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INTRODUCTION

Although it is possible to easily access and comgmices of individual products through developmiant
mobile internet, due to limitation of the accessibiformation and overwhelmed comparisons, conssirtesnds to
make a purchase decision depending on the overplieission of the retailer's price rather than ecegrof individual
products (Hamilton and Chernev 2013). Since exgssiudies explain that price-related factors are afinseveral sub-
dimensions of store image, there is limitation eScribing how price image strategies of retailergehan impact on
the consumer behavior. In addition, the conventioviadom related to price research suggests tmaestonsumers
cannot recall most of the prices correctly (Vankuwsmid Dréze 2002), they choose and visit any estaibre based o
the knowledge of prices, the recall for price imhation including reference prices (Estelami andvVzeyer 2004). To
overcome this kind of limitation for the informatigprocessing, some researchers have distinguisitacen objective
product price and perceived price encoded andpreged by the consumer. Since such a price havmpact on the
formation of price related image (Zeithaml 1988glke 2006), the formed price-related image may raveffect on
both the consumer belief and behavior. Howevesetgudies have focused on product price rather dharetailer’s

price image.

To explain how price image strategies of retailemse an impact on the consumer behavior, in thidyst
using the framework of perception - emotion — bédraperspective based on expectancy value the@yexplain the
effect of retailer’s price image on price fairnessnsumer satisfaction and loyalty, focusing onrtationship between|
the retailer's price image and price fairness corsperceived.
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CONCEPTUAL UNDERPINNINGS AND HYPOTHESES DEVELOPMENT

The Impact of Retailer’s Price Image on Price Fairess

Because price images do not change well, when fobrafiect the fairness of consumers, the perceie@tidss
affects to keep holding consumers (Chebat and &ingls 2005), and price fairness can be an impbansequence of
price image. The price fairness reflects the degoewhich consumers assess that, the retailerteprare reasonable,
acceptable, or justifiable relative to the pricssciompetitors charge(Campbell 1999), and the pnizgge could be one of
important factors for price fairness. From pricggarch (Bolton, Warlop, and Alba 2003), we can ymipéht in a store with
a low price image consumers would be less likelpagerceived unfair than in a store with a highepimage which led
them to expect a higher price in advance. Moreoseme studies like Hamilton and Chernev (2013) Zieike (2006)
indicated that, because retailers with a highecepiimage are more likely to charge higher pricdative to the
competition, consumers are likely to perceive thmices as unfair because they are not on par thidse of the
competition. Thus,

H1: Retailer’s price image (PI) will have a negatingact on perceived price fairness of consumer.(PF)

In the retailing, research related to fit is maifdgused on the fit of relationships between tHé@ngruity and
retailer image, or core brands and brand extensibas example, categorization process, which cansit from the
assessment of core brand to the extended branisyoeur when the perceived similarity between twoee brand and
brand extension is higher (Boush and Loken 1991gKand Aaker 1992). Similarly, the categorizatfmocess, as means
of evaluating the retailer's price image, will ocethen the perceived fit between the price images@nted by a retailer
and the price image consumer perceived is highweat &, the higher perceived fit is, the more aisgmns linked with
retailer’s price image become to be related to@ations linked with fairness. Therefore, we prapdsat retailer’s price
image affects consumers to perceive retailer’sepfarness and the fit between a retailer’s privage and actual list

prices in the retailer moderate the influence afeen retailer’s price image and price fairnessisTh

Hmoa: The fit of price image have moderate effect datrenship between retailer’s price image (PIl) amite

fairness (PF).
The Impact of Price Fairness on Consumer Satisfach and Loyalty

Xia, Monroe and Cox (2004) has argued that thegpeien of price fairness affect the evaluationha tonsumer
satisfaction and the product evaluation. Otheraesers (Campbell 1999; Herrmann, Xia, Monroe, bluder 2007;
Oliver and Swan 1989) has identified that unfaicemperception has effect on consumer satisfacparghase intention,

or complaining behavior. Thus,

H2: Consumer perceptions of price fairness for aleztéPF) will have a positive impact on consumatigaction
().

Prior research has identified that trust is a nesigsantecedent of loyalty. That is, fairness isatecedent of trust
(Buttle and Burton 2002) and trust is an anteceaérbyalty (Morgan and Hunt 1994), therefore, f@iss can be an
antecedent of loyalty. The reason why fairnesmigartant is because; the breaking of trust cowdd ke the dissolution of
the relationship between consumers and a firm ¢éShthukh, Singh and Sabol 2002). Therefore, consunméght

recognize and believe that the retailer has brakerimplicit trust of the relationship alone whémy are aware that the
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retailer is engaging in unfair to them. Thus,

H3: Consumer perceptions of price fairness for alegtéPF) will have a positive impact on retaileldyalty.

H3-1: Consumer perceptions of price fairness for ailestdPF) will have a positive impact on repurchase
intentions (R).

H3-2: Consumer perceptions of price fairness for aleztéPF) will have a positive impact on word of utb (W).

The Impact of Consumer Satisfaction on and Loyalty

So many researchers (Campbell 1999; Herrmann @08I7; Oliver and Swan 1989; Seiders, Voss, Gramdl
Godfrey 2005) related to consumer behavior havatifiled that, when a consumer feel the satisfactibthe purchase,
such a satisfaction on post-purchase have influenceyalty such as repurchase intention, word-ofith behavior and
complaints, and switching behavior. One of repregare consequences for consumer satisfaction @eamepurchase
intention. Many empirical studies tested the reladhip between consumer satisfaction and repurchekavior have
shown that repurchase behavior such as visitingdpurchase and repurchase spending has no sagriifielationship
with consumer satisfaction, but repurchase intantias a positive impact on consumer satisfactiotéMand Kamakura
2001). In addition, word of mouth having great @tien as an alternative measure of loyalty so tar be divided into
positive and negative effect. That is, higher comsusatisfaction can lead to a positive word-of-thpor high consumer

dissatisfaction a negative complaining behaviordérson, Fornell, and Mazvancheryl 2004; Kumar €2@13). Thus,
H4: Consumer satisfaction (S) will have a positivgpauat on retailer’s loyalty
H4-1: Consumer satisfaction (S) will have a positivepatt on repurchase intentions (R).

H4-2: Consumer satisfaction (S) will have a positivgpaat on word of mouth (W).

Repurchase
Intentions

Fit Group | Unfit Group

Price Image Fit

Retailer’s Price
Fairness

Retailer’s
Price Image

Consumer
Satisfaction

Figure 1: Research Model
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EMPIRICAL ANALYSIS AND RESULTS

Data and Variables

To test the hypotheses proposed above, we collégt@erson to person survey and web survey afttestr. Our
research subjects were consumers in Korea who héghst one time vegetable purchase experiencedceges. The
respondents were asked to fill out the questioenair paper or website. The main survey had 68lorsgs (Response
rate = 34.1%). A total of 14 were invalid, incomel®r gave the same rating for all items; theseevediminated, and thus
667 questionnaires were retained for analysis. Reaphically, 51% of the respondents were men; 41viéte aged
between 20 and 29; and 28.8% were aged betweend38% and 22.3% were aged between 40 and 49.\Napepercent
of the respondents’ education was at the institoti¥ge level or above. 37.3% of the respondente waidents, 37.3% of
the respondents were housekeepers and 38.2% wealeyemh. Approximately 72% of the respondents’ mbntiouse
income was over $4,000. The recent place for buyeggetable were convenience store (22.3%), depattstere (18.1%),
Korean traditional farmer’s market (11.1%), mar2.@®o), online-store (3.0%), and others (3.4%). itdms among the
constructs were tested against demographic cor(agks, gender, level of education and occupatisijguStudent’s t-test
or ANOVA. The mean scores of the items were aligngicant (p > 0.05), but, the mean scores of iteens for price

image fit-unfit group was significant (p < 0.05)dicating the validity of analyzing the data as voups.

Table 1: Summary of Measurement Scale

Item Measure e T-Value CR AVE
Estimate
P11 The prices are generally very low here 0.80 -
P12 The price level is very high here 0.85 24.85
P13 You can buy cheap groceries here 0.87 25.32 0.89 0.89
P14 The prices are cheaper here than in othe 0.80 22 89
stores
PF1 The prices are understandable here 0.83 -
PF2 The prices are acceptable here 0.86 26.71 0.88 0.88
PF3 The prices are justifiable here 0.84 25.76 ’
PF4 The prices are reasonable here 0.82 24.65
s1 Ihzg completely satisfied with shopping 0.73 )
Sz Shopping here is a delightful experier 0.8C 19.04
s3 I am satified with my decisiorto visit this 0.78 18.61 0.78 0.78
retailer
sS4 lc\)/lnyechmce to visit this retailer was a wi 0.70 16.81
R1 I have intentions to buy here again. 0.79 -
R2 Do business with this store in the future? 0.73 18.74
Would you repurchase here, if you had to 0.80 0.80
R3 you rep Y 0.75 19.20
buy again?
W1 | will say positive things about this store tp 0.74 )
other people
W2 Imwn;g?/(i;:emmend it to someone who set 0.82 20.43
I v)v/ill encourage friends and relatives 0.80 0.80
w3 Wit et 9 0.80 20.09
visit this store
w4 How likely are you to recommend this store 0.78 19.57
to others?

Note:t-value is significant gb<0.05 when thé-value exceeds 1.96.
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Analysis of the Measurement Model

We first developed the measurement model by comtucionfirmatory factor analysis. The structuraliation
model was then estimated for hypotheses testing.fial measurement model with purified items yélda chi-square
value of 667 with 142 degrees of freedopn=0.00) and the ratio of chi-square to degreefreddom ¢2/df = 3.33).
However, the other indices satisfied the recommeénaddéues (GFI = 0.929, AGFI = 0.904, CFIl = 0.95&IN 0.941, and
RMSEA = 0.05). With the final measurement modetheeonstruct also was evaluated by examining ttieator loading,
construct reliability, convergent validity, and cisninant validity. Table 1 is demonstrating adelqueonvergent validity.
Lastly, discriminant validity was tested. AVEs @fob paired construct are greater than paired aanstorrelation except

the relationship between repurchase intentionsaard of mouth.
Hypotheses Testing Results

Table 2 summarizes the empirical results of thacstiral equation model to test hypotheses. As yeei sl

hypotheses are supported.

Table 2: The Results of the Structural Equation Moe|

Hypothesized Relationship Parameter [Std. Estimatg T-Value Conclusion
H1 Price image— Price fairnes Y11 - 0.6€ -15.9C Supporte:
H2 Price fairness» Consumer Satisfaction P 0.58 12.50 Supported
H3-1 Price fairnes— Repurchasintention: B2z 0.27 5.8¢€ Supporte:
H3-2 Price fairness> WOM Pz 0.31 6.62 Supported
Ha.q | Consume  Satisfactio—  Repurchas o 0.60 10.91 Supported
Intentions
H4-2 Consumer Satisfactiech WOM P32 0.47 8.88 Supported

Model fit index:y%146=760.56y%/df =5.21, GFI=0.90, AGFI=0.86, CFI=0.92, NFI=0,.RESEA=0.08
Note: t-value is significant gv<0.05 when thé-value exceeds 1.96.

We used a multi-group analysis to test the modegagffect of price image fit. Respondents weret spio fit and
unfit groups based on their perceptions of pricagefit (performing a median-split). A structurabde! linking price
image with price fairness was constrained to femgeal loading between the fit and unfit price imggeups. A chi-square
difference test was then conducted between thepgrowo identify whether their paths were signifidgrdifferent. As
shown in <Table 3>, the chi-square difference waa81 (p < 0.001) for the price image — price fagénk, exceeding the
critical value of 3.8 for one degree of freedom. prbposed a positive moderating effect of price gendit on the

relationship between price image and price fairness

Table 3: Chi-Square Difference Test between Fit antnfit Price Image Group

Fit Group Unfit Group
_ S.td' T-Value Std. Estimate T-Value
Estimate
Price imag—Price fairnes -0.82 -14.4C - 0.4€ -7.97
Y202=923.82,32/df =3.16, GFI1=0.87, AGFI=0.84, CFI=0.92, NFI=0,.RESEA=0.0!
. Constrained Unconstrained 2
Model Fit Index Model Model Ay
x (d.f) 939.33(293 923.82(292 15.51
GFI 0.87 0.87
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Table 3: Contd.,
AGFI 0.8¢ 0.84
CFI 0.9z 0.92
RMSEA 0.0t 0.0t

Note:t-value is significant gb<0.05 when thé-value exceeds 1.96.

DISCUSSIONS

Practical Implications

Practically, one of the strategic practices thedtailer's managers can take to develop and maittai loyalty of
their consumers is that among consumers the retailebe perceived to be fair, and one of the waygperceived to be
fair is taking a low price image strategy. In aduit research on the moderating effect betweeregritage and price
fairness found that lower price image only doetseid to higher price fairness. That is, the anotiy to be perceived
more fair for retailers is taking the pricing sty that fit between lower price image and the @gtuices of products in
the image. The results of this study also showed tiot only important to maintain a low price imadges retailers
maintain, but presenting the actual list price consrs expect in retailers with low price image dobhve a stronger
impact on price fairness, and further increasectigomer satisfaction. Contrary, it is empiricadlyown that if retailers
with higher price image will take strategic pricigfoice inconsistent with their higher image, prisgdairness can be

reduced by a large margin, and then result in lave@isumer dissatisfaction.
Theoretical Implications

Theoretically, we showed that price image whictegiter is communicating to consumers have an itnpac
consumer behavior through price fairness and custaatisfaction. That is, using the framework afcpetion - emotion —
behavior perspective based on expectancy valueyhee empirically identified the effect of retaile price image on
price fairness, consumer satisfaction and loyédtgtising on the relationship between the retailerise image and price
fairness consumer perceived. This kind of explamatiould be theoretical basis for strategic pricgetection of retailers,
which existing studies related to store image cotikeixplain. The result is the same as the findihylittal and Kamakura
(2001) indicating that consumer satisfaction hapesitive effect on repurchase intention, and tigerments of Anderson,
Fornell and Mazvancheryl (2004) and Kumar et a01®) studies demonstrating that while high custosagisfaction can
leads to positive word-of-mouth, high consumer atisaction can produce a negative complaining biehaMoreover,

the result of this study also is in line with thenceptual research like Hamilton and Chernev (2@b8) Xia et al. (2004)
CONCLUSIONS

The retailer’s price image on price fairness isatedl to consumer behavior leading to satisfactiod kyalty. The
representative consequence of consumer satisfagdiofe repurchasing intention, which has positiygact on consumer
satisfaction. The consumers perceive a retailen loiv price image as fairer than other retailerev@ttheless, more fair
the consumers perceive, the more they are satiafidchigher will be the repurchase intention anlolipity through word

of mouth. Hence, there is need for at least moderdhtionship between the dealer’s price imagethagbrice fairness.
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