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CHAPTER 1
INTRODUCTION

1.1 BACK GROUND OF THE STUDY

Over the last decade, the concept of shopping has undergone a sea change in terms of 

retail format and consumer buying behaviour [1], driven by perceptible changes in 

consumers' demographics and psychographics  [2, 3]. Furthermore, the significant 

structural changes in the form and nature of Indian retailing have resulted in 

emergence of modern retail formats (such as convenience store, supermarkets, 

hypermarkets, departmental stores, discount stores), which in turn created intense 

competition between and within store formats [4]. Though the Indian retail sector is 

witnessing the new epoch and trends, the food and grocery retailing is still dominated 

by the traditional retail stores that comprises neighbourhood kirana stores (Mom-

and-Pop), hawkers (cart/street vendors), mandis (local vegetable markets), which 

provide a high level of personalised service [5]. In such a competitive market, in 

order to retain customers, retailers need to satisfy their existing customers. Thus, 

customer satisfaction becomes a critical issue in a dynamic retail market. 

Consequently, organised retailers have adopted price (e.g., EDLP, HILO, price-

promotions) and non-price competitive tactics (e.g., customer service, customer 

convenience, providing novel aesthetics and exciting shopping environment and 

advertising to attract and retain customers [6]. However, modern food and grocery 

retailers in India haven't seen significant success despite retailing strategies includes 

innumerable innovative promotional offerings [e.g. 7, 8] and vivid shopping 

environment [7]. 

It is also believed that a large section of customers have perceived these new 

formats alone have no significant positive impact on the customer satisfaction 

because the new expansions are mere adaptations of western typology that are 

propagated to be providing new shopping experiences and options to shop for the 

consumers through novelty [9]. Furthermore, Kureshi, Sood and Koshy [8] mention 

that entertainment and curiosity value of the new formats is fast diminishing for the 

consumer who is no longer satisfied with the blanket propositions offered by them. 

The modern formats are able to attract customers into store for their ambience, but 

they are finding conversions into purchases to be lower than expected and hence 
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lower profitability for retailers [9]. Besides these challenges, flourishing e-commerce 

business [1] and unorganized retail sector that refers to the low-cost retailing [10, 5]

are posing a serious revenue threat to the modern retail stores. Specifically, when it 

comes to food and grocery shopping, traditional retailers in India, who are well 

complimented for their personalized service, credit payments and home delivery 

facilities, are making Indian buyers reluctant to depart from the conventional way of 

buying [1, 11]. Further, the increasing thoughtfulness in consumers is not just 

restraining their expectations to the modern aesthetics of the stores but focusing on 

factors such as money (value for money), time (value for time), comfort (store 

environment and social surroundings), and uncompromising service (service quality) 

[12]. Also the discerning consumers with greater expectations related to their 

consumption experiences virtually always have the possibility to assess and reassess 

the available shopping opportunities in the marketplace for how they use their scarce 

resources viz., money, time and effort [13]. 

It poses an everyday challenge for a retailer to satisfy various demands of 

discerning customers. This shows that modern retailers have arrived to a point to 

consistently evaluate and revaluate their performance in keeping the customer 

satisfied, which shall lead to store loyalty, price insensitivity, repurchase behaviour, 

reduced complaining behaviour and word of mouth promotion [12]. Hence it is 

imperative to understand the factors (antecedents) that make a satisfied consumer, 

and the outcomes (consequences) of customer satisfaction in Indian food and grocery 

retailing, where,  till date, little research has been done [e.g., 14]. Several previous 

studies also have underlined the importance of understanding the ever changing 

antecedents and consequences of customer satisfaction so as to minimise the reasons 

for customer dissatisfaction, complaining behaviour, cost of service offered to the 

customer [15 - 17], maximise the sales performance, store loyalty, and customer 

retention [e.g., 18 - 23]. In fact, retailers generally have little knowledge of the 

antecedents of store satisfaction and store loyalty [24, 25]. This need necessitates 

academics and practitioners to focus on the exploration of the antecedents and 

outcomes of satisfaction in the context of business-to-consumer (B2C) [e.g., 26 - 30]. 

In this context, previous research mostly confined to understanding either 

determinants or consequences of the customer satisfaction, but did not significantly 

focus up on studying both the antecedents and consequences of customer satisfaction 
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in a comprehensive model. It acted as a driving force behind this study to fill the gap 

left unfilled in the nascent Indian food and grocery retailing.

1.2 STATEMENT OF THE PROBLEM

The modern (Organized) retail stores from both domestic and foreign retail giants are 

unable to achieve the targeted sales and margins as novelty and modern shopping 

environment fail to consistently meet customer expectations. Thus customer 

satisfaction has become a critical factor for organized retailers’ survival, 

sustainability and profitability in both developed and emerging economies.

Moreover, the heterogeneous behaviour of consumers in developing store patronage 

preferences [e.g., 31 - 34] and patronage loyalty [35] evidently underlines the 

significance of exploring the factors influencing behavioural outcome - customer 

satisfaction. In this connection, recent studies have examined the effect of various 

store attributes (e.g., product assortment, service quality, store convenience, price, 

price-promotions, store environment and atmospherics) on customer satisfaction 

[32,36-41]. Despite this fact, there are still unresolved issues concerning the 

conceptualisation, operationalization and the accurate nature of the relationship 

among the constructs [42]. Further to this, determining customer satisfaction in a 

typical retail setting is a complex process, because different clusters of customers 

portray a range of shopping experiences in terms of satisfaction when they encounter 

with moments of truth during their shopping trips. On the other hand, for grocery 

retailers, the nagging problem is how to cope up with increased competition taking 

into account the dynamics of different store attributes in order to improve customer 

satisfaction.

Further confounding this, previous research contends that positive effects of 

customer satisfaction, especially the main effect between satisfaction and loyalty, is 

not only inadequate (moderate to low) but also contradictory in nature to fully 

explain why customers stay with or leave an organisation [43] in spite of various 

studies highlighted the significant and positive impact of satisfaction on  various 

behavioural responses: store loyalty, repurchase, word-of-mouth (hereafter it is used 

as WOM), and price insensitive [44 - 49]. Lending support to the above, Sivadas and 

Baker-Prewitt [50] find that satisfaction influences the likelihood of recommending a 

store as well as repurchase, but has no direct impact on loyalty. Surprisingly, a few 
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studies have reported that great number of satisfied customers do not hesitate to 

switch to another supplier if they believe that they will get a better deal somewhere 

[44, 51 - 53].

Previous research suggests that satisfaction process may vary across different 

types of products, different time periods, different consumer groups [35, 42, 54, 55],

and not necessarily applicable from one retail sector to another [56]. Moreover, both 

past and recent empirical studies mostly pertain to specific geographical regions or 

countries such as USA, Western Europe, Australia, France, Greece, and Asia [42

p.709]. In the light of aforesaid facts and scarce empirical evidence from a different 

national retail context such as India, where organised retailing is a recent 

phenomenon, this research is prompted to address customer satisfaction by 

identifying store attributes (i.e. value for money, value for time, service quality, store 

reputation and situational factors (i.e. store environment, social surroundings, and 

antecedent state of consumer) that are considered important by retail consumers in a 

specific food and grocery retail industry. This study further investigates the effect of 

satisfaction on consumer behavioural outcomes (i.e. store loyalty, repurchase, word-

of-mouth, prise insensitivity, and complaining behaviour). 

Owing to the increasing relevance of inter-store format competition and the 

identified research gaps in developed and emerging economies, research of particular 

importance to this thesis is the identification of critical factors (antecedents) 

influencing customers’ satisfaction, and outcomes (consequences) of customer 

satisfaction relative to upgraded kirana stores/ convenience stores, supermarkets and 

hypermarkets in food and grocery retailing. These three types of retail outlets are 

considered spanning the range of variations in the fastest growing Indian food and 

grocery retail market. The formats not only compete for the major shopping trips of 

households but also creating cross-shopping behaviour in a typical retail market 

characterised by a growing heterogeneity of demand and proliferation of new retail 

formats.

1.3 NEED FOR THE STUDY

The Indian consumers are, like their international counterparts, becoming 

increasingly demanding and knowledgeable, savvy purchasers, value driven spenders 

and practical thinkers when it comes to shopping [57]. Furthermore, the perceived 

demand for time at work and home has made shoppers extremely selective towards 
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the shopping avenues that would give them maximum value for money and time 

spent [5,6]. Although consumers are pampered for choice on myriad purchasing 

sources that could give them maximum value for their scarce resources (i.e. money, 

time and effort), they have ultimately become blurred in the minds of consumers 

because consumers could buy the same products seemingly everywhere. 

Furthermore, the parallel usage of store formats and channels is also becoming 

increasingly multi-layered in Indian Food and grocery context. Amidst this 

competitive and complex retail environment, it is difficult to analyze the changing 

attitudes, and determine satisfaction levels of customers towards modern retail 

formats. Hence, there is a great need to fill a notable gap in academic literature on 

antecedents and consequences of customer satisfaction in a competitive landscape of 

Indian food and grocery retailing. Moreover, knowledge about antecedents and 

consequences of customer satisfaction may extend our understanding of food and 

grocery consumers shopping behaviour and behavioural outcomes, which in turn 

help retailers to design and develop retail marketing strategies for enhancement of 

customer delight.

However, to the best of researchers’ knowledge, no comprehensive model 

that includes both determinants and the consequences of customer satisfaction in 

food and grocery context is available in either emerging economies (especially in 

Indian) or developed economies. However, a few scholars [58,59] have explored and 

examined the antecedents and consequences of customer satisfaction by testing the 

strength of relationships between behavioural and cultural factors in non-food and 

grocery context. Such a focus on this model of testing customer satisfaction in the 

bidirectional pattern would be a greater need in the organized retail industry in India. 

With an objective to fulfill this need with the possible accuracy in the results and 

recommendations, this study aims to explore, assess and test the antecedents and 

consequences of customer satisfaction in the Indian organized food and grocery 

retailing. Therefore, this study assumed significance in understanding and expanding 

the body of knowledge through exploration and examination of customer satisfaction 

among Indian food and grocery consumers.    
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1.4 OBJECTIVES OF THE STUDY

The overall goal of this research is to present a better understanding on critical 

factors (antecedents) influencing customer satisfaction, and consequence of customer 

satisfaction relative to upgraded kirana stores/convenience stores, supermarkets and 

hypermarkets in food and grocery retailing. The specific objectives for this study are:

1. To explore the critical influencing factors (antecedents) and outcomes 

(consequences) of customer satisfaction among the food and grocery retail 

consumers.

2. To examine the impact of identified antecedents on customer satisfaction.

3. To examine the impact of customer satisfaction on store loyalty (attitudinal)

and store loyalty (behavioural), price insensitivity, reduced complaining 

behaviour, word of mouth and repurchase intentions.

1.5 SCOPE OF THE STUDY

Scope of this study as observed by the scholar during the course of the research is as 

follows:

1. This study is limited to the organized retail industry with specific to food & 

grocery retailers, viz., upgraded kirana stores/convenience stores, 

supermarkets, hypermarkets. 

2. This study is aimed at the respondents who are adult consumers (over 20

years of age) of food and grocery items offered in organized retail stores.

3. Demographical scope of consumers is limited to age, profession, monthly

household income, distance travelled to the store, mode of travel, educational 

background and behavioural variables such as store loyalty (attitudinal and 

behavioural), price insensitivity, reduced complaining behaviour, word of 

mouth and repurchase intentions.

4. Study is limited to the thirteen districts of the State of Andhra Pradesh. 

5. This study accomplished successfully analysing the variables surrounding the 

customer satisfaction in the organized food and grocery retailing.

6. However the catapulting Indian economic figures and statistics, per-capita 

income and other demographics always leave room for the new explorations 

in the same geographical region or a different location in India.
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1.6 OVERVIEW OF THE METHODS OF ANALYSIS

Information available on customer satisfaction in Indian food and grocery retailing is 

primitive and research volume in the said area itself is in the nascent stages. This 

study has been conducted in two stages. Exploratory study (qualitative in nature) was 

carried out as the first stage of this research to identify the factors affecting customer 

satisfaction in general. Interviews were conducted with the store managers of 

organized retail stores, research associates, extensive discussions and debates with 

academicians and researchers and general public, helped the scholar to identify and 

crystallise the variables used in the theoretical framework. These are the variables 

(or) factors identified to be included as the antecedents and consequences of 

customer satisfaction in food and grocery retailing. Perceived value for money 

(VFM), perceived value for time (VFT), perceived service quality (SERQ), store 

reputation (SREP), store environment (SENV), social surroundings (SSUR) and 

antecedent state of consumer besides demographics, perceived to be affecting 

customer satisfaction. Identified consequences of customer satisfaction are store 

loyalty (Attitudinal & Behavioural), repurchase intent (RI), word-of-mouth (WOM),

price insensitivity (PI), complaining behaviour (CB). The extensive literature survey 

supported the exploratory findings and also enables researchers identify the likely 

effects of satisfaction. Structured questionnaires were self-administered, and a non-

experimental survey method (i.e. mall intercept) was adopted for data collection from 

different store formats such as convenience stores/ /upgraded kirana, super markets, 

hypermarkets pervaded across thirteen districts in Andhra Pradesh.

The total sample collected from these thirteen districts was 976,

proportionally by the districts' population. To ensure randomness in sampling, the 

survey team approached every third adult shopper leaving the retail store, asked 

whether he or she was interested to participate in the retail marketing survey. To 

represent the antecedents and consequences of customer satisfaction, multiple-item 

measurement scales were adapted from previous research. All constructs were 

measured on five-point Likert scales ranging from strongly disagree to strongly 

agree. To test the formulated hypotheses from the conceptual model, exploratory 

factor analysis, correlations, and stepwise forward regression and simple linear 

regression were applied to the data using the SPSS 20.0.
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1.7 UNDERLYING ASSUMPTIONS

This section tries to explain ambiguous terminology and concepts in detail to avoid 

disarray of impressions and interpretations. 

It is assumed from different studies, that a consumer's psychological, 

demographical attributes and store attributes can impact his satisfaction level 

which in turn results in store favouring constructs, which altogether will 

support the antecedents and consequences of customer satisfaction kind of 

bidirectional model.

The cross-sectional study helps in meaningful examination of the objectives 

of the study, nevertheless it cannot attest the impact and effects to be static 

and consistent in different course of time.

Literature studied for developing the theoretical model reveals the importance 

of the study to suffice the scholarly need in the academia and industry.

Relationships hypothesized between the constructs exists  and can be 

measured.

Organized Retailer or a Modern retailer is equivalent to Convenience Stores, 

Super Markets, Hyper Markets or a retail chain.

The terms such as shoppers, buyers, consumers, customers, and respondents 

are interchangeably used in different contexts.

1.8 ORGANIZATION OF THE DISSERTATION

This section of the thesis explains the overview of the thesis structure in several 

chapters. 

Chapter 1 - Includes the major header 'Introduction' which is comprised of  

Background of the study, Statement of the problem, Need for the study, 

Objectives of the study, Scope of the study, An overview of methods of  

analysis, Underlying assumptions and the Organisation of the Dissertation 

(This section by itself]

Chapter 2 - This chapter details the overview of the retail industry in India, 

while highlighting several statistics relevant to organized food and grocery 

sector.  

Chapter 3 - This chapter includes the literature review that covers the 

scholarly review of Customer Satisfaction in general, Customer Satisfaction 
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with reference to Organized food and grocery retailing in Indian context, 

theoretical frame work of Antecedents and Consequences of Customer 

satisfaction, proposed hypotheses for the discussed variables.

Chapter 4 - Third chapter discusses in detail, the research methodology that 

encloses the areas like research question, hypotheses formulation, research 

design followed by sample design, data collecting tools (instruments), scales, 

diagnostics tests for reliability and validity, data collection procedures and 

methods of analysis.

Chapter 5 - Chapter four details the statistical analysis and results with 

reference to the key constructs and their measurement, tabulations, 

hypotheses testing and results, results of exploratory factor analysis, 

correlations, multiple and simple linear regressions, ANOVA and Chi-Square 

analysis. This chapter focuses and aims at explaining the exclusive data 

analysis for the estimated results.  

Chapter 6 - Interpreting the results from the data analysis, this chapter is 

composed of the discussions on the derived statistical results and their 

implications to the various stake holders of the study viz., scholars, industry 

and academia.

Chapter 7 - The last chapter of the thesis explicates the conclusions on the 

study, suggestions to the stake holders of various dimensions, limitations that 

study is confined to and the viability and directions for the continuation of the 

future research.


