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ABSTRACT 


The purpose of this thesis is to investigate the dynamics of price image formation and 
 consumers’ image perceptions in the context of grocery retail. The study seeks to find out 
 the key drivers of price image formation. In addition, the concepts of store image and store 
 personality are explored. Furthermore, the empirical research of this thesis will focus on the 
 Finnish retail grocery stores Prisma and Lidl.  


The empirical research was conducted by using quantitative research and the sample of 201 
 responses was collected with a survey questionnaire. The research hypotheses were created 
 based on the theoretical findings and tested by using several statistical analysis methods 
 with SPSS software. 


The empirical research showed that  there  is  a  significant  difference  in  the  price  image  of 
 Prisma  and  Lidl.  Furthermore,  the  study  found  that  Lidl  has  lower  price  image,  however, 
 Prisma  is  perceived  more  positively  on  store  image  and  store  personality.  The  study 
 strengthened  some  of  the  earlier  findings  about  the  relationship  between  nonprice  drivers 
 and  price  image. The  results  showed  a  link  between  Prisma’s  price  image  and  physical 
 attributes. In addition, between Lidl’s price image and store assortment. Finally, the study 
 demonstrated that price image and store attributes have an impact on consumer satisfaction 
 and store patronage intention. 


KEYWORDS:  Grocery retail, Price image, Store personality, Store image 
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(10)1. INTRODUCTION 


Marketing  literature  has  been  keen  on  the  concept  of  a  retailer’s  price  image  and  its 
 influence on consumers’ beliefs and behaviour. Scholars have noted that major retail chains 
 have lowered their price level yet the store price image has maintained the same. (Hamilton 


&  Chernev  2013.)  Furthermore,  when  Finnish  consumers  attitudes  on  food  prices  were 
 investigated consumers were not able to remember the prices, however, they did select the 
 grocery store based on the store price image (Ollila 2011:222). By identifying the drivers of 
 price image it is possible to explore how retailers can build a low price image, even when 
 the  actual  price  level  is  high,  vice  versa,  gain  a  high  price  image  when  the  price  level  is 
 relatively low. Furthermore, this thesis intends to contribute on the lacking understanding 
 of price image formation in the context of retail grocery. 


  


As  a  research  field  the  Finnish  grocery  market  is  fascinating  as  it  has  an  exceptional 
 oligopoly market form. The beginning of the 21st century has been the time of change for 
 Finnish grocery market. In 2002 the first foreign grocery retailer, a German grocery chain 
 Lidl, entered the market and at that time there was no hard discounters among the Finnish 
 grocery retailers. Before Lidl’s entry it was acknowledged among managers and scholars, 
 that price was not the main criteria for Finnish consumers when they choose where to shop 
 groceries.  (Rökman  and  Uusitalo  2007.)  Nonetheless,  now  when  Lidl  has  established  its 
 position  in  the  market  and  expanded  its  network  across  Finland,  scholars  have  suggested 
 that  Finnish  consumers  have  changed  more  to  price  orientated  shopping  (Rökman  and 
 Uusitalo 2007). 


  


While  Lidl  is  still  expanding  its  network  the  two  players  S-Group  and  K-Group  are 
remaining  to  dominate  the  market.  Furthermore,  in  2005  the  market  leader  position  was 
established  by  S-Group  by  overtaking  K-Group  for  the  first  time  in  the  history.  The  past 
few  years  S-Group  has  also  shaken  the  industry  by  lowering  the  prices  with  its  initiative 
called “Halpuuttaminen”. According to S-group the initiative is a long-term strategic choice 
to cut down the prices permanently in specific products. (S-Group 2017.) In 2016 after one 
year  of  launching  the  ”Halpuutus”  -campaign  the  market  share  of  S-Group  has  increased 
1,3  %  (PTY  2016).    Furthermore,  the  marketing  and  advertising  magazine  M&M  (2016) 
has awarded the campaign as a marketing act of the year in 2016. The magazine argues that 



(11)the  announcement  has  surprised  Finnish  people  who  are  more  accustomed  to  price 
 increases, in addition, the campaign has forced the competitors to respond. (M&M 2016.) 
 In  2017  S-Group  announced  that  they  will  direct  45  million  euros  to  ensure  that  the 
 Halpuutus  -campaign  continues  which  means  that  the  total  sum  used  on  the  initiative 
 increases to 150 million euros. (Patarumpu 2017.) 


  


By all appearances, it is not surprising that the grocery market has been recently centre of 
 discussion in the Finnish media. Especially, the price of food has been controversial issue 
 in  Finland.  The  notion  that  the  price  level  of  groceries  is  relatively  high  in  Finland  as 
 compared to other EU countries has gained media attention during the past few years (IS 
 2015;  MTV  2015;  IL  2016;  Tilastokeskus  2016).  However,  now  S-Group’s  initiative  to 
 lower  the  prices  has  been  widely  discussed,  especially  the  discussion  has  been  vivid 
 between the food industry and the farmers (Patarumpu 2016: Maaseudun tulevaisuus 2016). 


Nonetheless, it is possible that the discussion about food prices and S-Group’s initiative to 
 lower the prices may have an influence on consumers price sensitivity and price behaviour. 


Certainly,  retailers  are  still  remaining  to  use  different  pricing  strategies  and  closely 
 monitoring the changes in the price image. (Rökman and Uusitalo 2007.) 


The grocery trade has a significant role in the economy and working society, moreover, it 
 impacts on everyday life of consumers. The value of grocery sales were 16.7 billion euros 
 in 2016 and approximately 62,000 worked in the grocery trade and foodservice wholesale 
 in Finland. (PTY 2017.) Furthermore, according to Nielsen report, Finnish grocery trade is 
 at  its  strongest  since  the  beginning  of  the  financial  crisis  in  2008  (Nielsen  2017;  PTY 
 2017). All in all, these issues state the significance of the topic not only in academic world 
 and business world but also in everyday life of consumers. 


1.1. Research purpose and objectives      


This section overviews the purpose and objectives of the thesis. Throughout the study the 
viewpoint  is  strictly  either  in  Finnish  grocery  stores  or  retailing  as  the  empirical  research 
will  focus  on  grocery  retailers  S-Group  and  Lidl.  The  research  problem  is  framed  as 
following:  



(12)Research purpose: 


Investigating the dynamics of price image formation and consumers’ image perceptions in 
 the context of grocery retail. 


The  research  purpose  highlights  the  main  objective:  to  investigate  key  drivers  of  price 
 image formation. In addition, gain understanding about consumers’ perceptions of grocery 
 store attributes and investigate its impact on consumer satisfaction. 


The  core  purpose  of  this  thesis  is  to  find  a  solution  to  the  research  question  with  three 
 objectives, which are: 


1)   Create understanding of the determinants of grocery store choice. 


2)   Create understanding of retailers’ price image formation. 


3)   Empirically investigate the link between image drivers and consumers’ perceptions. 


The first objective is to create understanding of the determinants of grocery store choice by 
 investigating  the  store  attributes.  In  addition,  concepts  like  store  image,  store  personality 
 and store price image are introduced. By understanding the  determinants of grocery store 
 choice  one  will  gain  overall  understanding  on  how  consumers  are  experiencing  grocery 
 stores on a functional and psychological level. 


The second objective is to create understanding of price image formation in retail context 
 and this is executed by discovering the existing research literature. The aim is to identify 
 the key drivers forming the price image and how price image impacts on consumers. The 
 insights discovered in this chapter will be utilized in the empirical part of the thesis. 


The third objective is to empirically explore the store attributes, also identified as ’image 
drivers’, role in price image formation. The aim of the empirical research is to create deeper 
understanding of the dynamics of price image and image drivers in the context of Finnish 
grocery  retailing.  The  empirical  research  helps  to  answer  the  research  question  more 



(13)comprehensively,  additionally,  the  managerial  implications  will  be  offered  based  on  the 
 empirical and theoretical findings.  


The  empirical  part  of  the  thesis  is  executed  by  using  quantitative  research  approach.  The 
 data  is  collected  by  using  survey  questionnaire  and  the  data  is  analyzed  by  using  several 
 statistical analysis methods and by utilizing the SPSS software. The survey questionnaire is 
 conducted  based  on  the  insights  discovered  in  the  theoretical  part  of  the  thesis.  The 
 empirical  research  focuses  on  investigating  S-Group’s  grocery  store  Prisma  and  its 
 competitor Lidl. 


1.2.  Research structure and framing 


This section describes the structure and framing of the thesis in order to clarify the purpose 
 of  different  chapters.  The  structure  of  the  thesis  follows  the  three  objectives  presented  in 
 the  previous  subsection.  Each  chapter  attempts  to  create  new  understanding  in  order  to 
 answer the research questioncomprehensively.  


The  thesis  is  divided  into  6  different  chapters  as  follows:  The  present  chapter  is  the 
introduction  chapter  of  the  thesis  presenting  the  subject,  purpose  and  objectives  of  the 
thesis. In addition, it presents the research method, structure and framing of the thesis. Last 
part  of  the  chapter  introduces  the  research  context  by  presenting  a  brief  overview  of  the 
Finnish grocery market. Chapter 2 and 3 intends to familiarize the reader with review of the 
results  of  existing  research  in  grocery  retailing  and  price  image  formation.  Chapter  2 
creates  an  overall  understanding  of  the  determinants  of  grocery  store  choice.  Chapter  3 
covers the major theories of the price image formation in the retail context. In addition, the 
theory chapters presents the research hypotheses that will be tested in the empirical part of 
the thesis. Chapter 4 presents the methodology of the study, in addition, the data collection 
and  data  analysis  methods  are  presented.  Chapter  5  presents  the  results  of  the  empirical 
research.  Chapter  6  is  the  final  chapter  that  overviews  the  findings  and  presents  the  final 
conclusions and the managerial implications. Lastly the limitations of the study and future 
avenues are introduced. 



(14)1.3.  Overview of the Finnish retail grocery market 


This section overviews the Finnish grocery market in order to understand the basis of the 
 research  field  of  this  thesis.  The  section  starts  by  presenting  the  grocery  market 
 development in Nordic countries which partly explains the market structure formed also in 
 Finland.  In  addition,  the  biggest  grocery  retailers  operating  in  the  market  will  be  briefly 
 introduced, in addition, the competition situation in the market will be discussed.  


According  to  Nordic  Food  Market  -report  conducted  by  Nordic  Competition  Authorities, 
 the development of food and grocery market has been similar in all Nordic countries. The 
 past few decades the grocery store sector has expanded and centralized. The expansion has 
 been both vertical and horizontal, but especially in Finland the store space of the grocery 
 stores  has  expanded  the  most.  Thus,  there  are  nowadays  various  grocery  stores  in  larger 
 sizes,  additionally,  the  stores  are  also  part  of  big  chains  or  groups.  (Nordic  Competition 
 Authorities 2005.) 


As generally in Nordic, also in Finland the large grocery chains are dominating the market 
 and procurement and logistics is centralized, which is common if the country is broad and 
 sparsely inhabited. Traditionally Finnish grocery market has been concentrated and closed 
 while  competition  has  stayed  fairly  stable.  The  industry  was  shaken  after  Finland  joined 
 European Union in 1995 and the regulatory system underwent a change. The entry of the 
 new  foreign  discount  retailer,  Lidl,  has  created  new  competition  in  the  market,  which 
 naturally results that retailers have a greater need to attract consumers who are now having 
 more options to choose where to shop groceries. 


Because  of  the  expansion  of  the  grocery  market  Finnish  consumers  have  nowadays  wide 
range  of  grocery  stores  in  a  decent  distance.  However,  because  of  the  centralization 
consumers mainly use the stores that are owned by the major retail chains that are operating 
in the market. In addition, as the grocery retailers are buying products from the same group 
of suppliers, consumers are dependent on the specific product range that the major chains 
decide to offer. On the other hand, the centralization is also enabling the Finnish grocery 
trade to function cost-effectively and the effectiveness enables it to maintain the low prices, 
large  selection  and  the  quality  of  the  service  (PTY  2016).  Over  the  past  decades  the 
structure of grocery stores has overwent a change as the number of medium size market-



(15)stores  has  decreased  from  nearly  10,000  stores  to  3  000  stores.  The  large  stores  are 
 remaining to stay significant and also the selection of the stores have tripled over the past 
 decades.  Even  though  the  large  stores  are  able  to  operate  more  cost-effectively  than  the 
 small stores these stores have a significant role in providing the services and maintaining 
 the habitability in the entire country. (PTY 2017.) 


One  could  argue  that  the  Finnish  grocery  market  structure  is  similar  to  oligopoly  market 
 form since the combined market share of the two largest players is 83,4%. The three main 
 actors operating in the Finnish grocery market are S-Group, K-Group and Lidl that will be 
 briefly  overviewed  next.  Because  the  rest  of  the  market  are  private  companies  with 
 combined  share  of  5,8%  and  not  playing  a  significant  role  when  taking  into  account  the 
 whole market these companies are excluded from this overview. (PTY 2017.) 


The  market  leader  is  S-Group  (SOK  Food  Trade)  with  47,2%  market  share.  S-Group  is 
 formed by nation-wide chains covering all parts of Finland with various store types such as 
 hypermarkets  (Prisma),  supermarkets  (S-market),  convenience  and  neighbourhood  stores 
 (Alepa  and  Sale).  The  store  formats  usually  appear  alike  and  offer  similar  product 
 assortment,  yet  the  variation  and  size  of  the  assortment  depends  on  the  store  size.  S-
 Group’s  value  proposition  is  to  provide  its  co-op  members  with  competitive  benefits  and 
 services  in  a  cost-effective  manner.  Especially  Prisma  stores  are  aiming  to  offer  cheap 
 prices  and  one  could  argue  that  is  a  soft  discounter  as  it  offers  fresh  and  broad  selection 
 including private and national brands. (Willems & Swinnen 2011; S-Group 2017.) S-Group 
 offers  products  that  are  branded  with  the  chain’s  private  labels  such  as  Rainbow, 
 Kotimaista and X-tra.  In  addition, S-Group  offers  its customers  a possibility to  become  a 
 member  of  the  cooperative.  As  a  member  customer  will  obtain  a  loyalty  card  called  S-
 etukortti and gain bonus from each purchase. (S-Group 2017; PTY 2017.)  


The  second  largest  player  is  K-Group  (Kesko  Food  Trade)  with  36,2%  market  share. 


Anyhow  the  actual  market  share  will  be  1,5%  higher  since  K-Group  has  completed  the 
acquisition of Suomen Lähikauppa Oy. K-Group employs chain business model and it has 
hypermarkets  (K-Citymarket),  supermarkets  (K-Supermarket)  and  convenience  stores  (K-
Market)  managed  by  independent  K-retailers.  Kesko’s  value  proposition  is  to  provide 
inspiring  grocery  shopping  to  its  customer.  In  addition,  it  differentiates  from  the 
competitors by emphasizing quality and bringing value to customers. Therefore, one could 



(16)argue  that  Kesko  is  a  ’value  retailer’  as  they  focus  on  giving  benefits  (like  service,  nice 
 atmosphere,  broad  assortment)  to  the  customers  more  than  reducing  costs  of  a  customer 
 (Willems & Swinnen 2011). Like S-Group, also K-Group has private labels called Pirkka, 
 Kespro  and K-Menu.  In  addition,  K-Group  customers  can  be  part  of  loyalty  programme 
 called  Plussa  and  with  the  Plussa-card  customers  can  benefit  from  special  offers.  (Kesko 
 Vuosiraportti 2016; PTY 2017.)  


The third largest player is Lidl, with a 9,3 % market share. Lidl is German grocery chain 
 that operates as an independent subsidiary (PTY 2017). Lidl entered the market in 2002 and 
 it  was  the  first  foreign  grocery  retailer  and  a  hard  discounter  in  the  Finnish  market.  Hard 
 discounters offer limited selection focusing on store’s private labels, in addition, the stores 
 are  usually  lacking  service  and  have  simple  in-store  fixture  (Willems  &  Swinnen  2011).  


Since its arrival Lidl has expanded its grocery store network across Finland covering also 
 the small towns. Like S-Group and K-Group also Lidl’s assortment includes several private 
 labels  especially  in  non-food  and  packaged  products  like  Milbona in  dairy  products. 


However, Lidl is not offering similar loyalty programmes as S-Group and K-Group. (Lidl 
 Suomi 2017: Uusitalo & Rökman 2007.) 


Before Lidl’s entry it was acknowledged among managers and scholars, that price was not 
 the main criteria for Finnish consumers when choosing where to shop groceries (Rökman 
 and  Uusitalo  2007).  According  to  previous  Nielsen  study  (2003)  the  first  criteria  was 
 convenient location, second was price-quality relationship, whereas, the price itself came in 
 sixth  place.  Nonetheless,  now  when  Lidl  has  established  its  position  in  the  market  and 
 expanded  its  network  across  Finland,  scholars  have  suggested  that  Finnish  consumers  are 
 changing more to price orientated shopping (Rökman and Uusitalo 2007).  


To draw a conclusion, the Finnish grocery trade has an exceptional oligopoly market form 
and  one  should  also  acknowledge  this  when  observing  the  empirical  research  and  the 
results  of  the  present  thesis.  The  only  foreign  grocery  retailer  Lidl  has  successfully 
established its position while the two players, S-Group and K-Group, are still dominating 
the market. However, there has been a vivid discussion that the e-commerce giant Amazon 
is entering the Nordic market and how this will impact on the grocery trade. The Amazon’s 
acquisition of Whole Foods was announced in 2017, which verified that Amazon is more 
and more aiming at the grocery industry and also at a large scale of brick-and-mortar stores. 



(17)In  addition,  Amazon  has  partnered  with  French  grocery  retailer  Monoprix  to  deliver 
 groceries via its Prime Now service, which delivers products within a day when a consumer 
 pays the monthly fee of the membership. (Business Insider Nordic 2017.) 


In addtion, the rumour of Amazon’s establishing itself in Nordics has been noted in Finnish 
 media  (HS  2018;  Yle  2018;  IS  2018).  Aalto  University’s  professor  Lasse  Mitronen  has 
 argued  that  Amazon’s  entry  would  have  a  significant  impact  on  Finnish  grocery  market 
 because of their fast and cheap online and delivery service. He also argued that competitive 
 players at the market will remain strong, therefore, consumers would benefit from the rising 
 competition. (IS 2018.) All in all, the fairly stable Finnish grocery market may have new 
 changes ahead when consumers are more and more adjusted on buying groceries online.  


Furthermore,  professor  Mr.  Mitronen  argued  Amazon’s  competitive  advantage  would  be 
the cheap delivery and the convenience of grocery shopping. This could be interpreted that 
for Finnish grocery retailers it comes crucial to remain the existing customer loyalty and be 
more and more customer-focused on each level of the business. How to exceed consumer 
satisfaction  but  also  remain  cost-effective  and  keep  the  consumers’  perception  of  having 
low price level? In the academic world Finnish consumers attitudes toward food prices has 
been studied (Ollila 2011), in addition, Finnish grocery retailers price level (Uotila 2012), 
therefore,  it  will  be  interesting  to  further  explore  the  subject  by  investigating  the  grocery 
retailer’s price image and how it is formed by consumers. 



(18)2. DETERMINANTS OF GROCERY STORE CHOICE 


This  chapter  answers  to  the  first  objective  of  the  thesis  by  creating  understanding  of  the  
 matters  that  has  influence  on  consumers  choice  of  a  grocery  store.  Due  to  the  research 
 context  the  focus  will  be  on  the  academic  researches  about  Finnish  grocery  market  and 
 Finnish  consumers.  Alternatively,  studies  concerning  Swedish  consumers  have  been 
 investigated in order to gain more understanding of the subject matter. However, one needs 
 to use consideration before generalizing the findings on Finnish market as it has been found 
 that  regarding  on  consumers’  habits  on  grocery  store  choice  Nordic  consumers  do  not 
 necessarily  represent  homogenous  group.  Nonetheless,  grocery  shopping  habits  between 
 the  Swedes  and  the  Finns  can  be  seen  fairly  similar  as  Nordic  consumer  hold  similar 
 demographic characteristics and living condition. (Nordic Competition Authorities 2005.) 


2.1. Grocery store shopping 


Marketing  researchers  have  constantly  been  intrigued  by  the  question  of  what  draws 
 consumers  to  shop  in  a  specific  store  (Doyle  and  Fenwick  1974;  Von  Freymann  2002; 


Nilsson,  Gärling,  Marell  and  Nordvall  2015a).  While  consumers  are  making  the  decision 
 where and when to shop items, retailers need to decide which consumers it wants to invest 
 the  most,  for  instance,  either  in  loyal  customers  or  possible  new  customers  (Leszczyc, 
 Sinha, Timmermans 2000). Should retailers rather invest in loyalty programmes in order to 
 keep  the  consumers  engaged,  or  alternatively,  use  attractive  discounts  in  order  to  induce 
 new customers? Anyhow, consumers loyalty can be hard to measure as scholars have found 
 that Finnish consumers usually have multiple cards, which challenges a retailer’s effort to 
 keep  its  customers  loyal  (Koistinen  and  Järvinen  2009).  In  addition,  if  retailers  are  using 
 discounts  to  induce  consumer  it  may  result  that  consumers  fall  into  cherry-picking 
 behaviour meaning that they are chasing the items in various stores in order to maximize 
 their value as found by Fox and Hoch (2005). 


Scholars  are  arguing  that  choice  of  store  is  also  moderated  by  the  shopping  type:  either 
 consumer  are  doing  major  shopping  or  fill-in  shopping  (Kahn  and  Schmeittein  1989; 


Leszczyc et al. 2000; Nilsson et al. 2015a.). Major shopping means that consumer aims to 



(19)buy  large  number  of  items  and  consequently  they  will  spend  more  money  (Walters  and 
 Jamil  2003).  According  to  Nilsson  et  al.  (2015a)  consumers  do  major  shopping  less 
 frequently,  in  addition,  the  shopping  event  takes  longer  time  and  consumers  are  more 
 responsive for doing impulse purchases. Whereas, in fill-in shopping consumer aims to buy 
 just a few items. Conventionally, scholars have been under belief that consumers do major 
 shopping mainly in  big  stores like  supermarkets and fill-in shopping in small local  stores 
 like  convenience  stores  (Leszczyc  et  al.  2000).  However,  when  Nilsson  et  al.  (2015a) 
 investigated  Swedish  grocery  consumers  their  findings  were  controversial  since  many 
 consumers were found to do major shopping also in convenience stores and fill-in shopping 
 in supermarkets.  


In  prior  studies,  consumers’  store  choice  is  often  viewed  as  being  determined  by  store 
 attributes and store characteristics that are attracting consumers. Furthermore, it seems that 
 some  grocery  store  attributes  have  stronger  influence  on  consumers’  grocery  store  choice 
 than others. (Nilsson et al. 2015a.) Already in 1958 a researcher Pierre Martineau argued 
 that  consumers  use  store’s  functional  and  psychological  attributes  to  define  stores.  In  the 
 article  Martineau  suggests  that  ”the  store  is  defined  in  the  shopper’s  mind,  partly  by  its 
 functional  qualities  and  partly  by  an  aura  of  psychological  attributes”,  however,  here  the 
 scholar describes the concept of store personality. 


In  later  studies,  scholars  have  argued  that  by  observing  store’s  functional  attributes 
 consumers form store image, whereas, the psychological attributes of a store are seen as 
 defining store personality (d’Astous and Lévesque 2003). In addition, also the concept of 
 store price  image  has  been  introduced  (Buyukkurt  1986;  Desai  and  Talukdar  2003; 


Hamilton  and  Chernev  2013)  which  will  be  presented  in  more  detail  in  the  end  of  this 
chapter  and  investigated  more  in  next  chapter.  In  order  to  create  understanding  about 
consumer grocery store choice this chapter will first discuss about store image, followed by 
the  discussion  about  store  personality  and  finally  presenting  the  concept  of  store  price 
image. The following figure presents the framework of this theory chapter:



(20)Figure 1. Chapter framework: determinants of store choice. 


The figure illustrates how the store attributes are either functional forming the store image 
 or  psychological  forming  the  store  personality  (d’Astous  and  Lévesque  2003).  The  store 
 image attributes forming the store image are location, service, layout and assortment, these 
 are  presented  in  the  study  by  Hultman,  Johansson,  Wispeler  and  Wolf  (2017).  The  store 
 attributes forming the store personality are enthusiasm, sophistication, genuineness, solidity 
 and unpleasantness presented by d’Astous and Lévesque (2003). The attributes forming the 
 store price image are presented as price cues and nonprice cues by Hamilton and Chernev 
 (2013).  The  influence  of  store  image,  personality  and  price  image  on  consumers’  store 
 choice  will  be  discussed  in  the  following  sections  by  analyzing  the  findings  from  the 
 previous research.   


2.2. The influence of store image on consumers’ store choice  


A study conducted by Swedish researchers Hultman et al. (2017) investigates store image 
by  focusing  on  store’s  functional  attributes  such  as store  location,  store  services,  store 
layout and store range. These store image attributes are discussed in the present chapter in 
order  to  cover  the  store  image  concept,  additionally,  to  see  how  these  attributes  are 
contributing  on  consumers’  store  choice.  Furthermore,  it  is  important  to  understand  the 



(21)store image concept because Finnish consumers seem to be categorizing stores based on the 
 stores’ functional criterias, as found by Uusitalo (2001). By understanding the store image 
 concept, grocery retailers can use the knowledge to differentiate from the competitors but 
 also to establish an optimal market position (Uusitalo 2001: 215). Firstly, the store attribute 


”location” will be discussed following by the discussion of the other three attributes: ”store 
 services”, ”store layout” and ”store range”. 


2.2.1.  Perception of location  


Store location  is  crucial  attribute  contributing  on  the  store  image  formation  since  store 
 location needs to engage the target customers in a certain demographic area and fit to their 
 lifestyle. Furthermore, store location e.g. closeness to home has found to be one of the key 
 determinants when consumers choose a grocery store (Forsberg 1998; Nilsson et al. 2015b; 


Koistinen and Järvinen 2009). Moreover, location is one of the factors that is easy way to 
 differentiate  the  store  from  the  competitors  as  the  exact  location  can  not  be  replicated. 


(Hultman et. al 2017.)  


When  Uusitalo  (2001)  interviewed  Finnish  consumers  about  grocery  shopping  they 
 highlight the importance of store location and the accessibility by car is seen especially as a 
 strength  of  big  stores  (Uusitalo  2001).  However,  it  is  also  a  weakness  of  the  store  if  it  is 
 only accessible by car, as found by Koistinen and Järvinen (2009). In addtion, according to 
 the  research  by  Pitkäaho  and  Uusitalo  (2005)  the  closeness  of  home  is  the  most  crucial 
 criteria  when  consumers  choose  a  grocery  store.  For  Swedish  consumers  the  accessibility 
 by  car  is  suggested  to  be  the  most  important  attribute  when  choosing  a  grocery  store, 
 particularly,  when  consumers  are  doing  major-shopping  rather  than  fill-in  shopping 
 (Nilsson et al. 2015a).  


All in all, it can be argued, that the store location can offer a great asset but managers needs 
 to  acknowledge  how  their  consumers  perceive  the  convenience  of  the  location. 


Accessibility  by  car  is  crucial  especially  when  consumers  are  doing  major  shopping  and 
 going to a large store. On the other hand sometimes it is expected to be on the way home or 
 work and in reasonable travel distance (Nilsson et al. 2015b; Koistinen and Järvinen 2009). 


Nilsson  et  al.  (2015b)  has  concluded  that  nowadays  consumers  seem  to  demand  that 
grocery  store  is  found  easily  and  whenever  the  consumer  wants.  Consumers  are  more 



(22)demanding  and  this  can  also  lead  to  growth  of  e-commerce  and  home  deliveries,  even 
 though regarding of the grocery shopping consumers may still be prefer traditional brick-
 and-mortars  due  to  the  high  prices  of  delivering,  as  argued  by  Koistinen  and  Järvinen 
 (2009). However, one could argue that the entry of Amazon might change this setting as the 
 increasing competition would force the retailers to drop the prices of delivering groceries. 


2.2.2.  Perception of service  


Store  service  is  also  crucial  store  attribute  when  a  retailer  wants  to  form  a  positive  store 
 image (Hultman et al. 2017). In addition, it has been found that service is also influencing 
 on  consumer’s  store  choice  (Nilsson  et  al.  2015b).  For  instance,  when  Koistinen  and 
 Järvinen  (2009)  investigated  consumer  perceptions  of  different  grocery  channels,  they 
 found that Finnish consumers expect certain type of service depending on the store type and 
 either see this as a strength or weakness of the store.  


In  convenience  stores  and  neighbourhood  stores,  Finnish  consumers  expect  to  have 
 personal  service  (Uusitalo  2001;  Koistinen  and  Jarvinen  2009).    Koistinen  and  Jarvinen 
 (2009) has found that store’s personal service is also a major strength of in supermarkets, 
 however,  in  hypermarkets  the  lack  of  personal  service  is  widely  approved.  From  this  one 
 could  draw  a  conclusion  that  consumers  are  expecting  better  and  more  personal  service 
 when  the  store  type  is  convenience/neighbourhood  store  or  supermarket,  whereas,  in 
 hypermarkets  it  is  seen  reasonable  that  the  level  of  service  is  not  as  high.  Nonetheless, 
 according to Koistinen and Järvinen (2009), many would prefer to have more salespersons 
 available also in the big stores.  


Besides the availability and friendliness of the salespersons, service can be perceived good, 
 also  when  the  store  has  additional  services  such  as  chemist’s  and  product  tastings.  These 
 are  appreciated  especially  in  hypermarkets  (Koistinen  and  Järvinen  2009).  In  addition, 
 consumers are appreciating the long opening hours of grocery stores. The store service is 
 claimed to be weak when there is not enough salespersons available, additionally, if there is 
 long  queuing  time,  lack  of  bottle  recycling  system  or  lack  of  an  armchair  service. 


(Koistinen and Järvinen 2009.)  


To draw a conclusion store service can influence on consumer grocery store choice and it 



(23)certainly  seems  to  be  important  attribute  of  consumer  satisfaction,  as  also  found  by 
 Hunneman,  Verhoef  and  Sloot  (2015).  Nonetheless,  Finnish  consumers  expect  different 
 service  depending  on  store  type  (Koistinen  and  Järvinen  2009).  Also,  consumers  socio-
 demographic background may influence. For instance, in the Swedish study by Nilsson et 
 al. (2015b) women more than men, additionally, older people rather than younger regarded 
 the service as important attribute of store choice.  


2.2.3.  Perception of assortment  


Store assortment is important attributes forming a store image presented by Hultman et al. 


(2017).  When  customers  are  pleased  about  the  availability,  variety  and  quality  of  the 
 assortment they most likely generate positive associations towards a store as well. Thus, it 
 can be concluded that assortment influences to the formation of store image. (Hultman et al. 


2017).  Moreover,  quality  perceptions  of  the  assortment  are  significant  for  consumer 
 satisfaction  and  sales  performance  of  a  retail,  as  the  empirical  research  by  Gómez, 
 McLaughlin and Wittink (2004) has found. In Finland the wide assortment and quality of 
 products (here meaning the long expiration date) are seen as a strength of hypermarkets. In 
 addition,  in  supermarkets  the  wide  selection  and  also  the  availability  of  special  and  local 
 products  are  attracting  Finnish  consumers.  Furthermore,  consumers  who  shop  in  market 
 halls  perceive  the  fresh  products  as  a  major  strength,  especially  in  meat,  fish,  vegetables 
 and bread. (Koistinen and Järvinen 2009.) 


Availability  of  specific  products  such  as  organic  products,  unique  products  and  private 
 label products, can play an important role when consumers are choosing where to shop. In 
 addition,  consumers  can  be  attracted  to  exceptional  quality-price  ratio  of  one  or  several 
 products.  (Koistinen  and  Järvinen  2009.)  Koistinen  and  Järvinen  (2009)  has  found  that 
 Lidl’s specific product lines such as drinks, nuts, fruits, cleaning agents and nappies attract 
 consumers.  However,  the  same  study  revealed  that  the  weakness  of  Lidl  is  its  limited 
 selection in overall. Thus, the findings suggest that consumer might use Lidl to buy specific 
 items, however, they might not have Lidl as their primary grocery store. 


2.2.4.  Perception of store’s physical attributes and store layout 


Physical attributes and store layout are the final store attributes in forming a store image 



(24)(Hultman  et  al.  2017;  Dastous  and  Levesque  2003).  The  study  by  Nilsson  et  al.  (2015b) 
 found  that,  besides  the  accessibility  and  availability  attributes,  Swedish  consumers  highly 
 appreciate the store’s physical attributes like cleanliness, good lighting, space between the 
 shelves and easiness to find products in the store, are the most important attributes of store 
 choice. The same research also found that consumers socio-demographic background may 
 also have influence. The study revealed that especially women over men find these physical 
 attributes to be important on store choice (Nilsson et al. 2015b.)  In addition, the cleanliness 
 has been found to be important especially for older consumers (Myers and Lumbers 2008; 


Nilsson et al. 2015b). Also the store size matters and some consumers perceive small stores 
 attractive  because  it  helps  them  to  meet  and  interact  with  people,  while,  some  have 
 perceived them unattractive because it is hard to move around with a trolley. (Koistinen and 
 Järvinen 2009.) 


Furthermore, Finnish consumers define stores either small or big which influences on the 
 perception  of  store  layout’s  convenience.  For  instance,  small  stores  are  appreciated  since 
 consumers are able to get to know the store, quickly resulting that it will be also easier to 
 predict the price level (Uusitalo 2001) and where the products are placed (Uusitalo 2001; 


Koistinen and Järvinen 2009). In big stores, like hypermarkets, the spacious environment is 
 appreciated, however, it is found to be a weakness of a store if it is too large and shopping 
 takes too much time and effort (Koistinen and Järvinen 2009; Uusitalo 2001). Yet, retailer’s 
 stores can be perceived more positively since the layout of the stores are in line with each 
 other  and  as  a  result,  it  will  be  easier  to  navigate  in  the  store  and  learn  the  product 
 placement, as found by Koistinen and Järvinen (2009). All in all, from these findings one 
 could draw a conclusion that consumers are satisfied about the store layout when it enables 
 the shopping to be fast, effortless and predictable.  


2.3. The influence of store personality on consumers’ store choice 


The  notion  that  consumers  associate  human  characteristics  with  brands  was  firstly 
introduced  by  Aaker  (1997)  who  has  done  the  pioneering  research  about  brand 
personalities.  Also  more  recent  studies  conducted  by  d’Astous  and  Lévesque  (2003) 
suggested that besides measuring the store image where the focus is on a store’s functional 
aspects,  managers  should  also  focus  on  store’s  psychological  aspects  and  measure  store’s 



(25)personality. Furthermore, the researchers suggest that store-personality scale should be used 
 along with store-image measures and not as a replacement. In the following subsections the 
 dimensions of store personality are introduced. In addition, the aim is to explore the prior 
 research around the subject matter and in the context of Finnish grocery retailers. 


2.3.1.   The dimensions of store personality


According  to  d’Astous  and  Lévesque  (2003),  the  store  personality  helps  managers  to 
 understand how customers perceive the store on a psychological level. Furthermore, it has 
 been found that store personality has an impact on consumer store choice behaviour (Gopal 
 Das 2014). In addition, scholars have found evidence that consumer satisfaction and loyalty 
 are important consequences of store personality (Lombart and Louis 2012). All in all, these 
 findings argue that store personality is an important concept and it could be used as a way 
 to understand consumer buying behaviour as also argued by d’Astous and Lévesque (2003). 


d’Astous  and  Lévesque  (2003)  has  introduced  the  following  five  store  personality 
 dimensions:  The  first  dimension  is  enthusiasm  that  refers  to  store  characteristics  as 
 dynamic,  enthusiastic,  lively  and  welcoming.  The  second  is  sophistication  dimension 
 referring  to  store  characteristics chic,  elegant,  high  class  and  stylish.  The genuineness 
 dimension refers to store characteristics as honest, reliable, sincere and true. Whereas, the 
 solidity  dimension  refers  to  store  characteristics  as  hardy,  reputable,  solid  and  thriving. 


The final dimension is unpleasantness that refers to store characteristics such as annoying, 
 irritating,  loud  and  superficial. The  last  dimension represents  the  negative  aspects  that 
 consumers  may  associate  to  shopping  environment  and  by  this  way  the  concept  of  store 
 personality differs from Aaker’s (1997) brand personality concept, which only concentrates 
 on positive aspects of brands. 


Scholars  have  found  that  store  personality  has  a  significant  impact  on  customer  loyalty 
especially  when  a  store  carries  a  high  level  of  symbolic  meaning  (Willems  &  Swinnen 
2011).  As  found  by  Uusitalo  (2001)  grocery  stores  mainly  have  utilitarian  meaning  for 
consumers rather than symbolic, therefore, one could argue that store personality may not 
be  as  significant  for  grocery  stores.  However,  many  researchers,  also  Finnish  scholars 
Rintamäki,  Kuusela  and  Mitronen  (2007),  have  found  that  at  least  grocery  stores  are 
selected  based  on  the  social  value  (Willems  &  Swinnen  2011).  Maybe  grocery  retailers 



(26)could also express a store personality and be selected based on the psychological value it 
 brings  to  customers.  Willems  and  Swinnen  (2011)  has  argued  that  in  general  all  retailers 
 should express identity but it needs to be related to their customers needs and values.  


2.3.2.  Store personality in the context of Finnish grocery retailing 


The  Finnish  grocery  store’s  psychological  aspects  and  store  personality  has  not  been 
 studied as extensively as the functional aspects. Also grocery retailers are mainly focused 
 on  managing  the  functional  attributes  like  price,  quality  and  assortment  (Uusitalo  2001), 
 which may also reflect on the lacking academic research of store’s psychological attributes. 


However, some attitudes that Finnish consumers seem to associate on grocery shopping can 
 be  distinguished  from  the  existing  studies.  The  existing  research  in  the  area  of  Finnish 
 grocery  retailing  has  been  focused  on  subjects  such  as  consumer’s  attitudes  towards  food 
 prices (Ollila 2011), consumers’ perceptions of grocery retail formats and brands (Uusitalo 
 2001).  In  addition,  in  the  impacts  of  a  hard  discounter’s  entry  on  pricing  in  the  Finnish 
 grocery  market  (Uusitalo  and  Rökman  2007)  and  consumer  observations  on  channel 
 choices (Koistinen and Järvinen 2009) among others. Findings from these researches will 
 be briefly discussed in the next sections in order to build the groundwork for the empirical 
 part of the thesis, where a grocery store’s personality dimensions will be tested. 


According  to  Ollila’s  (2011)  empirical  research,  Finnish  consumers  hold  neutral  attitudes 
 towards  grocery  shopping.  Finnish  consumers  describe  grocery  shopping  as  a  necessary 
 routine task, and do not seek pleasurement from it. Despite this notion, Finnish consumers 
 have presented that convenient atmosphere, safeness and easiness are seen as a strength of 
 hypermarkets’  shopping  environment,  as  found  by  Koistinen  and  Järvinen  (2009). 


Furthermore, Uusitalo’s (2001) study has found that consumers are appreciating familiarity, 
 predictiveness  and  intimacy  of  small  stores,  additionally,  because  they  get  personal 
 attention to their needs.  


Thus,  one  could  argue  that,  even  though  there  is  no  clear  demand  for  pleasurement  and 
 convenience  (Ollila  2011),  consumers  appreciate  if  a  grocery  store  has  positive 
 psychological  attributes  like  familiarity  or  intimacy  (Koistinen  and  Järvinen  2009). 


Therefore,  grocery  retailers  could  benefit  and  possibly  differentiate  from  competitors  by 
utilizing  these  attributes  and  generating  pleasant  grocery  shopping  experience.  However, 



(27)for  a  hypermarket  it  can  be  more  difficult  to  achieve  intimacy  and  offer  personal  service 
 than for a small store, however, since consumers are not expecting that from the big stores, 
 as  also  argued  by  Koistinen  and  Järvinen  (2009),  it  could  work  as  a  way  to  exceed 
 consumers’ expectations. 


On  contrary,  consumers  feel  irritated  about  grocery  shopping,  especially,  when  they  are 
 forced  to  walk  through  various  departments  like  clothes  department  before  getting  to  the 
 food department. (Koistinen and Järvinen 2009.) This could be presumed that even though 
 a  large  size  of  assortment  and  selection  is  appreciated  by  some  consumers  it  may  irritate 
 others  since  it  is  resulting  that  the  layout  is  inconvenient  and  causing  too  much  walking. 


Also  store’s  big  size  can  be  seen  positively  or  negatively,  one  consumer  might  see  them 
 convenient  and  child-friendly  (Koistinen  and  Järvinen  2009),  whereas,  other  consumer 
 might associate unpleasantness and oppressiveness to hypermarkets due to the feeling, that 
 consumers are implied to buy plenty and the shopping pattern is impersonal (Uusitalo 2001: 


221). 


All in all, Finnish consumers seem to associate different psychological attributes especially 
 on  different  store  formats.  For  example,  in  smaller  stores  like  convenience  stores 
 consumers  appreciate  the  familiarity,  predictiveness,  personal  attention  and  intimacy. 


Whereas,  stores  like  hypermarkets  may  also  cause  frustration  if  the  store  layout  is  not 
 convenient.  But  besides  store  formats  are  there  differences  on  how  different  grocery 
 retailers  are  perceived  by  consumer  on  a  psychological  level?  This  will  be  tested  in  the 
 empirical part of this thesis. 


2.4. The influence of store price image on consumers’ store choice 


Before exploring the price image and it’s impact on store choice the concept of price image 
is  defined.  In  this  thesis  the  price  image  is  seen  as  “The  general  belief  about  the  overall 
level of prices that consumers associate with a particular retailer” as defined by Hamilton 
and Chernev (2013:2). The definition has been built on prior research and it diverses from 
the  conventional  view  where  a  retailer’s  price  image  is  seen  merely  as  a  function  of  its 
average level of prices. Hamilton and Chernev (2013) have argued, that consumers are not 
simply observing actual prices but relying on their perceptions of a retailer’s price-related 



(28)drivers  (like  price  policies)  also  nonprice  drivers  (like  store’s  physical  attributes). 


Therefore, this research is not only focusing on price level but the price image impact on 
 consumers’ store choice.  


Hamilton and Chernev (2013) have gathered the findings of the existing research and found 
 that  price  image  impacts  on  consumer  beliefs  and  consumer  behaviour  through  five 
 different  domains,  which  are store  choice, price  evaluations,  price  fairness and  choice 
 deferral  and purchase  quantity.  These  five  domains  and  also  findings  from  the  other 
 existing  researches  are  briefly  discussed  in  the  following  subsections.  Besides 
 understanding price image importance in grocery store choice the aim is to understand why 
 the  concept  of  price  image  is  important  before  diving  into  the  theory  of  the  price  image 
 formation.  The  following  figure  presents  the  outcomes  of  price  image  which  will  be 
 discussed next. 


Figure 2. Price image outcomes (Hamilton and Chernev 2013). 


2.4.1.  The influence of price image on consumer behaviour 


Kent  B.  Monroe  is  the  pioneer  of  studying  the  price  behaviour  and  the  observation  that 
 price has an influence on consumers’ buying behaviour is well established (Monroe 1973; 


Monroe  &  Lee  1999;  Cox,  Monroe  &  Xia  2004).  According  to  Hamilton  and  Chernev 



(29)(2013) price image influences on consumer behaviour through store choice, choice deferral 
 and  purchase  quantity.  Scholars  have  found  that  price  image  has  impact  on  consumers’ 


store choice (Hamilton and Chernev 2013) but how crucial it is in the context of a grocery 
 store?  According  to  Uusitalo  (2001)  Finnish  grocery  stores  have  met  customer’s 
 expectations  and  they  do  not  have  significant  differences  on  their  image  or  brand. 


Furthermore, Uusitalo (2001:224) has argued that Finnish grocery retailers are focused on 
 building attractive price level and use it as “a major competitive weapon”. It might be that 
 as  grocery  retailers  are  focused  on  managing  prices  also  Finnish  consumers  are  choosing 
 stores  based  on  the  store  price  image  if  they  perceive  that  there  are  no  significant 
 differences between the retailers on other level.  


Scholars  have  argued  that  especially  in  the  1990s  and  2000s  consumers  changed  more  to 
 low-price  oriented  shopping  (Nilsson  et  al.  2015a). Koistinen  and  Järvinen  (2009)  has 
 found  that  for  those  consumers  whose  primary  grocery  store  is  a  hypermarket  or  a  super 
 market  the  key  criterias  behind  the  choice  were price,  quality,  assortment and  shopping 
 environment.  On  contrary,  for  those  consumers  who  choose  a  neighbourhood  or  a 
 convenience  store  as  their  primary  store,  the  key  criteria  has  not  been  price  but  service, 
 shopping  efficiency  and  convenient  accessibility.  (Koistinen  and  Järvinen  2009.)  Thus, 
 price image impact on store choice seems to be crucial especially in case of hypermarkets 
 and supermarkets.  


Scholars have found that the impact of price image on store choice is more obvious when 
consumers  are  purchasing  expensive  items  (Grewal  and  Marmorstein  1994).  Needless  to 
say,  those  consumers  who  aim  to  consistently  save  money  prefer  low  price  image  stores 
(Burton et al. 1994). One could presume that consumers who are visiting a store for the first 
time  do  not  have  the  information  about  the  price  level,  therefore,  they  are  more  likely 
trusting on price image. The findings of the prior research argue that consumers use price 
image on store choice when the prices of specific items are not easily available (Bell and 
Lattin 1998). Also Buyukkurt (1998) research suggests that price image is more significant 
for those consumers who trust more on price image cues (like physical attributes of a store) 
rather than observe the actual information of the prices. (Hamilton and Chernev 2013.) 
Furthermore,  Lombart  et  al.  (2016)  findings  show  that  low  prices  have  a  positive  and 
significant  impact  on  consumers’  satisfaction  (Stan  2007)  and  attitude  (Stan  2007,  Zielke 



(30)2006).  Lombart  et  al.  (2016)  studied  price  image  consequences  with  the  experiment 
 conducted  under  two  conditions:  a  retailer  having  intermediate  prices  or  a  retailer  having 
 low  prices.  The  findings  of  the  study  showed  that  low  price  image  had  relationship  with 
 consumer  satisfaction  and  attitudes.  Furthermore,  neither  in  low  or  intermediate  price 
 image  condition  price  image  had  influence  on  consumers’  trust  towards  the  retailer.  The 
 study by Lombart et al. (2016) also showed that price image had a positive and significant 
 impact  on  consumers’  future  behavioural  intentions  such  as  store  patronage  intention  but 
 only  when  a  retailer  had  low  prices.  To  draw  a  conclusion  from  this  study  price  image 
 influences on consumer’s satisfaction, attitudes and future behavioural intentions but only 
 when a store has low prices. 


Price image can also have an impact on how consumers defers the choice of a specific item 
 to search the item elsewhere for better prices. In low price image store consumers are less 
 likely to defer choice than in high price image stores (Burton et al. 1994). Retailer’s price 
 image is also connected to the concept of “showrooming”. It means that high price image 
 stores are transforming into places where consumers visit to see products or to utilize the 
 upscale service but eventually purchases the products in low price image stores or online. 


Both showrooming and the deferring of the choice are appearing most likely in high price 
 image stores rather than low price image stores. (Hamilton and Chernev 2013.) 


Scholars  have  found  a  relationship  between  price  image  and  purchase  quantity: 


Consumers who are shopping in low price image stores tend to use more money per visit 
 than  in  high  price  image  stores  (Singh,  Hansen,  and  Blattberg  2006;  Van  Heerde  et  al. 


2008). Furthermore, it has been found that when a low price image store entries the market 
 the other stores often suffer losses in store visits, volume and revenue (Singh et al. 2006). 


In  addition,  low  price  image  stores  attract  consumers  who  buy  large-basket  of  goods  like 
 families. (Bell and Lattin 1998.)  


Hamilton  and  Chernev  (2013)  suggests  that  when  consumers  are  visiting  the  high  price 
image  stores  they  are  more  accurate  about  the  purchases,  therefore,  the  quantity  of 
purchased items are lower. Whereas in low price image stores, consumers are more likely 
to purchase products extensively from different categories, even if they had the intention to 
do only a refill and purchase a specific item. For instance, a consumer who comes to a store 
to  buy  a  laundry  detergent  ends  up  shopping  other  unrelated  items  because  of  the 



(31)perception of low price level. Alternatively, a consumer may be attracted by the low price 
 of a specific product and ends up purchasing the item in larger quantities for future need.  


2.4.2.  The influence of price image on consumer beliefs 


According  to  Hamilton  and  Chernev  (2013)  price  image  impact  on  consumer  beliefs 
 through  price  evaluation  and  price  fairness.  Hamilton  and  Chernev  (2013)  argues  that 
 consumers  may  encounter  the  same  price  and  evaluate  it  differently  depending  on  the 
 retailer’s price image. Prior research has illustrated two ways on how consumers evaluate 
 prices.  Some  researchers  have  found  that  consumers  evaluate  the  individual  prices  of  a 
 retailer and reflect it with their perception of a retailer’s price image (Brown and Oxenfeldt 
 1972; Nyström, Tamson, and Thams 1975). However, some researchers have presented that 
 rather than evaluating individual prices consistently with the price image, consumers adapt 
 their internal reference price to match with a retailer’s price image. This means that when 
 shopping in a high price image store consumers adjust the internal reference price higher, in 
 contrast, when shopping in a low price image store consumers adjust the internal reference 
 price lower (Berkowitz and Walton 1980; Fry and McDougall 1974; Thaler 1985).  


Also Hamilton and Chernev (2013) have argued that in a high price image store consumers 
 are  more  likely  to  evaluate  price  more  favourably  than  in  low  price  image  store.  For 
 example, if the same price of a wine bottle is encountered in a premium wine store it may 
 have more favorable judgment than in bargain wine store. This finding raises the question if 
 the low price image is always worth of aiming for. However, one needs to notice that the 
 price evaluation depends on the availability of reference price. As argued also by Hamilton 
 and Chernev (2013), when consumers do not have available reference price, they are more 
 likely  evaluating  prices  consistently  with  a  retailer’s  price  image  -  leading  to  the 
 assumptions that in low price image store’s prices are indeed low, on contrary, high price 
 image store’s prices are high. To draw a conclusion, consumers evaluate prices differently, 
 either they are blindly trusting on the price image perception or they are using a reference 
 price. Based on this one could also argue that it can be a significant asset for a retailer to 
 acknowledge which price evaluation techniques their consumers are using. 


How price image is evaluated depends also on how consumers perceive the fairness of the 
price  level  (Hamilton  and  Chernev  2013).  Price  fairness  means  how  reasonable  and 



(32)acceptable  a  retailer’s  prices  are  compared  to  equivalent  prices  of  competitors  (Campbell 
 1999). It can lead to negative consequences such as negative word of mouth if consumers 
 perceive the prices unfair. Prior research implies that unfairness may appear if consumers 
 finds  conflict  between  retailer’s  present  prices  compared  to  the  experience  with  the  past 
 prices.  For  instance,  consumers  may  become  angry  if  price  of  the  product  has  fallen 
 significantly  after  their  purchase  (Chang  &  Wang  2014).  This  could  be  interpreted  that  a 
 stable EDLP (every day low price) pricing strategy is more likely to generate the perception 
 of price fairness than a promotion-based pricing where the prices change more rapidly. In 
 addition,  Hamilton  and  Chernev  (2013)  have  suggested  that  unfairness  is  more  likely  to 
 appear if prices differ between two low price image stores than between a low price image 
 store and a high price image store.  


2.4.3.  The influence of price war on consumers behaviour 


Before summarising the findings of this chapter the case of Albert Heijn and the research of 
 price war by Van Heerde, Gijdbrechts, and Pauwels (2008) will be briefly discussed. The 
 leading  Dutch  supermarket  chain  Albert  Heijn  had  difficulties  because  of  the  economic 
 downturn but also because of the hard discounters, Aldi and Lidl, gained more popularity. 


Albert Heijn aimed to enhance the price image and decreased its price level systematically 
 and  permanently  by  lowering  the  prices  of  more  than  1000  products.  The  initiative  was 
 launched in 2003 and all national and local newspapers advertised the new price cut with 
 the headline of “From now on, your daily groceries are much less expensive”. (Van heerde 
 et  al.  2008:499.)  The  initiative  forced  competitors  to  respond  and  leaded  to  a  price  war. 


Eventually one of the competitors Edah supermarket chain went out of business as it had 
 significant losses in spending and store visits. (Van heerde et al. 2008) This Albert Heijn’s 
 initiative  is  interesting  case  as  it  is  similar  to  Finnish  leading  grocery  retailer  S-Group’s 
 initiative ”Halpuuttaminen” which was a strategic choice to cut the prices permanently in 
 specific products starting in 2015.  


Van heerde et al. (2008) investigated the consequences of the price war by analyzing data 
collected two years before and after the price war. They found that a price war between the 
grocery stores made consumer more price sensitive and also more sensitive to store price 
image. First the price war made consumers to shop and spend more, however, eventually 
the  spend  per  visit  decreased  as  consumers  were  distributing  their  shopping  across  the 



(33)stores. The results showed that the grocery retailer Albert Heijn who started the price war 
 had  improved  its  price  image  and  it  had  positive  impact  on  it’s  stock  price  and  market 
 share. But also the chains that already had positive price image in consumers’ minds, like 
 hard  discounters,  gained  benefit  from  the  price  war.  Also  in  Finland,  after  one  year  of 
 launching  the  ”Halpuutus”  -campaign  the  market  share  of  S-Group  increased  1,3  %, 
 however,  the  discounter  Lidl’s  market  share  decreased  0,3  %  during  the  same  year  (PTY 
 2016).  


The  findings  of  the  study  by  Van  heerde  et  al.  (2008)  suggest  that  when  the  price 
 competition increases the price sensitivity of consumers increases and consumers are also 
 more  sensitive  to  store  price  images  when  choosing  where  to  shop.  One  could  argue  that 
 among  Finnish  consumers,  the  sensitivity  to  prices  and  price  image  may  be  increased 
 because of the increased price competition started by S-Group’s ”Halpuutus”-campaign in 
 2015.  Especially  because  the  ”Halpuutus”-campaign  has  been  widely  advertised  and  also 
 discussed in the Finnish media, therefore, Finnish consumers have been widely exposed to 
 the discussion of prices for the past few years (HS 2016; IS 2016; Kauppalehti 2017). 


2.5. Discussion of the chapter 


To  draw  a  conclusion  of  this  chapter,  scholars  have  argued  that  store  image,  store 
 personality and price image are all influencing on grocery store choice. As described in the 
 beginning  of  this  chapter  store’s  functional  attributes  location,  service,  layout  and 
 assortment  influence  on  consumer  store  choice  and  generate  satisfaction.  In  addition, 
 scholars have argued that these store attributes are determinants of a store image. Thus, one 
 could argue that when consumers are satisfied about the store attributes it also generates a 
 positive  store  image.  Furthermore,  it  was  found  that  consumers  are  demanding  different 
 store attributes depending on consumers socio-demographic background (e.g. age, gender, 
 family  size)  and  also  the  shopping  situation  has  an  influence  (e.g.  major  shopping  versus 
 fill-in shopping). 


Besides  functional  attributes  scholars  have  found  that  consumers  associate  psychological 
attributes on stores. Moreover, they may even form store personalities on different stores, 
which again may have influence on store choice. Regarding Finnish consumers they mainly 



(34)hold  neutral  attitudes  towards  grocery  shopping  (Ollila  2011).  Nonetheless,  they  have 
 associated  some  psychological  attitudes  on  grocery  shopping  like  safeness,  intimacy  and 
 irritation and some of these attitudes are related to the personality dimensions, suggested by 
 d’Astous  and  Lévesque  (2003).  Thus,  there  is  still  lack  of  understanding  what  kind  of 
 psychological  attributes  Finnish  consumers  associate  on  grocery  stores  and  whether  these 
 hold specific store personalities on consumers minds.  


The  findings  also  suggest  that  consumers  are  already  satisfied  about  grocery  stores 
 functional  attributes  but  there  is  still  lack  of  understanding  how  grocery  stores  are 
 perceived on psychological level. For instance, when Uusitalo (2001) interviewed residents 
 of a small town of Finland she found that grocery stores had successfully created stores that 
 met  customer’s  expectations  on  a  functional  level.  However,  she  also  found  that  grocery 
 stores  are  not  providing  any  unique  hedonic  or  experiential  value  that  could  differentiate 
 the  stores  from  each  other.  Thus,  also  Uusitalo  (2001)  findings  argue  that  consumers  can 
 define  and  differentiate  stores  by  using  their  functional  attributes,  but  perhaps  grocery 
 retailers have not managed to generate feelings or emotions on a psychological level. 


Besdies store image and store personality also the concept of price image was discussed. As 
 we  found  out  price  image  may  have  a  significant  impact  on  consumers’  store  choice.  In 
 addition,  consumers’  beliefs  and  behaviour  were  found  to  have  a  relationship  with  store 
 price  image.  Scholars  have  associated  several  dimensions  to  impact  on  price  image  like 
 price  level (Alba  et  al.  1994), assortment  (Desai  and  Talukdar  2003), sales  promotion 
 (D’Andrea et al. 2006) and advertising (Feichtinger, Luhmer, and Sorger 1988,Desmet and 
 Le  Nagard  2005).  In  addition, physical  attributes  like  store’s  size  (Brown  1969),  interior 
 and exterior architecture (Zielke and Toporowski 2014). Also service has been linked with 
 price image (Brown 1969; Brown and Oxenfeldt 1972).  


As  one  can  see  there  are  many  functional  store  attributes  that  are  also  contributing  on 
forming the store image. It can be concluded that the two concepts, store image and price 
image  are  similar  and  multidimensional.  However,  the  same  store  attribute  may  cause 
different results in consumers’ perceptions of store image versus price image. For example, 
upscale service may increase the positive perception of store image, however, it may cause 
more negative price image if the price level is seen too high. 



(35)All  in  all,  there  is  lack  of  understanding  on  how  Finnish  grocery  retailers  are  associated 
 especially  on  a  psychological  level  and  whether  the  consumers  are  forming  store 
 personalities on grocery stores. In the empirical part of this thesis it will be tested whether 
 there are differences on how grocery retailers’ store attributes are perceived on a functional 
 (store image) psychological (store personality) level. In addition, the store attributes effect 
 on  consumer  satisfaction  and  store  patronage  intention  will  be  tested  (H1).  In  addition,  it 
 seems  that  functional  store  attributes  are  contributing  on  forming  both  store  image  and 
 price  image.  In  this  research  the  main  focus  is  on  investigating  whether  these  store 
 attributes  and  ”image  drivers”  has  an  effect  on  how  price  image  is  perceived  (H2).  As  it 
 was  found  also  socio-demographic  may  have  influence  on  how  stores  are  perceived, 
 therefore  consumer  characteristics  moderating  the  effects  of  price  image  on  store 
 satisfaction  and  store  patronage  intention  will  be  investigated  (H3).  The  following 
 hypotheses are presented: 


H1  Consumers’ perception of store attributes has an effect on consumers’ satisfaction and 
 store patronage intention. 


H2   Consumers’  perception  of store  attributes  has  an  effect  on  how  store  price  image  is 
 perceived. 


H3  Consumer characteristics moderate the effect of price image on store satisfaction and 
store patronage intention. 



(36)3. DRIVERS OF PRICE IMAGE FORMATION        


As the previous chapter points out the price factors are influencing on satisfaction and on 
 consumers’  choice  of  a  grocery  store.  Furthermore,  this  chapter  aims  to  create 
 understanding of price image in retailing by utilizing framework created by Hamilton and 
 Chernev  (2013).  By  exploiting  the  framework  it  is  possible  to  conduct  the  survey 
 questionnaire  for  the  empirical  part  of  the  research  and  observe  the  research  question 
 comprehensively.  


  


3.1. Framework of price image formation  


Hamilton and Chernev (2013) have studied the academic discussion around the concept of  
price image and based on the findings conducted a framework that will be utilized in this 
chapter. The framework is conducted in retail context and it presents two drivers of price 
image  formation: price-related  drivers and  nonprice  drivers. These  two  drivers  are  also 
introduced  as  ”price  image  cues”  and  these  are  retailer-based  drivers  as  retailers  can 
directly  influence  these  factors.  In  addition,  the  scholars  present  consumer-based  drivers 
which retailers can not control. Besides utilizing the framework conducted by Hamilton and 
Chernev  (2013)  also  other  and  more  recent  findings  will  be  introduced.  The  figure  2 
illustrates the framework of this chapter in addition to the price image outcomes presented 
in the previous chapter. 



(37)Figure 3. Price image formation framework (Hamilton and Chernev 2013). 


3.2. Price-related drivers 


Hamilton  and  Chernev’s  (2013)  have  identified  five  different  price-related  drivers  (see 
figure 3) which contribute on price image formation: average price level, price dynamics, 
dispersion  of  prices,  pricing  policies, and  price-based  communication.  These  five  drivers 
are discussed in more detail in the following subsections. 
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