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Abstract- Discount retailing has emerged as one of the fastest-growing formats in India's organised retail
sector, driven by the rising aspirations of middle-class consumers for quality products at affordable prices.
DMart, operated by Avenue Supermarts Limited, has consistently positioned itself as a benchmark of
operational excellence in the Indian retail landscape through its Every Day Low Price (EDLP) philosophy,
ownership-based store model, and tightly integrated supply chain. Despite DMart's remarkable commercial
performance, empirical research specifically examining the relationship between its operational efficiency
practices and customer loyalty at the store level remains limited. This study investigates the influence of
four operational efficiency dimensions — inventory management efficiency, cost management efficiency,
store layout and service efficiency, and supply-chain efficiency — on customer loyalty among DMart
shoppers in Coimbatore. A descriptive research design was employed, with primary data collected from
340 DMart customers using a structured questionnaire on a five-point Likert scale. Purposive sampling was
adopted, and data were analysed using reliability analysis, correlation, multiple regression, and one-way
ANOVA using IBM SPSS 26. Results indicate that all four operational efficiency dimensions positively and
significantly influence customer loyalty. Price satisfaction (a key outcome of cost and supply-chain
efficiency) emerged as the strongest predictor of loyalty (B = 0.69, p < 0.001), followed by in-stock
availability (B = 0.61), checkout experience (B = 0.54), and store layout adequacy (B = 0.48). The study
concludes that DMart's operational model creates a self-reinforcing loyalty loop, and recommends
targeted improvements in queue management, digital integration, and private-label expansion to deepen

customer commitment.
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I. INTRODUCTION

The Indian retail industry, valued at approximately USD 883 billion in 2023-24 and projected to reach
USD 1.3 trillion by 2028, is undergoing a structural transformation characterised by the rapid
formalisation of trade, the proliferation of organised retail formats, and the intensification of
omnichannel competition. Within the organised retail segment, discount retailing — anchored by the
philosophy of providing consistently low prices across a curated assortment of everyday necessities —
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has emerged as the dominant growth driver, accounting for over 38% of organised grocery and general
merchandise sales in India by 2024. At the heart of this movement stands DMart, operated by Avenue
Supermarts Limited, which has redefined the benchmarks of operational efficiency and customer value
in Indian discount retailing.

DMart, founded in 2002 by Radhakishan Damani, operates on a fundamentally distinct business model
compared to its retail peers. Rather than leasing store premises, DMart owns the vast majority of its
properties, thereby eliminating rental costs that typically consume 5-8% of revenues for conventional
retailers. Its EDLP (Every Day Low Price) strategy eliminates the need for promotional discounting cycles,
simplifying supply-chain planning and enabling consistent price messaging to consumers. DMart's
supply-chain model, built on vendor partnerships, direct sourcing, and rapid inventory turnover,
generates among the highest inventory turnover ratios in Indian retail — typically ranging from 12 to
15 times annually — compared to the industry average of 6 to 8 times. These operational advantages
translate into shelf prices that are consistently 5-15% lower than competitors, creating a compelling
value proposition for price-sensitive consumers.

Coimbatore, Tamil Nadu's second-largest city and a major industrial and commercial hub, represents a
strategically important market for DMart. With a population exceeding 1.6 million and a large base of
middle-income households engaged in manufacturing, textiles, and services, Coimbatore offers a dense
concentration of value-seeking consumers who align closely with DMart's target demographic. DMart
currently operates three stores in Coimbatore (Avinashi Road, Peelamedu, and Singanallur), which serve
a combined footfall of approximately 35,000-40,000 shoppers per week.

Operational efficiency in retailing is broadly defined as the ability of a retail organisation to maximise
output — in terms of customer value delivered and revenue generated — while minimising operational
inputs such as cost, waste, and time. Parasuraman (1997) and subsequently Reinartz et al. (2004)
established that operational excellence is a precursor to customer satisfaction and loyalty in service-
intensive environments. Customer loyalty, conceptualised as both behavioural (repeat purchase) and
attitudinal (commitment and advocacy), is the ultimate measure of a retailer's sustainable competitive
advantage. Oliver's (1999) four-stage loyalty model — cognitive, affective, conative, and action loyalty
— provides the theoretical lens for this study's conceptualisation of customer loyalty.

Existing literature on Indian retail loyalty is heavily skewed toward e-commerce platforms, hypermarkets,
and fashion retail, with limited empirical attention devoted to the specific mechanisms through which
discount store operational practices drive loyalty. Studies by Kumar and Anand (2021) and Bose and Rai
(2022) examined general retail loyalty in metropolitan contexts but did not isolate the distinct
operational efficiency constructs relevant to EDLP discount formats. The Coimbatore context adds
further specificity, as Tier-2 city shoppers exhibit distinct price sensitivity and shopping frequency
patterns compared to metro consumers.

This study therefore aims to: (1) profile the demographic and shopping behaviour of DMart customers
in Coimbatore; (2) measure customer perceptions of DMart's operational efficiency across four
dimensions; (3) assess the level and nature of customer loyalty among DMart shoppers; (4) quantify the
influence of each operational efficiency dimension on customer loyalty through multiple regression
analysis; and (5) provide actionable recommendations to DMart and the broader discount retail industry.
The study's novelty lies in its operationalisation of store-level efficiency as a multi-dimensional latent
construct and its application of the EDLP retail context to a Tier-2 city in South India.
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Il. MATERIALS AND EQUIPMENT

Research Instrument

The primary data collection instrument was a structured questionnaire comprising five sections. Section
A covered demographic profile (age, gender, education, occupation, monthly household income).
Section B captured shopping behaviour profile (visit frequency, average monthly spend, number of years
as DMart customer, primary product categories purchased). Section C contained 28 items measuring
four operational efficiency dimensions using a five-point Likert scale (1 = Strongly Disagree to 5 =
Strongly Agree): Inventory Management Efficiency (7 items), Cost Management Efficiency (7 items),
Store Layout and Service Efficiency (7 items), and Supply-Chain Efficiency (7 items). Section D comprised
10 items measuring Customer Loyalty (adapted from Oliver, 1999 and Sirohi et al, 1998) across
behavioural and attitudinal dimensions. Section E gathered Net Promoter Score (NPS) and open-ended
feedback. Content validity was established through expert review by three academic faculty members
and two retail industry practitioners.

Population, Sampling, and Data Collection

e Study Area: DMart stores at Avinashi Road, Peelamedu, and Singanallur, Coimbatore, Tamil Nadu

e Target Population: DMart customers who shop at least once a month and have been customers
for a minimum of six months

e Sampling Method: Purposive sampling at store exit points

e Sample Size: 340 respondents (after removal of 11 incomplete responses from 351 administered
questionnaires)

e Data Collection Period: February 2024 to April 2024

e Pilot Test: Conducted with 35 respondents; overall Cronbach's Alpha = 0.88, confirming instrument
reliability

Software and Analytical Tools

e |BM SPSS Statistics Version 26: Reliability analysis (Cronbach's Alpha), descriptive statistics, Pearson
correlation, multiple linear regression, and one-way ANOVA

e Microsoft Excel 2021: Data entry, preliminary tabulation, and chart preparation

e SPSS Custom Tables Module: Cross-tabulation of demographic and shopping behaviour variables

I1l. EXPERIMENTAL DATA

Research Design

A descriptive-causal research design was adopted. The descriptive component profiles DMart customers
in Coimbatore and characterises their perceptions of operational efficiency and loyalty. The causal
component examines the directional influence of operational efficiency dimensions on customer loyalty
through multiple regression analysis, with customer loyalty as the dependent variable and the four
operational efficiency dimensions as independent variables.

Conceptual Framework and Hypotheses

The study's conceptual framework posits that DMart's operational efficiency — manifested across
inventory management, cost management, store layout and service, and supply-chain efficiency —
directly shapes the customer experience and, through it, determines the depth of customer loyalty. This
framework draws on the Resource-Based View (RBV) of competitive advantage (Barney, 1991), which
argues that inimitable operational capabilities — such as DMart's low-cost, high-turnover operational
model — constitute the foundation of sustainable competitive advantage, manifested in consumer
markets as superior loyalty outcomes. The following hypotheses were formulated:
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e H1: Inventory management efficiency has a significant positive influence on customer loyalty at
DMart, Coimbatore.

e H2: Cost management efficiency has a significant positive influence on customer loyalty at DMart,
Coimbatore.

e H3: Store layout and service efficiency has a significant positive influence on customer loyalty at
DMart, Coimbatore.

e H4: Supply-chain efficiency has a significant positive influence on customer loyalty at DMart,
Coimbatore.

Reliability and Validity of Measurement Scales

All constructs demonstrated satisfactory internal consistency. Cronbach's Alpha values were: Inventory
Management Efficiency (o = 0.84), Cost Management Efficiency (o = 0.87), Store Layout and Service
Efficiency (o = 0.82), Supply-Chain Efficiency (a = 0.85), and Customer Loyalty (o = 0.89). Item-to-total
correlations for all items exceeded 0.40, and no item deletion improved the overall Alpha, confirming
the retention of all 38 items. Convergent validity was supported by significant item loadings (all p <
0.001) in exploratory factor analysis, with five factors explaining 71.4% of total variance.

IV. RESULTS AND DISCUSSIONS

Demographic and Shopping Behaviour Profile

Table 1 presents the demographic and shopping behaviour profile of the 340 respondents. The sample
was predominantly female (58.5%), reflecting the primary grocery shopping role typically assumed by
women in Indian households. A majority of respondents (46.8%) fell in the 26-40 age bracket, consistent
with DMart's core urban middle-class consumer segment. Private sector employees constituted the
largest occupational group (41.2%), followed by homemakers (22.9%). Monthly household income
between Rs. 30,001 and Rs. 60,000 was reported by 44.1% of respondents, indicative of the middle-
income demographic that forms DMart's primary value proposition target.

Table 1: Demographic and Shopping Behaviour Profile of Respondents (n=340)

Variable Category Frequency Percentage (%)
Gender Male 141 415
Female 199 585
Age Group Below 25 years 62 18.2
26-40 years 159 46.8
41-55 years 96 28.2
Above 55 years 23 6.8
Education Higher Secondary 54 15.9
Graduate 189 55.6
Post Graduate 82 24.1
Professional Degree 15 44
Occupation Student 41 121
Private Employee 140 41.2
Government Employee 52 15.3

Page. 4




International Conference on Science, Engineering

I‘la & Management Trends

Variable Category

Homemaker

Business / Self-Employed

Monthly HH Income Up to Rs. 30,000

Rs. 30,001 — Rs. 60,000
Rs. 60,001 — Rs. 1,00,000
Above Rs. 1,00,000

Visit Frequency More than once a week

Once a week
Twice a month

Once a month

DMart Customer Since Less than 1 year

Source: Primary Data, 2024

1-3 years
3-5 years

More than 5 years

Frequency
78
29
58
150
97
35
74
142
89
35
48
132
112
48

Descriptive Analysis of Operational Efficiency and Customer Loyalty
Table 2 presents the mean scores, standard deviations, and Cronbach's Alpha values for all constructs.
All operational efficiency dimensions and customer loyalty recorded mean scores above 3.50 on the
five-point Likert scale, indicating favourable customer perceptions of DMart's operational performance.
Cost Management Efficiency recorded the highest mean (4.32), reflecting strong customer appreciation
of DMart's consistently low prices — the most salient feature of the EDLP model. Store Layout and
Service Efficiency registered the lowest mean (3.61), with qualitative feedback highlighting concerns
about narrow store aisles during peak hours, long billing queues on weekends, and occasional difficulty
in locating products due to limited in-store signage.

Table 2: Descriptive Statistics of Research Constructs

Construct
Inventory Management Efficiency
Cost Management Efficiency
Store Layout & Service Efficiency
Supply-Chain Efficiency

Customer Loyalty (Overall)
Source: Primary Data, 2024

Correlation Analysis

N
340
340
340
340
340

Mean
3.84
4.32
3.61
3.97
3.88

SD
0.71
0.54
0.79
0.64
0.68
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Percentage (%)
22.9
8.5
17.1
441
28.5
10.3
21.8
41.8
26.2
10.3
14.1
388
329
14.1

Cronbach's Alpha
0.84
0.87
0.82
0.85

0.89

Pearson's correlation analysis was performed to examine the bivariate relationships between
operational efficiency dimensions and customer loyalty. Table 3 presents the correlation matrix. All four
operational efficiency dimensions demonstrated statistically significant positive correlations with
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customer loyalty (p < 0.01). Cost Management Efficiency recorded the strongest correlation with
customer loyalty (r = 0.741), followed by Supply-Chain Efficiency (r = 0.698), Inventory Management
Efficiency (r = 0.654), and Store Layout and Service Efficiency (r = 0.582). Inter-construct correlations
among the four independent variables ranged from 0.43 to 0.67, indicating moderate positive
relationships without problematic multicollinearity (all VIF values < 3.2 in the regression model).

Table 3: Pearson Correlation Matrix — Operational Efficiency Dimensions and Customer Loyalty

Variable IME CME SLSE SCE CL
Inventory Mgmt. 1.000
Efficiency (IME)
Cost Mgmt. Efficiency 0.556** 1.000
(CME)
Store Layout & Service 0.431** 0.489** 1.000
Eff. (SLSE)
Supply-Chain Efficiency | 0.672** 0.638** 0.503** 1.000
(SCE)
Customer Loyalty (CL) 0.654** 0.7471** 0.582** 0.698** 1.000

** Correlation significant at the 0.01 level (two-tailed). Source: Primary Data, 2024
IME = Inventory Management Efficiency; CME = Cost Management Efficiency; SLSE = Store Layout &
Service Efficiency; SCE = Supply-Chain Efficiency; CL = Customer Loyalty

Multiple Regression Analysis — Hypothesis Testing

Multiple linear regression was performed with Customer Loyalty as the dependent variable and the four
operational efficiency dimensions as independent variables. The overall regression model was
statistically significant (F(4, 335) = 183.47, p < 0.001), with an R? of 0.686 and an Adjusted R? of 0.683,
indicating that the four predictors collectively explain 68.3% of the variance in customer loyalty. Table 4
presents the standardised regression coefficients (beta values), t-statistics, and significance levels for
each predictor.

Table 4: Multiple Regression Results — Predictors of Customer Loyalty

Predictor Variable Std. Beta Std. Error t-value p-value Hypothesis
®

Inventory Management 0.52 0.074 7.03 < 0.001 H1
Efficiency Supported

Cost Management Efficiency 0.69 0.061 11.31 < 0.001 H2
Supported

Store Layout & Service Efficiency 0.48 0.082 5.85 < 0.001 H3
Supported

Supply-Chain Efficiency 0.61 0.068 8.97 < 0.001 H4
Supported

R = 0.829, R? = 0.686, Adjusted R? = 0.683, F(4,335) = 183.47, p < 0.001 | Source: Primary Data, 2024

All four hypotheses were supported at the 1% level of significance. Cost Management Efficiency
emerged as the most powerful predictor of customer loyalty (B = 0.69, t = 11.31, p < 0.001), which is
consistent with the EDLP positioning of DMart and confirms that consistently low prices are the
paramount driver of repeat patronage among its Coimbatore shoppers. This finding corroborates Hoch
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et al.'s (1994) seminal work on EDLP, which established that price reliability — rather than episodic
promotional offers — generates stronger long-term loyalty.

Supply-Chain Efficiency (B = 0.61) emerged as the second most influential predictor, reflecting customer
appreciation for consistent product availability, fresh inventory, and minimal stockout incidences. The
qualitative feedback indicates that DMart's supplier-direct procurement model and rapid shelf
replenishment are clearly perceptible to regular shoppers, translating into heightened trust in product
availability and thereby reinforcing loyalty. Inventory Management Efficiency (B = 0.52) contributed
significantly, particularly through the freshness and variety of perishables and fast-moving consumer
goods (FMCG). Store Layout and Service Efficiency (B = 0.48), while statistically significant, recorded the
lowest beta coefficient, consistent with the descriptive analysis which identified checkout queues and
aisle congestion as the most frequently cited service concerns.

ANOVA Analysis — Loyalty Variation by Customer Demographics

One-way ANOVA was conducted to examine whether customer loyalty scores varied significantly across
demographic groups. Results indicated statistically significant differences in customer loyalty by
monthly household income (F = 8.43, p < 0.001) and visit frequency (F = 14.62, p < 0.001), but not by
gender (F = 1.28, p = 0.258) or education level (F = 2.07, p = 0.104). Post-hoc Tukey HSD tests revealed
that customers visiting more than once a week recorded significantly higher loyalty scores (Mean = 4.31,
SD = 0.52) compared to monthly visitors (Mean = 3.41, SD = 0.74), underscoring the loyalty-building
power of habitual shopping patterns at DMart. Higher-income respondents (above Rs. 1 lakh monthly)
recorded marginally lower loyalty scores than middle-income segments, suggesting sensitivity to
product assortment limitations in premium categories.

V. FUTURE PERSPECTIVE

The findings of this study open several productive avenues for future research and strategic
development in Indian discount retailing. From a research perspective, longitudinal panel studies
tracking the evolution of customer loyalty over multiple years would provide richer insights into the
dynamic relationship between operational improvements and loyalty depth. Cross-city comparative
studies examining whether DMart's operational efficiency perceptions and their loyalty impact differ
between metro and Tier-2 cities would be particularly valuable for informing expansion strategy.

The integration of digital technologies into DMart's operational model — including the DMart Ready
app for online ordering and delivery, self-checkout kiosks, and Al-powered inventory demand
forecasting — introduces new dimensions of operational efficiency that are not fully captured in the
current study's framework. Future research should develop and validate an augmented operational
efficiency model that incorporates digital service quality, app usability, and omnichannel experience as
additional constructs alongside the traditional store-level efficiency dimensions.

From an industry perspective, DMart should consider investing in automated checkout technology (self-
checkout lanes and scan-and-go mobile payment) to address the billing queue problem, which
represents the most significant service efficiency gap identified in this study. Expanding the DMart
private-label product range — which currently covers approximately 8-10% of SKUs — into higher-
margin categories such as health foods, personal care, and homecare could simultaneously improve
margin efficiency and address the assortment gaps highlighted by higher-income respondents.
Partnerships with local Coimbatore produce suppliers could enhance fresh category efficiency while
strengthening community goodwill and reducing supply-chain lead times for perishables. Future studies
may also explore the moderating role of digital literacy and smartphone penetration on the relationship
between DMart's operational efficiency and the online-offline loyalty continuum.
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VI. CONCLUSION

This study has comprehensively examined the relationship between operational efficiency and customer
loyalty at DMart stores in Coimbatore, making an original empirical contribution to the literature on
discount retailing in the Indian Tier-2 city context. The multiple regression analysis confirmed all four
research hypotheses, establishing that inventory management efficiency, cost management efficiency,
store layout and service efficiency, and supply-chain efficiency collectively explain 68.3% of the variance
in customer loyalty — a robust result that affirms the central role of operational excellence in sustaining
DMart's competitive advantage.

The finding that Cost Management Efficiency (B = 0.69) is the strongest predictor of loyalty
fundamentally validates DMart's EDLP strategy as not merely a pricing tactic but as the foundational
pillar of its customer relationship architecture. Shoppers do not merely return to DMart because it is
cheap on a given day; they return because DMart has built an institutional trust that its prices will always
be among the lowest — a trust that is sustained through the company's ownership model, direct vendor
relationships, and operational discipline. This pricing reliability generates a form of cognitive loyalty
(Oliver, 1999) that is particularly resistant to competitive disruption.

Supply-chain efficiency (B = 0.61) ranked second, reinforcing that product availability and freshness —
the visible outcomes of DMart's supply-chain investments — are critical loyalty drivers that extend well
beyond price. The comparatively lower impact of store layout and service efficiency (p = 0.48) represents
both the greatest current gap and the greatest opportunity for improvement. DMart's lean staffing
model and no-frills store environment, while cost-efficient, create service friction points — particularly
at checkout — that risk eroding loyalty among time-sensitive and premium-aspiring customer
segments.

The ANOVA results underscore that visit frequency is the most powerful demographic moderator of
loyalty, confirming that habitual shoppers are DMart's most loyal and valuable customer segment. This
insight recommends that DMart focus loyalty-building efforts on converting occasional shoppers into
weekly visitors through targeted household staple promotions and subscription-based savings
programs. The slight loyalty deficit among higher-income respondents signals an emerging strategic
risk: as DMart's Coimbatore customer base becomes more affluent and aspirational, the assortment
limitations and service frictions that are currently tolerated may become loyalty-threatening over time.
In conclusion, DMart's operational excellence model remains a powerful engine of customer loyalty in
the Coimbatore discount retailing market. Sustaining this loyalty engine requires continuous investment
in supply-chain agility, service process improvement, digital integration, and assortment evolution —
all anchored by the unwavering commitment to the EDLP promise that has made DMart India's most
operationally efficient and customer-loyal discount retailer.
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