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IN-STORE VISUAL MERCHANDISING AND SHOPPER BEHAVIOUR: AN EMPIRICAL STUDY OF SHOPPERS AT
SELECT RETAIL STORES IN THE CITY OF HYDERABAD

M HIMABINDU
ASSOCIATE PROFESSOR
AMJAD ALl KHAN COLLEGE OF BUSINESS ADMINISTRATION
OSMANIA UNIVERSITY
HYDERABAD

Dr. K. MALLIKARJUNA REDDY
PROFESSOR
UNIVERSITY COLLEGE OF COMMERCE & BUSINESS MANAGEMENT
OSMANIA UNIVERSITY
HYDERABAD

ABSTRACT

Visual merchandising (VM) has an influence on retail consumer behaviour. In this study an attempt has been made to explore the specific relation between In-store
Visual Merchandising variables (store atmospherics, store layout, shelf/merchandise display, signage and graphics and social factors) and shopper behaviour vari-
ables (purchase and repurchase intention, customer satisfaction, patronage and store loyalty). A structured questionnaire was prepared consisting of scales meas-
uring the said variables on a 5-point Likert scale ranging from 5 (Strongly Agree) to 1(Strongly Disagree). Complete responses were obtained from 100 respondents.
The data was analysed in SPSS. Cronbach Alpha and inter item correlations were calculated for ascertaining the reliability of the scales. Correlation and regression
were done to test the hypotheses of the study. Results show that Shelf/Merchandise display is a significant determinant of shopper behaviour followed by store
atmosphere and signage and graphics. Incidentally, contribution of store layout and social factors to shopper behaviour is not statistically significant.

KEYWORDS

visual merchandising, shopper behaviour, store atmosphere, store layout, signage & graphics, shelf/merchandise display.

JEL CODE
M31

INTRODUCTION
ndian retail sector is undergoing a sea change. With the relaxation of FDI policies many foreign retail firms have set up and are planning to set up their
3‘ businesses in India. More and more new players are entering the sector thus increasing the intensity of competition in the sector. On the other side there
has been a phenomenal change in the demographics of retail consumers or shoppers. They are more aware and knowledgeable and have raised the bar for
the retailers vying for their share of wallet. Current day retailers are under tremendous pressure to attract to the store as many footfalls as possible and convert
them into shoppers. Visual merchandising (VM) serves as an effective marketing tool for the retailers to increase their appeal to the shoppers. Effective Visual
merchandising attracts more customers to the store, makes them stay longer, browse more and ultimately buy more.
This study is undertaken to understand the association between In-store VM elements and shopper behaviour.

REVIEW OF LITERATURE

Visual Merchandising (VM) and Consumer/Shopper Behaviour

“Visual merchandising, briefly defined, is the presentation of a store and its merchandise in ways that will attract the attention of potential customers and motivate
them to make purchases”(Diamond, 2007). Visual merchandising includes everything that is visible to the customer while approaching and entering a retail store.
VM denotes display of products in a way so as to raise the interest and desire of retail consumers. It includes creation of window and floor displays using sample
goods, fixtures, decorations, etc.(Newman & Cullen, 2007).

Kotler emphasises that buying behaviour study includes understanding how consumers select, buy and dispose of goods, services, ideas or experiences in order
to satisfy their needs and wants (Kotler & Keller, 2006). Consumer behaviour is the method individual human beings follow in buying and using products and
services for their need satisfaction (Khaniwale, 2015).While consumers are the users of a product, shoppers are the ones who do the actual buying for them.
“Shopper has to solve a composite riddle consisting of products, brands, retail stores, their locations, and/or channel combinations which together satisfy a buyer’s
needs” (Jones, 2013).Visual merchandising has a significant influence on buying behaviour(Arjun, 2014)(Tabassum & Khan, 2015)(Wanniachchi & Kumara,
2016).Consumer buying behaviour is directly linked with elements of Visual merchandising such as window display, cleanliness, store environment and sign-
age(Kaur, 2013). Many researchers have established that Visual merchandising influences consumer impulse buying behaviour(Saini, 2015)(Md Wasiul Karim &
Ulfy, 2020).The atmosphere in which a customer shops greatly influences his/her purchasing decision. A poor store layout, for instance, may cause psychic costs
to the customer resulting in the customer not wanting to revisit the store as overall shopping pleasure is reduced (Baker, Parasuraman, Grewal, & Voss, 2002).
Elements of VM

VM has visual-sight, aural-hearing, olfactory-smell and tactile-touch dimensions (McGoldrick, 2002). Store front, store interior, store layout and interior display
are the elements of VM (Marketing Essentials, 2012). Broadly, exterior design and interior signs are the two elements of VM with many sub-elements (Wanniachchi
& Kumara, 2016).
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FIGURE 1: ELEMENTS OF VISUAL MERCHANDISING

Visual Merchandising Variables

Exterior Design Interior Signs

Manequins, Colour, Lighting, Cleanliness, Music,
e |nterior Sign, Space & layout, Creative Display
and Fragrances

-Window Display

Source: Secondary data (Wanniachchi & Kumara, 2016)

Store atmospherics are the physical characteristics of retail space well under the control of the retailer which lure customers to come into the store. They are the
“store's physical characteristics that are used to develop the retail unit image and draw customers”. Retail store environment creates an ‘experience’ for the
shoppers that affects their buying behaviour (Moye & Kincade, 2002). Music, colour, scent, floor design, cleanliness, decorations, and lighting are the important
aspects of retail store atmospherics. A well-planned store layout yields optimum return on retail floor space. Grid layout, race track layout and free-form layout
are the basic layout forms which retailers modify to suit their specific requirements. A planogram is a useful tool that helps create visual description of selling
space, product display space, personnel space, checkout counters and customers. Layout and design of a retail store are aspects which retailer should pay attention
to as they significantly affect the time consumers spend in the store (Donovan, Rossiter, Marcoolyn, & Nesdale, 1994) and consumer purchase behaviour (Levy &
Weitz, 2004).Shelf/Merchandise display should be visually appealing. Customers should have easy access to the displayed merchandise. Manner of display should
create more cross selling opportunities for the retailer. Also changing displays will create interest in the same product for regular customers due to display novelty.
Signage and graphics are elements of VM that bring about wonderful sales results for the retailer. Signage varies from a simple shelf tag to big boards giving
directions to customers or giving company related information. Creative use of signage helps in customers seeking out slow moving and non-moving items in the
retail store (Swoboda, 2007).Strategically placed signages in bold colour and font grab customers’ attention and increase the item’s prospects of further inspection
by them(Keige, 2010).Despite the popularity of self-service format retailing, people still prefer service from retail store. Social factors — other customers and sales
people(Daunt & Harris, 2012) play a crucial role in retail selling process. Customers look forward to feel-good experience while buying retail products and such
feelings are delivered by the retail sales personnel(Tyreman & Walton, 1998).Interaction with salespeople will engage the shoppers in the store for longer time
periods and thereby lead to purchase. (Zhang X. S., 2013). Sales people’s physical appearance and communication aspects like how they smile and greet people
walking into a retail store have an effect on shopper experiences and any such poor experience will disappoint the customers and terminate the retail transaction.
Shopper behaviour

Purchases at a retail store are determined by its environment and the emotional state of the customer(Sherman & Smith, 1997). VM induces shoppers to take
spontaneous/instant purchase decisions in the retail store(Kumar, 2018). Repurchase intention is the customer’s willingness to purchase from the same seller
again. Shoppers’ emotional states like pleasure, arousal, enjoyment, etc influence both purchase and repurchase intentions (Hogg & Penz, 2008)(Sherman & Smith,
1997).VM promotes curiosity in merchandise, encourages buying and strengthens customer satisfaction(Marketing Essentials, 2012).Customer satisfaction has a
strong positive relationship with store patronage (Terblanche, 2018).According to AMA (American Marketing Association), ‘patronage is the motive that drives a
customer to a specific outlet/retailer/service provider” and has two dimensions — store choice and frequency of visit (Pan & Zinkhan, 2006). Store loyalty is cus-
tomers’ commitment to a particular firm (Oliver R., 1999)not being affected by influences to switch to other firms(Oliver R., 1997) and to repurchase again and
again in future (Zhang J. B., 2008).A study done on shopper loyalty in Indian retail sector confirmed that customer satisfaction drives store loyalty and that satis-
faction comes mainly from the store environment and customers’ perceived value. Perceived value is in turn influenced by product assortment offered by the
retailer(Monica Grasso, 2018).

NEED/IMPORTANCE OF THE STUDY

Indian retail firms are now facing cut throat competition from domestic players as well as international players. The need to attract and make the retail store more
appealing to the customers has become all the more imperative. Retail level promotions give impelling cues that strongly influence shopper behaviour. Visual
merchandising is one such promotional tool in the hands of the retailers to persuade shoppers by influencing their senses at conscious and sub-conscious level.
The current study brings to light the impact of visual merchandising on shopper behaviour through empirical analysis. Findings of the study provide important
inputs to retailers in framing appropriate strategies for attracting the shoppers and retaining them foe longer time in the retail stores.

STATEMENT OF THE PROBLEM

Secondary data analysis has led to these research questions - What are the important visual merchandising variables? What impact do they have on behaviour of
shoppers at retail store? What is the degree of association between visual merchandising and shopper behaviour? Thus, the identified research problem is stated
as follows:

“To what extent are visual merchandising and shopper behaviour associated with each other?”

OBJECTIVES OF THE STUDY

The objectives of the study are as per following:

1.  Analyse the relationship that exists between In-store VM and shopper behaviour; &
2. Bring to light the extent of association between In-store VM and shopper behaviour.
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HYPOTHESES OF THE STUDY

. Ho: There is no significant correlation between In-store VM and shopper behaviour.
Hi: There is significant correlation between In-store VM and shopper behaviour.

. Ho: There is no significant impact of In-store VM on shopper behaviour.

Hi: There is significant impact of In-store VM on shopper behaviour.

RESEARCH METHODOLOGY

For the purpose of the study a structured questionnaire was prepared based on several standardized scales. The scales have items that measure perception of
retail customers about the chosen in-store VM variables - store atmospherics, store layout, shelf/merchandise display, signage and graphics and social factors and
shopper behaviour variables — purchase and repurchase intention, customer satisfaction, patronage and store loyalty. Likert scale of 5-4-3-2-1 has been used with
5 denoting ‘Strongly Agree’ and 1 denoting “Strongly Disagree’. Out of 130 questionnaires administered at select retail outlets following convenience sampling
technique, fully filled responses were obtained from 100 respondents. Others had to be discarded due to non-response.

DATA ANALYSIS

The data so obtained was analysed using SPSS. Respondents’ demographic profile and shopping profile are tabulated. Reliability of the scales is ascertained. For
this purpose, Cronbach alpha and the descriptive statistics of the scales are calculated. Inter item correlations have been computed. For analysing the hypotheses
set for the study correlation is computed and then regression analysis has been carried out. Results of the analyses are presented in the following section.

RESULTS AND DISCUSSION

Profile of 100 respondents who have fully answered the survey are presented below:

TABLE 1: RESPONDENTS’ DEMOGRAPHIC PROFILE

Count

Gender  Male Age 21-30 a3
31-40 3

41-50 3

Above 50 2

Tatal 30

Female  Age 21-30 42
31-40 18

41-50 7

Above 50 3

Total 70

Total Age 21-30 64
31-40 21

41-50 10

Above 50 5

Tatal 100

Source: Primary data analysis

TABLE 2: RESPONDENTS’ SHOPPING PROFILE

Billfrip
Fs.3000 to
Less than Rs. Less than Rs. Rs.5000 and
3000 Subtotal 5000 ahove Total
Count Count Count Count Count
WisitFreq  ©nce in a manth 14 14 7 4 25
Less frequently than once 25 25 18 11 54
in a month
Maore frequently than once 11 11 7 3 21
in a month
Total a0 a0 32 18 100

Source: Primary data analysis
The following table shows Reliability Analysis for the scales employed in this study.
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TABLE 3: CRONBACH ALPHA AND DESCRIPTIVE STATISTICS OF SCALES USED FOR THE STUDY

Scale Cronbach Alpha | Scale Statistics
Mean Variance Std. Deviation N of Items

Store Atmospherics 921 115.11 379.877 19.490 33
Store Layout .898 39.58 66.933 8.181 11
Shelf/Merchandise Display | .897 30.97 30.332 5.507 8
Signage & Graphics .702 14.79 7.925 2.815 4
Social Factors .890 21.50 22.051 4.696 6
Purchase & Repurchase 757 19.64 10.920 3.304 5
Customer Satisfaction .929 23.87 17.973 4.239 6
Patronage .824 12.03 4.696 2.167 3
Store Loyalty .867 19.22 13.123 3.623 5

Source: Primary data analysis

It may be observed that all the scales yielded a Cronbach Alpha value of 0.7 or more which is considered ‘Good’ and ‘Excellent’. Inter item correlations are a
measure of consistency of different questions measuring the same construct. Inter item correlations among the in-store VM variables are presented in the follow-
ing table.

TABLE 4: INTER ITEM CORRELATIONS OF IN-STORE VISUAL MERCHANDISING VARIABLES

Correlations

StoreAtmosp SignageAndG  ShelfMerchan
here StoreLayout raphics dizseDisplay SocialFactors
Spearman's rho  StoreAtmosphere Correlation Coefficient 1.000 851" &73 5347 458"
Sig. (2-tailed) . 000 .000 .000 000
N 100 100 100 100 100
StoreLayout Correlation Coeflicient 6517 1.000 548" 695 &797
Sig. (2-tailed) .000 . .000 .000 000
N 100 100 100 100 100
SignageAndGraphics Correlation Coeflicient 5737 549" 1.000 6647 &017
Sig. (2-tailed) .000 .000 . .000 .000
N 100 100 100 100 100
ShelfMerchandiseDisplay  Correlation Coefficient 5347 695 6647 1.000 6207
Sig. (2-tailed) .000 .000 .000 . .000
N 100 100 100 100 100
SocialF actors Correlation Coeflicient 455" 579" 5017 6207 1.000
Sig. (2-tailed) .000 .000 .000 .000 .
N 100 100 100 100 100

** Correlation is significant at the 0.01 level (2-tailed).

Source: Primary data analysis
Inter item correlations among the Shopper Behaviour variables are presented in the following table.

TABLE 5: INTER ITEM CORRELATIONS OF SHOPPER BEHAVIOUR VARIABLES

Correlations
FurcaseRepu CustomerSati
rchase StoreLoyalty sfaction Patronage
Spearman's rho  PurcaseRepurchase Correlation Coefficient 1.000 98" 735" T67
Sig. (2-tailed) . 000 000 .00o
M 100 100 100 100
StoreLoyalty Correlation Coefficient 698" 1.000 806 6747
Sig. (2-tailed) 000 . 000 .00o
M 100 100 100 100
CustomerSatisfaction  Correlation Coefficient 735 806 1.000 T16
Sig. (2-tailed) 000 000 . .00o
M 100 100 100 100
Patronage Correlation Cosflicient 767 6747 T8 1.000
Sig. (2-tailed) 000 000 000
I 100 100 100 100

** Correlation is significant atthe 0.01 level (2-tailed).

Source: Primary data analysis
It is observed from the above two tables that the inter item correlations of the study variables are significant. This establishes the reliability and consistency of the
current research scales.
The following table shows correlation between in-store visual merchandising and shopper behaviour.
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TABLE 6: CORRELATION BETWEEN IN-STORE VISUAL MERCHANDISING AND SHOPPER BEHAVIOUR

Correlations

ShopperBeha

W viawr
Spearman'srho WM Carrelation Coefficient 1.000 660
Sig, (2-tailed) : 000
I 100 . 100
ShopperBehaviour  Cotrelation Cosficient 660" 1.000
Sig. (2-tailed) .oon .
M - 100 100-

** Correlation is significant atthe 0.01 level (2-tailed).

Source: Primary data analysis
Since the correlation is significant, the hypothesis that there is significant correlation between In-store VM and shopper behaviour is accepted.
Having established that there is relation between in-store VM and shopper behaviour, further analysis was done to understand the significant contribution of
various in-store VM variables to shopper behaviour.

TABLE 7: REGRESSION ANALYSIS OF SHOPPER BEHAVIOUR AND IN-STORE VISUAL MERCHANDISING VARIABLES

Model Summary

Adjusted R Std. Error of
Maiel R R Square Square the Estimate

1 8124 660 642 38377

a. Predictors: (Constant), SocialFactors,
SignageAndGraphics, StoreLayout, StoreAtmosphere,
ShelfMerchandiseDisplay

ANOVA®
Sum of
Maodal Squares df Mean Square F Sig.
1 Fegression 26.860 ] 5372 36.475 .oon®
Fesidual 13.844 94 A47
Total 40.704 99

a. Dependent Variable: ShopperBehaviour

b. Predictors: (Constant), SocialFactors, SignagefndGraphics, StorelLayout,
StoreAtmosphere, ShelfMerchandiseDisplay

Coefficients”
Standardized
Unstandardized Coefficients Coefficients
Moadel B Std. Errar Beta 1 5ig.

1 (Constant) B4T 260 2487 015
StoreAtmosphere 212 .0&3 85 2.291 024
Storel ayout 044 082 051 542 588
SignageAndGraphics :155 . .D?.Q 181 2093 038
ShelfMerchandiseDisplay A86 . 084 533 5.263 .000
SocialFactars -.040 .0E2 -.0449 - 646 520

a. Dependent Variahle: ShopperBehaviour

Source: Primary data analysis
R-squared value of 0.66 is generally considered a ‘Moderate effect size’ (Moore & Flinger, 2013). It is evident from the ANOVA table (p < 0.05) that the group of
independent variables reliably predict the dependent variable. Hence, the hypothesis that there is significant impact of In-store VM on shopper behaviour is ac-
cepted. p value is less than 0.05 for three variables — store atmosphere, signage and graphics and shelf/merchandise display. Hence, these three variables signifi-
cantly predict the outcome variable. Shelf/Merchandise display is a significant determinant (.533) followed by store atmosphere (.195) and signage and graphics
(.181). The other two variables store layout and social factors show a p value of more than 0.05. Store layout (0.082) and social factors (-0.49) do not make
statistically significant contribution to the dependent variable.
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FINDINGS

Findings of primary data analysis are summarised below:

Majority is the respondents of the current study are female. Majority of them belong to the age group of 21-30 years. All the scales used in the survey instrument
have Cronbach Alpha value of 0.7 or more. Inter item correlations of the items used in the scales are significant. There is significant correlation between In-store
VM and shopper behaviour. There is significant impact of In-store VM on shopper behaviour. Shelf/Merchandise display, store atmosphere and signage and
graphics are significant predictors of shopper behaviour while store layout and social factors do have a significant impact on shopper behaviour.

CONCLUSION

Empirical results of the current study emphasized yet again, that visual merchandising elements are significant determinants of shopper behaviour. Shelf/mer-
chandise display relates to location and placement of items in a retail store. Given the fact that majority of the purchase decisions happen at the point of purchase
(East & Williamson, 2003)(Clark, 2008), the importance of shelf/merchandise display cannot be over emphasized. Efficient merchandise displays engage the cus-
tomers and make them more involved in the shopping experience. Store atmospherics include aspects related to music, colour, lighting, decorations and scent.
All these aspects influence emotional state of the retail customers (Litchtle & Plichon, 2005). With customers increasingly seeking sensory gratification while
shopping, atmospheric factors are gaining prominence in retailers’ endeavour to increase customer appeal. Signage and graphics increase visual attention (Jesper
Clement & Forsberg, 2015). Well displayed signage affects consumer spending behaviour (The Importance of Good Signage in a Retail Environment, 2017).

RECOMMENDATIONS/SUGGESTIONS

Based on the outcomes of the current study the following recommendations are made for improving the effectiveness of retail businesses:

Arrangement and display of merchandise in retail shelves calls for special attention of the retailers. There is no one correct or incorrect manner of merchandise
display that works all the time for all the shoppers. Retailers need to choose time, occasion and customer specific displays after analysing the effect of various
ways of merchandise display. Retailers will benefit immensely by focusing on store atmospheric factors such as music, lighting, decorations, fragrance that create
the right ambience conducive to shopping. Shoppers will then spend a lot of time in the store which increases the likelihood of purchases. Signage and graphics at
the retail store level can be deployed in an attractive way to influence the shoppers in favour of purchasing products which they might otherwise skip.

SCOPE FOR FURTHER RESEARCH

Extant review of literature shows that store layout and social factors influence retail consumer behaviour. But results of current study indicate that these two
variables do not make any statistically significant contributions to shopper behaviour. It is recommended that further research be done specific to these variables
to confirm established theory.
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