a retailer should position its brand;

4. Exploring how brand assortment is related to its image.

A summary of the findings in this field is presented in Table 2.8.
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Author

Table 2.8 Branding —research key findings. Source
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2.4.9 Service interface

Service quality can be defined as the overall evaluation attitude
(Parasuraman, 1985), which is the degree and direction of discrepancy between
customers’ perceptions and their expectation of what is actually delivered. The
main service quality dimensions include:

e Interaction quality: the interaction between customers and staff;

e Service environment quality: the overall atmosphere of the store and
the service environment;

e Outcome quality: the actual service customers receive (Brady & Cornin,

2001) as well as how shopping experiences form.

Critical incidents

Critical incidents refer to specific events during a shopping trip, which
make significant positive or negative contributions to the shopping experience
(Arnold et al., 2005), as they influence shopping trip satisfaction. Those events
are difficult to characterise as they depend on the customers’ shopping trip
motivations and expectations. Contact employees play a major role here as
they are responsible for satisfying customers‘ needs and expectations (Arnold
et al., 2005; Bitner, 1992). By better understanding this role, employees can
enhance shopping-trip satisfaction. The literature classifies employee
behaviours in critical service encounters in three primary groups (Bitner et al.,
1990; Esbjerg & Bech-Larsen, 2009):

1. Recovery when employees respond to service delivery system

failures such as stockout;

2. Adaptability or when employee responses are prompted by

customers’ special needs and requests;

3. Spontaneity or unprompted and unsolicited behaviours.

One very interesting fact is that critical incidents may also arise from
negative or positive experiences with other customers (Grove & Fisk, 1997).
According to Westbrook (1981), compared with pure services, customer-to-
customer experiences are less critical for grocery shopping trip satisfaction,

since they have limited interactions and less close physical contact. This may
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be important in smaller communities. Mainly where social and recreational
A summary of the findings in this field is presented in Table 2.9.

Table 2.9 Service interface —research key findings. Compiled by: Author

shopping motives prevail.
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2.5 Implications for theory and future research directions

The conceptual model (Figure 2.4) includes key determinants that shape
the customer’s journey and influence their behaviour. The model's various
components were analysed which allowed for the identification of the most
important component with the biggest impact on customers’ shopping trips.
Furthermore, the literature review has identified that in order to differentiate and
to compete more effectively, retailers must be more customer-oriented (i.e.,
they should concentrate on the customer’s shopping experience as a holistic
construct). In this case, it should provide a win-win value exchange between the
retailer and its customers (Grewal et al., 2009).

The key objective of the literature review was to understand what drives
customer behaviour, loyalty, attitudes and feelings, as well as how shoppers are
influenced through the shopping experience. The framework concerning
customers’ complete shopping path determinants helped to define what
constitutes delightful and unpleasant shopping experiences. It also helped to
review which elements have the biggest impact on these experiences. The
review focused not only on what exists in the academic knowledge but also on
identifying the gaps and future research opportunities. Once elements of the
in-store environment and their impact on customers’ behaviour are known, the
most important ones will be selected to check how they can be controlled by
retailers in order to increase sales and customer loyalty.

The literature review has revealed that the store atmosphere interacts
with customers’ perceptions and affects customer behaviour. The elements
which are in the retailer's control are those related to the customers’ senses.
Various components were reviewed (e.g., colours, amount of light, odour, layout
and music) and how they impact customers was examined. This may be
perceived as a starting point for controlling the in-store environment. An
appropriate mix of those elements influences store perception, purchase
intentions, increases sales and also time spent in the store (Baker et al., 2002;
Hui et al., 2009; Mattila & Wirtz, 2001; Milliman, 1982).

However, It is surprising how few of the reviewed papers have focused

on customer satisfaction with individual shopping trips. On the contrary, most
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studies have conceptualised satisfaction as an overall, cumulative evaluation of
a retailer based on all relevant encounters (Anderson et al., 1994). The
analysed literature in retailing and marketing, has not considered customer
experience as a separate construct (Grewal et al., 2004). Its individual
components examined however by recent works (Verhoef et al., 2009) claim
that it is holistic so it should be considered as one construct (i.e., holistically).
Furthermore, not many studies have researched the direct effects of store
environment and the mediating role of physiological states in the relationship
between store environment and shopping behaviours. In this context, an issue
deserving attention is also defining what constitutes delightful and unpleasant
shopping experiences (Arnold et al., 2005) and how it may influence customers’
shopping plans and behaviour.

The effects of ‘pre-shopping’ factors, the shoppers’ overall trip goals,
store-specific shopping objectives are generally unexplored- Only a few studies
have empirically examined the consequences of the meaning of transfer from
store environment to a store's merchandise. That is why it can be concluded
that it is worth investigating the multiple effects of the store environment
simultaneously. Those studies could reveal which constructs are especially
significant for a particular element or factor. It would help to differentiate them
from each other (Roy & Tai, 2003). It is a known fact that by satisfying
customers continuously, grocery retailers can encourage customer loyalty
(Esbjerg et al., 2012). It is therefore surprising how little research has focused
on customer satisfaction with individual shopping trips. On the contrary, most
studies have conceptualised satisfaction as an overall, cumulative evaluation of
a retailer based on all relevant encounters (Anderson et al.,, 1994). This
constitutes an important gap in previous research. Cumulative satisfaction can
be explained if we have a thorough understanding of what causes
satisfaction/dissatisfaction with individual shopping trips and as a result — what
most impacts customer behaviour.

Several leading studies, such as Baker et al. (1994) and Verhoef et al.
(2009), focus on service quality and the impact of the in-store atmosphere on

the satisfaction of the customers. This approach, however, is not fully aligned
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with retail market trends. This constitutes an important gap in previous
research, overall. Cumulative satisfaction can be explained through an
understanding of what causes satisfaction/dissatisfaction with individual
shopping trips. In retail environments characterised by intense competition at
both the store level and between different retail chains, disappointed consumers
can have negative consequences for satisfaction and loyalty because they have
many alternative shopping opportunities. Thus, the multiple effects of store
environment should be investigated simultaneously as it can indicate which
routes are particularly important for a particular element or factor, and hence
enable differentiation between the elements or factors (Roy & Tai, 2003).

The analysis of the research framework showed important gaps and
research opportunities in all analysed elements of the model. While analysing
the studies concerning the interactions between customers, we could observe
that it may have significant impact on the service experience (Baron et al.,
1996; Martin, 1996; Martin & Pranter, 1989). However, studies almost ignored
the need for creating relationships between customers and focused mainly on
creating relationships with customers. There are only several studies analysing
the manner in which customers can affect one another either directly, or
indirectly (Baker et al., 2002; Bitner, 1992). Furthermore, most of the social
elements (e.g., too many people in small spaces) can influence the perception
of crowding (Eroglu & Machleit, 1990). However, no empirical studies
researched the relationship between store employee cues and consumers'
perceptions of time/effort costs in a retail environment (Verhoef et al., 2009).
Furthermore, there has also been very little research conducted, specifically
with regard to customers’ public behaviours and how those behaviours affect
the satisfaction of other patrons (Martin, 1996). On the other hand, there is
a solid literature concerning the social environment, but there is a need to better
understand how the social environment impacts customer experience,
especially in a retail context. In order to do so, we need to understand how
customers act in groups and how these groups influence the shopping
experience of fellow customers. Moreover, there are no clear guidelines

concerning the design of the social environment and managing it in a way to
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assess its performance. There might be an impact of other customers spoiling

the shopping experience of the other customers. It would be good to research

then, whether customer compatibility management is the solution to it. This

should be cross-checked with the influence of employees affecting the customer

experience. All these gaps which should be considered, may have a significant

impact on the customer shopping experience.

2.5.1 Sales promotions

Different issues concerning sales promotions were analysed using different

theoretical models. Nevertheless, there are still some aspects needing to be

researched further, and those are as follows:

The long term impact of sales promotions on consumer choice
Most studies focus only on the short term impact, but it would be
interesting to explore what the impact is on the retailer brand health.
Customers’ expectations concerning future promotions and the
after-effects of price discounts

It would be interesting to understand why some brands are promoted
more than others, and also why some offer bigger discounts than their
competitors.

Sales promotions/ advertising trade-off

The link between sales promotions and advertising should be
investigated further.

Shopping trip types, retail promotions and purchases

The relationship between shopping trip types, retail promotions and
purchases of specials and non-specials merchandise, and shopping
basket profits — is another fascinating area to explore.

Highly vs., less competitive markets

This could be also cross-checked with behaviour of customers from
highly competitive markets versus those from less competitive markets;
as well as from stores patronised by lower-income consumers to stores

visited by more affluent consumers.
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Individual characteristics of sales promotions

Future research could also examine the effects of individual
characteristics of sales promotions on customers’ evaluations of stores
regular prices. It would be also interesting to verify how they influence
the pre-existing shopper involvement, familiarity with competitors’ prices
and also the degree to which promotional features engage shoppers.
The impact of promotions on brand equity and usage

Furthermore, little research has been performed concerning the impact
of promotions on the brand equity and usage.

Purchase acceleration resulting from promotions

Another gap that could be investigated is that regarding the assumptions
that promotions are profitable as well as the view of purchase
acceleration as a worry. Many research papers focus on everyday low
price and promotions, however we can observe other strategies used by
retailers such as exclusive pricing, moderately promotional pricing, and
aggressive pricing (Bolton & Shankar, 2003). Prior research has not
examined how the aspects of store environment influence general price
level expectations for the entire store, nevertheless have shown, that
price is the one of the most important factors influencing customers’

behaviour.

2.5.2 Assortment management

With in-store environment controlled elements, retailers are in an ideal

position to create experiences for their customers. One of those experiences is

assortment management using proper strategies. However, the literature

indicates that it is unclear for most retailers what constitutes the ‘right mix of

products’ or a ‘good assortment’ (Bauer et al., 2012). The following gaps were
identified:

Assortment integration
Not many studies focused on how the assortment can be integrated into
the retailers’ brand and how they can develop their communication

strategies as a whole.
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e Usage of store merchandising, sighage, displays and so forth
There are many research opportunities concerning the usage of store
merchandising, signage, displays and other activities leveraging the

equity of the brands sold by the retailers (Ailawadi & Keller, 2004).

2.5.3 Private labels and manufacturers’ brands

Many studies investigated branding, especially private labels and
manufacturers’ brands. However, there is a need for more specific research
concerning retailer brands, store brands and the impact their image has on the
customers’ behaviour.

It is very important for retailers to understand how they should be
positioned as well as what is the relation between their store image and the
brands, which they sell. According to Semeijn et al., 2004), store image can
therefore be considered as an important prediction of attitude towards a store
brand. Based on many research studies, it is possible to conclude that customer
behaviour is based on information associated to store image. It influences
consumer perception (Martineau, 1958; Bettman 1979; Bagozzi, 1998; Hayes
1998). There are many studies concerning the determinants of store image
(Lindquist, 1974; Nevin & Houston, 1980; Bitner et al.,, 1994; Erdem et al.,
1999), though most analysis is based on the relationship between the variables.
Much of this research has helped my understanding of the critical influence of
store image, however very little has been done to verify its impact on the
outcome of the customer’s decisions, which is reflected by their choice of store
(Chez et al., 2003). In addition, a conceptualisation and scale for measuring
retail brand experiences has not yet been developed (Arnould et al., 2002).
While observing the impact of branding on customer behaviour, it is believed
that future research should focus on the different elements of retail branding.
There are three important areas which should be researched more deeply.
Those are: the role of national brands, the role of private labels and the role that
the store itself plays as a brand (Grewal et al., 2004).

In summary, all reviewed studies concerning the conceptual model

suggest that different enduring aspects of the store environment influence
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customers’ shopping trips. However, their effects on shopping trip experiences
have not been central to prior conceptualisations, which focus instead on how
retailers manipulate store environments to influence outcomes such as money
spent or time spent in stores (Esbjerg et al., 2012). This constitutes an
important gap in previous research, overall. Cumulative satisfaction can be
explained if we have a thorough understanding of what causes satisfaction/
dissatisfaction with individual shopping trips and how this influences the

customers’ shopping behaviour.

2.5.4 Methodology

The research techniques which have been used to investigate the
relationship between the store environment and shoppers’ behavioural
responses centred in many cases on experiments conducted in the field and
laboratory (Turley & Milliam, 1992). Some methodological flaws have been
identified and those are discussed below.

In laboratory experiments, researchers used pictures, videos and written
descriptions to adapt and operate the store environment. Those methods are
effective for testing psychological reactions but they do not investigate the
behavioural responses of the shopper during the shopping trip (Nath, 2009).

In addition, existing studies do not provide information for practitioners
concerning guidelines for selecting the appropriate arousal level for a store
environment with a specific layout (Kaltcheva & Weitz, 2006). There are very
few studies focusing on pre-shopping factors from which the motivation and
context for a shopping trip emerge. What is also new and not confirmed in prior
research is that out-of-store marketing has no direct effect, it reinforces the lift in
unplanned buying from shoppers who use marketing materials inside the store.
Moreover, in order to know exactly what drives customer behaviour, in terms of
attitudes and feelings, these cannot be based solely on customers’ memories,
which fade rapidly. There is a need for additional research in order to
understand how the physical and social environment impacts the customer
experience and shopping plans, in a retailing environment (Lam, 2001). The

relationship between the store layout, in-store atmosphere and shopping list
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data, as well as its impact on the consumers’ shopping plans should be
researched to a greater depth. There is a need for a study which links travel
patterns, purchase behaviour and customer feedback concerning the shopping
experience and brand exposure. All of this would help to design my research
investigating the complete shopping path and the impact of the in-store
environment on customer perceptions. The impact of the in-store environment
on customers is not fully explored and there are many further research
opportunities.

All identified gaps in the academic literature presented (Table 2.10) will
help create a detailed research model which will contribute to the existing
knowledge. A contribution could be made by providing a clear answer in what
way the in-store environment cues influence the shopper through the focus on
his/her shopping plans. The biggest value would be obtaining not only
declarative findings but using the customer till-data, as well.
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Author

Table 2.10 Identified gaps and research further opportunities. Source
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3 EMPIRICAL PROJECT

3.1 Introduction
3.1.1 Background and rationale for the project

A great deal of research focuses on how consumers shop, but the rationale
behind their chosen behaviours remains unknown. This, in turn, makes it particularly
difficult for retailers to establish an appropriate strategy to not only ensure customer
loyalty, but also to lead and to increase business in a sustainable manner, within
such a competitive environment. Retail exists as a result of consumer spending.
Furthermore, in-store environment is a vital tool for differentiation on a market, and is
recognised by many retail operators (Levy & Weitz, 2008). Nowadays, the ability to
find a way to increase customer spending even by 1%, may determine a retailer’s
overall success, or failure. Today’s retailers need to be able to balance a number of
different critical components to create perceived value, which attracts customers and
encourages them to spend more. Success depends on the optimal combination of
elements creating the in-store experience. That is why promotional, merchandising
and store design policies are all controlled by retailers in order to increase customer
spend and their customer satisfaction, overall.

Many studies have been conducted concerning the effects of the in-store
experience on customer decision-making models (Kumar & Kim, 2014). However,
few have addressed customer spending at the level of the individual patron, or store
level (Babin & Darden, 1996). Spending in general, and shopping in particular,
carries considerable informative potential, as it illustrates an expression of people’s
preferences (Otto et al., 2009). Customers are able to choose from many retailers
selling similar products, driven by the desire to receive unique shopping experiences
and products (Kumar & Kim, 2014). In such a competitive environment, retailers must
define what is distinctive about their offer and what should be driving customer
spending. Is it a particular product, service or perhaps specific perception of the
in-store environment? From this perspective, all elements impacting customers’
behaviour are of great importance for retailers. To sustain a customer’s loyalty in the
long term, retailers often find it valuable to focus on customer experience. But which
experiences are most important for customers? And how likely are they to influence

a change in behaviour? Which are the most profitable areas for retailers to focus on
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and which are the least profitable? To answer these questions, there is a need to
gain a deeper understanding of how the in-store experience impacts shoppers’
behaviour.

For consumers, grocery shopping is a frequently recurring shopping activity
that provides both utilitarian and hedonic value (Babin et al., 1994). According to
Verhoef et al. (2009, p. 21), the customer experience construct “...is holistic in nature
and involves the customer’s cognitive, affective, emotional, social and physical
responses to the retailer.” This experience is not only created by elements within the
scope of control of retailers, such as: service interface, retail atmosphere,
assortment, price. It is also composed of elements, which are usually outside the
retailer’s control, such as traffic in and outside the store or even weather conditions.
In my literature review, | highlighted many publications concerning atmospherics and
the effects of the store environment on customer decision-making models, including
spending (Eroglu & Machleit, 1990; Hui & Bateson, 1991; Kaltcheva & Weitz, 2006;
Milliman, 1986; Park et al., 1989; Smith & Curnow, 1996). Many studies have been
performed identifying key possible ways in which store atmosphere may influence
customer satisfaction and shopping behaviour: directly, via goal-attainment and via
mood-change. In all cases, the positive effect of a pleasant store atmosphere on
customers’ reactions has been clearly demonstrated (Donovan & Rossiter, 1994;
Spies et al., 1997). There are also studies proving that pleasure created by in-store
environments can be an important reason for customers electing to spend extra time
in a store and to spend more money than intended (Donovan & Rossiter, 1994).
Some of the research also suggests that most the shoppers purchase on a portfolio
basis, switching from store to store at will (Knox & Denison, 2000). There is also
similar evidence to suggest that consumers mentally budget for shopping trips
(Netemeyer et al., 2012). From this perspective, in-store experience, creating
customer experience is the main force impacting customer behaviour and
satisfaction.

The literature with regards to the atmospheric effects on consumer behaviour
has evolved, and marketing researchers have realised its importance in creating an
influential atmosphere at the point of purchase (Turley & Milliam, 1992). This type of
atmospherics planning can mean the difference between a business’ success or
failure (Bitner, 1992). In recent years, it has become increasingly difficult for retailers
to create competitive advantage based on range, pricing strategies, promotions or
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location. However, the store itself can create a unique in-store environment and
atmosphere impacting customers’ behaviour (Lam, 2001). Despite humerous studies
on the in-store experience, research findings are not sufficient to provide a detailed
understanding of a store’s environmental effects. The rationale, which is frequently
raised in justifying the decision not to invest in delivering a great in-store experience
is that it comes at a high cost. However, we should remember that delivering great
in-store experiences actually makes the cost of serving customers lower. Unsatisfied
customers are expensive as they are more likely to return products, or more likely to
require support. That is why, there is a need to connect the right data, and to assess
the impact of the difference between delivering a great experience and delivering
a poor one in order to demonstrate the magnitude of the impact (Kriss, 2014).

Nowadays, all retailers attempt to build or modify existing in-store
environments in order to become more competitive. Usually, they do this using their
experience, however without exactly knowing the detailed impact of a specific design
or change of atmosphere, on its users. This is mostly due to the fact that there isn’t
much empirical research addressing the role of physical surroundings in consumption
settings (Bitner, 1992). With an overarching question then, focusing on the roles of
product, service and environment perceptions on customer satisfaction and
behaviour, | designed my research project. Based on this, in my research thesis
| described the final research model and key findings contributing to the identification
the impact of product, service and in-store environment perceptions on customer
satisfaction and behaviour, providing retailers with a clear indication as to which of
the in-store experience constructs they should invest in, as a priority.

3.1.2 Specific purpose of the project

The effects of atmospherics have been measured on a wide variety of different
dependent variables over the last 30 years of research. Sales, time spent in the
environment and approach-avoidance behaviour have been the most widely studied
dependent variables in experimental studies of retail atmosphere. Some leading
studies, such as those by Baker et al. (1994) and Verhoef et al. (2009), are focused
on service quality and the impact of in-store atmosphere on customers’ satisfaction.
This approach, however, is not fully aligned with retail market trends involving
a complexity of elements of the in-store experience impacting customer satisfaction

and spending. A review of the existing literature has identified that the focus of
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research is mainly on elements of the retail environment that are under the retailer’s
control (e.g., lighting, layout, colour, music, in-store visualisation). Although
a substantial body of literature describes how retailers can influence observable
customer behaviours by manipulating enduring and transient aspects of their store
environments, few researchers have investigated how consumers experience these
different aspects, particularly in a grocery retailing environment. The impact of the
in-store experience on customers is not fully explored and there are many further
research opportunities (Appendix B). In addition, existing studies do not provide
information for practitioners concerning the guidelines for selecting the appropriate
arousal level for a store environment with a specific layout (Kaltcheva & Weitz, 2006).
Furthermore, to know exactly what drives customer behaviour, in terms of attitudes
and feelings, research cannot be based on customers’ memories alone, as they fade
rapidly. There is a need for an additional research context to understand how the
physical and social environment impacts customer satisfaction and shopping
spending in a real, not simulated retail environment (Lam, 2001). The relationship
between the perceptions of the in-store environment, service, product, and customer
behaviour, should also be researched in greater depth. There is a need for a study
that links travel patterns, purchase behaviour and customer feedback concerning
shopping satisfaction.

When examining the opportunities in the research domains concerning retail
atmospherics more closely, | could observe that the field of retail atmospherics
provides a framework from which to explore potential antecedents and
consequences of consumer behaviour and spending. According to Kotler (1973),
atmospherics, itself, represents an attempt to manipulate the physical retail
environment to create specific emotional reactions among store patrons (Kotler,
1973). That is why, conceptual and empirical studies are attempting to prove, that
there is systematic covariance between store environments and consumer
behaviours (Babin & Darden, 1996). The data suggest that any change in the
environment may be noticed and evaluated similarly by everyone, but responded to
differently (Grossbart et al., 1975). Furthermore, it is widely known that one tends to
buy more things and to spend more money when one is in a positive rather than in
a negative mood state (Spies et al., 1997). In addition, | identified that traditional
in-store measurement techniques overlook critical factors that go into shaping

customer service and perceived customer value; they provide many interesting
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insights, however they did not fully capture what is required to succeed in today’s
competitive retail environment. There is also a need to remember, that many
previous studies were experimental, empirical or declarative in nature. Baker et al.
(1992) described several methods of testing the effects of the store environment:
using a prototype store, asking participants to respond to verbal descriptions of
a store or creating a simulated store environment. These methods generally use
small sample sizes and because they are based on a single instance rather than
a continuous and objective measure, and the results serve as reliable benchmarks.
However, with a bigger sample size and real in-store environment experiments, these
results could serve as more meaningful measurements of change.

| could observe that the use of customer insight in marketing decisions could
be better understood, partially due to difficulties in obtaining research access (Said
et al., 2015). All of this constitutes an important gap in previous research, overall.
Few studies have investigated the direct effects of the in-store experience and the
mediating role of physiological states in the relationship between the store
environment and shopping behaviours concerning spending. In this context, an issue
which deserves attention is defining what constitutes delightful and unpleasant
shopping experiences (Arnold et al., 2005) and how it may influence customers’
shopping plans and behaviour, impacting their spending and satisfaction. All the gaps
identified in academic literature | described and presented in my literature review and
summarised in Appendix B helped me create the detailed research model that will
contribute to the existing knowledge. The purpose of this study was also to provide
a clear answer regarding the manner in which in-store experience cues influence
shoppers through the focus on their shopping plans. The greatest value would be
achieved by obtaining not only declarative findings, but also using customers’
behavioural data.

Thus, the purpose of my research was to use a robust model in a real in-store
environment, including detailed shopping spending data provided by Dunnhumby.
The model was based on an extensive amount of data, which in my case
represented big and secondary data. Big data usually are rich in trends and patterns
but in order to identify them, the data require strong computational techniques. The
insights received from this kind of extractions, can be of great value for official
statistics, surveys and archival data sources. In my case, the data were directly
linked to each of 30,696 customers who responded to the survey. The details of
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spending on different category levels helped me reach conclusions on the impact of
in-store experience on the performance of individual categories. Till data, not
declarative data, helped to ensure that the findings were not impacted by mistakes
regarding what customers were declaring they bought.

Based on the findings presented in Chapter 3, | created a simple table
focusing on key studies concerning sales and customer spending (Appendix A).
What is interesting is that nobody had previously researched the impact of key
in-store experience constructs (e.g., assortment, service, in-store environment) on
customers simultaneously. Knowing all the gaps and future research opportunities
described in my literature review (Appendix B) helped me define the purpose of my
research project. It aimed to identify which elements of the in-store experience have
the greatest impact on customer satisfaction and which ones influence customer
behaviour. It also aimed to more closely examine what might impact the number of
visits of individual customers. My objective was to achieve a very large research
sample and till data linked to individual customers. This approach had a significant
advantage over prior studies, as it was neither declarative nor experimental, and
provided a very high level of credibility. To achieve this, | needed to first create my
conceptual model, which formed the basis for my research and data collection. It
included key determinants that shaped customers’ journeys and influenced their
behaviour. The model's various components allowed the identification of the most
important factors with the greatest impact on overall shopping satisfaction and
behaviour of customers. | used spending data, which is an aspect that also
substantially constitutes new information not captured by demographics (Otto et al.,
2009). Through my research | also aimed to assess whether the in-store experience
is the main driver for changes in customer behaviour. Even finding factors that have
a minor impact on behaviour or spending can be extremely important for retailers,
considering the very high competitiveness of the retail sector. This led me to develop

my detailed research question:

What is the impact of product, service and in-store environment perceptions

on customer satisfaction and behaviour?

It is important for me to attend to the practical aim and professional
implications of my project to the industry. By answering my research question, | could
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also be able to give retailers a clear indication in terms of which elements of the
in-store environment cues are impacting their customers’ behaviour most and where
they could expect the highest return from one unit investment in the researched
factors. This is very important for the industry, as retailers can control many in-store
experience factors, and in different markets in different formats, different retailers
invest in different in-store experience determinants. As it was mentioned earlier, the
greatest challenge is to measure which in-store experience construct is the most
effective and which strategy brings about the highest and most sustainable benefits.
There is ongoing debate in the industry regarding the importance of price, range,
in-store environment and customer service. That is why, in my research, | addressed
all those factors and | aimed to determine which particular one creates the greatest
value for customers as well as retailers, which creates loyalty from increased
shopping experience and which is driving retailers’ sales from increased customer
spending.

All this information together should help me indicate the right balance
regarding the in-store experience factors in which retailers should invest. Considering
the high capital spending by retailers to refit old stores, open new ones, create
different store experiments and also investments into marketing, this work can lead to
many financial benefits for operators. Finding even a small relationship between one
of the researched elements and customers’ spending, the benefits considering the
scale of some of the retailers (Tesco: $91 billion in sales in 2015; Carrefour:
$98 billion in sales in 2014 (Deloitte, 2016)) can be enormous. Significant financial
benefits can stem from even the smallest correlation of even 1% between in-store
experience elements and customer spending. Therefore, knowing the gravity of the
challenge and the possible benefits, | approached my research project using a real
in-store environment for the study and robust till data in order to create models that
would answer my research question, contributing to existing knowledge, as well as
helping retailers to grow and invest in what really matters to their customers and

business.
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3.2 Research project positioning

3.2.1 Philosophical positioning

In my ontology, which are philosophical assumptions regarding the nature of
reality, | took the realism approach. This approach, a traditional position, emphasises
that the world is concrete and external and that science can progress only through
observations that have a direct correspondence to the phenomena being investigated
(Mehrabian & Russell, 1974). This is an extreme position, which was modified,
pointing out that the difference between the laws of physics and nature, and the
knowledge or theories that scientists have above this law. It assumes that the
ultimate objects of scientific inquiry exist and act quite independently of scientists and
their activity. This is contrary to the debate concerning relativism. In this approach,
we assume that scientific laws are not just there to be discovered, but they are
created by people (Mehrabian & Russell, 1974). This means that the ‘truth’ of
a particular theory or idea is led through discussion and agreement between the main
protagonists. In the retail research field there is much evidence available for all
protagonists but none of is actually accepted as definitive by all, supporting different
views at the same time. The relativist position assumes that there may never be
a definitive answer to the debate, which is not the case of my approach.

Epistemology, is mainly about different ways of inquiring into the nature of the
physical and social worlds (Mehrabian & Russell, 1974). It has formed the ground for
debate among many scientists as to how social science should be conducted:
positivism and social constructivism. Interestingly, there are no scientists holding only
one sole position. Positivism, in general, refers to philosophical positions that
emphasise empirical data and scientific methods. This tradition holds that the world
consists of regularities, that these regularities are detectable, and that the researcher
can, therefore, infer knowledge about the real world by observing it. Positivism
provides the best way of investigating human and social behaviour and I've taken this
approach in my research study. Furthermore, a positivist approach provides
a hierarchy of methods. Experiments are considered ideal because of their ability to
determine causality. Although, this method is often difficult to employ in the social
sciences due to practical and ethical issues, for my research objectives this approach
suits well. Statistics is a second-best approach, well-suited for making

generalisations. Comparative methods, as well as case studies, are primarily used
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for theory testing/building. Social constructivism was developed in reaction to the
application of positivism to the social sciences and while taking this approach one
takes the view that ‘reality’ is not objective and exterior but socially constructed and
given meaning by people (Mehrabian & Russell, 1974). One can assume that this
means that ‘reality’ is determined by people rather than by objective and external
factors. The focus is on what people individually and collectively are thinking and
feeling. Attention is focussed on the ways people communicate with each other, both
verbally or non-verbally. That is why, while taking this approach researchers attempt
to understand and appreciate the different experiences that people have, rather than
looking for external causes and fundamental laws to explain a behaviour. As in my
research, | assume that the in-store experience exists, it has impact on customers
and | formulate the measures to evaluate this. That is why a positivist approach is
taken in my research.

The methodology used in the research is connected to the position | take.
From an ontological perspective, | employ realism and my epistemology is positivism,
which defines my methodological approach. In my position, however, | assume that
there is a reality that exists independently of me and my work is to discover it. In my
case, | examine the impact of the in-store experience on customer behaviour.
| design my study to create key factors to be measured precisely to verify or falsify
my hypothesis. While | recognise that reality cannot be accessed directly, | am using
surveys of large samples of individuals to access it indirectly. My data here will be
expressed in quantified form, which will help to create propositions that will be tested.
Based on those results, new ideas may be developed.

3.2.2 Theoretical positioning

In order to develop my research framework, | needed to review the theoretical
background of the customer-experience construct. This knowledge helps to better
understand the overall structure of the conceptual model and the detailed role of its
elements (i.e., creating and influencing the customers’ shopping experiences).

Some of the first work concerning the impact of the store environment on
customer behaviour dates back to the 1950s and 1960s (Cox, 1964; Kotzan &
Evanson, 1969; Martineau, 1958; Smith & Curnow, 1996). The term ‘store
atmosphere’ was used and defined for the first time by Kotler (1973). It was used to

describe the planning of the environment to create certain effects on buyers.

153



Kotler (1973) affirms that a product goes beyond the tangible aspects normally
associated with it and that a planned environment has an impact on it. Based on this
one can conclude that shopping trips can be very complex, considering the number
of stimuli shoppers encounter both inside and outside the store (Esbjerg et al., 2012).
However, all the empirical studies, which were examined for this literature review, are
mostly based on studying customer behaviour within the store. The techniques
identified in the research papers include (1) analysis of records; (2) observations;
(3) interviewing; (4) controlled experimentation.

Most of the reviewed papers focus on customers’ perceptions of the in-store
shopping experience, which is a holistic construct in nature and involves the
customer’s cognitive, affective, emotional, social and physical responses to the
retailer (Bell et al., 2011). That is why the majority of in-store studies are based on
the PAD Emotional State model (Mehrabian & Russell, 1974) concerning the impact
of the environment on behaviour. This theory proposes three basic emotional states
which mediate approach-avoidance behaviours in any environment: Pleasure-
displeasure; Arousal-non arousal and Dominance-submissiveness (PAD). Based on
this theory, store environment could affect customer behaviour in several ways.
Certain response of human beings to the environment may be conditioned or
hard-wired into the human brain. For example, for a store layout in a racetrack form,
shoppers may follow the path defined by the layout with little thought or emotion
aroused by the layout (Levy & Weitz, 1998). In the work of Mehrabian & Russell
(1974) one can observe, that in a variety of settings (schools, hospitals, homes, etc.),
emotions affected by the environment can be fully described by three states,
pleasure, arousal and dominance (PAD). Interestingly, for many years the majority of
studies on emotional response to store environment have adopted this paradigm,
providing evidence that shoppers’ emotional states can be largely represented by the
PAD dimensions (Babin & Darden, 1996; Bellizzi et al., 1983; Donovan & Rossiter,
1994). These studies also show that emotional responses lead to a variety of
behaviours and outcomes, such as how long shoppers stay and how much money
they spend inside a store. Other studies use different scales that include some
emotion measures (Bellizzi et al., 1983). However, many of these measures are
similar to those found in the PAD dimensions, which is why | keep it as the dominant,

theoretical positioning in my research thesis.
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When | look at this model more closely | can see that the Mehrabian and
Russell (M-R) (1974) model is based on the stimulus-organism-response (S-O-R)
paradigm, relating features of the environment (S) to approach-avoidance behaviours
(R) within the environment, mediated by the individual’s emotional states (0) aroused
by the environment. The M-R model proposes that sensory variables within the
environment, the amount of information in the environment, and individual differences
in affective response will influence people’s affective responses to the environment.
The model (Figure 3.1) is quite influential and has been validated in many prior
studies. However, in the current retail environment it is not fully up-to-date. The
model helps to understand the emotional responses of the customers in a store, but it
does not refer to the multiple touch points impacting their responses. Thus, it needs
to be adapted to have a new, richer, theoretical framework (Figure 3.2). In this
modified framework, environmental characteristics are proposed to affect consumer
arousal, which in turn affects pleasantness and (through pleasantness) consumer
shopping behaviours.

ENVIRONMENTAL EMOTIONAL APPROACH OR
STIMULI I:> STATES: PLEASURE, |:> AVOIDANCE
AROUSAL RESPONSES

Figure 3.1 Modified Mehrabian-Russell Model. Source: Donovan & Rossiter 1994, p.284

Verhoef et al. (2009) noted the need to consider customers’ in-store
experience alongside experiences in other channels (Figure 3.3) as well as the
evolution of their total experience with the brand over time. Verhoef et al. (2009)
furthermore suggested that longitudinal research needs to be conducted to explore
whether the drivers of the retail experience are stable. Over the stages of the
customers’ journey, it is likely that different retail drivers have different effects at the
various stages of the decision-making process and as a function of customers’
experience level (Puccinelli et al., 2009). Taking this into consideration, my research
should focus on seven consumer behaviour research domains that influence
customers’ experiences (Figure 3.2): (1) goals, schemas and information processing;
(2) memory; (3) involvement; (4) attitudes; (5) affect; (6) atmospherics; and
(7) consumer attributions and choices. These illustrate insights gleaned from each
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topical area, using standard consumer decision-making stages (i.e., need
recognition, information search, evaluation, purchase and post-purchase). For
example, consumer goals play an important role in determining how consumers
perceive the retail environment and various retail marketing mix elements (Arnold
et al., 2005).

Ermvironmental
characterisiics

Shopping

Arpusal L Pleazantness .
behavior

Mativational
onentation

Figure 3.2 Environmental characteristics impact on shopping behaviour. Source:
Kaltcheva & Weitz, 2006, p.109

Furthermore, according to Meyer and Schwager (2007), customer experience
is the internal and subjective response. To have a holistic view of the theoretical
background concerning customer experience, this process needs to be integrated
with phases such as search, purchase and consumption. This approach differs from
most studies in the retailing literature, which focus mainly on specific parts of the
shopping experience.

However, for this research project, shopping encounters should not be
examined in isolation and thus there is a need to adopt a holistic view of customers’
shopping experience to identify the elements that have the greatest impact on
customers’ shopping trip. Adding to the above, recent literature has identified that the
customer experience construct is holistic in nature and involves the customer’s
cognitive, affective, emotional, social and physical responses to the retailer (Bell

et al., 2011), influencing customer satisfaction and spending.
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Figure 3.3 Conceptual model of customer experience creation. Source: Verhoef, P.

et al., 2009, p.32
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3.3 Conceptual model and research framework

Based on my theoretical approach and the ‘complete customers shopping
path framework,” which | created as the result of my literature review, | identified the
most important elements impacting customer behaviour, as well as customer
behavioural responses. This helped me understand which elements constitute
delightful and unpleasant shopping experiences, having the greatest impact on
customers and their behaviour. Based on this, | developed a new model with the
major factors influencing customers’ shopping trips. These are identified and the key
elements are highlighted (Figure 3.4).These are the elements that have a direct
impact on creating the in-store experience, simultaneously influencing customers’
behaviour. As | am attempting to narrow my study, | do not discuss other
determinants that are the part of the customers’ complete shopping path (described
in my literature review). However, it is essential to understand that a customer’s
in-store experience is not limited to only his/her interaction in the store. It is rather
created and implicated by a combination of different factors that occur before and
after sales. Thus, although | am narrowing my study (Figure 3.4), | should keep in
mind these different dynamics influencing and impacting customers’ shopping
experiences from a holistic point of view:

e Social environment: The impact customers’ friends, colleagues and family
have on each other during a shopping trip. The focus is on the interpersonal
influence of customers and how the interactions among them can have
a profound effect on customers’ shopping experience, as well as their
responses in-store.

e Retail atmosphere/ layout: A layout is an example of a design cue that
influences the customers’ expectations concerning their movement in the
stores (Baker et al., 2002). The focus here is on ambient and design factors,
such as lighting, scent, colour, music etc. to verify what kind of direct effect
they have on the shopping experience. Also in-store communications are the

most influential touch points on brand consideration (Baxendale et al., 2015).
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[ IN-STORE EXPERIENCE ] [ BEHAVIOURAL RESPONSES ]

[ SOCIAL ENVIRONMENT ]

[ SPEND ]

RETAIL ATMOSPHERE/ LAYOUT

ASSORTMENT

PRICE

COMMS [ AVERAGE NUMBER OF VISITS }

IN-STORE RETAIL BRAND
COMMS

SERVICE INTERFACE

| |
| |
| |
[ PROMOTION/ SPECIAL OFFERS W
| |
| |

SATISFACTION

‘ OVERALL SHOPPING

[ CRITICAL INCIDENTS ]

Figure 3.4 Initial, conceptual framework of in-store customer experience on

satisfaction and behaviour. Source: Author

Assortment: Customers’ perceptions of the diversity of different products and
services offered by a retailer influences their shopping experience and their
behaviour. Different assortment strategies are important constructs, and these
impact customers. One of the greatest problems for retailers is the challenge
of getting the right merchandise in the right quantities to the right stores at the
same time that customers want it.

Price: This is an important construct controlled by retailers and influences the
perceived shopping experience. Different pricing strategies impact customers’

shopping goals. Furthermore, among the four Ps (product, price, place,
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promotion) this is one of the most important in terms of earning value for the

retailers.

e Promotions/ special offer communications: These are an important part of
the marketing mix, and retailers aim to build a store brand image with the
intention of influencing consumers’ attitudes and behaviour. Different kinds of
promotions have different roles in retailing, influencing customers’ shopping
goals and behaviour.

e Branding: Retailers make concerted efforts to improve their brand
management to influence their customers’ behaviour. Brand and brand-related
information cues will be reviewed regarding how they influence customers’
evaluation, as well as any advantages offered for the retailers by having
strong brands.

e Service interface and critical incidents: These are specific events during
a shopping trip that make positive or negative contributions to the shopping
experience (Arnold et al., 2005). They influence shopping satisfaction. The
impact they have will be analysed depending on customers’ shopping trip
motivations and expectations.

In my framework, several dependent variables (spending, shopping
satisfaction and number of visits) are examined to determine how they are impacted
by in-store experience constructs. | used this framework as the basis to collect the
data and to create my more detailed research framework, which | describe below.
The framework also helped me to ensure that the secondary data | wanted to use are

fully aligned with my research objectives.

3.4 Methods
3.4.1 Methods for researching the retail customer experience

Several methods have been used and repeated extensively while researching
the in-store environment. Baker et al. (1992) described several methods with regards
as to how the in-store environment could be tested. It focused mainly on using
a prototype store, creating a simulated store environment or providing a verbal
description of a store and asking participants to respond to it. Based on my
experience as a retailer, | am aware that many retailers, for example Tesco or Metro

group first developed prototype stores to observe which element of the project is
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working well and which is adding the most value for the customers and business at
the same time. This approach is very costly, thus making it too expensive to be used
by small retailers. An alternative to this, which is a much more affordable solution,
might be asking the customers to respond to verbal descriptions of a store. Gardner
and Siomkos (1985) found that such descriptions systematically affect consumers’
perceptions of physical sensations. However, Baker et al. (1992) described that
although this approach is suitable for laboratory testing, it carries some limitations.
These limitations mainly concern external validity as verbal descriptions can be
value-laden (Lam, 2001). There are also many other studies using videotapes, slides
or even drawings. This methodology could never be as accurate and precise as
a real in-store environment. However, the validity of this simulation method is
supported by Hui and Bateson (1991). It also helps researchers to keep all relevant
cues constant across subjects. Furthermore, qualitative methodology was also used
by the researchers.

In terms of different settings, prior studies concerning the in-store environment
were, in many cases, performed in the field and in laboratories, with an artificial
setup. Participants were asked to imagine themselves in hypothetical situations, and
respond to specific questions. They were required to respond, as they believed
others would do in the hypothetical situations given. Nevertheless, the advantage of
laboratory research is that it can better establish causality through reducing the
number of confounds via a controlled environment like a laboratory setting. These
methods, in spite of having many advantages, also have several important
disadvantages; the simulation is never as real as a real situation would be. Mainly
they concern results, which would not really apply to the real world. Furthermore, it
may be difficult to replicate or generalise these results, due to researchers’ bias or
social desirability. Interestingly, Gardner and Siomkos (1985) found that
assessments of atmosphere effects are not biased by the use of role playing or third
parties.

Many field studies do not have advantages connected to those, based on
laboratory settings, where there is a possibility for subjects being assigned randomly
to different treatment conditions, balancing the number of subjects in different
treatment conditions at the same time. Nevertheless, field studies may have higher
external validity. An unbalanced design or correlation may be found between
explanatory variables in field studies which at the same time reduces the power of
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hypothesis testing and hence the validity of the findings. For example, Donovan and
Rossiter (1994) failed to find conclusive evidence for the interaction effect between
pleasure and arousal on shopping behaviours and attributed the lack of strong
evidence to the unbalanced design of their field study. This explains why simulation
and laboratory experiments are part of a methodological approach to measure the
impact of the in-store environment on customers.

There are several key benefits of conducting research in the field. First, my
research approach allows me to gain first-hand experience and knowledge about the
impact of the in-store environment on customers. No other method offers the same
kind of focus on the research subject. Field research is an excellent method for
understanding the complexity of different constructs shaping people’s experiences,
particularly in a social context. It may also uncover aspects of experiences that
people were not aware of before. While considering other methods such as
interviews and surveys, it is difficult to expect to achieve information of which
respondents are not aware, or even answer questions they do not know. To run field
research, there is usually a need for an extended time period, which may impact the
social facts which of which thee researcher is not aware at the time. They become
discovered over time but also they can be uncovered during the running process of
the research project. Keeping this in mind, and the possibility of conducting my
research in Tesco stores themselves, | decided to use secondary data collected in

this context.

3.4.2 Methods of data collection and big data

My extensive literature review helped me develop a high-level research
framework, which gave me direction concerning the kind of data | should be seeking.
To a large extent, the success of each study depends on the quality of the data
collection methods used and also how they reflect the research framework. The
information needs of different user groups involve the collection of different types of
data using different kinds of methods.

The data collection method must be appropriate to the population and the
researched problem. The method usually starts during the literature review, which
provides guidelines concerning which method fits best to answer the research

question.
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Data collection methods can be classified into two general types: quantitative
and qualitative. Quantitative methods produce numerical data usually through
structured surveys (Casley & Kumar, 1988), whereas qualitative methods produce
descriptions of situations, events, people and systems interactions (Casley & Kumatrr,
1988). Data collection methods can also be divided into the following key categories:
physiological measurements, observational methods, interviews, questionnaires,
records or data already available.

When | more closely examined the quantity of collected data for different
studies, | could observe that there are many research projects relying on collecting
a small number of measures spanning a short period of time. Here the advantage of
big data, which offer very big volumes of information, over many periods (seconds,
minutes, hours, days, months or years) which in the case of my research study,
represents customers’ survey and behavioural data, is obvious. For researchers this
is a big advantage. In such a diversity there are many opportunities to observe
potentially significant variables which former studies did not considered at all owing
to their necessarily more focused nature. Upon identifying these variables,
researchers are able to explore relationships between them, as well as the contextual
conditions under which these relationships may or may not hold (Gerard et al., 2014).
Such data are also highly beneficial for companies creating systems, which can aid in
the use of marketing tools through automated calculations, graphics and guidance;
facilitate group planning through support for fast iteration, as well as aiding the
integration of cross-functional and multiple-level analyses (Wilson & McDonald,
1996).

Despite successful testimonials of ‘big data first movers,” a recent industry
survey indicates that a majority of companies have still not begun to engage in the
practice of capitalising on big data (Snijders et al.,, 2012). Nevertheless, in many
different areas, data are being collected at an unprecedented scale. Many decisions
that were previously based on ‘guesswork’ can now be based on mathematical and
statistical models. Over the past years many fields related to big data have become
very important not only in the academic but also business communities (Chen et al.,
2012). Many organisations are now verifying how big volumes of data could be
examined and researched in order to create and capture value for individuals,
businesses, communities and governments. It is very interesting to see that big data
is becoming a tool not only for pattern analysis but is also being used to predict the
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likelihood of an event taking place. Big data analysis now drives almost every aspect
of many sectors of business and is revolutionising all aspects of our lives.

The term big data refers to collections of datasets with such appreciable levels
in terms of size and complexity that they become difficult to capture, process and
manage in a timely fashion using on-hand data management tools and traditional
data processing applications (Snijders et al., 2012). However, the classic definition of
big data focuses on three aspects: volume, velocity and variety (Chen et al., 2015).
Volume refers to the amount of data, velocity to how rapidly data are produced and
variety to diversity of in data formats. In the literature, | have also observed a 4"V,
which is veracity. This refers to issues of trust and uncertainty with regards to data
and the outcomes of data analysis. If | look at my research, | can define my big data
as high-volume, high-velocity and high-variety information assets, demanding
innovative forms of information processing for enhanced insight and decision-making
(Huang & Huang, 2015).

There are many benefits of using big data, showing that in the hands of the
right managers, big data can be among the most important assets to a company.
However, | need to remember that the more data needs to connected, the greater the
scale of the challenge. The data available are often unstructured, not organised in
a database, and unwieldy; but there is a significant amount of signal all in the noise
simply waiting to be released. Analytics brought rigorous techniques to decision
making; big data are at once simpler and more powerful (McAfee & Brynjolfsson,
2012). The most important thing is to have the right tools, rigorous processes and
appropriate people who can understand the underlying patterns that generate
a return on data, knowing that the difference between winning and losing in
a data-driven world will be the ability to reduce ongoing costs of managing increasing
volumes of data with the ability to extract value from this data. However, many
technical challenges remain that must be addressed to fully realise this potential. The
larger the amount of data, the more challenging the work becomes. One of the key
challenges for big data analysis is its variety, which refers to the heterogeneity of
data types, representation, and semantic interpretation. The second one is velocity,
which refers both to the rate at which data arrive and the time frame in which they
need to be taken. Generally, one of the greatest challenges in working with big data
is also gaining access to them, which in the case of my research, was difficult.

However, | managed to acquire all the data | needed (Jagadish et al., 2014). In
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different domains | can find many examples of how managers are using big data.
Several examples of the most common usages of big data are improving airline
expected time of accomplishment (ETA) or speedier and more personalised
promotions, which | can observe in many retailers (McAfee & Brynjolfsson, 2012). Big
data are also a wrapper for different types of granular data. Five key sources of high
volume data include (1) public data, (2) private data, (3) data exhaust, (4) community
data and (5) self-quantification data (McAfee & Brynjolfsson, 2012).

Many retailers now have access to many types of different information. Such
information is mainly till-data focusing on different types of transactions.
Nevertheless, many companies are looking for more targeted data to better
understand their customers’ preferences to help them make better strategic choices
and gain a competitive advantage. They accomplish this using different loyalty
programs, aimed towards individual customers which provides them the opportunity
to target offers to each individual customer differently, based on their preferences.
The data used for this activity represent big data. On a wide retail market, Tesco is
a leader in this kind of value-building strategic approach. For this purpose, Tesco
uses the Clubcard loyalty program. Clubcard data have all the information concerning
customers’ spending that is not available for typical academic research. This
represents secondary data, which is based on real empirical studies within the real
retail store environment. The Clubcard data are collected on a daily basis by
a system, which records all transactions done by Clubcard holders. It is managed by
the Dunnhumby company owned by Tesco and is the largest customer-spending
information database in the UK. It holds information pertaining to the individual
spending of each Tesco Clubcard customer up to product level, for the time period
throughout which the Clubcard of the given customer was used. It is used by Tesco’s
commercial and marketing teams for trade planning activities and to improve
identification of customers’ needs. The informative value of these data is enormous
and represent big data.

| faced many challenges while trying to create value from the big data to which
| had access. These included gaining access to the data first, and then information
extraction and cleaning, data integration, modelling and analysis, interpretation and
deployment. In the literature, many discussions on big data focus on only one or two
steps, ignoring the remainder. Fortunately, in the case of my research project,
| overcame the following challenges: data access, heterogeneity of data,
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inconsistency and incompleteness, timeliness, privacy, visualisation and
collaboration, as well as ecosystem of tools surrounding big data. While analysing
the big data, | attempted to not only focus on aggregates or averages, but also on
outliers. In many situations, averages are important, often revealing how people tend
to behave under particular conditions. But, in the vastness of the big data universe,
the outliers can be even more interesting.

My choice of methods was influenced by the data collection strategy, the type
of variable, the accuracy required, the collection point and the skill of the enumerator.
Links between a variable, its source and practical methods for its collection helped in
choosing an appropriate one. The most important part of this process is the
identification of which method will best help me answer the research question. While
looking at this process through the perspective of my research project, it is important
to mention that in order to study the variables of interest, researchers may also use
data that already exist and that were collected for another purpose. This was the
case with regards to my research thesis (Chapter 3), in which | used the secondary
data to answer my research question (described below). My secondary data came
from an online survey (dataset 1) and customers’ behavioural data from the Clubcard
data base (dataset 2). An online data collection method, in spite of its large sample
size has both advantages and disadvantages. The key benefit in my case is the large
sample size of survey respondents and the ability to match this sample to the
behavioural data. Furthermore, using the Internet for data collection allows
researchers to yield results much faster and avoid interviewer bias. It can also be
completed at the respondent’s convenience, which makes it much less intrusive than
other traditional methods. In addition, the quality and accuracy of the data are
increased owing to fewer errors in data entry and larger sample sizes. | needed,
however, to ensure that | would not encounter key problems with this method
(Schillewaert, 2005).

As the data from the online questionnaire were already collected and
represented secondary data for me (described below), | needed to ensure that the
survey not only meets the requirements of my research project, but is also designed
using the best standards:

e The length of the survey should be adapted to the research purpose;
e The survey has clear sections, which should make the questionnaire flow
easily and be understandable for the respondents;
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e The survey introduction is honest and credible to ensure that the customers
understand the reason behind the research;

e The ‘feel’ of the survey ensures that ‘your opinion matters to me’ is well
reflected and visible for the respondents;

e There is a layout and clear typeface and typography. Furthermore, the usage
of colours, tints and boxed sections are employed in a user-friendly way;

e The customers are rewarded for completing the questionnaire, for example
with Clubcard points, like in the case of my research.
However, before making the final decision concerning the usage of the

secondary data, | needed to analyse the advantages and disadvantages of this

approach.

3.4.3 Primary data vs. secondary data

Primary data are collected for a specific research problem. There are special
procedures applied afterwards, fitting the problem best. These data can then be
reused for other purposes, such as a description of contemporary and historical
attributes, comparative research or the replication of the original research, reanalysis
(looking for results not addressed earlier), research design and methodological
advancement, teaching and learning (Hox & Boeije, 2005).

Secondary data are collected by someone else and may include any data that
are examined to answer a research question other than a question for which the data
were initially collected (Vartanian, 2010). Most secondary data are quantitative in
nature, coming from different sources (Smith, 2008). There are many advantages of
using secondary data, and one of the most important, in my case, is the considerable
breadth of variables as well as the high quality of the data. Furthermore, both the
design and data collection were already completed, constituting a saving of both time
and money. However, there are several disadvantages, which may lead to the
decision not to use them, such as when the data collection has already been
completed and study design is not reflecting the research question. The data may
potentially lack depth, which could make measuring the constructs of interest difficult
and lead to problems with validity or reliability. There may also be problems with
accessing original fieldwork to help better understand the context of the research and
assumptions in the data, which could be contrary to the research project (Hox &

Boeije, 2005). The most important advantage of collecting one’s own data is that the
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collection process may be designed to the exact needs of the researched question,
as it is aligned with the research design and data collection strategy. The most
significant disadvantage is that it is costly and time consuming. In addition, it may be
difficult or even impossible to collect already existing data. As long as existing data
may serve to answer a new research question, it may be quite beneficial.

In my research, secondary data offer great sources of information, where | can
form conclusions based on a high-quality dataset, rich in content and normally
unavailable for researchers. Furthermore, my professional background is in line with

the data origin, which helps to verify its validity.

3.4.4 Secondary data in my research project

3.4.4.1 Secondary dataset 1 — survey data

In my literature review, one of the major gaps | identified in existing knowledge
concerning my research project is the way in which data is collected. In most cases,
while researching the impact of the in-store environment on customers, researchers
used experiments or declarative data. This approach has several deficits, as
customer feedback may be biased by different assumptions or not entirely based on
the real in-store environment perception, but rather a simulated one. As a member of
the Tesco senior leadership team, for my research, | attempted to collect primary
data for more than 12 months. This was difficult to achieve, and in the end, due to
significant changes in the business, | was unable to do so. However, | was able to
access two valuable sources of secondary data: survey and Tesco Clubcard data,
which, for the purposes of my research, represented data pertaining to customer
behaviour.

With regards to the survey data, in 2013 and 2014, in order to improve the
shopping experience of its customers, Tesco invited customers to complete an online
guestionnaire concerning their last shopping trip (Appendix C). Customers were
recruited daily and randomly throughout Tesco stores (all formats) and were invited
to complete the online survey at home. As a reward for completing the survey, they
were given Clubcard points. This approach led to the creation of a large database
with detailed feedback concerning Tesco customers’ shopping trips. The survey
consisted of 14 demographic questions and 47 questions connected to the shopping

experience, covering the key areas from my research framework (Figure 3.4).
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Customers’ perceptions of the social environment, retail atmosphere (layout),
assortment, price, promotions and special offers communication, in-store and retalil
brand communication, service interface and critical incidents were measured. In
order to launch the survey, customers were required to enter their Clubcard number,
which helped me during the data preparation to track the details of customers’
shopping spending. To measure the selected areas, Likert-type questions were
asked. Unfortunately, in order to separate some items and to produce forced choice
where no indifferent option was available, Tesco used different scales for some of the
guestions, which made it challenging to ensure the consistency of the data. Thus, as
described below the cleaning and data verification process was crucial. However, the
most common was a four-point scale, which referred to the level of agreement with
a given statement. There was also a Yes/No measure as well as a descriptive five-
point scale starting from excellent to very poor performance in a given area. Details
of the questionnaire are shown in Appendix C. A four-point scale was used for some
of the items, mainly so as to not give respondents an indifferent option. However,
a Likert-type scale was used most commonly. This type of scale does offer this
option and is generally the most commonly used in different types of questionnaires.

The customers answered the questions one by one; after answering one
guestion, they were directed to another one. The questionnaire construction had the
following characteristics:

e The questions were short and simple: there were 62 questions in total,

e The questionnaire was carefully targeted: Tesco customers were asked to
complete the survey;

e The data in the questionnaire were matched to Clubcard data and then
anonymised so that | had no way of identifying individuals;

e The customers were given something in return for completing the
guestionnaire: the respondents were given Clubcard points which they could
spend on their shopping;

e The language was simple: no complicated questions were asked, and all were
written in very simple language that was easy to understand

e The content was neither formal nor too informal;

e Leading questions were avoided;

e Open questions were very limited: there was only 5% of open questions;
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e Rating scales and the list of choices were very simple, commonly used scales
and ratings described below;

e The questions were posed in a logical order for customers to make them easy
to follow and to ensure that respondents would not have problems
remembering their shopping experiences;

e Before the launch, there was a trial in all Tesco UK stores;

e The idea behind the questionnaire was clearly introduced so that customers
understood the format and purpose of the survey. The idea was well
explained, indicating that the purpose of the research was to improve
customers’ shopping trip, based on their feedback.

The dataset was large, but | needed to work on the quality of the data, as
there was a variety of scales used and not all the respondents were asked all the
guestions. Furthermore, there was a need to spend a substantial amount of time
cleaning the data and ensuring that it fully reflected my research framework (Figure
3.4). Nevertheless, having achieved access to this database and the permission to
use it for my research project, the feedback of 69,695 customers in the store
environment concerning their shopping trip, was an enormous success. Normally, it
is difficult to gain permission to conduct research in store, which is why most projects
involve using simulations. Companies very seldom give access to such extensive

databases to academics.

3.4.4.2 Secondary dataset 2 — behavioural data

In order to answer my research question, | needed behavioural data that
| could match with the survey data. It is important to highlight here that Tesco
customers’ behavioural data are managed by Dunnhumby, which is part of Tesco.
Dunnhumby is the world’s leading customer science company, gathering till-data of
Tesco customers. Based on these data, the company offers insights concerning
customers’ shopping experience, in-store merchandising strategies, category
development strategies and all other actions helping to build customer loyalty while
developing a sustainable business performance. In more detail, Dunnhumby UK
receives a daily data feed from Tesco UK IT including the customers' unique 1D (not
their Clubcard number, but a masked ID linked to the Clubcard number) and their
product-number level purchase behaviour (i.e., items, spending, quantity). The

purpose of this data feed is to be able to perform in-depth customer analysis based
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on an individual's unique shopping behaviour to better understand the drivers behind
business performance. Examples of analysis include, but are not limited to: customer
segmentations, customer category engagement, promotions performance and
attractiveness, product substitutability and targeted communications.

To conduct the full analysis needed for my research project, | clearly identified
the behavioural data specification needed for the research (Figure 3.4), which
reflected the following and which was the part of my later sample description:

= Transactional information (outlined below) for the time period of Jan 2013 to
Oct 2014, reported weekly. If customers shopped more than once during the
week, the average for a week was used;

= Shopping information for a shopping visit on a specific date from the
guestionnaire;

= Lifestyle segment (details in Appendix E);

» Life stage segment (details in Appendix E);

= Date of birth;

= Gender.

The transactional information for each purchase occasion within the time

period included:

= Shopping mission on that occasion;

= Basket value (spending);

= Basket value (spending) by division: grocery food/ grocery non-food/ fresh
food,;

= Spending on own-label (home brand) products by three value tiers (basic/
regular/ premium);

= Spending on promotional items;

= Date of visit;

= Store format.

A considerable part of the transactional information included that concerning
private label spending. In Tesco, there is a segmentation of the company’s private
label, starting from the cheapest (basic own-label) then the most popular products
with competitive prices (regular own-label), and finishing with most premium products
for upmarket customers (premium own-label). Spending for promotional items
included data concerning all the products currently in special offers, all having price
cuts in comparison to the last price level. All the listed variables were reported weekly
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(when the customer’s visit occurred) and if a customer shopped more than once
during the week, the average was used. All the above data represented a huge base
of different information in my journey to determine the association between the
in-store experience and customer behaviour.

In order to observe the details and relationships between the in-store
experience and customer behaviour, | needed to run the process of matching the two
datasets. The Clubcard number assigned to each individual customer from the
survey was used to retrieve this customer behavioural data from the database. This
activity helped me create one dataset including in-store experience survey responses

together with detailed behavioural information concerning each customer.

3.4.4.3 Secondary data validation checks

Before deciding on secondary data collection, | needed to ensure that | would
have the solution to the following challenges (Vartanian, 2010):
e have full access to all the data | need;
e Dbe able to retrieve the data | need;
e ensure that the available final dataset meets all the quality research and
methodological criteria;
e remain fully aware of the original context of the data collected.
Aware of the above challenges, | addressed each of them, in turn, to ensure that the
data could be used in my research process.

Accessing and retrieving the data

It was a challenge to access the data, as they are not accessible to academics
and external researchers. Despite being a member of Tesco’s senior leadership
team, it took me one year to achieve full access to online survey data together with
Clubcard data. | decided to use online survey data based on customers’ responses
and that | could access with the help of Tesco’s marketing team. However, to fully
answer my research question, in addition to customer feedback concerning their
shopping trip, | needed information on their spending. Most of the studies used
declarative data; in my case | needed to gain access to customers’ Clubcard data.
The Clubcard data have all the information concerning customers’ spending, which is
not available for typical academic research, as noted previously. Thus, | decided to

use those two sets of secondary data, which are based on the real empirical studies
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in the real retail store environment. It was particularly difficult to gain access to
Clubcard data, as it included the individual UK customers’ shopping behavioural
information. Nevertheless, | was able to gain full access to two sets of the described
databases. The only disadvantage was that | could not influence the questionnaire
construction or the way in which the data were collected by the Dunnhumby teams;
as a result, detailed data checks (described below) were required. Furthermore,
unfortunately, | am unable to analyse price, promotions and special offers constructs,
which were not covered by the survey. Nevertheless, my key research areas were
covered and | had access to the original fieldwork context, which helped me gain an

adequate understanding of the data and the purpose of collecting them.
Data collection checks

The data were collected in a professional way, using Tesco IT infrastructure.
A specially-designed online survey was used and completed by customers invited to
participate in the survey, and all the answers were collected automatically on Tesco
servers and made available for further analysis to Tesco marketing research teams.
It was necessary to ensure consistency in collecting the data and that the tools to
collect them across the UK remained the same. As to the Clubcard data, these were
collected on a daily basis, by the system, which recorded all transactions performed
by Clubcard holders. It is managed by Dunnhumby owned by Tesco and is the
largest customers-spending information database in the UK, covering all individual
spending information on each Tesco customer up to a product level, for the time

period during which the Clubcard of the given customer was used.

Item face validity checks

Many different scales were used and certain questions were not included in
the survey to all customers. As such, a considerable amount of work was required to
ensure that the data met all the quality and research criteria. After the detailed
analysis of the online questionnaire design and questions, | noticed many similar
areas matching my research framework (Figure 3.4). There were, however,
guestions that | did not need and that | removed from the dataset during the data
cleaning process (explained further in Chapter 3.4). | also ensured that the scales
used to measure my construct were correct and consistent. Fortunately, there were

no assumptions in the data that could be contrary to the research project. All together
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this was supposed to provide me with a sample, which fully fits into my research
design and gives big value added in terms of customers’ feedback, sample size and
real shopping basket data. Therefore, after ensuring that the quality of the data and
all surveyed items met all my requirements and the research needs, | decided to use

them for the analysis.

Awareness of the original context of the data collection

Having access to the original fieldwork context helped me to have an
adequate understanding of the data and the purpose of collecting them. | knew that
the Tesco online questionnaire data were originally collected for a similar purpose as
mine, as Tesco was attempting to gauge customer satisfaction regarding their
shopping trip. In terms of Clubcard data, they cover all individual customers’
shopping behaviours. They are used by Tesco’s commercial and marketing teams for
trade-planning activities and to improve the identification of customer needs.
Therefore, the purpose of collecting the secondary data was similar to the purpose of
my research, which is a major advantage for me.

It is important to highlight that the opportunity to use two kinds of secondary
data for my research is normally not possible for researchers due to the company’s
confidentiality regulations. However, | was able to analyse the data to meet my needs
and to answer my research question. It is also important to note that all the
previously described disadvantages coming from secondary data usage were not the
case in my approach; to the contrary, all the benefits added value and contributed to

existing knowledge.

3.4.5 Outline of the methodology

As noted previously, | gained access to two sets of big data: survey and
behavioural data. This substantial amount of information was a major contribution to
the research topic. A final database of 30,696 customers together with their
behavioural information provided me with a large volume of secondary data.
| needed to approach these with dedicated statistical tool, in order to make most
sense of the data. For better insights, however, | added the shopping mission to my
research framework, which helped me segment customers and observe more
detailed findings based on their shopping mission. The statistical techniques

| decided to use helped me answer the research question. For dataset 1 — survey
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data, | started the analysis by cleaning all the data to remove errors that could lead to
inaccurate conclusions. In order to be able to select the right sample from my
dataset, | followed the reverse routing activity, which is in line with accepted
statistical methodology. Then, for the same dataset, | used exploratory factor
analysis to measure the constructs, which were not measured directly in the
guestionnaire. For dataset 2 — behavioural data, | also needed to apply data cleaning
techniques, which helped to prevent any errors from impacting my research
conclusions. As mentioned before, in order to observe the details and relationships
between the in-store experience and customer behaviour, | needed to run the
process of matching between the two described datasets. The Clubcard number
assigned to each individual customer from the survey was used to retrieve the
customer behavioural data from the database. This activity helped create one dataset
including in-store experience survey responses together with detailed behavioural
information concerning each customer. Then, having one dataset and having
identified all the key factors, | used correlation and regression analysis to identify the
relationships between my data (survey data vs. behavioural data). To fully answer my
research question, | also performed one-way ANOVA tests, as well as sensitivity,
mediation and moderation analyses. All these techniques helped me reduce the
amount of data to the most relevant type and identify the relationships between them,
which together with the sample size and data quality gave me a robust analysis to

answer my research question.

3.4.5.1 Data cleaning

Data cleaning involves the detection and removal of errors and
inconsistencies in my dataset. First, | decided which variables were crucial to the
analysis and must-have values for the responses to be complete. Then, | focused on
ensuring that the missing or blank data were properly coded, that there are no typing
errors, no column shifts and no coding or measurement errors. This helped me
identify inaccurate or irrelevant data. For this, | used descriptive statistics with data
errors as well as frequencies. Then | had the following options: remove the
responses with missing or incorrect values, correct missing or incorrect data if the
correct value is known, going back to the data source and filling in the missing data
variables or setting values to an average or other statistical value. The frequencies

helped to locate the ‘dirty’ data among entered variables. It was also useful in
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detecting unequal distributions among the data. | also checked the credibility of the
data by assessing whether there was proper logic. In this process, | also looked at
outliers, which could hide or create statistical significance. This process helped me to
achieve two datasets with high data consistency and quality, which formed the

starting point for further analysis.

3.4.5.2 Exploratory factor analysis

Having a very rich set of secondary data, | needed to focus first on the 69,695
customer answers to the survey to determine to what extent they match my research
framework. The dataset was very rich in content, and | needed to find a way to
measure data that were not measured directly and were as close to my research
framework as possible. The survey also included a number of single items with
a Likert-type scale to measure customers’ attitudes regarding their in-store
experience. Thus, | needed to run these through exploratory factor analysis to
determine multi-item measures of key constructs. It also helped me to identify
clusters of variables to be able to achieve the following (Field, 2013):

- understand the structure of a set of variables;

- see how a questionnaire measures an underlying variable;

- reduce a dataset to a more manageable size while retaining as much of the
original information as possible.

The best statistical tool to achieve the above is exploratory factor analysis,
which | ran for the survey data. The greatest benefit of this approach is that it helped
me reduce the set of variables into a smaller set of dimensions (called factors). My
factor analysis attempted to achieve parsimony by explaining the maximum amount
of common variance in a correlation matrix using the smallest number of explanatory
constructs. These explanatory constructs are known as factors in factor analysis, and
they represent cluster variables that correlate highly with each other (Field, 2013).
For my research project, applying factor analysis to the answers from the online
guestionnaire is a great tool, as it estimates dimensions from the data reflecting the
constructs that cannot be measured directly.

The mathematical representation, describing each factor in terms of the

variables measured is as follows:

Yl = blxli + bzle' + b + ann
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The equation includes all the measured variables; however, the values
of b differ depending on the relative importance of each variable for a particular
component. For my research, the factor analysis process is a linear model in which
loadings are used as weights. | will show it as a matrix, which will help me to identify
which variables have high loads on the same factor. Understanding this, | was able to
create my final research framework based on the identified factors. | identified the
factors using the maximum likelihood method, which helped me generalise the
findings from the sample to the entire population. Of course, | needed to go through
the process of deciding which factor to choose, which is extraction. For this, the
eigenvalues were important, which indicate the importance of selected factors. | kept
only factors with large eigenvalues using SPSS and Kaiser’s criterion. In my factor
analysis, before identifying all the factors, | used communalities as indicators of
whether too few factors were retained (Field, 2013). Having the factor structure,
| needed to decide which variables comprise which factors. In my research thesis
(Chapter 3.4.8), | used the loadings values to place variables with the factors.
| needed to also keep in mind the significance of the loadings; however, as my
sample size is relatively large, small loadings could be considered statistically
meaningful (Field, 2013). The next step in researching my project involved using the
correlation and regression analysis of those factors against the constructs of my

interest.
3.4.5.3 Correlation analysis

To answer my research question, | needed to express the relationships
between the variables statistically. A correlation is a statistical measure that indicates
the extent to which two or more variables fluctuate together. A positive correlation
indicates the extent to which those variables increase or decrease in parallel;
a negative correlation indicates the extent to which one variable increases as the
other decreases. There are two types of correlations: a bivariate correlation, which is
a correlation between two variables, and partial correlation, which quantifies the
relationship between two variables while controlling the effect of one or more
additional variables (Field, 2013). In other words, it is also a scaled version of
covariance that takes on values (-1, 1), with the correlation of +/- 1 indicating
a perfect linear association and 0 indicating no linear relationship. The covariance

| used in my analysis is the average sum of combined deviations:
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Yie1(xi — 0@ —Y)
N-1

covariance (x,y) =

Calculating the covariance is a good way to assess whether two variables are
related to each other. A positive covariance tells me that as one variable deviates
from the mean, the other variable deviates in the same direction. However, | need to
remember that the covariance depends on the scale of measurements used: it is not
a standardised measure (Field, 2013). This means that | would not be able to
compare covariance in an objective way unless both datasets were measured in the
same units. To overcome this problem, it is possible to convert the covariance into
a standard set of units, which is standardisation. This process gives me a standard
deviation, which is a unit of measurement into which any scale of measurement is
able to be converted. To express the covariance in standard units of measurement,
| can divide it by the standard deviation. The standardised covariance is known as

a correlation coefficient and is defined as follows:

GOy _ Yie1(xi — 0 —Y)
SxSy (N — 1)5x5y

A correlation coefficient is a coefficient that illustrates a quantitative measure
of some type of correlation and dependence, meaning statistical relationships
between two or more random variables or observed data values. If | find that my
observed coefficient is not as big as though there was no effect in the population,
then | can be confident that the relationships | research are statistically meaningful.
The hypothesis that the correlation coefficient is different from 0 is usually tested
using a test statistic called a t-statistic with N — 2 degrees of freedom. | used SPSS
software, which calculates this automatically. In my research, to determine the
causality from correlation, | took the correlation coefficient a step further by squaring
it. This is called the coefficient of determination R2 and is a measure of the amount of
the variability in one variable that is shared by the other. This approach helped me to
make bigger sense from analysing my research framework and key constructs
impacting customers’ shopping satisfaction, particularly in determining what variables

impact it most.
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3.4.5.4 Regression analysis

The objective of my research was to identify the relationships between
variables concerning customers’ in-store experience, shopping satisfaction and
spending. The best statistical tool to accomplish this is regression analysis. This is
a statistical process for estimating relationships among variables. It includes many
techniques for modelling and analysing several variables, when the focus is on the
relationship between a dependent variable and one or more independent variables.
More specifically, regression analysis helped me understand how the typical value of
the dependent variable (or criterion variable) changes when any one of the
independent variables is varied while the other independent variables are held fixed.
This relationship can be summarised using the linear model as an equation:

Y'l':b0+b1X1+€l'

| can add as many predictors as | need to the above model, which will make

the linear model appear as follows:

Y; = (bg + b1 Xq; + by Xpi + -+ bpXpi) + &

In this model, Y is the outcome variable, b; is the coefficient of the first
predictor (X;), b, is the coefficient of the second predictor (X,), b, is the coefficient of
nth predictor (X,,;), and ¢; is the error for the ith participant. Therefore, | can say that
the regression analysis involves fitting a linear model to my data and use it to predict
values of an outcome variable (in my thesis — Chapter 3), | refer to this as an
independent variable) from one or more predictor variables (dependent variables). In
my research, | used one independent variable (so it is a simple regression), but also
several predictors (multiple regression). This tool was very useful in my research, as
it helped me go one step beyond the data | collected, and to answer my research

guestion.
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3.4.5.5 One-way ANOVA

To examine the relationships between the variables, | used regression
analysis; however, to compare the differences between several means, | needed to
use ANOVA, particularly when | wanted to see how different levels of satisfaction
impact other researched constructs. Thus, to achieve the details concerning the
analysis of the select groups of researched constructs, | needed to conduct
a one-way ANOVA. This helped me to compare the means between my group of
constructs and determine whether any of those means are significantly different from
each other. ANOVA can be represented by the multiple regression equation in which
the number of predictors is one less than the number of categories of the
independent variable. While applying ANOVA in my research, | needed to keep in
mind several key rules (Field, 2013). First, the parameters determine the shape of
the model that | have fitted. Therefore, the larger the coefficients, the greater the
deviation between the model and the grand mean. Furthermore, in experimental
research parameters (b) represent the differences between group means. The
greater the differences between the group means, the greater the difference between
the model and grand mean.

In terms of violations of the assumptions of the homogeneity of variance,
ANOVA is fairly robust in terms of the error rate when sample sizes are equal.
However, if sample sizes are not equal, as in the case of my research, ANOVA is not
robust to violations of homogeneity of variance. Thus, when groups with larger
sample sizes have larger variances than groups with smaller sample sizes, the
resulting F-ratio tends to be conservative, which means that it is more likely to
produce non-significant results when differences in the population exists. In my case,
| have groups with larger sample sizes, which have smaller variances, making the
resulting F-ratio liberal. Therefore, when are no differences between the groups in

the population, | achieved more significant results (Field, 2013).

3.4.5.6 Sensitivity analysis

In order to glean most from my statistical analysis, based on the regression
analysis, | decided to perform sensitivity analysis. It will help to understand better and
what is most important, predict the value of the dependent variables based on the

change in independent variables. In general, sensitivity analysis is the study of how
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the uncertainty in the output of the mathematical model or systems can be
apportioned to different sources of uncertainty in its inputs (Saltelli, 2002). The
process of recalculating outcomes under alternative assumptions to determine the
impact of variable under sensitivity analysis can be useful for a range of purposes
(Pannell, 1997):

e Testing of the robustness of the results of a model;

e Increased understanding of the relationships between input and output
variables in a system or model;

e Uncertainty reduction: identifying model inputs that cause significant
uncertainty in the output and should therefore be focus of attention if the
robustness to be increased,;

e Searching for errors in the model,

¢ Model simplification — fixing model inputs that have no effect on the output, or
identifying and removing redundant parts of the model structure;

e Enhancing communication from modellers to decision makers (e.g., by making
recommendations more credible, understandable, compelling or persuasive);

e Finding regions in the space of input factors for which the model output is
either maximum or minimum or meets some optimum criterion;

e In the case of calibrating models with a large number of parameters,
a primary sensitivity test can ease the calibration stage by focusing on the
sensitive parameters. Not knowing the sensitivity of parameters can result in
time being uselessly spent on non-sensitive ones.

In the case of my research, | attempted to create a model, which will help
retailers simulate, what kind of investment in my research constructs will result in
a specific outcome of measured variables. This should provide a clearer indication

concerning the impact of in-store experience on customer behaviour.

3.4.5.7 Moderation and mediation

In statistics and regression analysis, moderation occurs when the relationship
between two variables depends on a third variable. The third variable is referred to as
the moderator variable or simply the moderator (Cohen et al., 2002). The effect of

a moderating variable is characterised statistically as an interaction that is
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a categorical, or quantitative, variable that affects the direction and strength of the
relation between dependent and independent variables.

Knowing that a moderating variable changes the impact of the independent
variables on the dependent variables, | will use this analysis to gauge the impact of
in-store experience (independent variable) on spend on the visit day (dependent
variable), allowing this impact to change depending on the consumers’ overall
satisfaction with the visits (moderator). It will allow me to investigate if a customer
with high visit-satisfaction will respond more positively to in-store experiences than
one with a low visit-satisfaction. This analysis should provide interesting insight not
only from managerial perspective but also an academic one.

By mediation however, | will attempt to understand the underlying mechanism
of how independent variables are impacting the dependent variables by using an
intermediary variable. In the case of my research, it would be good to verify if the
in-store experience factors could be impacting spend through satisfaction, where for
example higher quality experience increases overall satisfaction which in turn
increases spend. It would help to better understand the detailed impact of researched

constructs on customer behaviour.

3.4.6 Data collection and overview of the analysis process

For the data collection and analysis, | decided to use two sets of secondary
data to conduct the detailed quantitative research analysis, employing an analytical
approach to the generated data. | used a descriptive and comparative research
approach. In the descriptive work, | focused on the statistical data analysis. The
comparative approach helped me compare the data between groups, which helped
me to gain a holistic understanding of my research question. The design of my
research process was divided into eight important steps (Figure 3.5):

1. An extended literature review helped me to design the research framework

(Figure 3.4);

2. Based on the framework, | identified two datasets | wanted to use;

3. As the selected datasets were secondary data, | needed to run the data
validation checks;

4. Two datasets were subjected to the data cleaning process;

5. The data cleaning process together with reverse routing activity helped to

identify the final sample from dataset 1;
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6. The final dataset 1 sample was subjected to exploratory factor analysis;

7. After exploratory factor analysis EFA of survey data in dataset 1, | matched
together the two datasets to create a final dataset, combining individual
customers’ survey and behavioural data;

8. A series of statistical analysis were conducted to answer the research
guestion and to validate my hypothesis (Table 4.1).

My process started with an extended literature review, on the basis of which
| was able to create my research framework. The high-level research framework was
the summary of all the key elements creating the in-store experience for customers. It
was holistic and covered all the insights from the existing literature. With this
research framework, | was able to assess what kinds of data were needed to answer
the research question. | identified two sets of data, to which | gained access: survey
data and behavioural data.

The survey data were based on recruited customers who were asked to
complete the questionnaire (Appendix C), which was designed to reflect my
conceptual framework (Figure 3.4). As discussed earlier, this helped me measure the
key elements of the in-store environment and therefore helped to understand their
relationship with customer satisfaction and spending. Store customers were invited to
complete an online survey. They were invited by being provided with a card with the
information concerning the website address and a gift in Clubcard points for
completing the questionnaire. The research was conducted throughout all Tesco UK
Extra — 420 stores and Express — 1 700 stores. All the customers invited to complete
the online survey were already holders of the Tesco Clubcard with their purchase
history as well as with the possibility to track future purchases available. It
represented my dataset 2 — behavioural data. The data were collected over a period
of time from April 2014 to Jun 2014, administered online. As noted previously,
| obtained responses from 69,695 customers, giving me a large sample size (Table
3.1). | also divided the sample based on the shopping mission, which gave me
a better understanding of the purpose of the surveyed customers’ shopping trip
(Table 3.1). In order to see how representative to the target population the final
sample is, | added data concerning all Tesco Clubcard holders. It is visible that the
achieved sample is perfectly representative of my target population.

The data | had access to represented big data with a large volume, which

required special treatment regarding information extraction, cleaning, data integration
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and aggregation as well as modelling and analysis. Furthermore, as the data were
secondary data, | needed to run data validation checks, which is described in
Chapter 3.4.4.3. After ensuring that two datasets are of high quality and could be
used in my research, | applied the data cleaning process. The process aimed to
remove the errors in the data, as well as identify inaccurate and incomplete entries.
There were several challenges regarding heterogeneity and incompleteness. Thus,
a sampling activity (described below) was also important. | performed this in order to
achieve a final research sample that could be representative of the entire population
of interest and that would help me to generalise my findings to a wider population.
Additionally, for the survey data, the process helped identify 22 samples from which
| chose the final one. To make more sense of the dataset 1 final sample, | conducted
an exploratory factor analysis to observe the relationships between the data, which
resulted in the final research framework (Table 3.6). Based on this framework, | was
able to combine the two datasets to achieve one final dataset combining customers’
survey answers and their individual behaviour. Having applied series of statistical
analyses (correlation, regression, one-way ANOVA, sensitivity, moderation and
mediation analysis), | observed which in-store experience elements had the greatest
impact on customer behaviour. This helped later with validating or failing to accept
the hypothesis.
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Figure 3.5 Research project design. Source: Author
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3.4.7 Measures and sample definition

The dataset 1 survey consisted of 14 demographic questions and

47 questions connected to the shopping experience, covering the key areas from my

research framework (Figure 3.4). They measured customers’ overall perceptions of

the social environment, retail atmosphere (layout), assortment, price, promotions and

special offers communication, in-store and retail brand communication, service

interface and critical incidents. The impact of each of the constructs was researched

extensively and presented in the literature review. Based on those findings, some key

implications for each of the constructs could be identified:

Social environment

The experiences of each customer may impact that of others (McGrath &
Otnes, 1989; Otnes et al., 1993; Baron et al., 1996). There is also a high level
of importance with regards to employees on a shopping floor, as they are
likely to influence interpersonal service quality perceptions (Baker, 1986).
Retail atmosphere/ Layout

A store’s environment influences the quantity of purchase, the extent to which
a store is liked, time and money spent (Baker et al., 1994; Milliman, 1982;
Wheatley & Chiu, 1977; Sherman et al., 1997; Bitner, 1992). Both these
aspects also influence shopping satisfaction (Turley & Milliman, 1992;
Baker et al., 1992).

Assortment

There are important findings that customers’ perception of breadth of different
products and services offered by a retailer under one roof significantly
influence store image (Ailawadi, 2009). | could also observe that the reduction
in number of products does not lower customers’ perception of assortment
much as long as they can still find their favourite items (Broniarczyk et al.,
1998; Hoch et al., 1994).

In-store brand communication

Brand and brand-related information cues influence customer evaluation
(Dawar & Parker, 1994; Dodds et al., 1991; Barone et al., 2007). Furthermore,
brand image and retail image are linked to one another (Porter & Claycomb,
1997). In addition, store image directly influences purchase intentions (Wu &
Kao, 2011).
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e Service interface and critical incidents

Specific events during a shopping trip with a significant positive or negative

contribution to the shopping experience influence overall shopping-trip

satisfaction (Arnold et al., 2005).

e Overall shopping satisfaction

Much research has been performed proving that all the above constructs

impact overall shopping satisfaction (Appendix A). In my research, | attempted

to observe the detailed impact of these constructs.

To initiate the survey, customers needed to enter their Clubcard number,
which helped me during the data preparation to track the details of customers’
shopping spending. To measure the selected areas, Likert-type questions were
asked. Unfortunately, due to internal purposes and in order to separate some items,
Tesco used different scales for some of the questions, which was a challenge in
terms of maintaining consistency in the data. As such, the cleaning and data
verification process described previously was crucial and helped me to remove
irrelevant items in order to maintain consistency in the data, ensuring that some
differences in scale did not impact the overall results. Nevertheless, the most
common was a four-point scale, which referred to the level of agreement with a given
statement. | also applied a Yes/No measure, as well as a descriptive five-point scale
starting from excellent to very poor performance of a given area. Details of the
guestionnaire are available in Appendix C. The customers answered the questions
one by one; after answering one question, they were directed to another one. The
guestionnaire construction had the characteristics described in section 4.1.1.

In each store, there was a research team that approached customers after
their shopping trip and invited them to complete the survey. They were invited by
being provided with a card with the website address and a gift in the form of Clubcard
points for completing the questionnaire, which was supposed to be done at home.
Customers were selected at random. The survey data were reported only for those
customers who completed the questionnaire within two days following their shopping
trip. The research was conducted in all Tesco UK Extra — 420 stores and Express —
1,700 stores. All the customers who were invited to do the online survey were
already Tesco Clubcard holders with a purchase history with the possibility of

tracking their future purchases.
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Table 3.1 Sample demographics and shopping mission. Source: Author

Active Tesco ALL surveyed Study Sample
Clubcard Holders Customers (Sample #1)
Store Format
Tesco Extra (420 stores) 25% 25% 100%
Tesco Express (1 700 stores) 75% 75% 0%
Gender
Male 30% 37% 35%
Female 65% 56% 57%
Undisclosed 5% 8% 8%
Lifestyle
Less Afluent 32% 35% 37%
Mid-Market 38% 35% 33%
Upmarket 27% 25% 26%
Undisclosed 3% 5% 4%
Age Group
Under 18 * N/A 3% 2%
18-24 N/A 12% 9%
25-34 N/A 18% 16%
35-44 N/A 25% 25%
45-54 N/A 22% 25%
55-64 N/A 17% 22%
65+ N/A 2% 2%
N/A N/A 0% 0%
Shopping Mission
For a specific item 10% 19% 6%
To buy fuel 1% 1% 0%
To buy fuel and items from the store 1% 1% 0%
To buy items from the store 1% 2% 0%
To do a main shop 45% 30% 54%
To do a top-up shop 27% 29% 32%
To pick up food for later 8% 8% 5%
To pick up food for now 7% 9% 4%
Sample Size
15 000 000 69 695 30 696

* Age group data is not available for Tesco active Clubcard holders due to different age measures vs. surveyed customers

As the questionnaire included many items with a variety of responses,
| applied the reverse engineering routing to determine what exact items | have
available. Based on coding and identifying all the items (Appendix D), | knew that not
many of the questions were asked to all respondents. Customers were routed
depending on the type of store visit; these consisted of the type of store they visited
(Extra or Express), whether they visited the produce (fresh food) section and the type
of checkout used. Many items were asked dependent on this routing. There were
also many ‘NAs’, depending on the relevance of the selected area (e.g., asking about
car park access when the customer did not use the car park). Thus, | needed to

conduct proper information extraction and cleaning. This was a key activity, as the
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big data | had access to were not in a format ready for analysis. The proper cleaning
process pulled out the required information from the underlying sources | achieved,
helping to apply sampling procedures.

There are at least seven kinds of sampling procedures (Bernard, 1988). These
can be divided into probability-based sampling and non-probability sampling
techniques. Probability-based samples are representative of a larger population and
include simple random, stratified random and cluster samples. Simple random
sampling is a procedure where each member of the population has an equal chance
to be selected (Bernard, 1988). Stratified random sampling is done when it is likely
that an important sub-population will be under-represented in the simple random
sample. Cluster samples narrow the sampling field down from large heterogeneous
groups to small homogeneous groups that are relatively easy to sample directly.
Cluster samples involve a multistage process, such as sampling a geographical area
then random sampling each cluster. Decisions regarding sample size are influenced
by cost and time considerations, as well as the required precision in estimators.
Other factors | needed to consider were the size of the population to which | want to
generalise, the heterogeneity of the population, the numbers of subgroups within the
population and also how accurate | wanted the sample statistics to be (Bernard,
1988). There will always be a trade-off between greater accuracy and greater
economy in sampling. In my case, Tesco has chosen the most theoretically rigorous
approach; simple random sampling. Quantitative research ideally involves probability
sampling to permit statistical inferences to be made (Sandelowski, 2000). The
sample was randomly selected from my earlier predefined population of interest and
its main advantage was that each member of the population had the same probability
of being selected. Furthermore, the large sample size produced a representative and
probabilistic sample of the respondents. The biggest disadvantage in this approach is
the cost of obtaining the statistically representative sample. Then, by applying
reverse engineering routing, | could identify a smaller sample, fully meeting all my
requirements (described below). The smaller sample, allowed me to generalise the
results of the study to the entire population. Based on this activity, | identified

22 different samples and items corresponding to each of them (Table 3.2).
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Table 3.2 All identified sub-samples. Source: Author
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| observed that the more generalisable my sample, the fewer items | could
examine (only a small number of items were common across all 22 samples). Thus,
for my further analysis | chose the sample with the most items asked, which made it
closest to my research framework. Sample #1 included Tesco Extra customers, who
used the car park, visited the fruits and vegetables section and used manned
checkouts. This sample represents 44% of all my responses (30,696 customers) and
gave me the most items for the analysis (23). The demographic description as well
as the shopping mission are shown in Table 3.1. In order to see how well the final
sample fits the target population, | also added data concerning all Tesco Clubcard
holders. It is visible, that the final sample is similar to my full sample and all Tesco
club card users, which makes it representative. It skews towards women, which is
representative of UK grocery shoppers. In discussing Tesco Extra, the big format
stores, | can see that the full shopping mission is dominant. It is also representative
of the big format store shoppers. To obtain the necessary data to conduct a full
analysis, | clearly identified the Clubcard data specifications needed for the research
(Table 3.3), which were part of my sample description and reflected the specification
described in chapter 3.4.4.2.

It is important to highlight that Clubcard data are managed by Dunnhumby,
which is part of Tesco. Dunnhumby gathers till data of Tesco customers, offering
insights for merchandising and category-development strategies which helps to
increase sales and customer loyalty. All the above data represented an extensive
base of different information in my journey to determine the association between
customers’ in-store experience and behaviour. In more detail, Dunnhumby UK
receives a daily data feed from Tesco UK IT including the customers' unique 1D (not
their Clubcard number, but a masked ID linked to the Clubcard number) and their
product-number level purchase behaviour (i.e., items, spend, quantity). The purpose
of this data feed is to be able to perform in-depth customer analysis based on
individuals’ unique shopping behaviour to better understand the drivers behind
business performance. Examples of analysis include, but are not limited to: customer
segmentations, customer category engagement promotions performance and
attractiveness, product substitutability and targeted communications. | will use
Dunnhumby data as the secondary data in my research. As | described previously,
| wanted to cross-match it with survey answers to analyse whether there are any
relations between the data that could help me answer my research question.
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Table 3.3 Final survey and behavioural data specifications. Source: Author

Data Specification
Survey Data Behavioural Data (Clubcard)

Visit date Demographics

Overall shopping satisfaction Shopping mission

Assortment Total basket spend

Retail atmosphere/ Layout Grocery food spend

Checkout service Basic own-label spend

Personalised customer service Regular own-label spend
Premium own-label spend
Grocery non-food spend
Fresh food spend

Spend on promotions

Total basket spend next week

Number of visits next week

In my final behavioural and survey data specification (Table 3.3), | included
key research constructs from the survey, obtained while conducting my exploratory
factor analysis (described below). There was, however, one item all participants were
asked, which was taken directly from the survey for the purpose of my research:
“‘How would you rate your overall satisfaction with this store on your recent visit?”
A Likert-type five-point scale was used to measure it in the survey. For the purpose

of the research, | labelled it “overall shopping satisfaction.”

3.4.8 Exploratory factor analysis: Dataset 1

To make better sense of all the items 30,696 customers were asked,
| conducted a factor analysis. After cleaning the data, using SPSS software,
| achieved a complete list of relevant items asked of sample 1 (Table 3.4). Mapping
these items to my a-priori constructs in my conceptual framework (Figure 3.4) shows

that | am able to look at most of my in-store experience constructs. Likewise,
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| demonstrated that for the constructs | do have (Table 3.4) (I have many items that
are likely to measure these aspects of the in-store experience very well. | performed
an exploratory factor analysis to investigate the variable relationships between the
items, allowing to identify several underlying factors testing my a-priori assumptions
regarding the aspects of customers’ in-store experiences.

The factor analysis then explored whether these items fit into those groupings.
Table 3.5 shows the eigenvalues and percentage of variance explained from different
factor solutions. Following Kaiser's (1960) eigenvalue-greater-than-one rule for
solution selection, | arrive at a four-factor solution as the most appropriate one for
these data. The four-factor solution explains 65% of the variability in the data, which
is reasonable (Hair et al., 2009).

Table 3.6 shows the factor loadings from the rotated component matrix for the
four-factor solution. | arrived at the following factors:

Factor 1: Assortment;

Factor 2: Retail atmosphere/ Layout;
Factor 3: Checkout service;

Factor 4: Personalised customer service.

Looking at groupings (Table 3.6), | see that the assortment and retalil
atmosphere factors are measured as hypothesised (all items load as expected).
However, to be more explicit, most items related to the assortment factor | will call
“product quality and availability.” Furthermore, my original service interface factor is
not measured completely as expected; this has been split into two factors: checkout
service and personalised service factor. | was not surprised that the service interface
factor was split, as personalised and general customer service is stronger according
to shoppers’ perceptions than the checkout’s. Furthermore, it impacts customers’
behaviour more because it is less likely to occur (Arnold et al., 2005; Bitner, 1992;

Verhoef et al., 2009), which was also confirmed by my study and described below.
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Table 3.4 Final list of the items asked. Source: Author

Construct Item Code

Item description

Social Environment
SRV3
Retail Atmosphere/ Layout
ACC2
ENV1
ENV2
ACC1
EASE
Assortment

QLT

QLT2

STK1

STK2

STK3
STK4

In-Store Brand Communication

SR

Service Interface
SRV1
SRV2
SRV6
SRV7
SRV8

SRV

SRV4

SRV5
Critical Incidents

SRV11
Overall Shopping Satisfaction

SAT

The store staff were dressed smartly and appropriately.

| could getin and around the store easily.

The store was clean and tidy.

How would you rate the overall look and feel of this store.
| could getin and out of the car park easily.

How easy did you find your shopping experience?

| was satisfied with the quality of fruit and vegetables | saw in
the store.
The fruit and veg looked appealing and well cared for.

The store has a good range of products (the selection of
products that you had to choose from for the size of the store).

| was satisfied with the level of stock (whether the products you
wanted to buy had sold out).

| was satisfied with the level of stock on fruit and veg.

The store has a good range of fruit and veg.

How much do you agree with the statement ‘This Tesco store
has community initiatives that help the local area’?

The store staff made me feel welcome.

The store staff were helpful.

The checkout staff greeted you.

The checkout staff offered to help you pack.

The checkout staff gave you full attention while serving you.
How would you rate the overall customer service and staff
helpfulness?

| was satisfied with the length of time | had to wait at the
checkout.

Did you need any assistance whilst shopping today?

Was there a member of staff who did something special on your
recent visit?

How would you rate your overall satisfaction with this store on
your recent visit?
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Table 3.5 Component analysis. Source: Author

Component Analysis

x-Factor Solution Eigenvalue Cumulative Variance Explained
1 5.626 37.509
2 1.891 50.117
3 1.200 58.119
4 1.015 64.884
5 .845 70.515
6 .760 75.583
7 .703 80.270
8 .499 83.594
9 477 86.775
10 .456 89.813
11 424 92.638
12 404 95.333
13 .296 97.305
14 .230 98.836
15 .175 100.000

Two of my customer service interface analysed items (SRV1 — the store staff
made me feel welcome and SRV2 — the store staff were helpful) belong to two
factors: retail atmosphere/ layout and personalised customer service. This is right as
it contributes to the in-store environment but at the same time can be perceived as

something personal. It is also important to note, that SRV6 (checkout staff greeted
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you), SRV7 (checkout staff offered to help you pack) and SRV8 (was there a member
of staff who did something special on your recent visit) have negative loading as they
are negative scale in the survey.

Those factors were the basis for my final, narrowed research framework
creation (Figure 3.6). To conduct the full analysis and to answer my research
guestion, | needed to incorporate the Clubcard data. Based on the data availability
discussed earlier and the results from my factor analysis, | developed a revised
research framework to address my research question (Figure 3.6). My final research
framework thus consisted of four key in-store experience constructs:

e Assortment: Customers’ perceptions of the diversity of different products and
services offered by a retailer influence customers’ shopping experience and
their behaviour. Different assortment strategies are important constructs and
have impact on the customers. Furthermore, one of the greatest problems for
retailers is the challenge of getting the right merchandise in the right quantities
to the right stores at the same time that customers want it. In my research
framework, the key focus is on assortment quality and availability. It also
covers the aspect of the range size and its fit to the customers’ needs.

e Retail atmosphere/ layout: A layout is an example of a design cue that
influences customers’ expectations concerning their movement in the stores
(Baker et al., 2002). The focus here is on ambient and design factors such as
lighting, scent, colour and music to verify what kind of direct effect they have
on customers’ shopping experiences. For my further study, | also need to keep
in mind that in-store communications are the most influential touch points on
brand consideration (Baxendale et al.,, 2015). In my detailed research
framework, the key focus is on store cleanliness, layout congestion, the look
and feel of the store as well as the ease of the shopping experience, which is
also connected to congestion and number of customers.

e Checkout service: This construct in my detailed and final research framework
focuses on checkout service. It measures customer satisfaction with their
service at the checkout line. It mainly includes customer service aspects like
offering help to customers, greeting them and giving their full attention to
customers while serving them. It is an important construct, as it measures the
‘final straight’ of the customer’s shopping trip, which is a part of their in-store

experience.
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e Personalised customer service: This construct in my final research
framework focused on the store staff’'s customer service, not only checkout
colleagues, involving how they made the store customers feel welcome and
whether they were helpful. An important part of this construct is the
individualised aspect of the customer service, assessing whether a staff
member did something special for customers during their shopping trip.

It is important to note that my four in-store experience final constructs are the
key constructs, from an academic, and retail, perspective. It was already identified in
my literature review that assortment and customer service and retail atmosphere/
layout have one of the greatest impacts on customers. They are also the elements in
which retailers invest a great deal to improve customers’ shopping trips and to
become more competitive. Thus, from a research perspective, in terms of
contributing to existing knowledge and practice, | was interested in observing what
kind of impact the above constructs have on customer behaviour. Furthermore,
knowing that retailers are investing large sums of money into them, | was able to

observe and rank them according to their impact size.
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Table 3.6 Exploratory factor analysis — rotated component matrix with loadings >0.5

marked. Source: Author

Item Component Survey question
Retail Checkout Personalised
Assortment Atmosphere/ . Customer
Service .
Layout Service
ACC2 811 | could getin and around the store easily.
ENV1 778 The store was clean and tidy.
ENV2 658 How wouvld you rate the overall look and
feel of this store?
QLT 771 | was satisfied Wl.th the quality of fruitand
vegetables | saw in store.
a2 798 The fruit and veg looked appealing and well
cared for.
SRV1 437 .558 The store staff made me feel welcome.
SRV2 420 .563 The store staff were helpful.
SRV6 -.770 The checkout staff greeted you.
SRV7 -.694 The checkout staff offered to help you pack.
The checkout staff gave you their full
SRV8 745 ecolf sTaT gavey
attention whilst serving you.
Was there a member of staff who did
SRV11 -.833 . . .
something special on your recent visit?

The store has a good range of products (the
STK1 .669 selection of products that you had to
choose from for the size of the store).

| was satisfied with the level of stock
STK2 .650 (whether the products you wanted to buy
had sold out).

| was satisfied with the level of stock in
fruitand veg.

STK3 .866

STK4 .843 The store has a good range of fruit and veg.

* All values <0.4 are hidden
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3.5 Model of Hypotheses

For my research project, | analysed Tesco customer feedback concerning
their shopping trip, together with detailed customers’ behavioural data (described in
the Methods section). | conducted a statistical analysis and employed various
techniques to observe the relationships between the data. The research model
| developed explored the impact of the four in-store experience variables on
satisfaction and a number of behavioural variables. The aim of the analysis was to

answer my research question:

What is the impact of product, service and in-store environment perceptions

on customer satisfaction and behaviour?

However, before statistically analysing my data, based on my final research
framework, available data, research question and literature review, | formulated
a series of hypotheses (Figure 3.7). Together, they provided me with a detailed view
on the researched topic and after testing helped me answer my research question.

IN-STORE EXPERIENCE BEHAVIOURAL
CONSTRUCTS DATA

PRODUCT QUALITY AND

AVAILABILITY SPEND DATA

IN-STORE ENVIRONMENT/
LAYOUT

AVERAGE NUMBER OF VISITS NEXT

v

WEEK
CHECKOUT SERVICE
PERSONALISED CUSTOMER OVERALL SHOPPING SATISFACTION
SERVICE

Figure 3.6 Narrowed research framework. Source: Author
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The final summary of all below hypothesis is shown in, and the outcome was

also used for the recommendations for the retailers.

Hla,b,c,d
a OVERALL SHOPPING
SATISFACTION
PRODUCT QUALITY
AND AVAILABILITY H2a,b,c,d
.| AVERAGE NUMBER OF
VISITS NEXT WEEK
b
IN-STORE H3a,b,c,d OVERALL SPEND
ENVIRONMENT »|  DURING VISIT DATE
AND LAYOUT
H4a,b,c,d
»|  BASICOWN-LABEL
c
H5a,b,c,d
PERSONALISED >
» PREMIUM OWN-LABEL
CUSTOMER SERVICE
H6a,b,c,d
d »| REGULAR OWN-LABEL
CHECKOUT H7a, b,C,d
CUSTOMER SERVICE N PROMOTIONS
OVERALL SPEND
DURING VISIT DAY a
OVERALL SHOPPING H8a,b,c TOTAL SPEND WEEK
SATISFACTION AFTER b
AVERAGE NUMBER OF | ¢
VISITS NEXT WEEK
OVERALL SPEND 3
I H9a,b DURING VISIT DAY
IN-STORE EXPERIENCE | >
AVERAGE NUMBEROF |
VISITS NEXT WEEK

Figure 3.7 Model of hypotheses. Source: Author

3.5.1 Product quality and availability

The assortment of products and services is one of the basic functions of
a retailer (Levy & Weitz, 2008). It is the main tool for retailers to create excitement,
increase sales and increase profits by maximising the margin. | also know that
customers’ perceptions of the breadth of different products and services offered by

a retailer influences their shopping experience and behaviour (Ailawadi et al., 2009).
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Most academic models apply to single-category assortment problems.
However, as customers generally buy different and cross-category items,
researchers should examine the complementarities of different market baskets,
which would help to optimise the assortment (Agrawal & Smith, 2003). Different
assortment strategies are important constructs and have an impact on customers.
Researchers should also not ignore other marketing mix variables, as well as
environmental impacts.

The most unclear thing for most retailers is what constitutes ‘the right mix of
products’ or a ‘good assortment’ (Bauer et al., 2012). Besides attitudinal analysis on
the effects of assortment on the in-store experience, some empirical studies also
show the effect of assortment on demand. Briesh, Chintagunta and Fox (2009)
developed and estimated a model of the impact of different dimensions of
assortment, as well as other variables, on the retail store choice. Knowing this, | can
hypothesise that the assortment construct impacts overall shopping satisfaction. To
be more specific, | conducted an in-depth examination of the impact of product
guality and availability on overall shopping satisfaction. Based on my literature
review, | could also assume that product quality and availability impact spending at
time ‘t’, particularly different kinds of spending. This led me to construct the following
hypotheses concerning the impact of product quality and availability on customers’

behaviour in terms of spending and overall shopping satisfaction:

Hla: Product quality and availability have an impact on overall shopping satisfaction.
H2a: Product quality and availability have an impact on the average number of visits
next week.

H3a: Product quality and availability have an impact on overall spend during visit
day.

H4a: Product quality and availability have an impact on basic own-label products
spending.

H5a: Product quality and availability have an impact on premium own-label products
spending.

H6a: Product quality and availability have an impact on regular own-label products
spending

H7a: Product quality and availability have an impact on customers’ promotional

spending.
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3.5.2 In-store environment and layout

A store’s environment influences the quantity of purchased items, store liking,
time and money (Sherman et al., 1997), quality and evaluation of merchandise
(Baker et al., 1994), sales (Milliman, 1982), product evaluation (Wheatley & Chiu,
1977), satisfaction (Bitner, 1992) and store choice (Babin & Darden, 1996).
Therefore, many retailers acknowledge the importance of the store environment as
a tool for differentiation (Levy & Weitz, 2001). Furthermore, if | consider stimulus
cues, | can say that the store atmosphere is the stimulus that causes consumer
evaluation in relation to the environment, and some behavioural responses (Turley &
Milliman, 2000). This construct also includes congestion, created by a large number
of customers, impacting the ease of shopping. The retail atmosphere directly
influences customers’ in-store shopping experience. It has an impact on shoppers’
behaviour by affecting their emotion, cognition and physiological state. Some of
these elements may have different impacts on different behaviours (Lam, 2001). Not
only is the layout of the store itself also of great importance for customers’ shopping
experience but also the fact if the store is overcrowded, or not. Positive experiences
arise if the store makes it easy for shoppers to find the product they are looking for,
when the layout of the store seems logical and when there are sufficient signs in the
store (Bitner, 1992). Knowing this, and based on my final research framework,

| created the following hypotheses:

H1lb: The in-store environment and layout have an impact on overall shopping
satisfaction.

H2b: The in-store environment and layout have an impact on the average number of
visits next week.

H3b: The in-store environment and layout have an impact on overall spend during
the visit day.

H4b: The in-store environment and layout have an impact on basic own-label
products spending.

H5b: The in-store environment and layout have an impact on premium own-label
products spending.

H6b: The in-store environment and layout have an impact on regular own-label
products spending.

H7b: The in-store environment and layout have an impact on promotions spending.
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3.5.3 Customer service interface constructs

The service interface is a key construct of the in-store experience framework.
According to many studies, it has an impact on customer behaviour. Service quality
can be defined as the overall evaluation attitude (Parasuraman, 1985), which is the
degree and direction of discrepancies between customer perceptions and their
expectation of what is actually delivered. For the main service quality dimensions,
| can use the interaction quality; the interaction between customers and staff — and
service environment quality — the overall atmosphere of the store and the service
environment. | should also add the outcome quality — the actual service customers
receive (Brady & Cornin, 2001) as well as the manner in which the shopping
experience form impacts customer behaviour. While analysing the customer service
interface and its impact on customers’ shopping trip, the notion of critical incidents is
important. This refers to specific events during a shopping trip that have significant
positive or negative contributions to the shopping experience (Arnold et al., 2005).
Critical incidents thus influence shopping trip satisfaction. It is difficult to characterise
these events, as they depend on the customers’ shopping trip motivations and
expectations. Contact employees play a major role, as they are responsible for
satisfying customer needs and expectations (Arnold et al., 2005; Bitner, 1992). By
better understanding it, they can enhance shopping trip satisfaction. A classification
scheme for employee behaviours in critical service encounters has been described in
the literature (Bitner et al., 1990). There are three primary groups of employee
behaviours in critical service encounters (Esbjerg & Bech-Larsen, 2009):

- recovery, when employees respond to service delivery system failures, such
as stockout;

- adaptability, or when the employee responses are prompted by customers’
special needs and requests;

- spontaneity or unprompted and unsolicited behaviours.

What is quite interesting is the fact that critical incidents also may arise from
negative or positive experiences with other customers (Grove & Fisk, 1997).
According to Westbrook (1981), compared with pure services, customer-to-customer
experiences are less critical for grocery shopping trip satisfaction, as they have

limited interactions and less close physical contact (Westbrook, 1981). It may be
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important in smaller communities where social and recreational shopping motives

prevail. Having this in mind, | constructed the following hypotheses:

Hlc: Personalised customer service has an impact on overall shopping satisfaction.
H1d: Checkout customer service has an impact on overall shopping satisfaction.
H2c: Personalised customer service has an impact on the average number of visits
next week.

H2d: Checkout customer service has an impact on the average number of visits next
week.

H3c: Personalised customer service has an impact on overall spend during visit day.
H3d: Checkout customer service has impact on an overall spend during visit day.
H4c: Personalised customer service has an impact on basic own-label products
spending.

H4d: Checkout customer service has an impact on basic own-label products
spending.

H5c: Personalised customer service has an impact on premium own-label products
spending.

H5d: Checkout customer service has an impact on premium own-label products
spending.

H6c: Personalised customer service has an impact on regular own-label products
spending.

H6d: Checkout customer service has an impact on regular own-label products
spending.

H7c: Personalised customer service has an impact on promotions spending.

H7d: Checkout customer service has an impact on promotions spending.

3.5.4 In-store experience and overall shopping satisfaction

| can observe a growing number of publications concerning atmospherics and
the effects of the store environment on customers’ decision-making, including
spending (Eroglu & Machleit, 1990; Kaltcheva & Weitz, 2006; Shankar et al., 2011).
Most of the reviewed papers focused on customers’ perceived in-store experience,
which is a holistic construct in nature and involves customers’ cognitive, affective,
emotional, social and physical responses to the retailer (Bell et al., 2011). There is

evidence that a pleasant shopping experience results in higher customer loyalty and
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satisfaction (Macintosh & Lockshin, 1997; Sirohi et al., 1998; Terblanche & Boshoff,
2006a, 2006b). In most of the researched papers, | found that the store atmosphere
interacts with customer perceptions, affecting their behaviours and creating an
in-store experience. | observed that the store environment affects emotions,
behaviours and cognition. Retailers realise that they need to help customers satisfy
their shopping needs. Thus, they increasingly try to offer pleasurable or even
entertaining shopping experiences (Arnold et al., 2005; Wakefield & Baker, 1997).
Moreover, knowing that one tends to buy more things and spend more money when
one is in a positive rather than in a negative mood state (Spies et al., 1997), there
might well be important interactions between store characteristics, customer mood
and purchasing behaviour; thus, the impact of the in-store experience on the
emotional responses of the customers, is extremely important. There are also studies
proving that pleasure induced by store environments appears to be a strong cause
for consumers spending extra time in the store and spending more money than
intended (Donovan & Rossiter, 1994). From this perspective, in-store experience,
creating customer satisfaction is the main force impacting customers’ behaviour and
spending. In my research, the in-store experience construct includes my four, key
researched factors (product quality and availability, in-store environment and layout,
personalised customer service, checkout customer service). Having this holistic
approach to in-store experience as well as overall shopping satisfaction led me to the

following hypothesis construction:

H8a: Overall shopping satisfaction has an impact on overall spend during visit day.
H8b: Overall shopping satisfaction has an impact on total spend week after.

H8c: Overall shopping satisfaction has an impact on the average number of visits
next week.

H9a: In-store experience has an impact on spend during visit day.

HO9b: In-store experience has impact on the average number of visits next week.

3.6 Results

As described previously, the research methodology involved a two-step
approach. First, exploratory factor analysis was conducted to create variables to
measure the different dimensions of the in-store experience from the individual items.

Four dimensions of in-store experience were identified. Combined with behavioural
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data on the surveyed customers, this information gave me the final research
framework (Figure 3.6). This approach provided me with the proper basis to conduct
the correlation, regression, mediation, moderation and sensitivity analysis to test the
hypotheses further.

3.6.1 Correlation analysis
Having survey data based on my framework on the one hand and behavioural

data on the other, | employed the following statistical design (Figure 3.8).

Secondary Factor
Datasetl- |3 data — Data —=| Final sample Analysis -
Survey data validation cleaning definition establishing 5
checks key constructs ag ":E
S o
I = 2
& - =
Matching ‘: '=- ,E
between two [ = = D W
data sets E =4 %
8 ST
(= a
=
Secondary f n
Data set 2 - o
Behavioral cata 5
data =* alidation |™ cleaning
checks

Figure 3.8 Statistical analysis key steps. Source: Author

| began the analysis with a correlation matrix, which should help me to
observe any significant relations between my key research constructs, shopping
basket data, overall shopping satisfaction and average number of visits the following
week.

Looking at the correlation matrix (Table 3.7), | can observe significant
relationships between overall shopping satisfaction and my key in-store experience
constructs. In addition, considering the size of the sample, | could expect some
correlations with regards to the total spending on a visit day, as well as the impact on
the average number of visits the following week and also the spend week after.

Armed with this knowledge, and following my research model, | analysed how
the in-store experience constructs impact different kinds of spending on a visit day.
| created a shorter version of my correlation matrix focusing only on shopping basket
data (Table 3.8), in order to determine whether there is any correlation between

in-store experience elements, different kinds of spending, total spend this week and
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week after as well as number of visits week after. Looking at my linear correlation
data, | can assume that there is causality between in-store experience, spending
during the visit day and week after, some specific food categories and number of
visits week after. Better assortment (in my case, product quality and availability)
means people are more likely to increase spending on basic and reduce spending on
regular and premium categories and therefore reduce their spending-size overall.
This is very interesting, as it may mean that good availability means customers are
less likely to upgrade items when they cannot find all they want (so they spend less)
however, positively influence the amount of money the customers spend week after.
This makes sense, as we know product quality and availability positively impacts
overall shopping satisfaction which is reflected in the amount of money spent week
after, when customers are able to plan their shopping trip based on the experience
they had. It also positively influences the number of visits the week after.

A better in-store environment and layout means that customers seem to spend
less in general across the categories however at the same time they are more
satisfied (Table 3.8), which may be also due to less crowded store and higher ease
of shopping. A worse layout could mean that people come across items they did not
plan to buy (e.g., additional stands with the products). Both customer service factors
seem to have an overall positive effect on sales across all measured categories
during the visit day and also during the visit the week after. Very interesting is also
the fact that overall shopping satisfaction has a positive impact on customers’
behaviour week after (spend and number of visits).

The correlation numbers are very low but significant. They are small, as
customers’ behavioural constructs are likely to be influenced by a number many
factors, including: store proximity, pricing, promotions, household differences,
individual differences and preferences, etc. Therefore a lot of the variability in spend
and visits is likely to be explained by other aspects, not just shopping experience,

which needs to be kept in mind.
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Author

Table 3.7 Correlation matrix. Source
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Table 3.8 Shopping basket data correlation matrix. Source: Author
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3.6.2 Regression analysis

In order to make more sense of the data and to verify which construct has the
greatest impact on satisfaction and customer behaviour, | decided to conduct
a regression analysis on the key constructs and elements of customer behaviour. It
combined all proposed and researched models

When examining model A (the impact of in-store experience on overall
satisfaction), | can clearly observe that the adjusted R2 of my model is 0.595 (Table
3.9). This means that the linear regression explains 59.5% of the variance in the
data. This is a clear indication that the key four in-store environment constructs
explain a substantial amount of overall shopping satisfaction. Furthermore, the
coefficients are significant, which means that there is a linear relationship between
the variables and satisfaction in my model. | forced all the variables into a multiple
linear regression; the beta weights are quite interesting for my research. As beta
expresses the relative importance of each independent variable in standardised
terms, | can observe which of the key factors from my model are significant
predictors of overall shopping satisfaction. After the coefficients analysis, | could
observe that the variable with the largest impact on overall shopping satisfaction is
the in-store environment and layout (beta=0.423), together with product quality and
availability (beta=0.354). However, | can see that all four factors have a significant
impact on overall shopping satisfaction. | can conclude, therefore, that these four
aspects of the in-store experience significantly impact satisfaction.

The second part of my analysis will focus on the core of my research project,
which concerns spending. Therefore, | will focus on analysing what impacts spending
and its different types. | need to remember that all the responses in the survey were
related to the visit day. While analysing the results for model D (Table 3.9) could
observe that there is a very small relationship between spending and overall
satisfaction and it does not explain variance in the data (R2 approx. 0), however the
coefficient is significant. | could also observe some level of correlation between those

two constructs (Table 3.7).
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Table 3.9 Impact of in-store shopping experience on overall shopping satisfaction,

total spend on a visit day and average number of visits the week after. Source: Author
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3.6.3 One-way ANOVA

As an alternative to regression, | decided to investigate these data using
scatter plots and conducting one-way ANOVA tests to determine whether | can
observe patterns even without the linear regression, particularly with the highest
values for spending and satisfaction. While analysing the graph (Figure 3.9).
| can see many individual-level variations (explaining why the regression’s R2
was so low) and that the highest values are assigned to the highest overall
shopping satisfaction level. | achieved significant results, indicating that the
higher the level of satisfaction | have, the higher the average basket size is.
However, on satisfaction level three | do not see this trend: this might be
connected with the fact that a score of 3 was given for a ‘reasonable’ level of
satisfaction, which is neither good nor bad. What is important is the fact that the
highest levels of satisfaction (4 and 5) relate to the highest average spending
(E45.40 and £48.50, respectively). Furthermore, the 95% confidence interval for
these values do not overlap (upper bound for 4 = £45.90, lower bound for
5 = £47.70), which shows a clear distinction between them. Therefore, | can
assume that the overall level of satisfaction has an influence on overall
spending. The linear regression is not visible, but the relationship to the average
spend size is visible.

In the same way, | decided to assess whether overall satisfaction has an
impact on the frequency of visits — model E. To examine this, | created
a scatter-plot graph to view the relationships between extreme values. There
was very small linear regression (Table 3.9) and correlation (Table 3.7);
however, there was a significant amount of individual-level variation (Figure
3.9). | could also see a pattern in which a higher frequency of visits is connected
to a higher level of overall satisfaction. Knowing this, | decided to examine the
details using a one-way ANOVA. | could see that the average number of visits
the following week increases with a higher overall satisfaction rating and the
results are significant, which is also supported by my model E (Table 3.9).
Furthermore, | found that for the highest level of satisfaction, | see more
frequent visits. Interestingly, as for spending, for the highest level of satisfaction,

the 95% confidence intervals for these values do not overlap (upper bound for
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4=2.2, lower bound for 5=2.35) which shows a clear distinction between them.
Thus, | can conclude that when a customer had a positive experience, their

number of visits increased.

Dependent variable

Total spend on a visit day Average N. of visits week after
Model Mean Scatter plot Mean Scatter plot
Overall shopping 0000 ol
satisfaction o
Low 1 43.5 22
1500.00+ ;
2 44.5 2.1 | §
3 42.2 5| 22 : :
° Q Q Q
. f o8 : § $ §
soono{ © H 2 3 8 H
4 45.4 o 2.2 ; : § : $
o o o 0 o
i I
High 5 a5 "L ‘ : 24 ‘ ‘ :

Significant parameters arein bold

Figure 3.9 Individual-level variations for total spend and the average number of

visits the following week. Source: Author

| also wanted to observe the impact of the key four in-store experience
constructs researched, on the number of visits week after. Looking at model C
in Table 3.9, | could observe that product quality and availability together with
personalised customer service have positive impact, but on a significance level
of 0,05. In-store environment and layout impacts the average number of visits
the week after with a p value on a level of 0.01. Checkout service negatively
impacts average number of visits week after but the results are not significant,
which is logical and makes sense. That is why, | can conclude, that in-store
experience influences the average number of visits the week after, with in-store
environment and layout playing the biggest role in it.

After observing the impact of satisfaction on spending and the frequency
of the visits, | explored the impact of my key research framework constructs on
spending (model B). For this, | decided to follow the regression analysis, making

spending on a visit day a dependent variable. My four factors from the research
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framework were independent variables. When assessing the regression
analysis (Table 3.9), as expected, | saw small R2 values — | need to keep in
mind that the sample size is large so even small R2 values are likely to
represent real relationships in the data (not occurring by chance). This could
also be rationalised by thinking about how impactful | expect the environment to
be in grocery shopping. It may provide an incremental benefit, but | do not
expect it to be the main driver. It may be influenced by the number of factors not
measured such as: store proximity, pricing, individual demographic
characteristics, household differences and even the fact, that people need to
eat. Therefore, | expect the experience to only contribute slightly (small R2), but
if 1 can identify the factors that even have a small impact on spending, it could
be of great importance to retailers.

As | mentioned in the beginning of my thesis (Chapter 1.1), the retall
market is extremely competitive that is why even a 1% increase in sales can
make difference. Furthermore, although my findings are significant, it does not
help, as there are different characteristics concerning satisfaction and its impact
on spending on the individual level. Having limited information about individuals
makes it difficult to explain the variability between them. As | am only including
in-store experience factors, | am not able to explain in detail why person 1 might
spend more than person 2 (e.g., disposable income, household size,
psychology, communication activities, competitors’ actions). That is where the
low R2 comes from. If | were to manage to measure and include all those other
factors, then | would be able to explain why person 1 spends more than person
2 much more accurately, achieving a higher R2. Furthermore, the coefficients
are significant, which is why | can assume that there is a linear relationship
between the variables. | observed a negative correlation between spending on
a visit day and Factor 1 (product quality and availability) together with Factor 2
(in-store environment and layout). | observed a positive correlation between
Factor 3 (checkout customer service) and Factor 4 (general/ individualised
customer service). That is why, knowing that the results are significant, | can
conclude that in-store experience elements (ones from my framework) have an

impact on spending during the visit day. These findings are very interesting, as
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they show the relative impact of various in-store experience constructs on
overall spending. | will describe it in ‘results interpretation section’, together with

many important implications for the retailers.

3.6.4 Sensitivity analysis

In order to provide retailers with more insights into what concerns the
impact of the in-store experience constructs on customers’ behaviour, | decided
to perform a sensitivity analysis. It helped observe, what is the impact of a one-
unit increase in the factors on the responses from my model. Based on my

research findings (Table 3.9) my regression equation, took the form of:

yi,j = BO,j +181'j X F]-L +ﬁ2,j X le + B3,j X F31 +B4,j X F4l + Ei,j

Where y;; represents the response of individual i in metric j, in Table 3.9,
| considered 3 metrics; visit satisfaction, visit spend today, and number of visits
next week. F1;, F2;, F3;, and F4; represent individual i’'s response to each of the
four factors respectively. By represents the intercept or baseline for metric j, this
is the value which y;; takes when all the factors are equal to 0. B4, B2, B3, and
Ba; are the respective coefficients for each of the four factors in relation to
metric j. & is the unexplained error term for individual i and metric j, i.e., the
variation in individual i’'s response to metric j which is not explained by the four
factors. The interpretation of the B’s is that a one-unit increase in the factors
represents a B increase in the response, y. As proof, suppose there is a new
response for Factor 1, F1%, which results in a new level of response to the

metric, yij, however all of the other factors stay the same:

y'i,j = ,BO,j +,81‘j X Fl’i +182‘j X F2; +ﬁ3,j X F3; +,84’j X F4; + €ij

Looking at the difference between the new response, y’, and the old

response, y, gives the change in response resulting from our change in F1’.
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p1j X (F1'; — F1,)

A
Yij—Vij

In other words the increase in metric y;; is equal to the change in F1,

= F1; + 1 ) means that

’
I

multiplied by B1;. Therefore a unit change in F1; ( F7;}

there will be a B change in y;;. Table 3.10 shows the resulting change in the

dependent variables given a unit change in the factors.

Table 3.10 Change in dependent variables given a one-unit increase in each

factor. Source: Author
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The sensitivity analysis findings above clearly show retailers the kind of
in-store experience constructs in which they should invest. Where retailers can
expect the highest return from one unit investment in the researched factors, is
clearly visible. Interestingly, a better and more clinical layout improves the
satisfaction most (by 0.4 point), positively impacts average number of visits next
week, however decreases spend by £2.59. Considering the fact, that it is one
customer spend during a visit, it represents big amount of money for retailers
visited by several million customers daily. On the other hand, it represents a big
opportunity for retailers with clinical layout, to make it more congested, less
satisfying for customers but generate higher spend on a visit day.

When we look at customer service constructs, we can see that investing
one unit in personalised customer service will increase the customers’ spend by
£4.40. This is the highest value coming from my sensitive analysis, which helps
to prioritise the retailers’ investments. Improving checkout service and
individualised customer service, all together can increase the spend by more
than £6.00. Considering that the average basket size for the big format retailer
in UK is £30.00, this represents a significant amount of additional sales and
provides clear direction where the biggest opportunities to sell more are. It is
high enough to compensate on a possible sales miss coming from increased
shopping satisfaction due to better layout. Customer service constructs not only
have the highest return from the investment in terms of spend but also improve
satisfaction and the average number of visits the week after. It gives clear
indication for practitioners where to invest to increase sales and customer
satisfaction and also what detailed implications it has in terms of customer

behaviour.

3.6.5 Moderation

A moderating variable changes the impact of the independent variables
on the dependent variable(s). In this case we are looking at the impact of
in-store experience (independent variables) on spend on the visit day
(dependent variable), however we are allowing these impacts to change

depending on the consumer’s overall satisfaction with the visits (moderator).
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This allowed me to investigate whether a customer with high overall shopping
satisfaction would respond more positively to in-store experiences than to the

one with a low visit satisfaction (Figure 3.10).

VISIT
SATISFACTION
IN-STORE
v
EXPERIENCE > SPEN[[))#?TI: VISIT
FACTORS

Figure 3.10 Overall shopping satisfaction as moderating variable. Source: Author

After completing the analysis and looking at the results in Table 3.11, it
can be seen that there is no moderation, as it shows how model 2 differs from
model 1. Model 1 represent the regression of number of visits next week
against the researched factors and satisfaction with no moderation (no
interactions). Model 2 is the regression with interactions between the factors
and satisfaction. In Table 3.11 we can observe the change to the model fit
statistics resulting from including satisfaction as a moderator. There is no
improvement in the R2 and this change is not significant by an F test.
Therefore, including satisfaction as a moderating variable does not improve the
model. This means that customers with high overall shopping satisfaction are
not responding more positively to in-store experiences than the ones with a low

satisfaction.
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Table 3.11 Impact of moderation on model fit. Source: Author

Model Summary

Sig. F
Model R2 R2 Change F Change Change
1 .004
2 .004 .0 1.283 0.274

3.6.6 Mediation

Mediation attempts to understand the underlying mechanism of how the
independent variables are impacting on the dependent variable(s) by using an
intermediary variable. In this case, Table 3.9 shows that the in-store experience
factors significantly impact both visit satisfaction and spend on the visit day.
Also, visit satisfaction is impacting on spend on the visit day. Therefore, in-store
experience factors could be impacting spend through satisfaction, i.e., a higher
quality experience is increasing overall satisfaction which in turn increases

spend (Figure 3.11).

VISIT
SATISFACTION
IN-STORE
EXPERIENCE > SPEN[[)M?TI\é VISIT
FACTORS

Figure 3.11 Visit satisfaction as intermediary variable. Source: Author
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Following Baron & Kenny's (1986) steps for mediation, | tested to see if
the relationship between in-store experience and spend on the visit day were
mediated by visit satisfaction. First of all, | know from Table 3.10 that the in-

store experience factors are a significant predictor of spend:

(1) SPENDl = ,80+,81 XFli +,82 XFZi +ﬁ3 XF3L' +ﬁ4 XF4i +61,i

| also know from Table 3.10 that the in-store experience factors are
significant predictors of the proposed mediating variable, overall shopping

satisfaction:

SATi:V0+]/1XF1i+)/2XF2i+]/3XF3i+Y4XF4i+62,i
(2)

To test whether the factors are mediated by satisfaction | constructed

a third model:

SPENDl =¢0+¢1XF1i+¢2XF2i+¢3 XF3i+¢4XF4‘i+¢5
(3) X SAT; + €3

If 5 is significant then the mediator, satisfaction, is a significant predictor
of spend after controlling for the impact of the factors. If the new coefficients for
the factors (¢1, ¢2, ¢3, and ¢,) are smaller in absolute value than the old
coefficients (B1, B2, B3, and B4) then this demonstrates that the direct
relationship between the independent variables and the dependent variable is
reduced when controlling for the mediating variable. If this reduction in effect is
significant then we say that the independent variables are mediated by

satisfaction. Sobel (1982) proposes the following statistical test:

:Vix¢5

t; :
LT SE,
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(4)

SE;, = \/ylz X .o+ ¢ixal

Where o, and o, are the standard errors of ¢s and y; respectively and
Vi X ¢s is the impact which the factors have through satisfaction. tj can be
compared to a Normal distribution to identify whether | should fail to accept the
null hypothesis (that the impact of the factors via satisfaction is 0). This test
assumes that y; x ¢s is Normally distributed. Preacher & Hayes (2008) propose
a bootstrapping approach instead of the Sobel test in order to avoid this
assumption, however | believe that this is an acceptable assumption to make as
the sample size is large.

The results from the mediation regressions are shown in Table 3.12. We
note that ¢s is not significant, which means that the mediator satisfaction is not
a significant predictor of spend after testing for the impact of the factors.
Furthermore, the impact of Factors 1 and 2 in model three increases vs. model
1 (they become more negative) but the impact of Factor 3 and 4 reduces, but
not much. According to Baron & Kenny (1986), those are not the signs of
mediation.

Nevertheless, | also performed the Sobel test (Table 3.13), which shows
that looking at my p-values, none of these effects are significant. This means
that the indirect impact of the in-store experience factors are not significantly
different from ‘0’ and therefore overall shopping satisfaction does not mediate
the impact of any of the four researched factors. We can conclude, that in-store
experience factors do not impacting spend through satisfaction, which means
that the higher quality experience increases overall shopping satisfaction which,

in turn, does not indirectly increase spend on a visit day.
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Table 3.12 Results from mediation regression (total spend on a visit day).

Source: Author
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Table 3.13 Sobel test. Source: Author

Factor Yi X @5 SE t pval
Product quality and availability 0,073 0,229 0,319 0,749
In-store environment and layout 0,087 0,273 0,319 0,749
Checkout service 0,039 0,124 0,319 0,749
Personalised customer service 0,045 0,141 0,319 0,749

In order to see if the overall shopping satisfaction mediates the impact of
my four researched factors on next week spend, | performed the same analysis
(Table 3.14 and Table 3.15).

Looking at the analysis, | observed a much stronger level of significance,
however given the very large sample size, | would expect it to be stronger.
Nevertheless, one interesting finding is that my Factors 3 and 4 (checkout
service and personalised customer service) are mediated by satisfaction,
whereas the impacts of Factor 1 (product quality and availability) and Factor 2
(in-store environment and layout) are suppressed by overall shopping
satisfaction. By this one can conclude, that their positive impact on satisfaction
is lessening their total impact on next week’s spend. We can conclude, that F1
and F2 increase satisfaction, which in turn increases spend next week. This
relationship is significant at the 10% level (Table 3.15). However, one cannot
forget that F1 and F2 also have negative direct impact on spend next week.
Nevertheless, the increase in visit satisfaction which comes from high levels of
F1 and F2 helps to reduce their negative direct impact. However, the indirect
impact (the impact through satisfaction) is quite small once compared to total
impact, which means that there is still a large effect being unexplained by

satisfaction.
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spend next week).

regression (total

Table 3.14 Results from mediation

Source: Author
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Table 3.15 Sobel test. Source: Author

Factor Yix @5 SE t pval
Product quality and availability 0,552 0,307 1,801 0,072
In-store environment and layout 0,660 0,366 1,801 0,072
Checkout service 0,301 0,167 1,801 0,072
Personalised customer service 0,340 0,189 1,801 0,072
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4 CONCLUSIONS, LIMITATIONS AND FURTHER
RESEARCH OPPORTUNITIES

4.1 Research results interpretation —recommendations for
retailers

4.1.1 Overall shopping satisfaction

Table 4.1 is a summary of my hypotheses, indicating which of them are
supported and which are not. All the hypotheses connected to the overall
customer satisfaction from a shopping trip are interesting from both the

customer and retailer perspectives. | decided to verify these to start with:

Hla: Product quality and availability has an impact on overall shopping
satisfaction.

H1lb: The in-store environment and layout have an impact on overall
shopping satisfaction.

Hilc: Personalised customer service has an impact on overall shopping
satisfaction.

H1d: General customer service has an impact on overall shopping
satisfaction.

H8a: Overall shopping satisfaction has an impact on overall spend during
visit day.

H8b: Overall shopping satisfaction has an impact on total spend week after.
H8c: Overall shopping satisfaction has an impact on the average number of

visits next week.

All the above hypotheses were supported, which gave me an important
indication concerning what types of constructs impact overall satisfaction most,
and also what the impact is of overall satisfaction on spend (during visit day and
week after) and on the number of visits week after. My correlation matrix
(Table 3.7) demonstrated significant relationships between overall shopping
satisfaction and my key in-store experience constructs. It is clear that the
highest correlation is for the in-store environment and layout construct

(r=0.523), and a high correlation was also noted for the product quality and
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availability construct (r=0438). My other two constructs were also significantly
related to overall shopping satisfaction, but on a lower level: checkout service
r=0.239 and personalised customer service r=0.269. Based on these findings,
| can clearly state that customers’ in-store experiences impact their overall
shopping satisfaction. There is also an impact of overall satisfaction and the
customer behaviour. Not only has it a positive impact on how much customers
spend during the store visit but also positively influences, total spend week after
and number of visits. Knowing this, it is visible that increasing overall shopping
satisfaction creates advantages in what concerns higher spend and loyalty.

The purpose of my project is not only to identify what factors lead to
shopping satisfaction, but also what kind of construct has the greatest influence
on this satisfaction. Thus, to understand this in more depth, | decided to conduct
a detailed regression analysis, which produced additional interesting findings.
| also wanted to identify to what extent my four constructs explain the variance
in the overall shopping satisfaction dependent variable. These also helped me
to judge whether my model is complete and could be the basis for explaining
most of the shopping satisfaction variance. The results from the regression
analysis (Table 3.9) show me that R2 of my model is 0.595. This means that my
four in-store experience constructs explain 59.5% of the shopping satisfaction
change. This is a clear indication that it explains most of the overall shopping
satisfaction. It also shows that my final research framework can be used to
determine what impacts the researched dependent variable | analysed.
Furthermore, the coefficients are significant (sig.=0.000), which means that
there is a linear relationship between the variables and satisfaction in my model.
Nevertheless, | needed to acknowledge that 40% of other constructs that impact
the overall shopping satisfaction could be researched further. This is discussed
in more depth in my Discussion (4.2) and Further Research Opportunities (4.3)
sections.

In order to observe which of my measured constructs had the greatest
influence on customers’ shopping satisfaction, | forced all variables into
a multiple linear regression, where based on beta | was able to reach interesting

conclusions. | observed that the in-store environment and layout (beta=0.423)
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together with product quality and availability (beta=0.354) have the greatest
impact of my four constructs on explaining overall shopping satisfaction.
Furthermore, while analysing beta for the other two constructs (checkout
service and personalised customer service), | observed that with SE=0.003,
they also had a significant impact on overall shopping satisfaction.

All these findings are aligned with the described literature and other
experiments (Baker et al., 1994; Milliman, 1982; Sherman et al., 1997, Bitner,
1992; Ailawadi & Harlam, 2009; Baron et al., 1996; Arnold et al., 2005; Grewal
et al., 1998). One unique aspect of my findings is that | measured the detailed
impact of each independent variable from my model on the dependent variable.
Having feedback from more than 30,000 customers in a real retail store
environment, | can therefore conclude that the hypotheses are supported and
that a customer’s in-store experience has an impact on overall shopping
satisfaction. However, the greatest impact and relationship to satisfaction of all
the in-store experience constructs was the in-store environment and layout.
This means that if retailers want to increase their customers’ shopping
satisfaction, they should focus on improving the in-store environment and
layout. From the customer’s perspective, this entails making sure that the store
is tidy, not congested, with a good look and feel, helping to make the customer’s
shopping experience easy and pleasant. | also identified the impact and
importance of the shopping satisfaction on what concerns the customers’ future
behaviour. This positively correlated to the number of visits week after and total
spend week after. It shows how important a variable it is, in creating higher

spend and loyalty now, and in the future.

4.1.2 Customers’ spending and frequency the visits

Customer spending is important part of my research, as | wanted to
observe the impact of my key in-store experience constructs on customers’
spending. | aimed to observe not only whether customers’ in-store experience
impacts their spending size, but also what kinds of elements have the greatest
impact on it. For this study, as | described before, | used secondary data, which

in my case are the Dunnhumby data managed by Tesco. This is the largest
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customers’ database concerning spending in the UK retaill market. By
cross-matching the data with the survey answers, | could observe the
relationships between in-store experience elements and behavioural data. From
an academic perspective, the fact that those are till data, not declarative data is
beneficial. Furthermore, they cover all the details, even concerning spending on
selected categories. | approached the analysis with the following general

hypotheses:

H3a: Product quality and availability has an impact on overall spend during
the visit day.

H3b: The in-store environment and layout have an impact on overall spend
during the visit day.

H3c: Personalised customer service has an impact on overall spend during
the visit day.

H3d: General customer service has an impact on overall spend during the
visit day.

H8a: Overall shopping satisfaction has an impact on overall spend during
visit day.

H8b: Overall shopping satisfaction has an impact on total spend week after.
H8c: Overall shopping satisfaction has an impact on the average number of
Visits next week.

H9a: In-store experience has an impact on overall spend during the visit
day.

H9b: In-store experience has an impact on average number of visits next
week.

After performing all necessary analysis, when | attempted to verify my
general H8a hypothesis, | observed that there was no high relationship between
spending and overall satisfaction. My R2 was approximately 0, which means
that overall shopping satisfaction did not explain variance in the data.

As this is a central hypothesis to my study, | decided to investigate the
data in greater depth using other statistical tools. As an alternative to the
regression, | investigated the data using scatter-plots and conducting one-way

ANOVA. | knew that there was no strict linear regression; however | wanted to
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determine whether | could observe some patterns, particularly for the highest
values for spending and satisfaction (Figure 3.9). While analysing the graph,
| observed many individual-level variations (this explains why R2 was so low).
Furthermore, | could see that the highest values are assigned to the highest
overall satisfaction level. The results were significant, indicating that the higher
level of satisfaction | have, the higher the spending is. | could also see that the
highest levels of satisfaction (4 and 5) relate to the highest average spending
(E45.40 and £48.50, respectively). Furthermore, the 95% confidence intervals
for these values do not overlap (upper bound for 4 = £45.90, lower bound for
5 = £47.70), which shows a clear distinction between them. Thus, | can accept
H2, concluding that the overall level of satisfaction has an influence on overall
spending. | had an extensive amount of data with a great deal of individual-level
variation, which makes the regression not visible; however, | observed
a significant relationship to the average spending size. This is an important
research outcome for retailers, as it indicates that there is a relationship
between overall shopping satisfaction and the amount of money customers
spend.

With regards to the basket size, it is also beneficial to identify whether
there is a correlation between shopping satisfaction and the frequency of visits.
This aspect was supposed to observe if by increasing the satisfaction, retailers
could increase shopping basket value in a sustainable way together with an
increase in the number of store visits. As | could not observe the linear
regression, | also created a scatter-plot graph. This helped me observe the
relationships between the extreme values (Figure 3.9). As with the analysis of
behavioural data, | observed that for a higher level of satisfaction, the average
number of visits increases. Interestingly, for the highest level of satisfaction,
| observe more frequent visits. Furthermore, as for spending, for the highest
level of satisfaction, the 95% confidence intervals for these values do not
overlap (upper bound for 4=2.2, lower bound for 5=2.35), which shows
a clear distinction between them. Knowing that the results are significant, | can
accept H8b, concluding that when customers have a positive experience, their

number of visits the following week increases. Once | know what impacts
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overall shopping satisfaction, this is an important indication for retailers. This
means that improving customers’ shopping experience not only positively
impacts their spending, encouraging customers to buy more, but also increases
the number of visits. Overall, together with increased customer spend, this
should help retailers develop in a more sustainable manner.

My statistical analysis also helped me verify the impact of the in-store
experience and its key constructs from my research framework on spending
(model B in Table 3.9). A regression analysis was performed to confirm
hypotheses H3a, H3b, H3c, H3d and H9a. | found that the R2 values are small
(R2=0.130), but | need to keep in mind that the sample size is very large, and
thus even small values are likely to represent a real relationship in the data not
occurring by chance. This level of the R2 value also shows that my final in-store
experience research framework constructs are not the key ones impacting
customer spending. It does have an impact; however, it is low as | include only
factors from my research framework. This means that there are other, more
basic ones in a grocery shopping environment that have a greater impact; such
as the fact that customers need to eat, for example, or perhaps a price level,
store proximity, demographical, or individual differences. | am aware now that
my constructs are not the main drivers for customer spending; nevertheless,
even identifying what contributes a small amount is of great value for retailers.
| already mentioned that finding a way to increase sales by 1% in such
a competitive environment like the UK can determine retailers’ success or
failure. In spite of a low R2, the coefficients are significant; therefore, | can
assume that there is a linear relationship between the researched variables.
Knowing this, | can accept hypotheses H3a, H3b, H3c, H3d and H9a,
concluding that the in-store experience, together with my four key researched
constructs; product quality and availability, in-store environment and layout,
checkout service and personalised customer service — have an impact on how
much customers spend during their shopping trip. While analysing Table 3.9,
| could also accept hypothesis H9b — in-store experience has an influence on
the average number of visits next week. It is visible, that three of my four

measured constructs: product quality and availability, in-store environment and
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layout, personalised customer service positively influence the number of visits
next week. The results for checkout service were not significant.

Knowing that my four researched constructs have an impact on
spending, | aimed to determine what kind of impact they have. After analysing
the data from my regression analysis (Table 3.9), achieved a clear indication as
to which element from my in-store experience constructs has the greatest
impact on customer spending. The highest beta is for personalised customer
service (beta=4.471), which shows that this construct has the greatest impact
on increasing customer spending. The second-highest beta factor is checkout
service (beta=2.042). Interestingly, the customer service factors, of all the
researched in-store experience elements, impact customer spending the most,
in a positive way. Thus, if retailers would like to drive sales, these constructs are
the first ones in which they should invest, particularly individualised customer
service. Furthermore, they have the greatest impact on customers.

Very surprisingly, there are two other constructs negatively impacting
customer spending, which means that the better evaluated they are, the lower
the customer spending. The in-store environment and layout had the highest
negative beta (beta=-2.597) and product quality and availability (bet =-0.781).
| found that these constructs positively impact customers’ overall shopping
satisfaction. Furthermore, | knew that overall satisfaction positively impacts
spending as well as the average number of visits. Thus, | could logically
assume that these two constructs would also have a positive impact on
spending. My research findings show that this is not true and that retailers will
need to change their approach and strategy to avoid generating a negative
impact on customer spending.

Looking closer at my greatest negative contributor to spending, which is
the in-store environment and layout, | can conclude that the more clinical and
decongested environment | have in stores, the less customers spend. This
makes sense from a behavioural perspective, as a clinical and decongested
in-store environment provides fewer opportunities for customers to engage in
unplanned buying. An environmental psychologist (Underhill, 2003) described

stores that create roadblocks so that when you walk in, you are forced to stop.
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Wolf et al. (2008) also suggest that when you touch something, you are more
likely to buy it. Therefore, a clinical and not crowded layout positively impacts
customers’ satisfaction (customers like space in the store, not crowded stores
and easiness of shopping), but negatively impacts their spending size. This is
important for practitioners, indicating that they need to find the right balance
between achieving the right level of shopping satisfaction and spending using
the in-store environment as a regulatory variable.

The second construct negatively impacting spending is the product
quality and availability factor, another important part of my research framework.
Knowing that positively impacts overall shopping satisfaction, | can assume that
this is the truth in terms of spending, as well. It would be logical to assume that
the better the quality and availability of products in the store, the more
customers spend. My research shows that this is not the case. | see
a significant negative contribution to spending (beta=-0.781), suggesting that
with lower availability, customers may spend more due to a lack of options of
buying the products they are looking for. No option could mean the need to buy
a more expensive substitute while at the same time having lower satisfaction
from the shopping trip, which my research supports. That is why, very good
availability makes the customers spend less during the visit day, however my
linear correlation proves that they spend more the week after (Table 3.8),
mainly due to increased satisfaction caused by this construct (Table 3.9). Again,
here | have an important indication for retailers, which means that the product
quality and availability is critical for shopping satisfaction. Nevertheless, it
cannot be treated as a direct tool for sales increases. Retailers should focus on
improving customer service (particularly individualised customer service) as well
as creating a layout supporting impulse buying, which may also mean
congested space in a store. To conclude, | can support all the following
hypotheses:

H3a: Product quality and availability has an impact on overall spend during
the visit day.
H3b: The in-store environment and layout have an impact on overall spend

during the visit day.
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H3c: Personalised customer service has an impact on overall spend during
the visit day.

H3d: General customer service has an impact on overall spend during the
visit day.

H8a: Overall shopping satisfaction has an impact on overall spend during
visit day.

H8b: Overall shopping satisfaction has an impact on total spend week after.
H8c: Overall shopping satisfaction has an impact on the average number of
Visits next week.

H9a: In-store experience has an impact on overall spend during the visit
day.

H9b: In-store experience has an impact on average the number of visits

next week.

To use more detailed shopping basket data, | decided to look at the
details of customer spending and what drives it. | attempted to assess what
drives spending on basic own-label, regular own-label, and premium own-label
products, as well as spending on promotions. Having this in mind, as well as
information connected to key spending drivers from my literature review,

| constructed the following hypothesis:

H4a: Product quality and availability have an impact on basic own-label
products spending.

H4b: The in-store environment and layout have an impact on basic
own-label products spending.

H4c: Personalised customer service has an impact on basic own-label
products spending.

H4d: Checkout customer service has an impact on basic own-label products
spending.

H5a: Product quality and availability has an impact on premium own-label
products spending.

H5b: The in-store environment and layout have an impact on premium

own-label products spending.
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H5c: Personalised customer service has an impact on premium own-label
products spending.

H5d: Checkout customer service has an impact on premium own-label
products spending.

H6a: Product quality and availability has an impact on regular own-label
products spending.

H6b: The in-store environment and layout have an impact on regular
own-label products spending.

H6c: Personalised customer service has an impact on regular own-label
products spending.

H6d: Checkout customer service has an impact on regular own-label
products spending.

H7a: Product quality and availability have an impact on customers’
promotional spending.

H7b: The in-store environment and layout have an impact on promotions
spending.

H7c: Personalised customer service has an impact on promotions spending.

H7d: Checkout customer service has an impact on promotions spending.

After analysing my shorter correlation matrix, | could observe what kinds
of in-store experience constructs influence different kinds of spending.
Interestingly, looking at the linear relationships between data, | found that there
was an impact of the in-store experience on spending and some specific
categories. This is essential for retailers, as different categories represent
different margin levels as well as price points. Thus, if | would like to invest in
cheap products for price-sensitive customers, selling higher volumes at the
same time, | would need to ensure that my product quality and availability
construct is on a good level. Even better would be the higher spending | achieve
on basic own-label products. This also justifies its negative correlation vs. total
spending. As | mentioned earlier, the better this factor is, the less customers
spend, as they do not need to look for more expensive substitutes.

On the contrary, when | correlated this factor with spending on regular

own-label products and premium own-label products, | found a negative
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relationship. This also justifies my former findings concerning the substitution of
products customers are looking for. | also found it interesting that while
improving the product quality and availability, there was a negative correlation
with spending on promotions. This shows that the better quality and availability
| have, the less customers spend on promotions, as they probably find all they
need and they do not need to look for any substitutes being promoted, which
would be preferable.

The findings concerning the impact of the in-store environment and
layout construct on different categories of spending are quite similar. These
were negatively correlated with regards to spending on regular own-label
products, promotions and total spending on a visit day, supporting my former
findings, where a clinical in-store environment negatively impacted spending.
This is mainly owing to a lack of opportunity for ad-hoc buying (additional
stands, displays, racks etc.). For retailers, it is interesting to see the same
impact it has on all the categories. In the case of promotions, it is clear that the
more clinical the layout is, without additional promotional items in place, the
promotions spending is lower. This is still in line with all my former findings. In
conclusion, | could say that if retailers would like to maximise their spending on
promotions, they would need to create a place in the layout for additional
expositions.

When | looked closer to my third in-store experience construct, which is
checkout service and its relationship to different categories of spending, | found
that in all cases, the impact is positive. The most positive impact is on regular
own-label products, but mainly because they are the products most often
bought by customers. There was also a significant impact on the money spent
on promotions.

The impact on different categories of spending of personalised customer
service is interesting, as well. As noted previously, it is the strongest construct
impacting overall spending and shopping satisfaction. | observed a positive
correlation for regular, premium own-label products and promotions. After this
analysis, | can confirm that this construct is the most important of all my four

measured in-store experience constructs. It impacts not only overall spending,
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spending on different categories and shopping satisfaction, but even spending
on promotions. Nevertheless, | did not see any impact on basic own-label
products spending.

In my shopping basket data correlation matrix (Table 3.8), | observed
what impacts spending on promotions. Different promotional mechanisms are
key tools retailers use to create customer loyalty and additional sales.
| observed that customers who faced higher levels of personalised customer
service spend more on promotions. This is the most impactful construct, which
means that retailers should invest resources in this element if they want to
increase promotional sales. Interestingly, the in-store environment/ layout
construct impacts this variable negatively. This means that the easier the layout
is for customers and the more clinical of an environment is in stores, the less
money customers spend on promotions. The answer to this is connected with
the fact that having more displays in the stores is not something the customers
like, but it gives more options for retailers to merchandise the promotional offer
bought by customers. So here, retailers also need to find an appropriate
balance between how clinical of an in-store environment they create, and their
level of promotional sales.

Another interesting finding was the spending on basic own-label
products. This category is mainly for price-sensitive customers, and it is very
interesting to see what drives spending on it. As | can observe from my
correlation matrix, the only construct significantly impacting this category of
spending is product quality and availability. All the others, having an impact on
overall spending, are not impacting spending on basic own-label products.
Better assortment (in my case, product quality and availability) means people
are more likely to increase spending on basic and reduce spending on regular
and premium categories and therefore, reduce their spending-size, overall. This
is very interesting, as it may mean that good availability makes customers not
choose to upgrade items as they cannot find all they want (so they spend less).
However, it positively influences the amount of money the customers spend
week after. This makes sense, as we know product quality and availability is

positively impacting overall shopping satisfaction which is reflected in the
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amount of money spent the following week, when customers can plan their
shopping trip based on the experience they had. It is also positively influencing
the number of visits the following week after. This shows that price-sensitive
customers are less likely to be influenced by the in-store experience constructs
than others. This is an important research outcome, as by understanding their
target group, retailers can design proper techniques to influence their

customers’ behaviour.
In summary, | can therefore accept the following hypotheses:

H4a: Product quality and availability has an impact on basic own-label
products spending.

H5a: Product quality and availability has an impact on premium own-label
products spending.

H5d: General customer service has an impact on premium own-label
products spending.

H6a: Product quality and availability has an impact on regular own-label
products spending.

H6b: The in-store environment and layout have an impact on regular
own-label products spending.

H6c: Personalised customer service has an impact on regular own-label
products spending.

H6d: General customer service has an impact on regular own-label
products spending.

H7a: Product quality and availability have an impact on customers’
promotional spending.

H7b: The in-store environment and layout have an impact on promotions
spending.

H7c: Personalised customer service has an impact on promotions spending.

H7d: General customer service has an impact on promotions spending.
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| failed to accept the following hypotheses:

H4b: The in-store environment and layout have an impact on basic
own-label products spending.

H4c: Personalised customer service has an impact on basic own-label
products spending.

H4d: General customer service has an impact on basic own-label products
spending.

H5b: The in-store environment and layout have an impact on premium
own-label products spending.

H5c: Personalised customer service has an impact on premium own-label

products spending.

In conclusion, | can say that the above more-detailed findings confirm my
general findings concerning the impact of in-store experience factors on
spending. The additional value from the above analysis is that | could observe
which categories are impacted more and which less by each of the analysed
constructs. This is an important tool for retailers to decide upon their strategies
based on the priorities concerning category performance. What is also
interesting is the fact the all general hypotheses were accepted, showing the
relationships to investigated variables. Thus, | could say that | achieved the
results | expected; however, the greatest value added is the possibility of seeing
the strength of the relationships between the variables. This helped me rank
them and observe which ones have the greatest impact on customers and

should, therefore, be the key priorities for retailers.
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4.2 Discussion and key findings

Many prior studies offer empirical support for the link between the
general, holistic environment and affect (Babin & Darden, 1996; Donovan &
Rossiter, 1982; Nath, 2009; Verhoef et al., 2009; Wakefield & Baker, 1997).
However, Bitner (1992, p. 57) stated that “...in marketing there is a surprising
lack of empirical research or theoretically based frameworks addressing the role
of physical surroundings in consumption settings. Managers continually plan,
build and change an organisation’s physical surroundings in an attempt to
control its influence on patrons, without really knowing the impact of a specific
design or atmospheric change on its users”. Furthermore, with the exception of
Donovan & Rossiter (1994), no study has investigated the multiple effects of the
store environment simultaneously, and thus my understanding of the unique
contribution of each kind of effect is very limited. Some environmental elements
may have multiple impacts on shopping behaviours. In my research project, my
aim was to observe what kinds of key in-store environment elements impact
overall shopping satisfaction the most. | also wanted to analyse what kind of
impact these have on spending (during the visit day and the next week),
different kinds of spending and customer behaviour. | aimed to determine how
impactful | expect the in-store experience and its constructs to be in grocery
shopping. Even identifying factors that have a minor impact on spending could
be extremely important to retailers. As | mentioned at the beginning of my thesis
(Chapter 1.1), in such a competitive retail environment, finding a way to
increase sales in like for like terms of even about 1% may determine a retailer's
success, or failure.

Table 4.1 shows the summary of my hypothesis testing based on my
research results. The general conclusion is that there is an impact of in-store
experience constructs on overall shopping satisfaction, spending, and the
number of store visits the following week. Furthermore, | can observe the
impact of specific in-store experiences and key constructs on spending. Very
beneficial, and with a high contribution value are my findings indicating which
constructs have the biggest impact on customer behaviour and how strong it is

in influencing customers. My sensitivity analysis (Table 3.10), clearly shows
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retailers which kind of in-store experience constructs they should invest in, and

where it is visible that retailers can expect the highest returns from a one unit

investment in the researched factors. My more detailed conclusions and

contributions to knowledge, based on my analysis are the following:

1.

The in-store environment and layout significantly impacts overall
shopping satisfaction.

Product quality and availability significantly positively impact overall
shopping satisfaction.

The in-store environment and layout have a negative impact on
spending, which means that customers may not be extending their
shopping lists due to fewer opportunities of ad hoc or impulse purchases
(clear aisles, fewer additional displays) or an environment that is too
crowded with other customers. This also relates to all measured food
categories.

Product quality and availability has a negative impact on spending, which
means that the better the availability, the less customers spend,
suggesting that with lower availability, customers spend more due to
a lack of options of buying the products they are looking for. No options
mean they may need to buy a more expensive substitute. This also
relates to all measured food categories. Furthermore, points 3 and 4 are
supported by patterns in (Table 3.8).

A better assortment (product quality and availability) means people are
more likely to increase spending on basic and reduce spending on
regular and premium categories and therefore reduce their spending-size
overall. This is very interesting, as it may mean that good availability
means customers do not upgrade items as they can find everything they
want (so they spend less) however, it does positively influence the
amount of money customers spend week after.

Product quality and availability positively influences the number of visits
the following week.

Checkout customer service positively impacts spending, which means

that the better the customer service is, the more customers spend.
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8. Customer service constructs are the most impactful aspects of the
in-store experience from the regression analysis, suggesting a strong
and positive impact on spending of personalised customer service. This
means that customers value a store based on their perceptions of how
the store values them. It also positively impacts the number of visits in
the following week.

9. Overall shopping satisfaction has a positive impact on the average
number of visits the following week, spend on a visit day and total spend
the week after

10.In-store experience constructs and overall shopping satisfaction are not
impacting price-sensitive customer spending on basic own-label
products.

11.Customer service constructs have the greatest impact on driving
promotional sales.

12. Checkout service and personalised customer service are mediated by
overall shopping satisfaction

13.Product quality and availability together with in-store environment and
layout are suppressed by overall shopping satisfaction

14.Investing one unit in customer service constructs (improving it by 1 point
on its measured scale) can result in spend increase by more than £6.00
on one Visit.

First, with my robust model and having access to responses of 30,696

customers, | identified what impacts shopping satisfaction the most. My data are

big data, and as | described before, using large datasets promises to offer new

insights into questions that have been difficult or impossible to answer in the

past. Furthermore, the strength of this study is not only the large sample size of

the survey, but also the ability to match this sample to the behavioural data. As

| could see (Appendix A), none of the research studies focused on as many

in-store experience constructs and their impact on customers as mine did.

My statistical analysis showed that overall satisfaction is mostly impacted

by the in-store environment and layout, together with product quality and

availability. This confirms the former findings that those two constructs have
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a significant impact on overall customer satisfaction and behaviour (Babin et al.,
1994; Eroglu & Machleit, 1990; Kaltcheva & Weitz, 2006; Shankar et al., 2011;
Theodoridis & Chatzipanagiotou, 2009; Verhoef et al., 2009). However, none of
the analysed papers and research evaluated four of my constructs
simultaneously using such a big sample combined with the till data (not
declarative data). Therefore, my research concerning overall shopping
satisfaction contributes to existing knowledge suggesting that the in-store
environment and layout has the greatest impact on customers’ overall
satisfaction from their shopping trip. This is more important than personalised
customer service or even checkout customer service. This substantially helps to
rank those key constructs, based on its proven importance for customers’
overall shopping satisfaction.

My findings also contribute to the discussion concerning the importance
of customer service with regards to other in-store experience constructs (Arnold
et al., 2005; Bitner, 1992; Esbjerg & Bech-Larsen, 2009). | identified that the
checkout, general and personalised customer service does not impact
satisfaction as strongly as product quality and availability. Those are important
findings for retailers in helping to decide in which constructs they should invest
money, particularly knowing that customer satisfaction creates stronger store
loyalty. It is worth mentioning that my four analysed key in-store experience
constructs are responsible for 60% of the impact on overall shopping
satisfaction. | also found that the higher overall shopping satisfaction | achieve,
the higher the average number of store visits customers make the following
week together with higher spend on the next visit. This finding is key from
a customer loyalty-building perspective.

The objective of the research project was also to verify whether there is
any impact of in-store experience on customer spending and different kinds of
spending. On the basis of a detailed analysis of my data, | found evidence of an
association between the money spent during the shopping trip and the level of
the in-store experience impact. This is in line with all existing research,
confirming that there is a link between the in-store experience and how much
customers spend (Babin & Darden, 1996; Kukar-Kinney et al., 2012; Nath,
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2009; Spies et al., 1997). | could observe a detailed impact on my key in-store
experience factor on spend on different food categories, described below.
Interestingly, many studies have been conducted, identifying key
possible ways in which the store atmosphere may influence customer
satisfaction and purchasing behaviour: directly, via goal-attainment and via
mood-change. In all cases, the positive effect of a pleasant store atmosphere
on customer reactions was clearly demonstrated (Donovan & Rossiter, 1994;
Spies et al., 1997), whereas in my study | observed a negative impact of some
of the constructs on spending, which is a major contribution to existing
knowledge. | observed that the in-store environment and layout has a negative
impact on spending. This means that a neat, clinical and tidy in-store
environment reduces customer spending, potentially because customers are
not extending their shopping lists owing to fewer opportunities for ad hoc and
impulse shopping (clear aisles, fewer additional displays). This makes sense
from a behavioural perspective, as a clinical and decongested in-store
environment offers fewer opportunities for customers to engage in unplanned
buying. Therefore, a clinical layout positively impacts customers’ satisfaction
(customers like space in the store and an uncrowded environment), but
negatively impacts their spending size. Essentially, the more time an item
spends in your hand, the more likely you are to purchase it; as such, stores
should be structured so customers are always picking things up. That might
mean an end cap filled with items, or even a cluttered-looking shelf that you
have to sift through. This is important for practitioners, indicating that they need
to find the right balance between achieving the right level of shopping
satisfaction and spending using the in-store environment as the regulatory
variable. However, as | mentioned previously, this positively impacts overall
shopping satisfaction. Furthermore, there is a level of product quality and
availability that also has a negative impact on spending. This means that the
better the availability, the less customers spend, suggesting that with lower
availability, customers may spend more due to the lack of options of buying the
products they are looking for. No options could mean they need to buy a more

expensive substitute, which was supported in my research.
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| obtained interesting findings as well concerning the contribution of
customer service to increasing overall spending. First, my original service
interface factor was not measured completely as expected; this has been split
into two factors: checkout service and personalised service factors. | was not
surprised that the service interface factor was split, as personalised customer
service is stronger from the perception of shoppers, than that of checkout.
Furthermore, it impacts customer behaviour more because it is more unlikely
(Arnold et al., 2005; Bitner, 1992; Verhoef et al., 2009), which was also
confirmed by my study. | also observed a strong and positive impact of
personalised customer service on spending, which means that the better the
customer service is, the more customers spend. | also observed a strong and
positive impact of checkout customer service on spending. This also positively
impacts the number of visits in the following week and customers’ future spend.
This is an important finding from a managerial perspective, as increasing sales
by even a few percentage points in a competitive retail market may determine
a retailer’s success or failure. So, retailers should prioritise good customer
service (both checkout and personalised) above assortment and the retail
atmosphere.

| also found many relationships concerning the impact of the in-store
experience constructs on different kinds of spending. It is clear that if retailers
would like to drive promotional spending, they should invest in customer service
constructs. Creating a less clinical in-store environment with many additional
displays is also helpful to increase this type of spending. Interestingly, for basic
own-label products spending, my key in-store experience constructs, except
product quality and availability have almost no influence. This is a clear
indication that different strategies should be used to impact price-sensitive
customers and spend on this category. On the other hand, product quality and
availability has a negative impact on spending on promotions, regular and
premium own-label products; however, it has a positive impact on basic
own-label products. This means that the better range and the bigger the
availability the retailers have, the more price-sensitive customers spend on

basic own-label products; they are not forced to buy substitutes due to product
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gap issues. Better assortment means people are more likely to increase
spending on basic and reduce spending on regular and premium categories and
therefore reduce their spending-size overall. This is very interesting, as it may
mean that good availability means customers do not upgrade items as they
cannot find everything they want (so they spend less). They do, however,
positively influence the amount of money the customers spend in the week
after. This makes sense, as we know product quality and availability positively
impacts overall shopping satisfaction which is reflected in the amount of money
spent the week after, when customers can plan their shopping trip based on the
experience they had. It is also positively influencing the number of visits the
week after.

| identified that traditional in-store measurement techniques miss critical
factors that go into shaping customer service and perceived customer value;
they fail to fully address what is required to succeed in today’s competitive retail
environment. | need to remember that many previous studies were
experimental, empirical or declarative in nature. These methods usually use
small sample sizes. This is not as powerful as using a large sample size as in
the case of my research. Because they are based on a single instance rather
than a continuous and objective measure, the results may not be reliable
benchmarks and may not always serve as meaningful measurements of
change. For my research project, | used a robust model using detailed shopping
spending data provided by Dunnhumby. The data were directly linked to each of
30,696 customers completing my survey. The details of spending up to different
categories level helped me to draw conclusions regarding the impact of
customers’ in-store experience on the performance of particular categories.
Having till data, rather than declarative data, helped me ensure that my findings
were not impacted by mistakes in what the customers were declaring they
bought.

This is an important contribution, to know that not only does the in-store
experience impact spending and satisfaction, but also what elements of the
in-store experience influence customer behaviour most. My findings have many

implications for theory and practice. | provide a clear indication as to where
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retailers should invest their resources to increase sales and customer
satisfaction. Based on this, retailers, while making business decisions should
focus on increasing customer satisfaction by finding the right level of ease of the
shopping experience, providing customers with a high level of product
availability and quality, while delivering the best customer service at the same
time. This will increase customers’ overall shopping satisfaction and spending,
at the same time.

Through my study, | am giving retailers a clear indication as to where to
invest in order to increase customer spending, not only shopping satisfaction,
which in my case did not appear to be encouraging customers to buy more. My
findings are based on a robust research model and an extensive sample size.
At the same time, it is supported by a substantial amount of survey and
behavioural data, which makes the findings representative and highly credible.
Furthermore, | did not find any studies focusing on more than two in-store
experience constructs impacting customer behaviour (Appendix A). All of this
significantly contributes to the knowledge and practice of how products,
services and the in-store environment impact customer behaviour and
satisfaction.

Through this research project | identified where the highest return can be
expected from a one unit investment, with regards to the researched factors —
this is very important for retailers as well as contributing to existing knowledge.
Interestingly, a better and more clinical layout most improves satisfaction (by
0.4 point), positively impacts the average number of visits next week, however
decreases spend by £2.59. Considering the fact, that this is the value per one
customer spend during a visit, it represents a large amount of money for
retailers visited by several million customers, daily. On the other hand, it
represents an extensive opportunity for retailers with a clinical layout, to
introduce congestion, less satisfying for the customers but generating higher
spends on a visit day. Larger benefits can be found from considering customer
service constructs. | can see that investing one unit in personalised customer
service increase’s a customer's spend by £4.40. This is the highest value

coming from my sensitive analysis, which helps to prioritise the retailers’
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investments. Improving checkout service and individualised customer service,
all together can increase the spend by more than £6.00. Considering that the
average basket size for the big format retailer in UK is £30.00, this represents
a significant amount of additional sales and gives clear direction as to where the
biggest opportunities to sell more, are. It is high enough to compensate on
a possible sales miss coming from increased shopping satisfaction due to better
layout. Customer service constructs not only have highest return from the
investment in terms of spend but also improve satisfaction and average number
of visits the week after. It gives clear indication for retailers as to where to invest
in order to increase sales and customer satisfaction and also what detailed
implications it has in terms of customer behaviour.

My findings suggest that customer experience matters and the most
compelling experiences do drive increased spending and loyalty. Giving
customers what they want does not need to be expensive; it needs to be
relevant. Through my research | identified what customers want; now retailers,
to make use of it, need to adapt and readjust their investment plans.
Furthermore, the practical value of my study is that retailers may be better able
to explain and predict the effects of customers’ in-store experience on their
shopping behaviour. Through my study, | offer an overall framework appropriate

for exploring environmental variables in the retail setting.

4.3 Limitations and further research opportunities

My study has several limitations of note. In my research, | decided to use
secondary data coming from Tesco customers’ online questionnaire feedback
and Dunnhumby data. | knew, however, that the online questionnaire data were
originally collected for a similar purpose as mine, as Tesco was attempting to
determine customer satisfaction from their shopping trip. Nevertheless, the
disadvantage was that | could neither influence the questionnaire construction
nor the way the data were collected. The fact that | had access to the original
fieldwork context, however, helped me gain an adequate understanding of the
data, ensuring that from a methodological point of view, and my research

framework perspective, it is correct. Furthermore, | also know that there are now
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better tools to collect customer data than only surveys, like real-time experience
tracking (Macdonald et al., 2012) which could be a further research opportunity.

Having completed a factor analysis, | focused the work around identified
key factors (Figure 3.6): product quality and availability, in-store environment,
checkout and personalised customer service. This focus shows limitations and
further research opportunities using the same methodology for other constructs.
My analysis showed that although there was a strong correlation between
identified key in-store experience constructs and satisfaction, there are others,
not analysed here and impacting overall satisfaction (linear regression explains
59.2% of the variance in the data). This means that further focus on analysing
what detailed impact of other constructs on overall shopping satisfaction might
be of interest.

| did not analyse price and promotions, which constitute important factors
influencing customers’ behaviour in the literature (Ailawadi et al., 2009; Bell &
Lattin, 1998; Cox, 1964; Dhar & Hoch, 1996; Grewal et al., 2011; Martos-Partal
& Gonzéalez-Benito, 2010). This area could also provide me important insights
after analysing their impact on spending. The same methodology | used in the
paper could be followed. Furthermore, | found evidence that my key analysed
constructs impact overall spending and some of the food categories (during the
visit day). However, having limited information regarding individuals makes it
difficult to explain the variability between them.

As | only included in-store experience factors, | am not able to explain
very well why person 1 might spend more than person 2 (e.g., disposable
income, household size, psychology, communication activities, competitors’
actions). That is where the low R2 comes from. Had | managed to measure and
include all those other factors, then | would be able to explain why person 1
spends more than person 2 much more accurately, thus achieving a higher R2.
Furthermore, the correlation numbers themselves are very low, but significant.
They are small, as customer behavioral constructs are likely to be influenced by
a number many factors, including: store proximity, pricing, promotions,

household differences, individual differences and preferences, etc. Therefore,
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much of the variability in spend and visits is likely to be explained by other
things, not just shopping experience, which could be researched further.

| also focused on food categories, but as | can assume, based on the
findings, that different elements of the in-store experience impact customers
buying food and customers buying non-food in a different way. Thus, there must
be other in-store experience constructs worth examining more closely and how
they impact spending on food. | already know that promotions and pricing
strategies might play a key role here. The impact of the product and quality
factor on spending is also worth examining in greater depth. | found a negative
correlation to spending, which is connected with encouraging customers to
choose more expensive substitutes. Nevertheless, further research could be
conducted to identify the optimum level of product availability and quality with
no negative impact on spending, but a positive impact on overall shopping
satisfaction. | also did not observe any associations between spending and the
shopping mission, which could be analysed further.

It would also be interesting to observe customer behaviour and their
perception of their shopping experience, over time. A more detailed statistical
analysis, using the data | have, would help me observe which elements of the
in-store experience have the greatest influence on customer behaviour over
time. It is possible that my key constructs do not impact spending during the
visit day, but they do during the next visit and over a longer period of time. To
achieve a proper foundation for this kind of research, | would need to determine
consumers’ baseline behaviour. This could be done using panel data
techniques. Using behavioural data, customer-spending patterns from time 0O to
time t-1 should be observed following my data specifications. Then, using
external factors | could estimate what could likely happen next. This approach
would provide a better estimation of a consumer’s baseline behaviour rather
than taking a simple average. Understanding what a customer is likely to do at
the next time point means that | can estimate what they are likely to spend at
time t. This would help me identify whether a customer has spent more or less

than expected at time t.
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By using the survey responses, | could observe and understand whether
there is a link between their in-store experience (at time t) and increased/
decreased spending at time t. | can accomplish this using a regression analysis:
customers’ expected spending helping me to see the difference between the
expected and their observed spending at time t. Then, | could regress it against
the identified constructs to understand how their experience (mentioned in the
survey) relates to different than expected shopping-behaviour. | could also
understand whether customers’ experiences at time t creates their ongoing
behaviour reflected in their shopping habits in connection to their belonging to
different social groups, which plays a major role here (Champniss et al., 2015).
| could examine this using the panel data method, identifying whether an
individual customer shows a change in behaviour at time t+1 and whether this is
connected to the experience those customers had at time t. By using this
technique, | could observe how long the change in behaviour occurs rather than
assume a constant, ongoing change in behaviour.

Collecting the data over a period of time would also help me build
a model that would allow me to understand customers’ future behaviour based
on retailers’ activities in the store. This approach would allow me to make
a behavioural prediction in addition to the experience factor. Most previous
studies on store environment focus on immediate effects, particularly on how
consumers react to the store environment when they are inside a store. The
lagged effects of the store environment on patronage decisions are examined in
the retail patronage literature. Overall, this literature shows that the store
environment is a weak predictor of patronage. However, anecdotal evidence
suggests that the renovation of a store often leads to subsequent changes in
shoppers’ evaluations of the store and changes in shopping behaviours. Thus,
the magnitude of the lagged effects needs to be re-examined. Furthermore, it
would be also interesting to run this research in different store formats (e.g.,
discounters, supermarkets, express) to determine whether the same patterns
appear. Another interesting aspect that | did not analyse is the effect of
overconfidence and underconfidence (within the dimensions of consumer value)

that trigger different consumption consequences (Razmdoost et al., 2015) and
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that could have significant value for creating optimal assortment strategies by
retailers.

My four key in-store experience factors could also be researched in
greater depth. If | look at the assortment construct, | can observe that the main
focus is placed on assortment quality and availability. It also covers the aspect
of the range size and the manner in which it fits customers’ needs. These are
key aspects for retailers; however, | know that all the merchandising strategies
could be researched in greater depth, particularly knowing that this is the key
factor determining retailers’ competitiveness. Furthermore, the major challenge
now for retailers is understanding how to best manage existing space. For
hypermarket operators in particular, finding the right balance between available
space and merchandising, which impacts sales and stock holding, would be
quite beneficial. Retailers are facing many trade-offs based on customer
perceptions and preferences, retailer constraints and environmental factors.

There are many more insights that could be brought to this field, mainly
regarding assortment planning techniques, particularly having such a detailed
database concerning customer spending. In my in-store environment and layout
construct, | focused a great deal on store cleanliness, layout congestion, the
look and feel of the store, as well as ease of the shopping experience. There
are many other aspects connected to other in-store environmental cues like
music, scent, colour, and different types of layout that | could research, as well.
Connecting this with my detailed till data would contribute to my awareness of
what elements controlled by retailers are more effective. The layout aspect
could be quite interesting. Retailers are trying different layout types to drive
more sales, but the challenge here is that | do not know which one is creating
the right balance between overall shopping satisfaction and the call to action to
spend more. For the checkout service, in my research | focused on customer
service aspects like offering help to customers, greeting them and giving them
full attention during service.

What is essential to customers and not measured in my research is the
waiting time. It would be highly beneficial to measure this and to determine what

kind of impact it may have on satisfaction as well as subsequent store visits.
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I know that the longer the waiting time is, the more negatively it impacts
customers’ in-store experiences, but there are no studies indicating the impact it
may have on spending. My researched personalised customer service factor is
closely connected to this. Here, | focused on how store staff made customers
feel welcome and whether customers were given personalised attention. In this
factor, the loading connected to personalised customer service was quite
important. Thus, it would be highly beneficial to understand what detailed
impact this has on customer behaviour, particularly satisfaction and spend. My
findings suggest that, in general, all customer service constructs have the
greatest impact on overall shopping satisfaction, spending and different kinds of
spending. As such, further research should be performed to explore which
elements of this impact customers the most. Overall, all four in-store experience
constructs measured made solid contributions concerning their impact on
customers; however, each of them could be researched further and in greater
depth, which could help me determine which sub elements are the most
essential ones for building a great in-store experience.

As noted previously, all measured factors explained 60% of overall
shopping satisfaction, which | know is associated with how much customers
spend. Retailers, in such a competitive environment, are looking for different
strategies to become their customers’ first shopping choice. Thus, it is worth
identifying and further studying the 40% of in-store experience constructs that
were not measured, and which also impact customer shopping-satisfaction.

My extensive literature review showed that one of the elements might be
the pricing and promotional constructs. Pricing strategies are essential for
retailers. If | look at the 4Ps, the three original Ps (product, place, promotion)
create value for the seller and the fourth P, of price, captures value. When the
price is too high and promotion too weak, customers simply will not buy
a product and will spend less. Thus, setting the right price is one of the most
important retailing tasks. Nevertheless, it is often treated too mechanically, as
retailers do not fully understand its impact on customer behaviour and what
follows — margin and overall retailer performance. In addition, different pricing

and promotional strategies have different contributions to creating the in-store
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experience. As such, knowing the importance of those constructs, it would be
beneficial to research them more, particularly in a context of overall shopping
satisfaction and customer spending.

While analysing my high-level research framework, | could observe that
the branding experience could be also researched and could be part of the 40%
shopping satisfaction explanation. It would be interesting to determine the
extent to which strong retailers’ brands compensate, for example, for poor
layout, a weak range or bad customer service. What impacts a brand’s strength
and how it contributes to customers’ shopping experiences could be researched
further, as well. This leads me to my high-level research framework, which
ideally should be researched analysing all its elements and combining them
with the till data. Then, | could achieve the full view on the in-store experience
constructs with clear information regarding which of them impacts customer
satisfaction and which are closely connected to increasing spending. This would
help me achieve a complete understanding of what the in-store experience is
for customers, and for retailers.

The abovementioned additional research opportunities would help me to
better understand what drives customers’ higher spending and satisfaction in
different formats with different food categories by measuring different
constructs. These results would also help retailers better manage their
investments in stores, resulting in higher profitability and increased loyalty.
| could, therefore, rank all the in-store experience constructs, helping retailers to
make appropriate strategic decisions concerning their investment plans,
achieving high customer satisfaction and driving higher spending, at the same

time.
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APPENDICES

Appendix A Empirical studies of in-store customer

experience
Independent variable Dependent variable
Author In-store Purchase
Assortment Service environment/| . Satisfaction Spend
Layout likelihood
Cox (1964) X X X X
Smith and Curnow (1966) X X
Kotzan and Evanson (1969) X X
Cox (1970) X X
Frank and Massey (1970) X X
Curhan (1972) X X
Curhan (1974) X X
Chevalier (1975) X X X
Woodside and Waddle (1975) X X
McKinnon, Kelly and Robinson (1981) X X
Milliman (1982) X X
Wilkinson, Mason and Paksoy (1982) X X
Gagnon and Osterhous (1985) X X
Milliman (1986) X X
Bateson and Hui (1987) X X
Bawa, Landwehr and Krishna (1989) X X
lyer (1989) X X
Park, lyer and Smith (1989) X X
Yalch and Spangenberg (1990) X X X
Edwards and Shackley (1993) X X
Areni and Kim (1993) X X
Yalch and Spangenberg (1993) X X X
Areni and Kim (1994) X X X
Arnold (2005) X X X
Baker, Grewal and Parasurman (1994) X X X
Donovan, Rossiter, Marcoolyn and Nesdale (1994) X X
Bitner (1992) X X
Gulas and Schewe (1994) X X X
Esbjerg (2009) X X
My Study X X X X X X
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Appendix B In-store experience research opportunities
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Appendix D Survey questions coding table
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Appendix E Research sample segmentation
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