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CHAPTER 3
REVIEW OF LITERATURE 

3.1 INTRODUCTION

This chapter is a comprehensive discussion on the variables identified for the study. 

Also several past studies that affirm the theoretical background of this research are 

discussed and mentioned in this chapter. 

3.2 CUSTOMER SATISFACTION IN INDIAN RETAIL CONTEXT

As customer satisfaction plays a pivotal role in any business, organizations strive to 

understand the depths of the subject. As the organized retailing is a new expanse 

either in terms of research or industrial operations, it endeavours to prioritize the 

need to study customer satisfaction. This chapter explains the need for understanding 

customer satisfaction and the attributes aligned to it in the Indian organized retail 

context.

From his study Maria et al., [84] affirms that the retailers are focused on 

achieving the customer satisfaction to make their commercial strategies successful. 

Thus they tend to research the capacities and factors to base their competitive 

strategies upon, while taking in to account the constructs of customer satisfaction 

[85]. The organized retailers in India have their turbulent start due to the deep rooted 

customer acquaintance with the neighbourhood kirana. Prasad and Aryasri [86]

affirms that the Indian retail industry is predominantly occupied by the unorganized 

retailers and the expansive growth in the Indian retail market is spurred by the 

greater demand for qualitative products and services that heightened the competition 

among the modern retailers. Also according to their study, the prevailing intense 

competition from the traditional kirana stores had led the organized sector to redefine 

their marketing strategies and to emphasis on the customer satisfaction while 

sustaining the consistent growth and profitability. Oyvind [87] says that the relation 

between the customer satisfaction and the profitability is supposed to be positive. 

American Customer Satisfaction Index (ACSI) [88] had given few interesting 

examples of such positivity in such relations. The determined organized sector in 

Indian economy, academicians and research scholars are striving to understand such 

relations between the several constructs and the customer satisfaction with reference 
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to the organized retail consumer. As mentioned by Cooil et. al., [47] ‘Customer 

satisfaction and delight have a tremendous impact on customer retention and loyalty, 

and this results in the keeping customers around longer, and get a higher share of 

their wallet’. This share in the profitability is the cornerstone that every organized 

retailer in India wanted to establish upon. To achieve such established position in the 

market retailers have no other option left out but to understand the factors associated 

with antecedents and consequences of customer satisfaction. However, according to 

recent studies [43, 89, 90] mere customer satisfaction cannot endorse customer 

repurchase in certain circumstances. This may be true in the context where the 

number of retailers offering goods and services at a competitive price is high. 

The growing number of retailers leave umpteen options in the hands of 

consumers who is just satisfied and not bound to be loyal, will sever the existing 

relation and prefer a new viable option. Jayesh et al., [91] states that in the current 

setting of dynamic service environment, intense competition and excess of players in 

the industry and for many other socio economic reasons and technological 

advancements assure that consumers are prompted to desire and demand more 

convenience in acquiring and consuming the products or services. This stands as a 

palpable reality before the eyes of anyone who is studying the Indian retail industry 

observantly. According to Becker [92] customer either explicitly or implicitly 

considers that the monetary price, time cost, search cost (energy), and psychic cost 

(efforts) he made to acquire a product is the sacrifice he made. A customer cannot 

believed to be satisfied until his experience at the new format he shopped from 

outweighs his sacrifice [7]. While the future survival of the organized retail in India 

is believed to be established on such constructs appertaining to the subject ‘customer 

satisfaction’, the amount of research took place so far around this theme (customer 

satisfaction) and efforts in identifying the constructs inhered to the subject still 

remain primitive. This study firmly aimed at identifying the factors that precursor the 

customer satisfaction in Indian organized retail setting and the factors that can be 

considered as the consequences of customer satisfaction.
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3.3 CONCEPTUAL FRAMEWORK AND HYPOTHESES DEVELOPMENT   

3.3.1 CUSTOMER SATISFACTION

Customer satisfaction has long been a central construct in the consumer behaviour, 

marketing strategy, and theoretical and empirical modelling research streams in 

marketing [93]. Marketing theory and practice have become more and more 

customer centred, managers have increased their emphasis on customer satisfaction 

as a critical measure of a firm’s success [e.g., 94 - 97]. The customer satisfaction has 

been found to be the most commonly used perceptual metric by researchers and 

managers due to its generic and universal applicability across all products and 

services with a theoretical rationale [98 - 100] for understanding the multifaceted 

behaviour of consumers [17]. Xueming et. al., [101] mention that the past literature 

on the concept - customer satisfaction - proves that a satisfied customer affects the 

size and growth of the organization. This apparently found to be true when the 

amount of research done on this area is explored resulting the abundance of literature 

and theories in several industries. Academicians, research scholars have defined 

customer satisfaction in different contexts. Despite the abundance of literature on 

customer satisfaction, there is no common definition for customer satisfaction that is 

accepted by many. Given pre-purchase expectations, Satisfaction can be broadly 

characterised as a post purchase evaluation of product quality [102] and overall 

service excellence [103]. Giese and Cote’s [104] multi-method study have elicited 

the following definition: customer satisfaction is defined by a response (cognitive or 

affective) that pertains to a particular focus (i.e. a purchase experience and/or the 

associated product) and occurs at a certain time (i.e. post purchase, post-

consumption). In modest terms Tripathi [105] says that customer satisfaction is a 

result when products and services offered by a company simply meets or exceeds the 

expectations of the customer. However the increasing expectations of the consumers 

have become complex to understand and the growing competition in business has 

been consistently redefining the expectations of the consumers on a higher scale. 

Two general conceptualisations of customer satisfaction exist in the literature: 

service encounter or transaction-specific satisfaction [106, 107] and overall or 

cumulative satisfaction [108 - 110].
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Therefore, both cognition (i.e. function of comparison between expectations 

and performance) and affect (i.e. feelings such as joy, happiness, arousal, pleasure, 

disgust experience during the acquisition and consumption of product or service) 

significantly predict customer satisfaction [111,112]. Affective factors (e.g., joy, 

surprise, contentment, regret) not only play a critical role in the early stages of 

satisfaction formation [112] but also found to be the precursors of satisfaction [113 -

116]. In brief Jia-Yin et. al., [117] summarizes that customer satisfaction is mental 

state which results from the customer’s comparison of expectation prior to purchase 

with performance perception after purchase. 

Furthermore, McEwen and Fleming [118] have argued that customer 

satisfaction is not necessarily a good predictor of subsequent customer behaviours 

unless it is emotionally connected with customers. Bei and Chiao [119] take a 

divergent view of satisfaction by stating that it reflects one’s affective feeling state 

toward a product or service. Various studies reveal a strong evidence that many

customers who state that they are satisfied or very much satisfied with a service 

provider subsequently switch to a competitor for various reasons-possibly not 

affective connection [e.g., 44, 120, 121]. Having considered the theoretical 

background, this research has adopted a well-known theoretical model, confirmation-

disconfirmation theory, for examining the underpinnings of customer satisfaction. 

The confirmation-disconfirmation model is one of the primary theories in marketing 

literature [26, 27] stipulates that satisfaction is determined by a comparison between 

the perception of performance and a cognitive standard [29 , 122, 123]. According to 

this paradigm, customers assess their levels of satisfaction by comparing their actual 

experiences, expectations, and perceptions of the product’s performance. This theory 

further states that satisfaction is related to the size and direction of the discrepancy 

between prior expectations and actual product performance. 

According to Oliver [26], the theory postulates that disconfirmation occurs in 

three forms: (1) positive disconfirmation occurs when the performance is better than 

the standard, which then leads to satisfaction; (2) confirmation occurs when the 

actual performance matches the standard, leading to a neutral feeling; and (3) 

negative disconfirmation occurs when the performance is worse than the standard, 

which then leads to dissatisfaction. 
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Taking this theory forward Rust et. al., [124] mentions the gap between perceived 

quality and expected quality called “expectancy disconfirmation”, is a strong 

predictor of customer satisfaction. 

Fornell et. al., [88] have mentioned that overall customer satisfaction has 

three antecedents: perceived quality, perceived value, and customer expectations. 

However, their findings, in the development of American customer satisfaction index 

(ACSI), report that perceived quality (i.e., degree of customisation to meet consumer 

needs), customer expectations, and customer satisfaction are more quality-driven 

than value or price-driven. 

Therefore, customer satisfaction is strongly influenced by customer 

expectations. Szymanski and Henard [120], meta analysis of the empirical evidence 

on customer satisfaction from 50 empirical studies, identified that expectations, 

disconfirmation of expectations, performance, affect, and equity were the 

antecedents and complaining behaviour, negative WOM, and repurchase intentions 

were the outcome of satisfaction. Studying and having considered the extant 

literature and pilot study findings, this study has identified the variables that form 

around the customer satisfaction as antecedents and consequences. 

Variables such as value for money, value for time, service quality, store 

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

antecedent state of consumer) are  identified as the antecedent variables of the 

customer satisfaction, whereas store loyalty, repurchase intention, WOM, price 

insensitivity, and complaining behaviour are the consequences of customer 

satisfaction. 
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However customer satisfaction itself remains an intermediary latent variable between 

the antecedents and the consequences. Based on these facts this study proposes a 

comprehensive model of customer satisfaction as shown in the below figure 3.1.

Fig 3.1: Conceptual Model for Antecedents and Consequences of Customer 

Satisfaction

Customer satisfaction often has been operationalised at both the global and 

attributes level. This study posit that customer satisfaction (attribute related), which 

is defined here as an affective state that is the emotional reaction to the store 

attributes proposed in the model. Oliver [114] defined attribute ‘satisfaction’ as “the 

consumer’s subjective satisfaction judgement resulting from observations of attribute 

performance”. The literature review suggested that perceptions and beliefs on various 

retail store attributes and benefits can influence the formation of the overall store 

attitude, the most abstract form of image [125, 126].
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3.3.2 ANTECEDENTS OF CUSTOMER SATISFACTION

3.3.2.1 VALUE FOR MONEY 

Customer is transforming to become market aware, price conscious and calculative 

in the purchases he makes. With the available ample options in the market, customers 

now want be a prudent buyer where his expectations on the value paid back for the 

money they spend are higher. Heskett et. al., [127] have conceptualised customer 

value as a comparison of weighted “get” attributes to “give” attributes. They further 

state that customer satisfaction is the result of a customer’s perception of the value 

received in a transaction or relationship. Customer value is also operationalised as a 

ratio or trade-off between total benefit received to total sacrifices, taking into 

consideration the available suppliers [128]. In a more agreed manner, Zeithaml [129]

identifies four diverse meanings of value: (1) value is low price, (2) value is 

whatever one wants in a product, (3) value is the quality that the consumer receives 

for the price paid, and (4) value is what the consumer gets for what they give. That 

is, customer value is created when the customer perceives that the benefit of 

consuming products/services exceeds the sacrifices [130]. In their study Sinha and 

DeSarbo [131] describes that the perceived value is a multi-dimensional construct 

derived from consumer perceptions of price, quality, quantity, benefits and sacrifice. 

The recent past study of Chaudhuri and Ligas [132] mention that when 

consumers encounter merchandise value in the form of unexpected benefits that are 

greater than costs; they will continue to consider it to be good perceived value. 

According to Lee [133] through trades, consumers conduct an overall effectiveness 

assessment of perceived sacrifice and the obtainment of perceived benefits. This 

precisely defines that the value is what customer measures by weighing the money he 

paid and his experience with the product or service offered by the seller. Giving their 

opinion on perceived value He and Li [134] stated that, since most of the 

consumption activities are driven by the fulfilment of need and want, perceived value 

could be measured by the level unto which the fulfilment of the customer 

expectations were met by a service or a product. Several studies show that perceived 

value for money has positive effect on customer satisfaction [135 - 137], where 

perceived value is defined as the perceived level of product quality relative to price 

paid [88].Growing income levels did not completely change the consumers’ attitude 
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to be spendthrifts, rather made them to value every penny earned. Indian consumers’ 

emblematic appeal towards the monetary relevant issues was believed to be a 

thoughtful concern to study about. Therefore it is hypothesised that: 

H1a. Value for money will positively affect customer satisfaction. 

3.3.2.2 VALUE FOR TIME 

Increasing work life pressures shear the recreational time of the urban citizens 

regardless of their demographics. Though the occasional shopping time is a stress 

reliving activity for the urban dwellers, they are unwilling to spare the foremost 

proportion of their time for the unproductive and cumbersome shopping activities 

like waiting in checkout queues, store/product/service searching, travelling to the 

distant stores and multi store shopping for multiple products needed. Consumers 

started expecting the one stop shopping for every need, especially when it comes to 

food & grocery. Gyaneh and Rodolfo [138] say that, supercentre stores 

(supermarkets / hypermarkets) account to an approximate of 75 percent of the 

purchases of food, fruits and vegetable and grocery of the organized retail consumer. 

This shows their intent of buying their daily requirements in one time shopping, that 

too under a solitary retail roof. Previous research indicates shoppers have become 

more hard pressed for time and their preferences would shift towards one-stop 

shopping experiences [139] and multi-purpose shopping [140] as opportunity cost of 

time is increased. Shifting lifestyles of consumers are creating multiple shopping 

needs for them, that may not be satisfied if the store assortments fall short the level 

of meeting those needs. As consumers perceive their discretionary time available is 

insufficient to accommodate all their desired uses of it [55], their choice is traded off

between time-saving shopping convenience and price. Here, value for time is 

operationalised as trade- off between total benefit received to total cost of time 

includes product search, travel time, and waiting time costs. Hence, consumers 

increasingly consider convenience (location of the store) as an important element that 

provides an opportunity to save travel time and effort related to store choice and 

purchase decisions [31, 141 - 144].

Anic et al [145], describes that the consumers have two kinds of perceptions 

on the time they spend while shopping. First perception is the Shopping time 

perception and second, waiting time perception. Shopping time perception is the 
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customers’ estimation of their time spent searching and selecting the products. 

Waiting time perception is customers’ estimation of time spent at the checkout lines. 

In the words of Tom and Lucy [146], shorter waiting time in the checkout line 

increases customer satisfaction. Their study to find the impact of waiting time on the 

customer satisfaction in retail context had proved to be positive scientifically. 

Researchers describe that waiting for service in a retail environment is an experience 

that can lead to consumer dissatisfaction [147], which in turn can result in negative 

effects on store patronage behaviour [148, 149]. Grewal et. al., [150] found that store 

crowdedness and wait expectations had a direct negative effect on satisfaction and 

store patronage. In his study on waiting time’s impact on the customer satisfaction, 

Johye Hwang [151] states that long waiting times can be a major source of customer 

dissatisfaction and also she confirms that waiting time is critical factor that 

determines the customers’ waiting behaviour and customers may balk up on the their 

arrival if they see long waiting lines or may leave during their wait. If customers 

expected that they would have to wait too long at a store, they were less likely to 

shop there. It is also mentioned that customers terminate the purchase process 

because check-out lines are too long or sales assistance is inadequate [150]. Hence, it 

is proposed that: 

H2a. value for time will positively affect customer satisfaction.

3.3.2.3 SERVICE QUALITY

Service quality is an abstract and elusive construct, and in the absence of objective 

measures, consumers’ perception of service is commonly assessed. Several 

researchers have agreed to consider service quality is a consumer’s appraisal of a 

product/service’s overall excellence/superiority [152 - 154]. Martinelli and Balboni 

[155] states that in an increasingly greater complexity of the of the grocery retail 

environment, characterized by escalating competition, demanding customers, 

emergence of new retail trends and purchase channels through which consumers can 

easily shop with higher convenience, the ability of a retailer to offer a qualitative 

high level service could be the significant winning strategy for him (retailer) to 

differentiate from the competitors and in generating customer satisfaction and 

loyalty. Whereas, Anderson and Sullivan [29] find that customer satisfaction is best 

specified as a function of perceived quality and disconfirmation- the extent to which 
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perceived quality fails to match pre-purchase expectations. They also find quality 

which falls short of expectations has a greater impact on satisfaction and repurchase 

intentions than quality which exceeds expectations. While studying the service 

quality as an effective implementation for a retailer to differentiate from the 

competitors, Huang [156] found that the delivery of service quality can give a retail 

store the rigor in possessing the competitive advantage over the growing 

competition. The recent past study of Chakrabarty, Whitten, and Green [157] defined 

service quality as: “the conformance to customer requirements in the delivery of a 

service.” Consistent with the previous studies, Darian, Tucci and Wiman [18] find 

that customer’s perceptions regarding the performance of sales people is a critical 

factor influencing satisfaction. Yip et. al., [158] affirms the study of service quality 

has significance as it is one amongst the  prime determinants of long term financial 

performance in the competitive markets [159]. Retailers have to be aware that a 

responsive service is an important to the customers and can be a differentiating 

factor. And when the store personnel exhibit the caring attitude such as, offering 

prompt services, committed willingness to help, and giving customer full attention 

would lead to a higher degree of satisfaction [160, 161]. Also Khare et. al., [162] say 

that understanding service quality with respective to the customer perception is 

needed as behavioural attributes of service personnel are important in service 

encounter and delivery. Puccinelli et. al., [163] from their study had observed that 

the service quality expectations of the consumer depends on his observation or 

interactions with the store personnel.  The high quality interactions with front-line 

employees may leave a lasting impression that often results in customer satisfaction 

and repeat buying despite problems with other aspects of service delivery [164, 165],

whereas dissatisfying experiences with service providers have the potential to ruin 

otherwise pleasant service encounters [166]. Ozdemir and Hewett [167] say that 

there is ample evidence that service quality influence the behavioural intentions and 

affirms that those customers who have high perception on service quality are more 

likely to demonstrate the intentions. Meanwhile Subhashini [168], Jain and Gupta 

[169] express their views, that very little is known about the service quality 

perceptions in Indian retail as this a focused area in the matured markets of 

developed countries and those studies can be used for developing measures in Indian 

context. A review of extant literature suggests that service quality and customer 
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satisfaction are distinct constructs [170 - 172], and share a close relationship [173 -

177].

Despite of the extensive literature available and the good amount of research 

done in the Service Quality area across several industries, Krishna Naik et. al., [178] 

say that customer expectations and perceptions are subjective and are under constant 

flux and the scope for studying service quality perception is an ever open area for the 

scholars. Therefore, it is posited that: 

H3a. service quality will positively affect customer satisfaction.

3.3.2.4 STORE REPUTATION

Incessant brand building and CRM efforts by the organizations are aimed at creating 

brand equity for their goods / services or for the organization. Berry Leonard [179]

says that a customer orientation is very much related to the store's reputation, which 

is composed of the attributes such as attitude and knowledge of the sales force and 

the store's policy regarding honesty and fairness in dealing with products and 

transactions. This indicates the overall quality that a consumer perceives as the store 

reputation. Building store reputation unceasingly and salvaging it in required 

turbulent times stands as another primary responsibility for the retailers, since the 

retail store reputation is yet another determinant of customer satisfaction [180],

repurchase intentions [181], and store patronage [182]. A comparable concept of 

retailer reputation is store image [37] expressed as a function of the salient attributes 

of a particular store that are evaluated and weighted against each other [103]. Erudite 

consumer in the global village had become well aware of the purchase options 

available and is conscious in assessing the store image or reputation that the retailers 

had built by offering quality products and services, but not just by the marketing and 

branding activities. Lee and Shavitt [183] argue that, when social identity goals of 

consumer are salient, image relevant information such as store reputation could be 

used as input for assessing or evaluating the product quality. However when the 

utilitarian concerns are activated for consumer the store reputation did not matter 

much to them. This establishes a belief that well reputed stores sell the quality 

products while adding social image to the consumers buying from them. Retail 

customers are more inclined to use the products and services of organisations with 

favourable reputations [184], and are more loyal to those retailers whom they 
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perceived to have favourable reputations [185]. Darley and Lim [186] report that 

customer satisfaction appears higher in purchases from retailers with superior 

reputations compared to items purchased from retailers with lower reputation. Marco 

et. al., [187] say that several empirical studies have proved that, specific to certain 

production regions and agricultural products, consumers are indeed willing to pay 

premium prices for good reputations. Also Chu et. al., [188] say that apart from the 

factors like price and attribute levels, which influence ones purchasing intentions, 

cues such as brand and infomediary reputation matters a lot in effecting the 

purchasing decisions. Furthermore, Grewal et. al., [181] mention that customer may 

derive some added value from store reputation as consumers tend to use retailer’s 

reputation as one of the most important signals of product quality, especially in the 

brand absent circumstance [189]. This is often the case in food and grocery shopping, 

because many types of merchandise such as vegetables, fruit, bread, eggs, meat, 

pulses, and cereals are brand absent in food and grocery stores.

Purohit and Srivastava [190] uphold a notion that, a consumer who is 

contemplating purchasing a product although certain about the intrinsic cues of the 

product (product’s features), he or she still may rely on the extrinsic cues such as 

manufacturer or store reputation for the quality aspects of the product.  Also many 

earlier empirical studies reported that store reputation was one of the important 

antecedents of consumers’ satisfaction and purchase intentions [181, 191, 192].

Hence, it is proposed that: 

H4a. Store reputation will positively affect customer satisfaction.

3.3.2.5 SITUATIONAL FACTORS (STORE ENVIRONMENT, SOCIAL 

SURROUNDINGS, ANTECEDENT STATE OF 

CUSTOMER/POSITIVE AFFECT)

The situation in which the consumers make their purchase decisions will influence 

the customer satisfaction. Situational influences are temporary conditions that affect 

how buyers behave—whether they actually buy the product, buy additional products, 

or buy nothing from the store. Several studies have identified situation variables that 

impact the consumer behaviour and satisfaction in different contexts with relevance 

to different industries and products. Impulse buying in the organized retail setting is 

comparatively and significantly greater than the planned purchases and contributes as 
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the major proportion of the retail revenues. Underhill [193] writes that, two thirds of 

the shopping that goes in malls is impulse buying. Positive situational factors ensured 

in and around the store may certainly lead to catalysing the buyers' impulse buying 

attitude. 

Park et. al., [194] say that the consumers purchase intentions and the post 

purchase outcomes often depend upon a variety of situational variables, as grocery 

shopping experience is characterised by multiple buying goals that must be achieved 

through the processing of complex array of in-store stimuli. This elucidates that the 

factors such as mood of the consumers, store surroundings and environment often 

relate them self to the customer satisfaction. Here, situational variables can be 

grouped into the categories of store environment/ physical surroundings [195, 196],

social surroundings (i.e. people among whom the shopping takes place) [197], and 

antecedent state of consumer [198] that have been empirically shown to influence 

perceptions.

3.3.2.5a STORE ENVIRONMENT

Spangenberg et al., [199] affirms that managers of retail and service outlets are 

increasingly recognizing that the store environment significantly affects sales. These 

days consumers demand for the best aesthetical environment in the stores. As a 

modern shopper, customer highly expects well maintained essentials in the store as a 

value addition to the money spent. A store’s delighting environment will possibly 

have the ability to attract customers, to entice purchases, and to bring customers back 

to the store for repeated purchases [196]. Also well groomed stores keep the 

customers inside the store longer, which in turn may have the likelihood of increased 

purchases. Velitchka and Barton [200] say that, by recognizing the impact of store 

environment on the consumer behaviour, retailers have started devoting considerable 

resource to  store design and visual merchandise activities and also confirms from 

their study, pleasantness in the store will have a positive effect on shopping 

behaviour of consumer. 

Store environment or the physical surroundings of a store is made up of many 

elements including music, lighting, layout, directional signage, display of products

and human elements, and can also be divided into external environment and internal 

environment that is, exterior and interior of a store [201]. Lam [201] confirms that 
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store environmental elements influence shoppers' behaviour by impacting on their 

emotion, cognition and physiological state. Ward et al., [202] say that environmental 

cues may be very important in categorizing the retail services and consumers are 

likely to depend upon cues such as signage, exterior design, and other physical 

evidences to draw inferences about the service. Lousy environmental cues may lead 

to create low impression among the buyers and the unfamiliar store environment 

with no proper layouts and signage may not only disappoint the buyer but may cause 

them to leave the brand loyalty and chose a different brand when the required brand 

is not found under the time pressure [194]. And also Bawa et al., [203] have stated 

that the in-store marketing environments can create different expectations and frames 

of reference for buyers and may influence several behavioural aspects such as 

loyalty, deal proneness and price sensitivity. Moye and Kincad [204] say that the 

consumers, especially those who are fashion cautious are most likely to prefer the 

stores with novel and entertaining store environment. In their study related to the 

multiple store environment cues, Baker et. al., [205] confirms that, though there is 

conventional wisdom about the impact of store environment on the customer's 

decision to patronize a particular store, there is a dearth of research based resolution 

to such a notion. Previous research reports that store environment is not only impact 

the level of satisfaction experienced with the retailer [206, 207] but also more 

influential in purchase decisions [150, 208, 209]. Hence, it is hypothesised that:

H5a. Store environment will positively influence customer satisfaction.

3.3.2.5b SOCIAL SURROUNDINGS

Desire for social inclusion is most fundamental and innate need of all humans. 

Humans have a congenital drive to be a part of social relationships as the social 

groups afforded survival and safety [210]. Rudimentary causes for consumers to 

consider the social surroundings of a store could be many, varying from maintaining

the comfort of shopping among similar class to exhibiting the social status. Dahl 

[211] says that the importance of understanding the role of social influence on 

emotions, opinions, or behaviours, in consumption has a long and varied history in 

the fields of sociology, psychology, and marketing and affirms that social influence 

is incredibly broad, covering everything from mere presence effects and mimicry to 

more direct forms of social persuasion often seen in consumption contexts such as 
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retail sales. Social surroundings refer to the social elements (i.e. social behaviour, 

social interaction, and social density) in the service setting that can affect a 

customer’s shopping experience [197, 212]. Here, social behaviour refers to the 

appearance and actions exhibited by the surrounding audience/co-customers in a 

service encounter.  Social interaction refers to the verbal exchange between a 

customer and co-customers in the service setting [213]. Zhang et al., [214] say that, 

though the impact of social elements on the buyers' attitudes toward the merchandise, 

and the specific products they pick up, try on, and purchase cannot be completely 

controlled by the retailers, there are few cues that can be ensured and controlled in a 

retail environment such as instructing salespeople and customer service 

representatives to engage shoppers in conversations, offer assistance, provide product 

suggestions and recommendations, and give feedback to shoppers on their product 

selections. Zhang et al., [214] also affirm that this influence of social context on 

buyers' behaviour is a consequence of the direct interaction between the customer 

and other shoppers in the store or with a salesperson or customer service 

representative. Jennifer et al., [215] suppose that the social elements that influence 

consumers are not just the interactive situations, where consumers interact with the 

other customers and service personnel, but also the non-interactive situations where 

social entity is physically present but not involved nor attempts to engage the 

customer in any way (e.g., other buyers in the store, store employees etc). Social 

density is the perceived crowding of the place [216]. Moore [217] mentions that 

social surroundings, consumers are in, can significantly affect what consumer will 

buy, how much of it, and when. However, some studies have shown that consumers 

feel better about retailers who attempt to prevent overcrowding in their stores [218].

Therefore, it is proposed that:

H6a. Social surrounding will positively influence customer satisfaction.

3.3.2.5c ANTECEDENT STATE OF CUSTOMER (POSITIVE EFFECT)

While satisfaction itself is an emotional construct, its antecedents can be either 

emotional or cognitive, depending on the situation [219]. Oliver’s [220] proposed 

five models of satisfaction and its antecedents, two models depict satisfaction as an 

outcome of non-rational process that can be labelled as emotion-driven. Moods are 

generally regarded as more diffuse than emotions and as being unintentional in origin 
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[196, 221]. Goodstein [222], from his study on the mood effects on consumer 

behaviour, had identified that people with positive moods process less information in 

a fear of losing their positive mood while coming across negative information and 

this is vice versa in the case of the people with negative moods. They tend to process 

lots of information to restore to a positive mood, thus increasing their efforts in 

product search for ameliorating their mood. He also asserts that moods of consumer 

would highly affect the behaviour of the buyer. Literature notify that consumers 

experiencing positive moods have also been shown to be more likely to have a 

greater willingness to buy [223], make a greater number of purchases, purchase more 

products, and have improved perceptions on merchandise and service quality [224],

and experience higher satisfaction with the retailer [225]. Furthermore, Machleit and 

Mantel [226] observed that emotions have a stronger effect on satisfaction when the 

feelings are attributed to the store rather than attributed internally. Thus, it is posited 

that:

H1g. Antecedent state of consumer will positively influence customer satisfaction. 

3.3.3 CONSEQUENCES OF CUSTOMER SATISFACTION 

3.3.3.1 a&b STORE LOYALTY (ATTITUDINAL AND BEHAVIOURAL)

Even though customer loyalty has been the subject of study in marketing for a 

number of decades, retailers in the past economic era have traditionally placed less 

strategic importance on consumer loyalty when compared to manufacturers  [227, 

228]. Martinelli and Balboni [155] asserts that in an increasing complexity of retail 

environment characterized by demanding consumers, smart competition, emergence 

of multiple buying options and channels to the consumer, the ability of the retailer to 

offer a qualitatively high level of service could be the key and winning strategy to 

differentiate, actively satisfy customers, and gain customer loyalty. Previous research 

mentions that securing and increasing loyalty is central to many corporate strategies 

because obtaining new customers is costly and customer retention is connected to 

long-term profitability [229 - 231]. Jacoby and Kyner [232] define customer loyalty 

in two distinct ways: (1) attitude (i.e. creation of different feelings in an individual’s 

overall attachment to a product, service, or organisation), (2) behavioural (i.e. 

continuing to purchase the products/or services, increasing the scale, and act of 
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recommendation). East et. al., [233] defines Store loyalty as a propensity to use the 

store. They also affirms that this propensity may be expressed as an attitude 

(Attitudinal loyalty) to the store or as an intention to use the store when 

circumstances permit. Behaviourally (Behavioural loyalty), the propensity is seen as 

a proportion of number of visits or expenditure compared with other stores or, over 

time, as retention (the continued use of the store). Oliver [234] defines  customer 

loyalty as “a deeply held commitment to re-buy or re-patronise a preferred product or 

service consistently in the future despite situational influences that marketing efforts 

having the potential to cause switching behaviour”. Previous research also says that 

repurchase in most context could be an indicative of mere inertia but not a 

behavioural approach of loyalty. Loyalty seems to be more important in affecting 

repurchase decisions in the grocery retailing [235]. Several studies report the positive 

relationship between customer satisfaction and loyalty, considering satisfaction as 

one of the primary antecedents of loyalty, especially in retail business [e.g., 37, 50, 

108, 192, 236-240, ]. Jing and Patricia [241] say that food retailers who focus on 

product quality, assortment will win the trust and commitment of the buyers and 

ensures the influential customer satisfaction that lead to store loyalty. However, Magi 

(2003) find that customer satisfaction and customer loyalty does not connect with the 

degree of relations. Whereas, Seiders et. al., [43] found the linkage between 

customer satisfaction and customer loyalty is moderate to low. Also Thomas [242]

summarizes that though customer satisfaction may yield the loyalty, it cannot be 

treated as a static status in the attitude of consumer. Although satisfaction and loyalty 

indeed have a certain degree of positive relations, which means that customers who 

are highly satisfied with the product or service may have high loyalty, but in some 

cases, customer satisfaction and customer loyalty may also be independent or even 

have negative relationship, that is to say a high degree of customer satisfaction may 

lead to low loyalty even without loyalty [243]. This was confirmed in their study by 

Parker et al., [244] when they resume from the previous research that, though few 

scholars say that a satisfied customer remains loyal and may recommend store to the 

others, they confesses that there is no strong scholarly evidence in proving it. 

Considering the contradictory findings, it is posited that: 

H8a. Customer satisfaction has direct positive effect on store loyalty (attitudinal).

H9a. Customer satisfaction has direct positive effect on store loyalty (behavioural).
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3.3.3.2 REPURCHASE INTENTION

Zangh et al., [245] define repurchase intention as the manifestation of customer 

loyalty, which resulted from a satisfied shopping experience. Repeat purchasing has 

been a primary objective of marketers for decades because retaining customers 

requires less marketing resources than acquiring new ones [e.g., 132, 229, 246, 247].

Chaudhuri and Ligas [132] have defined repurchase loyalty as “a basic level of 

interest in a store that is limited to an intent to re-buy from the particular store at a 

future date”. Hellier et al., [248] has described repurchase intention as an individual's 

judgment about buying again a designated service or a product from the same 

company while taking into consideration his or her current situation and likely 

circumstances. Previous studies report that the level of satisfaction often has a 

positive influence on repurchase intentions [106, 249] prompted by a strong internal 

disposition (i.e. attitudinal loyalty) [250] over a given period of time, while others 

have noted that linkage explains little and findings are equivocal [251]. Yanqun et 

al., [252] say that, despite the popular notion that satisfied consumers exhibit high 

price tolerance, organizations need to maintain certain levels of customer satisfaction 

over the competitive advantage, as satisfaction is highly relevant to the repurchase 

intention. Confirming this, Andreassen [253] say that customers who are dissatisfied 

are believed to impact on the satisfaction judgment of company's service and future 

repurchase intention. Many studies have focused on the relationship between 

customer satisfactions and repurchase intentions [110, 248, 254, 255]. Also Halstead 

and Page [256] had confirmed that the repurchases intention of consumer is highly 

based on the satisfactory purchase of the product or service he made, rather than the 

satisfactory customer service that organizations gives later. this shows the 

importance of first impression that a retailer should make on his buyers.  

Zaboja and Voorhees [255] say that, there is some debate in the literature 

regarding the impact of satisfaction on the repurchase intentions. This is because few 

researchers have found a direct link between the satisfaction and repurchase intention 

[e.g. 106, 257 - 259], and few others say that trust is the dominant antecedent of 

repurchase intentions [e.g. 260]. Also, a few studies reported the functional 

relationship between satisfaction and repurchase intention was non linear [260, 261].

Koo’s [192] study, inter-relationships among store images, store satisfaction, and 

store loyalty among Korea discount retail patrons, supports the argument 
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that satisfaction is not related to customers’ committed store revisiting behaviour. In 

the light of preceding discussions and findings, it is proposed that: 

H10a. Customer satisfaction has direct positive effect on repurchase intention.  

3.3.3.3  WORD- OF- MOUTH (WOM)

Hamilton et al., [263] say that consumers seek refuge from the carefully and 

professionally crafted marketing communication by seeking unvarnished opinions of 

other consumers. This is because, Word of Mouth (WOM) is believed to be unbiased 

and reliable. Keller [264] affirms that WOM is becoming an increasingly important 

marketing objective. He says that leading categories of WOM are food and dining, 

media and entertainment, sports and hobbies, beverages and retail. Early research 

regarding word-of-mouth tended to focus on complaining behaviour [265, 266].

However, recent past research has recognised WOM communication as both a 

consequence of service quality/customer satisfaction and an antecedent to revenue 

and profit due to new customer acquisition [45, 124, 135, 267]. WOM (usually 

referred to 'social contagion / interpersonal communication') is one of the most 

influential marketing methods at the individual consumer level that leads an 

individual to new product adaptation [268, 269].

WOM has been defined as consisting of “informal communications directed 

at other consumers about the ownership, usage or characteristics of a particular goods 

and services and/or their sellers” [270, pg.no. 261]. Swan and Oliver [271] stated that 

WOM about retailers can include both an evaluative aspect, whereby consumers 

relate their experiences to others, as well as a conative aspect, whereby consumers 

recommend a retail store to others. Prior research suggests that loyal customers are 

likely to provide new referrals through positive word of mouth [272, 273], buy more 

[274], and resist competitive pressures [275]. Also Srinivasan and Srivastava [276]

confirm that memorable shopping experiences of a consumer motivates them to share 

those experiences with peers and family, generating and increasing sales through the 

power of word of mouth. However, Anderson [277] suggests that valance of WOM 

may be negative, neutral or positive, in different context, based upon the consumer 

experience.  Day [278] says that a positive WOM is nine times as effective as 

advertising at converting unfavourable or neutral predispositions in to positive 

attitude. 
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WOM is highly variable in content and highly determined by the consumer's 

personal and situational factors [279]. Also few previous studies have consistently 

shown positive WOM to be an outcome of high customer satisfaction ratings [280 -

282]. Confirming this Blodgett et al., [283] explains that a dissatisfied customer who 

perceives the lack of justice for their purchase will spread the negative WOM. Also 

Bayus [269] confirms that the negative WOM retards sales of food products more 

than twice as strongly as positive WOM promotes sales of that product. However, 

when a satisfied customer starts advocating or recommending a company he puts his 

reputation at stake in doing so, and this can be viewed as the best indicator of 

customer loyalty [284].  Whereas, the recent past study of Wangenheim and Bayon 

[285] indicate that satisfaction-WOM link is non-linear and is moderated by several 

customer involvement dimensions such as product, situation and marketplace or 

market mavenism. In the light of preceding discussions and findings, it is proposed 

that: 

H11a. Customer satisfaction has direct positive effect on word-of-mouth 

communication.

3.3.3.4 PRICE INSENSITIVITY

The frequency of price changes and offerings in food and grocery retail is 

significantly noticeable and few times leaves consumers confused and creates 

potential consumer information problem [286]. Price has been examined as one of 

the determinants of customer satisfaction [287]. Fornell, Rust, and Dekimpe [100]

have argued that satisfaction does not operate regardless of price. Price not only 

affects consumer utility but also consumer’s repeat purchase probability. Crompton 

[288] says that, reference price is that consumer expects to pay for a service / 

product. Any price beyond that keeps him in the tolerance zone, in which he decides 

to purchase only after evaluating benefit information and the past purchase 

experience. 

Few studies have found that price responsiveness is related to the 

demographic factors such as income level, socio economic status and age etc, but 

these results are inconsistent [289]. Prior research has shown that satisfied customers 

exhibit price insensitivity and willing to pay more for high quality products and 

services [290 - 293]. Also Bloemer and Schroder [25] confirm this by saying that that 
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satisfaction leads to customer trust, commitment and loyalty which are explicitly 

expressed by WOM, Price Insensitivity and repurchase. Kalyanram and Little [294]

say that new stimulus (price acceptance / insensitivity) encountered by an individual 

is judged against a background of previous experience in the category of good he 

purchased as the past purchase experience and the satisfaction from that purchase 

forms an individual's reference scale to accept the price climb or not [e.g. 295].

However, several scholars in the past have suggested that customers may have 

different responses for prices increase and decrease, during which their negative 

responses to the price increase is strongly posited against the price acceptance [e.g. 

294]. Also, Andersen [296] says that the increasing competition in the retail sector is 

associated with the low price tolerance and therefore great price sensitivity. He 

affirms the need for organizations to pursue greater customer satisfaction through 

greater competitiveness to manage the price sensitivities. Considering the debated 

literature with reference to the price insensitivity, the following hypothesis is 

advanced: 

H12a. Customer satisfaction has direct positive effect on price-insensitivity.

3.3.3.5 COMPLAINING BEHAVIOUR

According to Blodgett et al., [283] the fundamental requirement of marketers is to 

create customer satisfaction. Because, while satisfaction is assumed to lead to 

loyalty, goodwill and repurchase intention, dissatisfaction leads consumers to redress 

seeking behaviour (complaining behaviour). Laird [297] says that, all dissatisfied 

customers do not complain. It is even likely that many times complaints come from 

the satisfied customers as an expression about a dissatisfied experience. Diaz and 

Gonzalbez [298] points out that consumers are not restricted to one type of 

complaining behaviour. This behaviour can be attributed to the dissatisfaction caused 

by service failure and recovery encounter. Researchers have noted that complaining 

behaviour is a consumers’ tendency to complain to seller on various counts in three 

ways: 1) as a mechanism available to consumers for relieving cognitive dissonance 

when the consumption experience is dissatisfying [26], 2) as a mechanism for 

venting anger and frustration, and 3) as a mechanism for initiating or seeking redress 

for failed consumption experience [299]. Dissatisfaction is traditionally thought to 

prompt complaining behaviour, especially when the problem leading to 
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dissatisfaction is severe [300]. According to Dunn and Dahl [301] a product 

performance falling short of the expectations of the consumer, resulting in 

dissatisfaction will lead to the complaining behaviour. As a result, academics as well 

as managers have long been interested in the role of satisfaction with complaint in 

shaping customers' attitudes and repurchasing decisions [208, 302, 303]. Brown and 

Beltramini [304] confirms this and say that complaining and the spreading of 

negative word of mouth as alternative responses to consumer dissatisfaction have 

attracted considerable scholarly attention. Customers compare their perceptions of 

the actual performance of the complaint handling procedures with their expectations 

towards that performance. Fornell et. al., [88] considered the Hirschman’s exit-voice 

theory that the immediate consequences of increased customer satisfaction are 

decreased customer complaints and increased customer loyalty. Having considered 

the aforesaid, it is hypothesised that: 

H13a. Higher level of customer satisfaction leads to lower level of complaining 

behaviour. 


