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ABSTRACT

The purpose of this study is to identify the relationship between site
characteristics, relationship quality, and word of mouth in online retailing. Based
on the analysis of 279 questionnaires, the following research findings were
obtained. First, all characteristics of online retailing positively affect customer
satisfaction, and security has more of a positive effect on satisfaction than the
other characteristics do. Second, customer satisfaction positively affects e-trust,
e-commitment, and word of mouth. Third, e-trust positively affects e-
commitment, and e-commitment has a positive effect on word of mouth. It was
found, however, that e-trust does not positively affect word of mouth. Fourth, all
characteristics of online retailing indirectly affect e-trust, e-commitment, and
word of mouth, and it does this by moderating customer satisfaction. Fifth,
customer satisfaction indirectly affects e-commitment and word of mouth by
moderating e-trust. Sixth, e-trust indirectly affects word of mouth by moderating
e-commitment.

Keywords: Site characteristics, relationship quality, word of mouth, online
retailing
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1. INTRODUCTION

The emerging digital economy has opened up new paradigms for retailing,
and, as a result, consumers around the world face new opportunities and
challenges. The Internet — the driving engine of the new economy — has given
rise to online retailing, a new and increasingly popular way of selling products
for most organizations in the 21* century [Mukherjee and Nath, 2007]. According
to the Korea National Statistical Office [2008], e-commerce sales for 2007 were
$516.5 billion; B2B sales were $464.5 billion, an increase of 26.8%; B2G sales
were $36.8 billion, an increase of 6.9%; and B2C sales were $10.2 billion, an
increase of 12%.

The most important aspect of online retailing from the customer’s
perspective is the increase in access and choice, especially with regard to
information on products and services. In the age of the Internet, one can choose
from scores of online retailers located anywhere in the world, leading to a
breakdown of borders and to growth in the number of competitive alternatives. In
addition, there is also tremendous growth in the number of online retailers that
can potentially provide consumers with a vast array of alternatives and new
sources of information. It is precisely this potential increase in consumer
sovereignty that would also lead to an increased role of e-trust and e-commitment
in online retailing [Balto, 2000; Mukherjee and Nath, 2007].

In recent years, customer relationships have received considerable attention
from both academics and practitioners [Palmer, 2002; Reynolds and Beatty,
1999]. The popularity of relationship marketing stems, in part, from the
assumption that building customer relationships will lead to increased benefits
for the organization in the form of customer satisfaction, loyalty, word-of-mouth,
and increased purchases [Wong and Sohal, 2006]. One strategy that has gained
considerable attention is relationship marketing in which firms invest in
developing long-term bonds with individual customers. A key feature of this
strategy is that not only does it result in increased customer retention, but it also
provides a sustainable competitive advantage to the firm, since the intangible
aspects of a relationship are not easily duplicated by competitors [Roberts et al.,
2003].

According to Kotler and Keller [2009], the Internet is a nearly perfect
market because information is instantaneous and buyers can compare the
offerings of sellers worldwide. The result is fierce price competition and
vanishing brand loyalty. Given the reduction in information asymmetries between
sellers and buyers, there is a growing interest in understanding the bases of
customer loyalty in online environments [Srinivasan et al., 2002].

The purpose of this study, therefore, is to identify the antecedents and
consequences of relationship quality in online retailing after a review of the
previous studies and to identify the marketing implications for online retailers.
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2. LITERATURE REVIEW
The following review presents information on the site characteristics of
online retailing (2.1), relationship quality (2.2), and word of mouth (2.3).

2.1. Site Characteristics of Online Retailing

The issue of what online consumers want has captured the attention of
research firms as well as scholars. Several research firms have developed
methodologies that attempt to measure customer satisfaction and/or overall Web
site quality. Bizrate includes an overall score for online retailers, and ratings on
the attributes of ease of ordering, product selection, product information, price,
on-time delivery, product representation, customer support, privacy policies,
shipping, and handling [Tam, 2002]. Other online researchers have attempted to
measure quality as well. Forrester Research, comScore Networks, and Jupiter
Communications/Media Metrix regularly publish research suggesting various
attributes that relate to consumers’ ratings of online experiences [Wolfinbarger
and Gilly, 2003].

Researchers have developed attributes to predict intention to return to the
Web site [Rice, 2002], customer satisfaction with a Web site [Alpar, 2001], and
intentions to buy from the Web site [Loiacono et al., 2002]. Some researchers
focus only on online retailing sites and on consumers, whereas others include
other types of sites (e.g., news and entertainment) and B2B [Liu and Arnett,
2000]. Thus, the list of attributes found to be important is long and varied.

Interviewing both consumers and Web site designers and using
undergraduates to rate e-commerce sites, Loiacono et al. [2002] identify 12
dimensions of Web site quality that they state have sufficient discriminate
validity: informational fit-to-task, interactivity, e-trust, response time, ease of
understanding, intuitive operations, visual appeal, innovativeness, flow/emotional
appeal, consistent image, online completeness, and better than alternative
channels. Another scale that measures the Web site interface is SITEQUAL [Yoo
and Donthu, 2001]. They find a mere four rather than 12 dimensions; i.e., ease of
use, aesthetic design (site creativity with multi-media and color graphics),
processing speed (promptness of online processing and interactive
responsiveness to consumer requests), and security of personal and financial
information. Chen and Wells [1999] suggest five attributes, including Web site
relationship building, intentions to revisit, customer satisfaction with service,
comfort in surfing, and the judgment that surfing the Web site is a good way to
spend time as a measure of Web site success.

A customer’s online buying experience consists of everything, including
information search, product evaluation, decision making, making the transaction,
delivery, returns, and customer service. Yet, the focus of the majority of
researchers studying online retailing has been only on the customer’s interface
with the Web site. Consumers have different motivations for interacting with
news and entertainment Web sites, for instance, than they do for shopping online
[Wolfinbarger and Gilly, 2003]. Wolfinbarger and Gilly [2001] found that most
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online shoppers are goal-directed rather than experiential. Novak et al. [2000]
acknowledge that task-oriented and experiential navigation behavior may differ,
and Zeithaml et al. [2002] suggest that the entertainment criteria identified in the
studies of more general Web sites are not relevant in the online purchase context.

A few studies have examined the consumers’ entire online buying
experience. Szymanski and Hise [2000] suggest that four factors are important in
e-satisfaction; namely, consumer perceptions of convenience, merchandising
(including product offerings and product information), site design, and financial
security. Novak et al. [2000] measured the customer experience in online
environments.  For their online shopping sub-sample, they offered a checklist of
features for respondents to rate: ease of contact, ordering, payment returns, ease
of cancellation, customer support, cutting edge, variety, quality information,
reliability, security, and low prices. Their focus was on better understanding what
online attributes were associated with a compelling online experience. Srinivasan
et al. [2002] identify eight factors (customization, contact interactivity, care,
community, convenience, cultivation, choice, and character) that potentially
impact e-loyalty, and they develop a scale to measure these factors. Francis and
White [2002] suggest six factors (Web store functionality, product attribute
description, ownership conditions, delivered products, customer service, and
security) as the antecedents of behavior intentions.

In summary, online attributes investigated by various researchers are
divided into the customers’ interface with a Web site and/or online retail site. The
findings of researchers have differed quite widely. These differences arise in
part from the fact that investigators have had somewhat different foci. Moreover,
the methodological approaches have varied greatly, often with limited attention
given to generating items carefully and balancing coverage of different concepts
likely to be important to consumers [Wolfinbarger and Gilly, 2003]. Our research
reviews the previous studies and identifies attributes important to consumers as
follows: shopping convenience, site design, informativeness, security, and
communication.

2.2. Relationship Quality

Although the indicators vary depending on each study’s specific context,
researchers typically conceptualize relationship quality as a higher-order
construct composed of customer satisfaction, trust, and commitment. For
example, Dorsch et al. [1998] and Ulaga and Eggert [2006] conceptualize
relationship quality as being indicated by customer satisfaction, trust, and
commitment on the part of the buyers. Similarly, Crosby et al. [1990] identify
customer satisfaction and trust as key constituents of relationship quality. Finally,
more recently, relationship quality has been described as a higher-order construct
with trust and commitment as first-order constructs [Hewett et al., 2002; Hibbard
et al., 2001]. In line with these previous studies, this study focuses on customer
satisfaction, e-trust, and e-commitment as key characteristics of relationship
quality.
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2.2.1. Customer Satisfaction

The role of customer satisfaction as a measure of relationship quality is
best articulated in Storbacka et al.’s [1994] definition of customer satisfaction.
They suggest that customer satisfaction is the customers’ cognitive and affective
evaluation based on their personal experience across all service episodes within
the relationship. It stands to reason that a customer who is not satisfied with the
service received by a service provider cannot be expected to have a good
relationship with the firm, as the satisfaction of customer needs is at the core of
the exchange relationship [Roberts et al., 2003]. Note that, in this context,
customer satisfaction is used in the sense of cumulative satisfaction (as opposed
to transactional or episodic satisfaction). Crosby et al. [1990] suggest that
customer satisfaction is the summary measure that provides an evaluation of the
quality of all past interactions with the service provider and, in doing so, shapes
expectations about the quality of future interactions. In a study of business-to-
business relationship, Dorsch et al. [1998] found that more satisfied buyers have
higher quality relationships with their vendors. In addition, the more satisfied
buyers were more knowledgeable about the roles assumed and performed by the
vendors, and they were more discriminating about the quality of their
relationships with the vendors.

Studies on the relationship between online attributes and customer
satisfaction progressed over several years. They were as follows. There was the
effect of shopping convenience on customer satisfaction [Balasubramanian and
Mahajan, 2001; Schaffer, 2000; Cameron, 1999; Srinivasn et al., 2002]. There
was the effect of site design on customer satisfaction [Page and Lepkowska-
Whitc, 2002; Ranganathan and Ganapathy, 2002; Szyminski and Hise, 2000;
Loshe and Spiller, 1998]. There was the effect of informativeness on customer
satisfaction [Jun and Chung, 2006; Girard et al., 2002; Chen and Wells, 1999];
There was the effect of security on customer satisfaction [Udo, 2001; Hoffman
and Novak, 2000; Reichheld and Schefter, 2000]. There was the effect of
communication on customer satisfaction [Barlow et al., 2004; Swaminathan et al.,
1999; Joines et al., 2003].

Thus, the positive relationships between five factors (shopping
convenience, site design, informativeness, security, and communication) and
customer satisfaction are captured in the following hypotheses.

H1: The shopping convenience of online retailing will have a positive effect
on customer satisfaction.

H2:  The site design of online retailing will have a positive effect on customer
satisfaction.

H3:  The informativeness of online retailing will have a positive effect on
customer satisfaction.
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H4:  The security of online retailing will have a positive effect on customer
satisfaction.

H5:  The communication of online retailing will have a positive effect on
customer satisfaction.

2.2.2. E-Trust

Trust has been defined in a variety of ways in the relationship marketing
literature; e.g., “as a willingness to rely on an exchange partner in whom one has
confidence” [Moorman et al., 1992], and as the belief that a partner’s word or
promise is reliable and a party will fulfill his or her obligations in the relationship
[Wong and Sohal, 2006]. E-trust, according to Mukherjee and Nath [2007], is so
important to relational exchange that it is “the cornerstone of the strategic
partnership” between the seller and the buyer. It is difficult to imagine that
consumers would transact with online retailing without having put their basic
trust in a specific vendor [Pang et al., 2007]. Trust (i.e., confidence in the
reliability and integrity of an exchange partner) is considered central to B2B
relationships. Recently, the role of e-trust in B2C exchanges has received more
attention [Eastlick et al., 2006; Jin et al., 2008; Horppu et al., 2008].

Focusing on the retail industry, contact employees can deliver high levels
of trust by continually demonstrating that they have the customers’ best interest
at heart, that they have the skills required to meet customer needs, and that they
have the ability to solve customer problems honestly and skillfully [Beatty et al.,
1996]. In addition, propensity to trust is important in economic transactions as it
reduces perceived risk [Humphrey and Schmitz, 1998]. This is particularly
important in the case of online retailing, where the buyer and seller are physically
separate, contingencies are difficult to predict and incorporate into contracts,
relationships are difficult to monitor, and cyber-laws are not well defined. A high
level of customer satisfaction with services received in previous online
transactions is likely to increase the propensity to e-trust [Pavlou and Chellappa,
2000]. Moreover, Morgan and Hunt [1994] suggest trust as a key-mediating
variable that is central to relational exchanges. Ulaga and Eggert [2006]
underline the importance of trust-building activities within a relationship
marketing approach and suggest that customer satisfaction with the supplier will
translate into commitment only if the purchasing relationship is characterized as
trust. Horppu et al. [2008] suggest that Web site satisfaction has a positive effect
on Web site trust.

Thus, the positive relationship between customer satisfaction and e-trust
are captured in the following hypothesis.

H6:  Customer satisfaction with five factors of online retailing will have a
positive effect on e-trust.
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2.2.3. E-commitment

Moorman et al. [1992] define commitment as an enduring desire to
maintain a valued relationship. The term “valued relationship” emphasizes the
belief that commitment exists only when the relationship is considered important.
This implies a higher level of obligation to make a relationship succeed and to
make it mutually satisfying and beneficial [Gundlach et al., 1995; Morgan and
Hunt, 1994]. Given the higher level of commitment among individuals who
believe that they receive more value from a relationship, highly committed
customers should be willing to reciprocate effort on behalf of a firm because of
past benefits received [Wong and Sohal, 2006].

According to Morgan and Hunt [1994], a critical complement of trust in
exchange relationships is commitment. Trust influences relationship commitment.
Partners in business value trust-based relationships very highly and commit
themselves to such relationships [Mukherjee and Nath, 2007]. They suggest that
e-trust positively affects e-commitment and that e-commitment has a positive
effect on behavioral intentions (word of mouth, purchase intention, and continued
interaction). Eastlick et al. [2006] also suggest that trust positively affects
commitment and that commitment positively affects purchase intent in online
B2C. These studies have focused on the relationship among e-trust, e-
commitment, and behavioral intention. Achrol [1991], Moorman et al. [1992],
and Morgan and Hunt [1994] have also demonstrated the trust-commitment
interaction.

Web site satisfaction has a positive effect on Web site trust [Horppu et al.,
2008]. Hence, customer satisfaction with site characteristics of Internet shopping
will affect e-commitment because e-trust and e-commitment are interactive

Thus, we hypothesize that, as customer satisfaction increases, e-
commitment also increases and that, as e-trust increases, e-commitment also
increases.

H7:  Customer satisfaction with five factors of online retailing will have a
positive effect on e-commitment.

H8:  E-trust will have a positive effect on e-commitment.

2.3.  Word of Mouth

Word-of-mouth (WOM) communication is defined as the willingness to
engage in informal conversations about the product between people who are
independent of the company providing the product, and in a medium independent
of the company [Silverman, 1997].

Repeatedly, research has shown the importance of consumer word of
mouth (WOM) in the formation of attitudes [Bone, 1995], in a purchase decision-
making context [Bansal and VVoyer, 2000], and in the reduction of risk associated
with buying decisions [Murray, 1991]. Scholars agree that WOM is especially
critical for the success of service providers [Berry and Parasuraman, 1991]. Word
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of mouth has long been recognized as a powerful force affecting consumer
choice, loyalty, and switching [von Wangenheim and Bayon, 2004]. Customer
satisfaction is widely accepted among researchers as a strong predictor for
behavioral variables such as repurchase intentions, word of mouth, or loyalty
[Ulaga and Eggert, 2006].

Park and Lee [2009] suggest that e-WOM effect is greater for negative e-
WOM than for positive e-WOM, greater for an established Web site than for an
unestablished Web site, and greater for experience goods than for search goods.
For consumers who are more motivated to process information, e-WOM
recommendations lead, overall, to more time spent on the choice task [Gupta and
Harris, 2009].

Consumers often depend on word of mouth to reduce perceived risk and
uncertainty related to decision-making regarding service [Mangold et al., 1999].
In particular, this fact can be applied to online retailing, where the buyer and the
seller are physically separated, contingencies are difficult to predict and
incorporate into contracts, relationships are difficult to monitor, and cyber-laws
are not well defined. If e-trust and e-commitment are high, positive word-of-
mouth communication is more likely in online retailing [Mukherjee and Nath,
2007; Rauyruen and Miller, 2007; Cater and Zabkar, 2008].

Thus, we hypothesize that customer satisfaction, e-trust, and e-
commitment positively affect word of mouth.

H9:  Customer satisfaction with five factors of online retailing will have a
positive effect on word of mouth.

H10:  E-trust will have a positive effect on word of mouth.

H11: E-commitment will have a positive effect on word of mouth.

3. PROPOSED MODEL AND METHODOLOGY

The model shown in Figure 1 is proposed to test empirically the key
conceptual ideas embedded in online retailing. Major interest is in understanding
the key linkages between site characteristics of online retailing (shopping
convenience, site design, informativeness, security, and communication),
relationship quality (customer satisfaction, e-trust, and e-commitment), and word
of mouth.

The survey sample of 300 university students includes customers in South
Gyeongsang Province who have experienced online transactions. For data
collection purposes, the personal interview technique was used in the Province
from November 12, 2008, to November 28, 2008. Of the 300 questionnaires, 21
were eliminated because of excessive missing data, resulting in a final sample of
279 students.
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Site Characteristics Relationship Quality
. Shopping Convenience . Customer Satisfaction
. . — _ | Word
. Site Design . e-trust of Mouth
. Informativeness . e-commitment
. Security
. Communication

Figure 1. Proposed Model Showing Relationship Between
Site Characteristics, Relationship Quality, and Word of Mouth

Of the respondents, 50.2% were female; 53.0% were first-year students;
29.7% were students who have experienced more than seven online transactions;
and 51.3% were students who have had four years of Internet use. In terms of
items purchased, 76.7% of the purchases made were clothing. A total of 65.9%
of the respondents used a general online shopping mall; and 50.0% used online
and off-line transactions simultaneously. In all, 24.4% of their yearly Internet
trade was below $100; 34.4% was from $100 to $200; 22.2% was from $200 to
$300; and 18.6% was above $400.

3.1. Measures

The model that we test here has nine constructs, each having multiple
items that are measured using a seven-point Likert scale (1 = “strongly disagree”
and 7 = “strongly agree™). To enhance the content validity of the measures, a
number of steps were taken. Wherever possible, existing measures were adopted.
To assist with translation, the measures were first discussed with a panel of 10
managers of an online retailing operation. Managers were interviewed
individually and were asked to review the questionnaire and assess its suitability,
readability, and ambiguity. The questionnaire was iteratively revised based on
feedback received from the managers.

The revised questionnaire was then pilot tested. Questionnaires were sent
to 30 randomly selected university students, and 20 usable responses were
received. The questionnaire was further revised according to the preliminary
analysis based on the pilot data. The final version of the questionnaire is
discussed below.

In online transactions, consumers may perceive the level of site
characteristics compared with other online retailing. Site characteristics were
operationalized as the overall consumer’s impression of online retailing’s ability,
and included five factors as the antecedents of customer satisfaction. Shopping
convenience was measured using seven items developed by Balsubramanian
[1997] and Schaffer [2000]. Site design was measured using seven items
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developed by Szyminski and Hise [2000] and Page and Lepkowska-Whitc [2002].
Informativeness was measured using six items developed by Peterson et al.
[1997]. Security was measured using seven items developed by Udo [2001].
Communication was measured using five items developed by Ha [2002] and
Liang and Huang [1998].

Customer satisfaction was operationalized as the overall perception of
online retailing offerings, shopping environment, and purchase. It was measured
using four items developed by Szymanski and Hise [2000] and Anderson [1994].
E-trust was operationalized as the overall perception of information, promise, and
product provided by online retailing. It was measured using five items developed
by Mukherjee and Nath [2007] and Wong and Sohal [2006]. E-commitment was
operationalized as the overall perception of friendliness, bond, and good feeling
for an online retailing operation. It was measured using seven items developed by
Mukherjee and Nath [2007] and Wong and Sohal [2006]. Word of mouth was
operationalized as the overall perception of recommendation and statement of
positive things about an online retailing operation, and measured using three
items developed by Srinivasan et al. [2002]. See Table 1.

Table 1
Scale Items
Scale Items
Shopping Convenience scl. This online retailing is very convenient to use.
sc2. It takes a short time to shop at this online retailing.
sc3. This online retailing provides easy procedures for ordering.
sc4. A first-time buyer can make a purchase without much help.
scb. It is easy to learn the use of this online retailing.
sc6. It is concise to use this online retailing.
sc7. It is easy to purchase in this online retailing.
Site Design sd1. The online retailing is visually appealing.
sd2. This online retailing has a good selection.
sd3. The online retailing’s appearance is professional.
sd4. It is quick and easy to complete a transaction at this online retailing.
sd>5. It is easy to understand the design of this online retailing.
sd6. This online retailing shows a vivid display of products.
sd7. The design of this online retailing is consistent.
Informativeness iul. This online retailing provides rich information on features and quality
of the products.
iu2. This online retailing provides accurate information on features and
quality of the products.
iu3. This online retailing provides various kinds of peripheral information
(payment, delivery, and return).

iu4. This online retailing provides good information on products.
iu5. This online retailing tries to provide useful information.
iu6. This online retailing tries to provide helpful information.
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Table 1 (Cont’d)

Security

ssl.
SS2.
$s3.
ss4.

ss5.
SS6.
ss7.

| feel safe in my transactions with this online retailing.

| feel like my privacy is protected at this online retailing.

I trust this online retailing will not misuse my personal information.

I trust that this online retailing will not give my information to other
sites without my permission.

This online retailing prevents information leak regarding credit cards.
This online retailing prevents the leak of personal e-mail.

This online retailing does not make a mistake regarding payment.

Communication

ccl.
cc2.
cc3.
ccé.

ccS.

Consumers are free to talk about an idea/or complaint at this online
retailing.

This online retailing has a good FAQ system.

Customers can actively review products of this online retailing.

This online retailing provides freedom to exchange opinions between
customers.

This online retailing provides e-mail and a contact address.

Customer Satisfaction

csl.
cs2.

cs3.
cs4.

I am satisfied with the offerings at this online retailing.
| am satisfied with the purchases at this online retailing.

I am satisfied with the products at this online retailing.
| am satisfied with the shopping environment of this online retailing.

E-trust

trl.
tr2.
tr3.

trd.
trb.

I trust the information that this online retailing provides.
I trust the promise that this online retailing makes.
I trust the products that this online retailing provides.

I trust the delivery of products that this online retailing makes.
I will continue to transact with this online retailing.

E-commitment

col.
co2.
co3.
co4.
co5.
co6.
co7.

| feel this online retailing is a friend.

| feel this online retailing is a part of living.

I am attached to this online retailing.

| feel a sense of belonging to this online retailing.

I have a good feeling for this online retailing.

This online retailing provides me an important channel of purchasing.
I would like to make a commitment to this online retailing.

Word of Mouth

woml. | say positive things about this online retailing to other people.
wom2. | recommend this online retailing to anyone who seeks my advice.
woma3. | say positive things about products of this online retailing.

3.2 Validity and Reliability of Measures

Before testing the hypothesized relationship, we examined the scales used
to operationalize the constructs through the estimation of the measurement model
[Anderson and Gerbing, 1988]. Confirmatory factor analysis (CFA) was used to
assess the unidimensionality and validity of the constructs. The results of fit
index for the measurement model are as follows. The GFI was 0.887, the RMR
was 0.064, the RMSEA was 0.055, the TLI was 0.936, and the CFI was 0.949

(Table 2)
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Table 2. Confirmatory Factor Analysis

. . Standardized Composite
Variables Items |[Estimates| S.E. Estimates C.R. Reliability AVE
scl 0.857 0.062 0.773 13.776
Shopping sc2 0.872 0.065 0.752 13.352
0.920 0.822
Convenience sc4 1.000* 0.843
sc6 0.945 0.077 0.703 12.292
sdl | 1.000* 0.814
Site Design 0.959 0.922
sd2 0.949 0.105 0.768 9.032
im4 0.972 0.078 0.845 12.434
Informativeness 0.974 0.949
im5 | 1.000* 0.876
ssb 0.927 0.053 0.836 17.559
Security ss6 0.986 0.051 0.900 19.299 0.984 0.956
ss7 1.000* 0.872
ccl | 1.000* 0.887
Communication 0.956 0.919
cc2 0.745 0.107 0.654 6.980
cs2 0.762 0.058 0.715 13.100
Customer
cs3 0.882 0.056 0.820 15.712 0.902 0.943
Satisfaction
cs4 | 1.000% 0.856
trl 0.902 0.055 0.834 16.492
e-Trust tr2 1.000* 0.866 0.983 0.950
tr3 0.867 0.054 0.816 16.039
co2 0.921 0.067 0.816 13.799
co3 0.951 0.064 0.870 14.747
e-Commitment 0.982 0.931
co4 0.867 0.063 0.813 13.745
co7 | 1.000* 0.755
woml| 0.781 0.074 0.697 10.595
Word of mouth . 0.975 0.952
wom2| 1.000 1.002
*/df: 441.054(239), p: 0.000, CMIN/DF: 1.845, RMR: 0.064 GFI: 0.887, AGFI: 0.846,
NFI: 0.897, IFI:0.950 TLI: 0.936, CFI:0.949, RMSEA: 0.055

*: To standardize estimates, 1 was designated.
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The measurement model was generally satisfied. To determine reliability,
we used Cronbach’s coefficient alpha to separately assess the reliability of scales
adopted in this study. All reliabilities for the multi-item scales were above 0.815:
shopping convenience (0.864), site design (0.849), informativeness (0.822),
security (0.903), communication (0.815), customer satisfaction (0.837), e-trust
(0.876), e-commitment (0.902), and word of mouth (0.819). In addition, all
composite reliabilities for multi-item scales were above 0.902. All of the loadings
in the model were significant.

Discriminant validity was evaluated by testing whether pairs of constructs
were correlated less than unity. The chi-square differences test with one degree
of freedom was used to test for unity between the constructs. This indicates a
satisfactory level of discriminant validity. An examination of the pair-wise
correlations among the variables provides preliminary support for the hypotheses
(Table 3).

Table 3
Correlation Matrix

Means| S.D. 1 2 3 4 5 6 7 8 9

1 5.64 | 0.860 | 1.000

2 4.48 | 0.954 [0.407™"| 1.000

3 4.22 | 0.874 |0.3407(0.5517"| 1.000

4 3.83 | 1.17 [0.1537]0.184™"]0.283™| 1.000

5 4.40 | 0.946 [0.29477/0.284™|0.455"|0.332™"| 1.000

6 459 | 0.883 |0.487™|0.505™0.539™|0.454"0.450™| 1.000

7 413 | 1.06 |0.3557|0.324™0.541™]0.380""|0.443™(0.591"| 1.000

8 4.03 | 1.17 |0.338™/0.41070.438™(0.264™|0.319™|0.500""|0.471™"| 1.000

9 3.75 | 1.18 |0.2317|0.346™0.35777]0.266|0.280""|0.4140.331""|0.603™"| 1.000

1=Shopping convenience 5 = Communication
2=Site design 6 = Customer satisfaction
3=Informativeness 7 = e-trust

4=Security 8 = e-commitment

9 = Word of mouth
Note: Significance levels of correlation are denoted as **p<0.01.
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4, PATH ANALYSIS AND HYPOTHESIS TESTING

After measurement purification, the path relationships within the research
model were analyzed by structural equation modeling (SEM) using AMOS 7.0.
We used AMOS 7.0 for data analysis since the proposed research model consists
of a simultaneous system of equations having latent constructs and multiple
indicators. The fit indices of the research model shown in Figure 2 are acceptable
(x*/df=481.864(254), P=0.000, CMIN/DF=1.897, GFI=0.875, RMR=0.077,
IF1=0.949, TLI=0.932, CFI1=0.943, RMSEA=0.057).

5dl

Customer
satisfaction

Co2 Co3 Cod Co?

Figure 2. Structural Model

The results of the SEM shown in Table 4 provide support for all of the
hypotheses except H10. Shopping convenience, site design, informativeness,
security, and communication have a positive effect on customer satisfaction
(H1=0.300 and t=5.154, H2=0.313 and t=4.740, H3=0.135 and t=2.105,
H4=0.346 and t=6.407, H5=0.135 and t=2.104). Customer satisfaction has a
positive effect on e-trust and e-commitment (H6=0.704 and t=10.880, H7=0.390
and t=4.234). E-trust has a positive effect on e-commitment (H8=0.275 and
t=3.055). Customer satisfaction, e-trust, and e-commitment have a positive effect
on word of mouth (H9=0.246 and t=2.947, H10=-0.025 and t=-0.308, H11=0.520
and t=7.308).
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Table 4
Parameter Estimates for Research Model
Parameter Description Standardized | S.E. t-value Result
Estimate

H1 Convenience 0.300 0.059 | 5.154** | accepted
— Customer satisfaction

H2 Design 0.313 0.057 | 4.740** | accepted
— Customer satisfaction

H3 Informativeness 0.135 0.060 | 2.105* | accepted
— Customer satisfaction

H4 Security 0.346 0.041 | 6.407** | accepted
— Customer satisfaction

H5 Communication 0.135 0.057 | 2.104* | accepted
— Customer satisfaction

H6 Customer satisfaction 0.704 0.077 | 10.880** | accepted
— e-Trust

H7 Customer satisfaction 0.390 0.129 | 4.234** | accepted
— e-Commitment

H8 e-Trust 0.275 0.105 | 3.055** | accepted
— e-Commitment

H9 Customer satisfaction 0.246 0.112 | 2.947** | accepted
— Word of mouth

H10 e-Trust -0.025 0.089 | -0.308 rejected
—Word of mouth

H1l e-Commitment 0.520 0.068 | 7.308** | accepted
—Word of mouth

Note: Significance levels are denoted as **p<0.01, *p<0.05.

Shopping convenience, site design, informativeness, security, and
communication have indirect impacts on e-trust and e-commitment by
moderating customer satisfaction and, further, have indirect impacts on word of
mouth by moderating e-trust and e-commitment. Customer satisfaction has an
indirect impact on e-commitment and word of mouth by moderating e-trust. E-
trust does not have a direct impact on word of mouth, but indirectly affects it by
moderating e-commitment (Table 5).

5. DISCUSSION AND CONCLUSION

The major objective of this study is to identify the relationship between site
characteristics, relationship quality, and word of mouth in online retailing. The
results offer empirical support for the model tested. Customers’ perceptions of
site characteristics were positively related to customer satisfaction and were
indirectly related to e-trust, e-commitment, and word of mouth. This finding
reiterates the importance of online retailing’s ability that can provide site
characteristics based on customers’ needs. In addition, it shows that security of
site characteristics is the most significant factor affecting customer satisfaction.
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Table 5
Direct and Indirect Effect Among Variables
1 2 3 4 5 6 7 8

Customer * * * . .
d 103000 | 0313 | 0.135 | o/ | (435

Satisfac- :
tion !

e-trust d .
0.704

0.211" | 0.221" | 0.095" | 0.243™ | 0.095

e-commit- | g . -
0.390" | 0.275

ment -
' | 0175" | 0.183" | 0.079" | 0.202"" | 0.079" | 0.194"
Word of d i
mouth 0.246" | -0.025 | 0.520

0.160" | 0.167" | 0.072" | 0.184™ | 0.072" | 0.286" | 0.143™

1= Convenience; 2 =Design; 3=Informativeness; 4=Security; 5=Communication; 6=Satisfaction;
T=e-trust; 8=e-commitment. d = direct effect; i = indirect effect.

Note: Significance levels are denoted as **p<0.01, *p<0.05.

When Korean consumers transact with online retailing, they tend to be
very concerned about financial security, compared with Western consumers. Site
design is the second factor and shopping convenience is the third factor that
affects customer satisfaction. In the study by Szymanski and Hise [2000],
shopping convenience had the most significant impact on e-satisfaction. On the
other hand, informativeness and communication have lower impacts on customer
satisfaction. This means that consumers may feel dissatisfaction with the
information quality and communication system of online retailing. Customers
today perceive fewer real product differences and show less brand loyalty, and
they are becoming more price and quality sensitive in their search for value. In
fact, because informativeness and communication of online retailing can be
important factors in increasing online transactions, marketers need to enhance
them for customer satisfaction.

The ultimate goal of relationship quality is to strengthen already strong
relationships and to convert indifferent customers into loyal ones. Online
transactions and exchange relationships are characterized not only by uncertainty,
but also by anonymity, lack of control, and potential opportunism, making risk
and trust crucial elements of e-commerce. Hence, it is difficult to imagine that
consumers would transact with online retailing without having put their basic
trust in a specific vendor.

The concept of relationship quality is a higher order construct consisting of
several distinct but related components or dimensions (e.g., opportunism,
customer orientation, conflict, trust, satisfaction, commitment, and perceived
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quality). Customer satisfaction has a stronger positive impact on e-trust than e-
commitment. This finding may be consistent with the suggestion that a critical
complement of e-trust in exchange relationships is e-commitment [Mukherjee
and Nath, 2007]. E-trust has a positive impact on e-commitment. This is
consistent with the results of previous studies [Hewett et al., 2002; Ulaga and
Eggert, 2006]. Customer satisfaction has a positive impact on word of mouth.
This is consistent with previous studies [Ulaga and Eggert, 2006].

The indirect effect of customer satisfaction on word of mouth is more than
the direct effect. E-commitment has a positive impact on word of mouth, but e-
trust does not. It shows that customers’ perceptions of trust in online retailing are
lower than e-commitment. In an online environment, commitment is referred to
as the nature of association and sense of belonging. However, e-trust has an
indirect impact on word of mouth by moderating e-commitment. Therefore,
relationship quality is positively related to word of mouth for online retailers.

Word of mouth has long been recognized as a powerful force affecting
consumer choice, loyalty, and switching. Positive word of mouth for online
retailers has been one of the most effective formats of advertising. It is
reasonable to expect that consumers who have greater search intention for
product information via the online store are likely to have greater intention to
recommend the online store to others, compared with ones who have lower
search intention for product information via the online store.

In addition, site characteristics have indirect impacts on e-trust, e-
commitment, and word of mouth through moderator variables. Therefore, the
relationship among site characteristics, relationship quality, and word of mouth is
good circulation. Positive word of mouth can start with customer satisfaction of
site characteristics in online retailing.

From a managerial point of view, there are several major implications.
First, the security of site characteristics is the most significant factor directly
affecting customer satisfaction and indirectly affecting e-trust, e-commitment,
and word of mouth. Financial security prevents the information leak of credit
card information and personal e-mail and prevents payment mistakes, and plays a
crucial role in improving relationship quality and word of mouth.

Site design is the second factor directly affecting customer satisfaction and
indirectly affecting e-trust, e-commitment, and word of mouth. Visual appeal and
good selection of site design are also important to customers because of the
increase in access and choice, especially in regard to information on products and
services.

Shopping convenience is the third factor directly affecting customer
satisfaction and indirectly affecting e-trust, e-commitment, and word of mouth.
Customers value convenience of use, time saving, and ease of purchase in using
online retailing because they are often pressed for time. Informativeness and
communication are the lower factors directly affecting customer satisfaction and
indirectly affecting e-trust, e-commitment, and word of mouth. Customers today
perceive fewer real product differences and show less brand loyalty, and they are
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becoming more price and quality sensitive in their search for value. In fact,
because informativeness and communication of online retailing can be important
factors in increasing online transactions, marketers need to enhance them for
customer satisfaction.

As stated above, managers of online retailers should improve site
characteristics in order to maintain the higher level of relationship quality and
positive word of mouth. Managers should remember that when consumers
purchase some products by online retailing, they could compare the site
characteristics of that site with the characteristics of others. Hence, site
characteristics can play a key role in online transactions. It is important to
develop and manage the site characteristics of online retailing because the
environment is continually changing and the level of customers’ requirement for
online shopping is increasing.

Second, customer satisfaction positively affects e-trust, e-commitment, and
word of mouth. E-trust positively affects e-commitment and indirectly affects
word of mouth. E-commitment positively affects word of mouth. Customer
satisfaction regarding an online environment may also be driven by consumer
benefits in using self-service technologies. This implies that the drivers of Web
satisfaction may include Web site characteristics, the specific Web site’s value,
and its relative value. Hence, managers of online retailing should focus on
building long-term relationships with consumers by satisfying their needs. E-trust
is considered one of the most important prerequisites for e-commerce success.
Online transactions and exchange relationships are characterized not only by
uncertainty, but also by anonymity, lack of control, and potential opportunism,
making risk and trust crucial elements of e-commerce. Commitment is the key
component of establishing and maintaining long-term relationships between
business partners. The success of online retailing depends on building positive e-
trust and e-commitment.

Third, consumers often depend on word of mouth to reduce perceived risk
and uncertainty related to decision making regarding online shopping. Word of
mouth can be especially critical for the success of online retailing. The e-WOM
effect is greater for negative e-WOM than for positive e-WOM, greater for an
established Web site than for an unestablished one, and greater for experience
goods than for search goods. Hence, managers of online retailing should take
steps to prevent negative word of mouth and to enhance positive word of mouth.

The results of this paper show that site characteristics can be the
antecedents of relationship quality and word of mouth because of the direct and
indirect effect of site characteristics on customer satisfaction, e-trust, e-
commitment, and word of mouth. According to Ulaga and Eggert [2006], the
concept of relationship quality is a higher order construct consisting of several
distinct but related components or dimensions (e.g., opportunism, customer
orientation, conflict, trust, satisfaction, commitment, and perceived quality). This
paper shows that the relationship quality of an online environment is a higher
order construct consisting of customer satisfaction, e-trust, and e-commitment
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because customers positively affect e-trust and e-commitment, and e-trust
positively affects e-commitment. Hence, these three constructs have cause-effect
relationships.

There are some limitations of this study that should be considered when
interpreting its findings. Our model does not take into account other independent
variables that may affect relationship quality and other dependent variables that
relationship quality may affect. Based on our findings, a more comprehensive
model of relationship quality in online retailing can be developed and tested. In
addition, the suitability of online retailing depends largely on the characteristics
of the products and services being marketed [Peterson et al., 1997]. This study
does not control for such differences across product and service categories.
Researchers can develop richer models that capture and explain these differences.
When applying the results to other countries, it is necessary to consider the level
of e-commerce in each country. In addition, because the rapid growth of e-
commerce can promote demand homogeneity among young generations all over
the world, it is necessary to make a comparative study.
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