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Abstract

Purpose: The aim of this study is two-fold. Firstly, to examine the relationship between
the retailer’s innovativeness and sustainability from the customer standpoint. Secondly,
to assess the impact of the retailer’s innovativeness and commitment towards

sustainability as perceived by the consumer on store image and store equity.

Design/methodology/approach: In order to achieve this objective, a theoretical model is
proposed based on the literature, that is tested through an empirical study conducted on
a sample of 510 customers of three grocery retail formats — i.e. hypermarkets,

supermarkets, and discount stores-.

Findings: The results obtained confirm the hypotheses proposed and, consequently, both
retailer innovativeness and commitment to sustainable development emerge as key

elements in the development of store equity through store image.

Originality/value: This work allows to draw a set of managerial recommendations for
food retailers based on the benefits of investing in innovative initiatives, that boosted by
the implementation of innovative solutions, assist in the development of sustainable

practices, thus allowing improvements in store image and store brand equity.
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1. Introduction

Service sectors represented 73.95% of the value added in the EU countries in 2019
(OECD, 2020). Considering the geographical area where this work is carried out, Spain,
and the sector it analyzes, the retail sector, it is necessary to point out that retailing is one
of the most important economic activities in the services industry in this country. The
present research aims at progressing in the analysis of the retail sector, since it is
considered an important pillar of the service sector as evidenced by its contribution to the
Gross Value Added (GVA) of the Spanish economy. In this sense, the service sector
contributes 74.9% of the GVA of Spain in 2019, representing the commercial activity
13%, a percentage higher than the European average i.e. 11.2% (Eurostat, 2020). The
service industries, to which retail companies belong, are undergoing a process of
restructuring their businesses as a consequence of the drastic changes produced in their

environment.

However, despite the threats in the environment in which companies in the services and
retail sectors operate, some factors emerge as opportunities for the survival and progress
of companies. As a consequence of the above, from the point of view of companies in the
service sector, innovation is postulated as a key element in the survival and economic
development of companies, (Berthon et al., 2004; Clark, 2010; Dawson, 2013; Gonzélez-
Lafaysse et al., 2016; Marcon et al., 2017; Cheah et al., 2018; Pantano et al., 2018;

Bilinska-Reformat et al., 2019; Horvat et al., 2019). In this sense, organizations need to



develop and implement innovative measures in their business models in order to access
new market segments, be competitive, contribute to wealth creation, and guarantee their
survival and growth in the long run (Sigauw et al., 2006; Sorescu et al., 2011; Ruiz-

Molina et al., 2017; Bilinska-Reformat et al., 2019).

However, despite the attention paid by academics to the development and adoption of
innovative practices by retailers in services industries, measuring their impact from a
consumer perspective requires further research in the retail and services sector (Blut et
al., 2018). Furthermore, innovation strategies applied by retail firms have received
comparably less attention than those adopted by other service industries, such as banking
and insurance (Pinto et al., 2017). In this sense, it is necessary to explain how retailer
innovativeness, as perceived by consumers, affects retail companies (Marin-Garcia et al.,
2020). In particular, previous studies call for further research on how customer perceived

retailer innovativeness contributes to enhancing brand equity (Omar et al., 2018).

Moreover, marketing research suggests that innovation is an element closely linked with
other constructs of preferential interest. In this sense, recent studies show a growing
interest in analyzing the impact of the introduction of some innovations in retail, such as
sustainable practices (Chen, 2010; Kumar, 2014; Gonzéalez-Lafaysse et al., 2016; Marcon
et al. al., 2017; Cheah et al., 2018; Pantano et al., 2018; Bilinska-Reformat et al., 2019;
Marin-Garcia et al., 2019; 2020; Xiao et al., 2019). Some conceptual and analytical
proposals in retailing argue the need to provide evidence of the role of sustainability and
innovation, due to its importance for strategic management and academic research
(Grewal et al., 2017; Kumar et al., 2017). Increased consumer awareness of social,
economic, and environmental issues has led many retailers to include sustainability-

related practices in their daily activities, such as saving energy resources, collaborating



with non-profit associations, marketing products from developing countries, or improving

the working conditions of employees (Lavorata, 2014).

In addition to the suggested links between innovativeness and sustainability, some studies
have argued the need to explore the existence of links between the consumer perceptions
of innovation and sustainability with variables traditionally related to store equity creation
(Marin-Garcia et al., 2020). In particular, store image has been pointed out as one of the
most relevant drivers of store equity (Moliner-Velazquez et al., 2019), but there is still
little evidence in the context of innovation (Huang et al., 2016), and even less in retailing

(Marin-Garcia et al., 2020).

In this way, the present paper pursues a double aim. First, it attempts to assess the effects
of innovation in sustainability, as perceived by the customers of retail stores. Second, it
aims at analyzing the influence of customer’s perceptions of the retailer’s innovation and
sustainability in the “store image-Store equity” chain. From the results of this research,
we draw a series of implications that will allow food store managers to gain insight into
the perceptions of their customers about the innovative and sustainable practices
developed by their companies to improve the consumer's perception of retail

establishments.

2. Theoretical framework
2.1. Innovation and Perceived Retailer Innovativeness

Innovation refers to the fulfillment of novel ideas held within an organization (Amabile,
1983; Wang and Tsai, 2014; Pantano et al., 2018). The literature in marketing highlights
that innovation is a cornerstone in the process of restructuring the retailing sector (Musso,
2010; Lin, 2015; Marin-Garcia et al., 2020). Previous research provides support for the

notion that innovation allows to face up changes that occur in highly dynamic (Dawson,



2000; Dawson, 2013; Cao et al., 2018) and turbulent surroundings (Sigauw et al., 2006).
Innovation is crucial for economic development (Berthon et al., 2004) and
competitiveness of companies and/or industries (Clark, 2010), thanks to its ability to
create wealth and generate economic growth. Likewise, it has been emphasized that
innovation enables companies to access new market segments (Laaksonen and Reynolds,
1994), be more competitive, and thus, strengthen their growth, as well as ensure their

survival on a long-term basis.

In the past years, studies focused on innovation in retailing have adopted a service
perspective (Homburg et al., 2017). In this sense, previous research on innovation has
explored the impact on the customer experience of the service innovations introduced by
retailers -e.g. self-service technologies (Fernandes and Pedroso, 2017; Kim and Yang,
2018), multichannel retailing (Fernandez-Sabiote and Roméan, 2016), retailers’ m-
commerce mobile applications (McLean et al., 2018) - and the ability of these innovations
to differentiate retailers from the competition and thus to achieve competitive advantages

(Homburg et al., 2002).

Recent calls for research argue the interest of innovation in retailing, with a special focus
on the analysis of innovative business models, the use of interactive technologies in stores
(Pantano et al., 2019), as well as innovations in retail formats (Musso, 2010; Lin, 2015;
Botschen and Wegerer, 2017; Marin-Garcia et al., 2020). In the context of retailing, from
the perspective of the organization, four main types of innovation have been identified,
based on their technological vs. non-technological nature (Cliquet, 2011). On one hand,
technological innovations include product innovations and process innovations (McKee,
1992; Garcia and Calantone, 2001; Henard and Dacin, 2010; Jaravel, 2018; Horvat et al.,
2019). On the other hand, non-technological innovations contain organizational

innovations, innovations in marketing, and relational innovations (Lin, 2015). In



particular, product innovations and process innovations are characterized by radical or
incremental changes produced during product manufacturing, development, or
commercialization. In contrast, organizational innovations, innovations in marketing, and
relational innovations are linked to changes in the structure of the company, changes in
prices, communication, distribution, and new types of relationships between the

organizations and their partners or stakeholders (Lorenzini et al., 2018).

Adopting an approach based on consumer’s perceptions, perceived firm innovativeness
is “the consumer’s perception of an enduring firm capability that results in novel, creative,
and impactful ideas and solutions for the market” (Kunz et al., 2011, p. 817). In particular,
retailer innovativeness, defined as the ability of a retailer to innovate (Lin, 2015), has
been related to the capability of a retailer to introduce new products (Dupuis, 2002) —
particularly private label products (e.g., Anselmsson and Johansson, 2009; Chimhundu et

al., 2010), new offerings, services, and promotions (Kunz et al., 2011).

In an empirical study conducted in Taiwan, Lin (2015) develops a scale for perceived
retailer innovativeness, identifying four dimensions for consumers’ perceptions towards
retailer innovativeness, i.e. product, service, experience, and promotion-related
innovation capabilities. Firstly, perceived product-related innovation capability is related
to the image perceptions of the innovativeness of merchandise sold in the store. Secondly,
perceived service-related innovation capability is related to intangible aspects such as a
new idea of organizing a solution to a customer problem or need. Thirdly, perceived
experience-related innovation capability refers to consumer perceptions of store
environment, atmosphere, and design. Last, perceived promotion-related innovation
capability is related to consumer perception of the ability of a retailer to offer new
promotions based on their loyalty program, point-of-sales data-collection system, and

Radio Frequency Identification (RFID) technology (Grewal et al., 2011).



2.2. Consequents of perceived retailer innovativeness

2.2.1. The relation between perceived retailer innovativeness and commitment to

sustainable development

The literature that examines the concept of sustainability states that its growing interest
is motivated by two main facts. Firstly, in the definition formulated by the World
Commission on Environment and Development through the Brundtland’s (1987),
sustainability is considered as the adoption of strategies and actions aimed at protecting
natural and human resources in the future. Secondly, the increasing consumer awareness
about sustainability and the impact of the business activity on the environment, and the
society explain that many organizations decide to implement sustainable practices not
previously developed (Gonzélez-Lafaysse et al., 2016; Marcon et al., 2017; Marin-Garcia
et al., 2019). In this line, Bilinska-Reformat et al (2019) state that the development of
competitive advantages by companies must be based on the creation of innovative

business models connected with sustainable elements.

In the context of the retail sector, numerous papers examine the links between innovation
and sustainability from the point of view of companies. However, from a consumer point
of view, the contributions examining retailer innovativeness and retailer’s commitment
to sustainable development (RCSD) are scarce. Some of these approaches seek to link the
effect of some innovative practices such as the use of digital communication channels to
transmit to consumers the sustainable behaviour that companies engage in (e.g.
participation in solidarity events, marketing of healthy products or removal of plastic
bags). Through these mechanisms linked to relational innovation, companies try to
change the image consumers have of them (Gonzalez-Lafaysse et al., 2016). Besides, also
from the point of view of the consumer, preliminary studies indicate the importance of
considering consumers’ views on product/services innovations, such as the creation or
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inclusion of new products and/or services in the commercial offer of companies, using
materials less harmful to the environment. From a social point of view, some companies
are demanding the cooperation of consumers in the development of new promotions that
have a greater impact on their customers and that also have positive effects on society
(Kumar, 2014; Marin-Garcia et al., 2019). Business-consumer collaboration seems
necessary if organizations want to transmit an image of their most innovative and more

sustainable businesses.

Moreover, Leon-Bravo et al. (2019) argue how innovative practices in grocery retailing
play a fundamental role in the development of environmental, social, and economic
sustainability. The new innovative actions implemented by companies — and retailers in
particular —are based on economic sustainability, social sustainability, and environmental
sustainability (Elkington, 2004; Lavorata, 2014; Gonzalez-Lafaysse et al., 2016; Marcon
et al.,, 2017; Cheah et al., 2018; Marin-Garcia et al., 2019). In retailing, service
innovations evidencing the RCSD - i.e. combining diverse resources to create novel
resources to enhance the consumer experience such as the introduction of Fair Trade
products in the assortment, social actions, measures to save energy and water, and the use
of biodegradable materials for packaging products - are highly valued by their customers,

according to previous empirical evidence (Marin-Garcia et al., 2019).

Thus, given the existing evidence on the relation between perceived retailer
innovativeness and retailer’s commitment to sustainable development as perceived by

consumers, we propose the first hypothesis:
H1: PRI has a positive effect on RCSD as perceived by consumers.

2.2.2. The relation between innovation and store image



Brand image has been defined as “the sum of beliefs, attitudes, stereotypes, ideas, relevant
behaviors or impressions that a person holds with respect to an object, person or
organization” (Belanger et al., 2002:218). In the context of retailing, Bloemer and De
Ruyter (1998:501) have defined store image as “the complex of a consumer’s perceptions
of a store on different (salient) attributes”. More recently, store image is considered as
determined by several aspects of a retail store, expressed by price, merchandise, store

atmosphere, customer service, etc. (Graciola et al., 2020).

As far as innovations are introduced by retailers in the service they deliver, previous
studies find support for the role of innovation in the development of associations on the
retailers in the minds of consumers, therefore contributing to building store image. In this
sense, several studies (e.g. Shiau, 2014; Huang et al., 2016; Moliner-Velazquez et al.,
2019; Marin-Garcia et al., 2020) conclude the existence of a positive relationship between
perceived retailer innovativeness and store image, where store image is a mediating
variable between innovativeness and other constructs such as customer loyalty and

intentions to patronize the store.

In the context of food retailing, it has been empirically observed that innovative products,
creative store design, distinctive promotions, and services increase store prestige
perceptions of consumers (Konuk, 2019). Similarly, Marin-Garcia et al. (2020) find a
positive effect of consumer perceptions towards innovative actions implemented by
grocery retailers on the image of the store. From this evidence, it can be inferred that
retailer innovativeness — as perceived by consumers - is one of the fundamental pillars on
which the development of store image in consumers’ minds is based. Thus, improvements
in consumer perceptions towards the innovative practices developed in retail stores may

lead to enhanced store image.



Furthermore, the increasing concern about corporate social responsibility by researchers
has driven academic interest in the term “sustainable innovation” and its effects on the
image of the store. In this sense, Huang et al. (2016) confirm the positive and significant

effect of sustainable innovation on brand image and business performance.

Therefore, according to the evidence reported by the literature so far, we formulate the

following hypothesis:
H2: PRI has a positive effect on store image.

2.2.3. The relation between retailer’s commitment to sustainable development and store

image

Sustainability and brand image have been related in the literature, where several studies
analyse the impact of the former on the latter (Chen, 2010; Kumar, 2014; Lavorata, 2014;
Gonzalez-Lafaysse et al., 2016; Xiao et al., 2019; Marin-Garcia et al., 2020). In particular,
Chen (2010) finds empirical support for the positive relationship between sustainability,
brand image, satisfaction, trust, and brand equity. This author argues that all these

constructs have been widely explored, but not sufficiently from a sustainable perspective.

Furthermore, in a research conducted in the retailing industry in France, Gonzélez-
Lafaysse et al. (2016) highlight the positive relationship between sustainability and store
image, and therefore the need to increase the investment in the marketing policies to
convey to the consumers the actions of sustainable development implemented by the
retailer, and develop the image of a sustainable brand. In addition to this, the authors
include ICT and innovative processes in marketing as key drivers to achieve the objective

of developing the image of a sustainable brand.

In the same line of study, Lavorata (2014) analyses the relationship between RCSD and

other variables such as retailer’s image, loyalty, and behavioral intentions, from the
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consumer perspective, and concludes the positive relation between the sustainable actions
implemented by the retailer and the retailer’s image. From this result, it is inferred that
sustainable practices can help retailers to build commitment and a good image among
consumers. Similarly, in a conceptual study, Kumar (2014) suggests that the introduction
of ecological products in the store assortment and the promotion of sustainable
commercial practices are sufficiently relevant actions to improve the retailer’s brand
image. Finally, Marin-Garcia et al. (2020) point out that the implementation and
communication of actions directly linked to economic, social, and environmental
sustainability may involve changes in the image which consumers develop towards the
retail store. In this sense, positive consumer perceptions towards the sustainable practices
implemented by retailers may exert a direct influence on the image of the establishment

that consumers develop in their minds.

Thus, considering all the previously described evidence, we posit the following

hypothesis:
H3: RCSD, as perceived by consumers, has a positive effect on store image.
2.2.4. The relation between store image and store equity

The image/associations linked to a brand are defined as any element (e.g. a character, an
object, a symbol, a sound, a consumer segment, a feeling, among others) linked to the
memory of a brand (Aaker, 1991). Brand image is considered one of the key determinants
of brand equity (Aaker, 1991; Chen, 2010; Chi et al., 2019), since it facilitates the
evaluation by the consumer, and constitutes a fundamental element of brand personality
(Hartman and Spiro, 2005; Chi et al., 2019). According to Yoo et al. (2000:196), brand
equity is defined as “the difference in consumer choice between the focal branded product

and an unbranded product given the same level of product features”. Keller (1993)
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explains that associations have a direct effect on brand equity, since consumers attribute
a meaning to a brand in their minds, and relate it with the brand in itself. Brand
associations, developed as verbal or visual descriptions, sensory (flavour, aroma or
sound) and emotional impressions (Supphellen, 2000), generate bonds of strong
knowledge on the brand, organized in the mind of the consumer, being this one of the
main elements in brand equity management due to its ability to develop competitive
advantages (Aaker, 1991; Biel, 1992; Faircloth et al., 2001; Chen, 2010). Moreover, it
has been empirically observed the positive influence of consumers’ perceptions of brand
innovativeness on brand equity, mediated by the consumer’s perceptions of brand quality

(Pappu and Quester, 2016).

The study of store equity, i.e. the role that the brand of the store plays, in itself, as a brand
differentiated from the brands the retailer sells (Jinfeng and Zhilong, 2009), has attracted
the interest of several researchers in the last decade (Ailawadi and Keller, 2004; Hartman
and Spiro, 2005; Pappu and Quester, 2006a, 2006b). Arnett et al. (2003) point out the
importance of brand associations made by the consumer in the context of retailing,
assuming that strong and positive brand associations lead to strong brands, superior over
other brands. This differentiation will depend to a great extent on the marketing strategies

carried out by the retailer.

Several authors have reported the existence of positive relations between store image and
store equity (Pappu and Quester, 2006a, b; Chen, 2010; Arnett et al., 2003; Gil-Saura et
al., 2013; Gil-Saura et al., 2017; Chi et al., 2019; Marin-Garcia et al., 2020). Therefore,

in view of these considerations, we formulate the following hypothesis:
H4: Store image has a positive effect on store equity.

All in all, Figure 1 shows the research model that includes the proposed hypotheses.
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Figure 1 Proposed model

Retailer’s Commitment to
Sustainable Development \

. \H3 +)

H1i(+
I\
H2(+)

Perceived Retailer
Innovativeness

H4 (+)

» Store image -»  Store equity

3. Method

To achieve the proposed aim, quantitative research is developed using an ad-hoc
structured questionnaire, i.e., a closed questionnaire designed for the purpose of this
research to assess the consumer’s degree of agreement or disagreement with several
sentences. In particular, the questionnaire aims at gathering information on PRI, and
RCSD as perceived by consumers, as well as the brand image of the retailer and store

equity of the establishment.

The items to measure the variables analyzed have been extracted and adapted from several
scales used in the marketing literature, which have been already validated in terms of their
content, and have been adapted to the characteristics of the context and aims of the present
study (Appendix). In particular, the items to measure perceived retailer innovativeness
(PRI) have been extracted from the scale proposed by Lin (2015), since it gathers the

main types of innovation identified in the literature from the consumer perspective, i.e.
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product, service, experience, and promotion-related innovation capabilities. Regarding

sustainability, we have adapted the scale for the RCSD construct from Lavorata (2014).

Regarding the measurement of store image, the scale of Yoo et al. (2000) has been
adapted; and last, the items for the store equity scale are adapted from Yoo and Donthu
(2001) to the context of retailing from its global brand equity scale. All the items are
measured through a 7-point Likert scale. The items used in this “ad-hoc” questionnaire
were adapted from scales that measured the same constructs and provided evidence of the
validation of the psychometric properties of these scales. The questionnaire also includes
several classification questions to determine the respondent profile. A pretest was
conducted on 10 grocery shoppers and all items were considered appropriate and easily

understandable.

The data collection process was carried out in the third most populated region in Spain,
following a non-probabilistic sampling procedure by quotas in terms of gender and age,
through the interception technique at the store exit, and asked about their perceptions on
the retailer whose store they have just visited. They are assumed to be in a position to
assess the retailer’s innovativeness and commitment towards sustainable development
since 95.5% of respondents patronize the retailer since two years ago or more.
Respondents participated in the study voluntarily, without receiving any incentive. To
include the three main commercial formats in Spain - hypermarkets, supermarkets, and
discount stores -, a sample of 170 consumers has been considered for each retail format.
The store chains of each retail format have been selected based on their assortment and
their positioning in the Spanish grocery retail industry. Finally, 510 valid questionnaires
were collected.

The samples obtained are considered representative of Spanish grocery retail customers

in terms of gender and age, according to Observatorio Cetelem (2016). Regarding the
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sociodemographic characteristics of the total sample, female and male consumers amount
to 59.6% and 40.4%, respectively. Regarding age, the biggest age segment is between 36
and 45 years old, amounting to 26.1%, followed by those between 36 and 45 years old
(22.2%). Considering the educational level, almost half of the sample had a high-school
education (46.7%), and 22% had a bachelor-level qualification. Last, 55.3% of
respondents are employees, 12.4% are employers/self-employed, 11.4% are pensioners,
whereas the rest of the sample are unemployed (7.8%), housewives (7.3%), or students
(5.8%). Sample distributions are quite similar across store formats.

For the data analysis, exploratory factor analyses are performed to examine the
dimensionality of the constructs included in this research. Next, a two-step procedure is
followed. First, we validate the measurement instrument; and second, we estimate the
structural model. Both analyses performed through Partial Least Squares regression
(PLS) using the software SmartPLS (version 3.0). This technique has been widely used
by researchers in the last years (Héanseler et al., 2017), since PLS-SEM is a non-parametric
statistical procedure that does not require data to follow a normal distribution (Hair et al.,

2016).

4. Results

As a preliminary step before the estimation of the proposed model, we perform
exploratory factor analyses with the objective of studying the dimensionality of the
different constructs analysed. The results of component factor analysis using VARIMAX
rotation allow us to conclude, first of all, the unidimensionality of the perceived retailer
innovativeness (PRI) construct (KMO: 0.871; determinant: 9.55E-005; Bartlett’s test of
sphericity sign. level: 0.000), whereas the author who develops the scale adapted to this
research, Lin (2015), concludes that the goodness of fit is better for the construct with
four factors in comparison to the one with only one factor. Similarly, retailer’s
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commitment to sustainable development (RCSD) as perceived by consumers emerges as
a unidimensional construct factor (KMO: 0.859; determinant: 0.000; Bartlett’s test of
sphericity sign. level: 0.000), although Lavorata (2014), who developed the scale adapted
to the context of the present research, identifies three different dimensions. These
discrepancies in the dimensionality of PRI and RCSD may be due to a “halo effect”, since
consumers may make inferences about the retailer’s innovativeness and/or commitment
to sustainable development on the basis of very limited information so that their
perceptions of one set of retailer’s actions may influence their perceptions of
innovativeness and/or commitment to sustainable development in other domains about

which they have little or no information (Smith et al., 2010; Jin and Lee, 2019).

Regarding store image and store equity, the unidimensionality of these constructs is also
confirmed, with Kaiser-Meyer-Olkin measures of sampling adequacy suggesting that the

factor analyses were appropriate (i.e. KMO is 0.854 and 0.805, respectively).
4.1. Validation of the measurement instrument

Using the PLS-SEM technique and calculating a PLS algorithm with a parameter of 300
interactions maximum, we obtained the results about factor loadings, reliability
coefficients (Cronbach alpha and composite reliability), and the average variance
extracted (AVE) for each factor included in the causal model. Following Bagozzi and Yi
(1988), item loadings should be higher than 0.6; thus, the indicators IM4 and IM9 are

deleted so that the reliability of the Store image scale improves (Table 1).

Table 1. Confirmatory factor analysis results

Factor Item Loading t CA CR AVE
F1. Perceived retailer innovativeness (PRI) IN1  0.618*** 18.794 0.916 0.928 0.501
IN2  0.628*** 19.339
IN3  0.698*** 23.754
IN4  0.662*** 23.150
IN5  0.661*** 20.365
IN6  0.682*** 23.020
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IN7  0.697*** 25.391
IN8  0.772*** 44.059
IN9  0.737*** 34.175
IN10 0.775*** 37.871
IN11 0.750*** 30.351
IN12 0.710*** 28.554
IN13 0.610*** 17.671
IN14 0.661*** 22.027
F2. Retailer’s Commitment to Sustainable SN1 0.751*** 27.675 0.911 0.924 0.505
Development (RCSD) SN2  0.726*** 23.266
SN3  0.688*** 27.092
SN4  0.673*** 23.122
SN5  0.702*** 29.833
SN6  0.755*** 39.856
SN7  0.686*** 21.561
SN8 0.732*** 24.301
SN9  0.807*** 43.930
SN10 0.635*** 16.573
SN11 0.668*** 19.471
SN12 0.691*** 24.086
F3. Store image IM1  0.776*** 36.450 0.871 0.901 0.567
IM2  0.835*** 61.284
IM3  0.672*** 17.110
IM5  0.632*** 17.220
IM6  0.790*** 43.372
IM7  0.790*** 36.736
IM8  0.755*** 35.871
F4. Store equity SE1 0.871*** 49.771 0.880 0.917 0.735
SE2  0.800*** 26.039
SE3  0.917*** 08.482
SE4  0.838*** 32.036

CA=Cronbach’s alpha reliability coefficient, CR=Composite Reliability, AVE= average variance extracted
*p<0.1; **p<0.05; ***p<0.01

All values for the Cronbach alpha coefficients are higher than 0.7, above the minimum
required (Churchill, 1979; Nunnally and Bernstein, 1994), and oscillating between 0.8
and 0.9, recommended values for advanced stages of research (Nunnally and Bernstein,
1994). The analysis of the values of composite reliability is also satisfactory since they
are all higher than the required value of 0.7 (Chin, 1998). Regarding the values for the
average variance extracted, they are higher than 0.5 for all the constructs of the structural

model (Fornell and Larcker, 1981). Thus, the results obtained allow us to confirm the
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reliability and the convergent validity of the measurement instrument of the structural

model.

Next, discriminant validity is analyzed using the criterion proposed by Fornell and
Larcker (1981). As shown in Table 2, the square root of the AVE presented on the
diagonal of the matrix is higher than the correlation between the factors for each pair of
constructs, thus corroborating discriminant validity. This result is also ratified by the
analysis of cross-loadings (Chin, 1998), evidencing that the cross-loadings of each
indicator with its corresponding latent variable are higher than the rest of cross-loadings

with other dependent variables.

Table 2. Test for discriminant validity (Fornell-Larcker criterion)

Factor F1 F2 F3 F4
F1. Perceived retailer innovativeness (PRI) 0.692
F2. Retailer’s Commitment to Sustainable 0.502 | 0.711
Development (RCSD)
F3. Store image 0.660 | 0.456 | 0.753
F4. Store equity 0.211 | 0.504 | 0.422 | 0.857

Diagonal: square root of average variance extracted (AVE)
Below the diagonal: correlations between factors

Once analyzed the psychometric properties of the measurement instrument, confirming
the reliability and convergent and discriminant validity, we proceed to estimate the

structural model.
4.2. Estimation of the causal model

The proposed structural model is estimated through PLS regression with a bootstrapping
with 5000 subsamples (Ringle et al., 2015) to evaluate the causal relations stated in the
hypotheses of the model and the significance of the path coefficients, as well as the value
of the variance explained, R2. The blindfolding technique provides the results for the Q2
test for predictive relevance. Table 3 and Figure 2 show the results for the estimated

structural model of this research.
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Table 3. Causal model results and hypotheses testing

Hypothesis Decision | Standardised coeff. t
H1 | PRI > RCSD Supported 0.502*** 17.800
H2 | PRI - Store image Supported 0.576*** 17.634
H3 | RCSD - Store image Supported 0.167*** 3.819
H4 | Store image > Store equity | Supported 0.432*** 11.602

RCSD: R2=0.252, Q2=0.109; Store image: R?=0.457, Q2=0.232; Store equity: R?=0.178, Q2=0.118
*p<0.1; **p<0.05; ***p<0.01; ns = non significant

Figure 2. Causal model results

Sustainability
R3=0.252
0.167***
0.502%%*
0.576%** (0.432%%* :
: Brand image Store equity
Innovation — AR —_— A

Source: Authors’ proposal

From the results displayed in Table 3, it is observed that all the dependent constructs of
the structural model show values for R? above 0.1, the minimum threshold established by
Falk and Miller (1992). Regarding the results for the Q2 test, all values are higher than
zero, thus confirming the predictive validity of the model. Therefore, the results obtained
for Rz and Q2 allow us to confirm the explanatory capacity and the predictive relevance
of the model, thus allowing us to continue examining the significance of the proposed
structural relations. Table 3 presents the results obtained for the path coefficients and the

decisions regarding the hypotheses proposed.

The results obtained through the PLS-SEM analysis allow us to support all the relations

proposed in the causal model.
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Concerning the hypotheses between PRI and its consequences, first, the positive
relationship between PRI and RCSD is supported (f1=0.502, p<0.01, H1). Likewise, the
role of PRI and RCSD as antecedents of store image has been supported by the results of
the causal model estimation in both cases (2= 0.576, p<0.01, H2; 3= 0.167, p<0.01,
H3). Moreover, we find support for the hypothesis that links store image to store equity,

since a significant and positive path coefficient is obtained ($4=0.432, p<0.01, H4).

5. General discussion

The present paper aims at contributing to the extant literature on PPl and retailer
commitment to sustainable development in food retailing. The study performed has
allowed gaining insight into the nature of these constructs and their impact on the
customer experience in terms of store image and store equity. Therefore, to achieve this
aim, an integrative model is proposed to analyse the effects of retailer innovativeness as

perceived by the consumer.

More specifically, the findings allow us to shed light on the effect of innovative practices
in the development of more sustainable business models, resolving the controversy raised
in the literature (Grewal et al., 2017; Kumar et al., 2017; Pantano et al., 2018). Moreover,
our results provide empirical evidence based on quantitative research to support the
conclusion of Arcese et al. (2015) after analysing 10 case studies, who conclude the key
role of innovation and sustainability to overcome the issues of the food industry and to

achieve their competitiveness goals.

6. Theoretical conclusions
This research makes several contributions to prior literature. Among the theoretical

implications of our findings, we highlight, first, the findings of the present research that

allow confirming that innovativeness in grocery retailing, from a consumer perspective,
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is a one-dimensional construct, in spite of being measured with indicators related to
innovations of different nature. Thus, innovativeness is formed from items that refer to

product innovation, marketing innovation and relational innovation.

Secondly, the literature indicates that, due to its contribution to the progress of companies,
sustainability is a construct of special interest. In addition, our results confirm the one-
dimensional nature of RCSD. In this way, the sustainability scale, formed by items that
refer to economic, social, and environmental sustainability cues, is globally perceived by

consumers as a single construct.

Thirdly, the findings allow concluding that the innovative solutions implemented by
stores are positively related to the introduction of sustainable practices (Marcon et al.,
2017; Bilinska-Reformat et al., 2019). In this sense, we confirm the connection between
consumers’ perceptions about the retailer’s innovativeness and commitment to
sustainable development. All of this, enables us to affirm the paramount importance of

innovation and sustainability in retail.

Fourth, the implementation of innovative and sustainable practices in retailing can lead
to store equity creation through their contribution to building a positive store image, in
support of Marin-Garcia et al. (2020). In other words, store image may be considered as
a major factor in store equity creation (Aaker, 1991), thus confirming its role in the
development of competitive advantages in grocery retailing (Gonzalez-Lafaysse et al.,

2016; Marin-Garcia et al., 2019).

7. Managerial Implications, Limitations and Agenda for Further Research
Regarding the managerial implications of our research, first, in view of the relevance of

retailer innovativeness in creating positive store image and store equity, it is vital for
retailers to prioritize their investments in the introduction of innovative practices that are

highly visible for consumers. The introduction of new products, such as organic or
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bioproducts, the implementation of new promotional actions, the modernization of the
store sections, or the active collaboration between stores and consumers for the
development of new products and/or innovative services, might be some of the measures
that could be implemented in grocery retailers, and that would also allow improving the
image that consumers have towards this type of establishments. Thus, the key role of
retailer innovativeness to influence the image of companies in the food industry held by
consumers, as highlighted in previous studies — e.g. Arcese et al. (2015) —, might be

crucial for grocery retailers’ competitiveness in the post-COVID19 era.

Second, regarding the positive contribution of retailer’s commitment to sustainability on
store image, the implementation of some of the practices proposed by Kumar (2014) may
allow retailers to be more respectful with the environment and with the society, as well
as to convey a positive image of the retailer that is translated into enhanced store equity.
In this sense, with the aim of achieving these improvements in store image, retailers
should pay greater attention to energy savings in their daily activity, encouraging
recycling of materials, reduction of plastics, or collaboration on social causes. Thus,
grocery retailers implementing proactive innovation combined with the development of
sustainable practices may benefit from projecting a differentiated image to the market,

therefore building the foundations for distinct store equity.

Furthermore, the present research provides evidence about the role of store image as a
mediator between the retailer innovativeness and retailer commitment to sustainable
development as perceived by consumers, and store equity. From this finding, it is
suggested the importance for retailers to invest in both tangible and intangible elements
that may be positively associated with the brand of the store, in view of its contribution

to store equity. In this sense, communication actions combining different promotional
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tools to raise customer awareness about the innovative and sustainable actions developed

by the retailer may play a key role in conveying a positive image of the store.

However, the present research is not free from limitations that can be understood as
opportunities for further investigation. Regarding the constructs of the PRI and RCSD as
perceived by consumers, we recognize the need to continue exploring their measurement
and dimensionality as well as to deepen in the study of the directionality of the
relationship between these constructs. Furthermore, we understand that the model
proposed in this research does not cover all the possible variables that can influence store
equity in grocery retailing, so that we propose the inclusion of other variables, such as
awareness, perceived quality, and loyalty, that have been related to store equity in

previous studies.

Regarding to the methodology used, we consider that it is possible to use tools such as
Neuromarketing or Big Data that support to interpret the results obtained when testing
these causal models. Higher knowledge of consumer perceptions will lead to

improvements in decision-making by companies.

Last, competing on innovativeness and sustainability may not be suitable for all retailers
and further research should be conducted on the contribution of these variables across
retail activities and formats. A wider sample, including consumers from other
geographical areas, as well as other retail formats (e.g. independent product specialists),
additional retail chains, and stores of other retail sectors, may allow conducting
multigroup analyses to compare results across retail formats and assortment and
validating the results of the present research. Therefore, there is a need to continue

moving forward considering these issues.
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Appendix. Measurement scales

Variable Item
IN1 | Store X offers many new products.
IN2 | Store X offers creative own designed products.
IN3 | Store X offers innovative private brand products.
IN4 | Store X offers more innovative products than other stores.
IN5 | Store X offers various products for selection.
IN6 | Store X offers many innovative services.
Store X offers more services and more innovative services than other
S | IN7
§ stores.
S |IN8 | Store X creates a pleasant atmosphere through store decoration.
IN9 | Store X has ability to create a different in-store atmosphere.
IN10 | Store X offers an innovative shopping environment.
IN11 | Store X offers a creative store design.
IN12 | Store X offers different promotional programs (discounts, offers...).
IN13 | Store X offers an innovative promotion mix.
IN14 | Store X offers more creative promotions than other stores.
SN1 | Store X pays producers a fair price.
SN2 | Store X pays its employees a decent wage.
% SN3 | Store X pays its employees a minimum wage in developing countries.
§- SN4 | Store X monitors the working conditions of its employees.
o
% SN5 | Store X sells fair trade products.
SN6 | Store X sells organic products.
SN7 | Store X implements humanitarian actions.
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SN8 | Store X engages in actions directed at social communities.
SN9 | Store X sells share products (donations to charitable associations).
SN10 | Store X recycles its products and packaging.
SN11 | Store X cuts back its consumer of electricity.
SN12 | Store X pays attention to the environment.
IM1 | Store X has friendly personnel.
IM2 | Store X extensive assortment.
IM3 | Store X can easily be reached.
o IM4 | Store X offers value-for-money.
5]
@ | IM5 | Store X has a nice atmosphere.
3
% IM6 | Store X has attractive promotions in the store.
IM7 | Store X provides excellent customer service.
IM8 | Store X offers an attractive loyalty program.
IM9 | I can quickly recall the symbol or logo of X.
It makes sense to buy in Store X instead of in any other store chain,
SE1
even if they offer the same products.
Even if another store chain has the same features as X, | would prefer
2 | sE2
@ to buy in Store X.
=
Z | SE3 | If there is another store chain as good as X, | prefer to buy in Store X.
If another store chain is not different from X in any way, it seems
SE4

smarter to purchase in Store X.
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