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Abstract 

 
Low price strategy in modern retail is an imperative issue discussed today by retail researchers and 
practitioners. Therefore, measuring the price image of modern retail become essential in knowing 
the application of everyday low price strategy. This research aims to investigate how price and non-
price factors impact the price image of a modern retail. The data for this research were collected 
using a survey on consumers who shop at a modern retail with low price strategy. The population 
in this study was retail consumers who shop at Ramayana Department Store. The data was obtained 
by questionnaire and collected data using a mall-intercept approach. The results revealed that price 
factors influences price image, while non-price factors have no-effect on price image in Ramayana 
Department Store. Thus, these results reflect that the price image is determined by the price factor. 
Keywords : price image, low price strategy, non-price factors and price factors. 
 

 
I. Introduction 

The high potential for the developmentof the retail industry in Indonesia help to 
gain many investors to invest and establishing modern retail outlets.Kearney (2015)ranked 
Indonesia at 12th of the Asian countries that enter into the TOP 30 Global Retail 
Development Index (GRDI).The following table shows the ranking of Indonesia in the 
global retail development based on a total score of Indonesia's economic growth. 

 
Table 1. 2015 Global Retail Development Index (GRDI) 

Rank 
(2015) Country 

Market 
Attractiveness 
(25%) 

Country 
risk 
(25%) 

Market 
Saturation 
(25%) 

Time 
Pressure 
(25%) 

GDRI 
Score 

1 China 66,7 55,7 42,3 96,6 65,3 

9 Malaysia 75,6 68,8 29,3 52,7 56,6 

12 Indonesia 50,6 35,5 55,1 65,9 51,8 

15 India 30,5 39,8 75,7 58,5 51,1 

24 Philippines 39,6 35,0 51,6 60,7 46,7 
    Source:Kearney, A. T. (2015) 

 
To view the competition among retail more clearly, especially for retail with the 

type of department stores, there is presented one indicator to measure the power of a brand 
name called Top Brand Index (TBI) known as Top Brand Award.The below table shows 
that Matahari became the winner of competition among other department stores. Matahari 
has highest a Top Brand Index among the other department stores based on department 
stores category in Indonesia.  

The phenomenon of retail competition in Padang also showed the same 
phenomenon with retail competition in Indonesia. It is characterized by the increasing 
number of modern retail stand in Padang.In the last ten years, the average growth of 
modern retail has increased from the previous year. But the last three years which is from 
2011 until 2013 is increasing rapidly. This growth increased sharply as shown in the graph 
1:  
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Table 2. Top Brand Index from 2013-2015 For Retail Category 

Retail Name 
Year 

2013 2014 2015 

MatahariDepartement Store 56% 55,30% 50,40% 

RamayanaDepartement Store 18,60% 16,50% 15,50% 

ToserbaYogya 6,90% 7,60% 5,30% 

Sogo 6,90% 4,90% 6,30% 
Source: www.topbrand-award.com, accessed on 7th April 2016 

 
Competition among retail happens because each retailer seeks to favor themselves 

to attract the consumer buyer. Retail elections which will be visited by consumers cannot 
be separated from the process of making a decision made by consumers.There are several 
components that may affect consumer decisions such as the components of marketing 
efforts undertaken by the retail itself, socio-cultural environment, and components of 
consumer psychology (Schiffman and Kanuk, 2010: 483). In the component of marketing 
efforts undertaken by the manufacturer, there is a price component (Sulivan and Adcock, 
2002:103). It means prices can influence consumers in making purchase decisions. 
Therefore, many retailers in Indonesia got into a price fight to influence consumer 
decisions, especially department stores and supermarkets. 

 
 

 
 
 
 
 

 
 

 
 

Source: Department of Industry Trade Mining and Energy in Padang 
 

Figure 1. Growth Chart of Modern Retail in Padang 
 
Some strategies that may be carried by retailers in pricing is the pricing low and 

high, low prices every day, leader pricing (selling below cost of capital), price lining 
(limited offer for a price), as well as the odd pricing or using odd numbers for each price 
offered (Levy and Weitz, 2009: 435-436). Pricing strategies above are done by the retailer 
allows the formation of price image of its retail (Coulter, 2002). 

Price image is a component contained in the formation of the price offered by the 
retailer. Price image is the general perception of the price level which is associated by 
consumers in one particular retailer (Hamilton & Chernev, 2013). As an example, A 
consumer considers the goods in a retail store generally has a low price. 

In addition, price image could help retailers to save costs in providing information 
to the consumer. Instead of giving information the price of each product specifically, price 
image gives general perspective to consumers (Shin, 2005). Seeing how important the role 
of price image as revealed by several studies above, the depth research on price image is 
very necessary. 

Research about price image have been done before. As research conducted by 
Hamilton and Chernev (2013) which revealed that there are various factors that make up 



Perengki Susanto et al, Measuring Price Image ..... 225 

 

the price image. These factors consist of factor price and non-price factors. Almost similar 
research conducted by some researchers say that the price factor could affect the price 
image (Biswas et al., 2002; Desai and Talukdar, 2003). Besides price factors, there is non-
price factors exist could affect the price image (Estelami, Grewal, Roggeven, 2007). 

Among many research studies conducted on the price image, most of these studies 
only outline price factor and non-price factors that make up the price image without 
outlining the extent of these factors affect the price image. 

 
II. Teoritical  Framework  
Prices Factors 

As described in the definition that price image is the result of the involvement of 
pricing and other attributes by the manufacturer as well as the interpretation of the 
perception by consumers (Zielke, 2010), the factors of forming price image involves 
determining factors price image of the retailer and factors price image of consumers. The 
following factors affect price image described by Hamilton and Chernev (2013) and 
supported by the other articles that are relevant. 

Firstly, the price factor can be seen from the five elements, namely dispersion of 
prices, price dynamics, price-related policies, price-based communications,and average 
price level (Hamilton and Chernev, 2013). Dispersion of prices means how retailers list the 
price for each product in their retail. For example, one retailer may price all of its items at a 
fairly consistent discountrelative to the market average, whereas anotherretailer could price 
some items higher than the market averageand offer lower prices on other items. 

Even though these two retailers might have comparable average pricesacross all 
product categories, the resulting price imageformed in consumers' minds is likely to be 
different, meaning that consumers may form category-specific price imageimpressions in 
addition to a retailer's overall price image.Consistent with this line of reasoning, prior 
research hasshown that consumers tend to be sensitive to the dispersionof prices within a 
store's assortment rather than just to theoverall price level (Alba et al. 1994). 

Next, price dynamics means how often price changes occur in the retail. These 
price changes included raising prices or lowering prices within a specific time.Some 
retailers present consumers with prices that are relatively static over time, a strategy 
commonlyreferred to as EDLP, whereas others are marked by dynamicprices that can 
change frequently and/or dramatically. Price dynamics often occurs on retail who use 
EDLP (Everyday Low Price) as their strategy (Van Heerde et al, 2008). 

Price-related policies relating to three aspects, (1) competitive price match 
guarantees; (2)low price guarantees; (3)payment policies. Competitive price match is a 
variety of signals to indicate that retail have the cheapest price. This sign can be shown in 
slogan and advertisement to convince consumers that retail has the cheapest price 
comparing other retails (Hsin-Hui Lin, 2005). 

Low price guarantees are a variety of signals to indicate that retail have the 
cheapest price by giving guarantees. Anderson and Simester (2009) have further argued 
that lowest price guarantees offering protection against future discounts by the same 
retailer are relatively more effective than competitive price match guarantees. 

Payment policies are payment form policies, such as the acceptance of various 
types of credit cards, personal checks, and cash, can also influence a retailer's price image 
(Lindquist 1974; Mazursky and Jacoby 1986). These policies can affect price image by 
revealing possible additional costs that the retailer incurs. 

Price-Based Communications can gather information about prices not only through 
observation of the sale price but also observe the level of retail communication about 
pricing information through advertising, social media and public activities. It is like 
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advertising is one direct way to describe retail’s price image to consumers and also 
influence consumers to evaluate the price (Compeau and Grewal, 1998) 

Average Price Level is the average price level consists of the overall price of each 
product in a retail when compared to the overall price of each product in other retail and 
known as price fairness (Shu and Kai 2014).The average price level is important because 
consumers could not remember the exact nominal of price for each product so that they 
tend to rely on general perception about average price level (Desai and Talukdar, 2003). 

Based on previous studies that the price factors effecton the price image (Lindquist 
1974; Mazursky and Jacoby 1986; Compeau and Grewal, 1998;Hamilton and Chernev, 
2013; Shu and Kai 2014). Therefore, in this study the authors formulated the following 
hypotheses: 
H1: There is a significant influence of price factors on price image  

 
Non-Price Factors 

Non-price factors can be seen from several aspects, namely physical attributes, 
service level, non-price policies. Firstly, physical attributes owned by retails such as the 
shape of the building, good lightning and others. Thus, a central location, exquisite decor, 
and nicer amenities are often associatedwith higher retailer costs and, consequently, higher 
priceimage. Empirical investigations have found that stores withexpensive, fashionable 
interiors and pleasant music tend tohave higher price image impressions, whereas stores 
thatare shabby and untidy tend to have lower price images(Baker et al. 2002; Brown 1969). 

Secondly, service level is an extra service owned by retail compared to another 
retails. This service level can be extra services like free packing, shopping shuttle service, 
and others.In line with the notion that consumers use service to evaluate the attractiveness 
of an individual price, research has suggested that consumers also usethe level of service 
the retailer offers to infer a store-level price image such that higher levels of service tend to 
lead tohigher price image evaluations, even when controlling forobjective price levels 
(Brown 1969). 

Finally, non-price policies associated with the store service policies in order to 
build relationship with consumers.A retailer's nonprice policies, such as the leniency of its 
retum policy and its social responsibility policy, can have asignificant impact on its price 
image. In general, nonprice policies tend to influence price image by affecting 
consumers'perceptions of the retailer's costs: policies associatedwith higher perceived costs 
for the retailer will likelylead to a higher price image, whereas policies that are perceivedto 
reduce retailer costs are likely to lead to a lower price image (Hamilton and Chernev, 
2013). 

Based on earlier studies that the non-price factors effecton the price image 
(Lindquist 1974; Baker et al. 2002; Brown 1969; Hamilton and Chernev, 2013). Therefore, 
in this research the authors formulated the following hypotheses: 
H2:There is a significant influence of non-price factors on price image 

 
 

III. Research Methods  
The method used for this research  is survey. This research conducted in Padang 

with population of residents which living in Padang and who has been shopped in 
Ramayana Department Store. The sampling method used in this study is a non-probability 
sampling, because of the number and identity of population is unknown. This research 
used purposive sampling as sampling technique. Data collection used mall-intercept. Data 
analysis techniques in this study using multiple regression with SPSS software version 20. 

Questionnaire used Likert scale with five points alternative answers where positive 
statements with scale Strongly Agree (SS) = 5, Agree (S) = 4, Neutral (N) = 3, Disagree 
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(TS) = 2, Strongly Disagree (STS) = 1. While the negative statements with scale Strongly 
Disagree (STS) = 5, Disagree (TS) = 4, Neutral (N) = 3, Agree (S) = 2 and Strongly Agree 
(SS) = 1. 

Operationally, the definition of the price factors are the cost incurred by the 
consumer in nominal form when buying products in Ramayana. While, non-price factors 
are factors of non-money issued by the company when consumers shop at Ramayana. And 
price image is the general perception of the price level which is associated by consumers in 
one specific retail. 

The indicator of price factors consists of five variables which is dispersion of price 
adapted questions item from Zielke (2006), price dynamics adapted questions item from 
Alba, Mela, Shim, Urbani (1999), price related policies adapted questions item from 
Estelami, Grewal, Roggeven (2007), price based communication adapted questions item 
from Amara and Bouslama (2011) and average price level adapted questions item from 
Zielke (2010). 

While, the indicator of non-price factors consists of three variables which is 
Physical Attributes adapted questions item from Baker and Grewal (1994), Service Level 
adapted questions item from Estelami, Grewal, Roggeven (2007) and Non-price Policies 
adapted questions item from Shu and Kai (2014). And for price image adapted questions 
item from Zielke (2010). 
 
IV. Results and Discussion 

From the questionnaires results to 277 respondents, around 28.8% of respondents 
aged 21-25 years and around 55.2% are mostly female respondents. Around 50.9% 
respondents’ level education are bachelor of degree. Private employees are mostly in this 
research around 35.5%. And around 30% their average income is >Rp2.000.000 s.d ≤ 
Rp3.500.000. 

The results of the relationship between the constructs indicate that the price factors 
have positive influence on price image by 0.359 and significant at 0.05 (P values 0.000). It 
can also be proved by looking T Statistics at 4.859 that has a value greater than T table (T 
count 4.859 > T Table 1.96). Thus, Hypothesis 1 (one) in this study is accepted. 

The results of the relationship between the constructs indicate that non-price factors 
have a positive value to the price image of 0.011 and is not significant at 0.05 (P values 
0.854) It can also be proved by looking T Statistics at 0.184 which has a smaller value than 
the T Table (T Count 0.184 > T Table 1.96). Thus, Hypothesis 2 (two) in this study is 
rejected. 
 
The influence of price factors toward price image  

Based on the results of hypothesis testing found that there are significantly 
influence of price factors toward price image. The results obtained indicate that price 
factors have an important role in determining the retail’s price image. By the influential it 
gained, then  Ramayana must keep aspects of the price factor in order to create the good 
retail’s price image. 

 The research result indicates that price factor has the highest positive regression 
coefficient at 0.359. It is means that price factors are the most influential factor and had a 
large portion in order to forming price image  of Ramayana. These results are aligned with 
what has been written by Hamilton and Chernev (2013). According to Hamilton and 
Chernev (2013), to create a good price image, there are several factors that should be 
adjusted such asdispersion of price, price dynamics, price related policies, price based 
communication, and average price level. 
 



228 The 1
st

 Internasional Conference on Economics, Business, and Accounting 2016, Hal 223-230 

 

The influence of non-price factors toward price image  
Based on the results of hypothesis testing found that there is no influence of non-

price factors towardprice image of Ramayana department store in Padang.The results 
obtained indicate that non-price factors had no influence in determining retail’s price 
image.The research result indicates thatthere is no influence of facilities, services and other 
policies that not related to price could changes a price image. This means that good 
physical attributes, good services and high of non-price policies given does not always 
create high retail’s price image. 

These result are aligned with what has been written by Grewalet al (1994) which 
stated that non-price factors such as physical attributes, service level and non-price policies 
have a weak influence on the relevance with price image. In other word, Grewal et al 
(1994) showed in his study that non-price factors will only affect the retail image itself. 

 
V. Conclusions 

Based on the research results and discussion that has been done on influence of 
price factors and non-price factors towardprice image of the modern retails in Padang, it 
can be concluded as follows: 

Price factors significantly influence  price image of  Ramayana Department Store in 
Padang. According to the results obtained in this study, generally Ramayana in Padang 
implement good price factors causing the high price image. The price factor applied 
include good dipersion of price, often do price communications and promotions, there are 
often a discounts, refunds ease bureaucracy, and equal price level. Those things are causing 
consumers to assume that in general Ramayana in Padang have high price image. 

Non-price factors had no influence on price image of Ramayana Department Store 
in Padang. According to the results obtained in the study, generally Ramayana in Padang 
implement non-price factors that are not good. Ramayana has an interior design that is 
unstructured, services level are unsatisfactory, as well as non-price policies that are 
unsatisfactory. However, these things actually cause consumers think that the price 
imageof Ramayana compatiblewith the services provided, uninteresting of layout design  
as well as  poor non-price policies. 

 
References 
 
Alba, Carl F. Mela, Terence A. Shimp, and Joel E. Urbany. (1999). The Effect of Discount 

Frequency and Depth on Consumer Price Judgments. Journal of Consumer Research. 26 (2), 
99-114. 

Alba, J. W., Broniarczyk, S. M., Shimp, T. A., &Urbany, J. E. (1994). The influence of 
prior beliefs, frequency cues, and magnitude cues on consumers' perceptions of 
comparative price data. Journal of Consumer Research, 21(2), 219-235. 

Anderson and Duncan Simester. (2009). "Price Cues and Customer Price Knowledge," in 
Handbook of Pricing Research in Marketing, Vithala Rao. ed. Northampton, MA: Edward 
Elgar Publishing, 150-68. 

Amara, R. B., Bouslama, N. (2011). Creation of Price Image Measurement Scale and Comparing 
Perceptions of Price Image Dimensions of Two Sales Formats. IBIMA Business Review. 1-
15. DOI: 10.5171/2011.855364 

Baker, A. Parasuraman, Dhruv Grewal, and Glenn B. Voss. (2002). The Influence of Multiple 
Store Environment Cues on Perceived Merchandise Value and Patronage Intentions. Journal 
of Marketing, 66 (April), 120-1. 



Perengki Susanto et al, Measuring Price Image ..... 229 

 

Baker, J., Grewal, D. Parasuraman, A. (1994). The influence of Store Environment on Quality 
Inferences and Store Image. Journal of the Academy of Marketing Science. 22(4). 328-339. 

Biswas, A., Pullig, C., Yagci, M. I., & Dean, D. H. (2002). Consumer evaluation of low 
price guarantees: The moderating role of reference price and store image. Journal of 
Consumer Psychology, 12(2), 107-118. 

Brown, F. E. (1969). Price Image versus Price Reality. Journal of Marketing Research. IV. 185-91. 
Compeau, Larry D. and Dhruv Grewal. (1998). Comparative Price Advertising: An Integrative 

Review. Journal of Public Policy & Marketing. 17 (Fall), 257-73. 
Coulter, K. S. (2002). The influence of print advertisement organization on odd-ending price image 

effect. Journal of product & brand management. 11(5). 319-334. 
DOI:10.1108/106104200210442193. 

Deny, S. (2014). 765 Ribu Gerai Ritel Menjamur di Indonesia. Liputan 6. Diakses 8 April 2016  
Desai, K. K., Talukdar, D. (2003). Relationship between Product Groups’ Price Perceptions, 

Shopper’s Basket Size, and Grocery Store’s Overall Store Price Image. Psychology and 
Marketing. 20(10). 903-933. DOI: 10.1002/mar.10102. 

Estelami, Hooman, Dhruv Grewal, and Anne L. Roggeveen. (2007). The Effect of Policy 
Restrictions on Consumer Reactions to Price-Matching Guarantees. Journal of the Academy 
of Marketing Science. 35 (2), 208-219. 

Grewal, D., Levy, M. (2013). Marketing. 4th ed. New York: McGraw Hill. 
Grewal, D., Levy, M. (2009). Marketing. New York: McGraw Hill. 
Grewal, Dhruv and Howard Marmorstein. (1994). Market Price Variation, Perceived Price 

Variation, and Consumers' Price Search Decisions for Durable Goods. Journal of Consumer 
Research 21 (3), 453-60. 

Hamilton, R. Chernev, A. (2013). Low Prices Are Just the Beginning: Price Image in Retail 
Management. Journal of Marketing. 77. 1-20. 

Hsin-Hui Lin. (2015). The effects of price-matching guarantees on consumer response in an online 
retail context: the moderating role of consumer search costs. Journal of Service Theory and 
Practice, Vol. 25 Iss 6 pp. 

Kotler, P., Keller, K. L. (2011). Marketing Management. 14th ed. New York: Pearson. 

Kearney, A. T. (2015). Global Retail Expansion: An Unstoppable Force. Global Retail 
Development Index (GRDI), 82-91. 

Levy, M., Weitz, B. A. (2009). Retailing Management. 7th ed. New York: McGraw Hill. 
Lindquist, Jay D. (1974). Meaning of Image. Journal of Retailing. 50 (4), 29-3. 
Mazursky, David and Jacob Jacoby. (1986). Exploring the Development of Store Images. Journal 

of Retailing. 62 (2), 145-65. 
Menteri Perdagangan Republik Indonesia. (2013). Peraturan MenteriPerdagangan Republik 

Indonesia Nomor 70/M-DAG/PER/12/2013 tentang Pedoman Penataan dan Pembinaan 
Pasar Tradisional, Pusat Perbelanjaan dan Toko Modern. Jakarta: Menteri Perdagangan 
Republik Indonesia. 

Riduwan. (2004). Metode dan Teknik Menyusun Tesis. Cetakan Kedua. Bandung: Alfabeta. 
Schiffman, L. G., Kanuk, L. L. (2010). Consumer Behavior. 10th ed. New York: Pearson. 
Shin, J. (2005). The Role of Selling Costs in Signaling Price Image. Journal of Marketing 

Research. 42 (August). 302-312. 
Shu, H. C., Kai, Y. W. (2014). Investigating the Antecedents and Consequences of an Overall Store 

Price Image in Retail Settings. Journal of Marketing Theory and Practice. 22(3). 299-314. 
DOI: 10.2753/MTP1069-6679220305. Journal of Consumer Research. 28 (2), 296-307. 

Sullivan, M., Adcock, D. (2002). Retail Marketing. United Kingdom: Int. Cengage Business Press. 



230 The 1
st

 Internasional Conference on Economics, Business, and Accounting 2016, Hal 223-230 

 

Top Brand Award. (2015). Top brand criteria. diakses 8 April 2016  
Van Heerde, H.J., Gijsbrechts, E., Pauwels, K. (2008). Winners and Losers in a Major Price War. 

Journal of Marketing Research. XLV. 499-518. 
Zielke, S. (2010). How Price Image Dimensions Influence Shopping Intentions for Different  Store 

Formats. European Journal of Marketing. 44(6). Pp. 748-770. DOI: 
10.1108/03090561011032702. 

Zielke, Stephan. (2006). Measurement of Retailers' Price Images with a Multiple-Item Scale. 
International Review of Retail, Distribution and Consumer Research, 16 (3), 297-316. 

 


