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THE ADOPTION OF INTERNET SHOPPING
FOR TRAVEL SERVICES

ABSTRACT

The study explores consumers’ adoption of Internet shopping in the context of UK travel
services. The key objective is to identify the profile of Internet shoppers and the
antecedents of Internet shopping adoption for travel services. The study proposes a
model for the prediction of Internet shopping adoption, drawing upon Davis’ (1989)
Technology Acceptance Model with the inclusion of individual characteristics, perceived
risk and trust. The model identifies the structural relationships among the eight constructs
(i.e. perceived usefulness, perceived ease-of-use, innovativeness, involvement, opinion
leadership, perceived risk, trust and adoption), which were examined through Structural
Equation Modelling (SEM) with AMOS. The study employs a multi-methodology approach,
which involves focus group discussions at the exploratory stage and a questionnaire
survey in the data collection stage. The final survey was of a screened sample of 500
respondents who had purchased travel services online. A total of 299 qualified
respondents from all over the UK completed the online survey.

The descriptive results present a profile of travel e-shoppers in terms of demographic,
geodemographic and buying patterns. The SEM tested the hypothesised relationships
among the constructs, as postulated in the model. Nine of the hypothesised links were
supported and six were rejected. Eventually, a robust model that has statistical and
explanatory power was confirmed. The results explicitly clarified several key contributions
to marketing theory and for the travel and tourism industry. For example, it was
demonstrated that perceived usefulness is the key determinant of Internet shopping
adoption decisions. Also, consumer innovativeness is the key influence on Internet
shopping adoption at the personal level, followed by consumer involvement in the
shopping process. The study also reveals three new relationships, between opinion
leadership and perceived ease-of-use, consumer involvement and ease-of-use and
consumer innovativeness and trust, which have not been examined empirically by
previous research. By identifying the primary drivers of Internet shopping adoption for
travel services, the study contributes to and extends the understanding of the Internet as a
medium for commercial use in the B2C arena as well as expanding the literature on new
technology adoption.

Keywords: Internet shopping, Travel services, UK, Consumer behaviour, Technology
Acceptance Model, Adoption, Innovativeness, Involvement, Opinion Leadership,
Perceived Risk, Trust, Structural Equation Modelling.
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Abbreviations & Terms Definition

Adoption/ Consumer adoption*

The stages that consumer go through in the
purchase process ranging from awareness to
knowledge, evaluation, trial, and adoption.

Consumer innovativeness

A personality trait designed to account for the
degree to which a consumer accepts and purchases
new products and services.

Consumer involvement

The interest or concern with a product brought about
by the situation or context. For example, consumers
may become situationally involved with buying a
product from the Internet compared to physical
store.

Electronic commerce / E-commerce*

Consists primarily of the distributing, buying, selling,
marketing, and servicing of products or services
over electronic systems such as the Internet and
other computer networks.

E-mail (Electronic mail)

A method of composing, sending, and receiving
messages over electronic communication systems.

Homepage The start page or main web page of a website.
HTML (Hyper Text Mark-up A mark-up language designed for the creation of web
Language) pages and other information viewable in a browser.

Internet marketing/ Online
marketing/ E-marketing*

The Internet and e-mail based aspects of a marketing
campaign which include banner ads, e-mail
marketing, search engine optimization, e-commerce
and other tools.

Internet retailer/ online retailer/ E-
tailer*

Retailers who leverage the efficiency of the Internet
to improve a customer’s buying experience.




Abbreviations & Terms Definition

internet shopper/ Online shopper/
E-shopper*

Consumers who use the Internet from product
information searching, booking and making actual
purchases by conducting transaction online.

Internet shopping / Online shopping /
E-shopping*

Any activities prior to making a purchase from
information related search to the actual process of
purchasing.

Internet survey / Online survey /
E- survey*

Questionnaires that can either be distributed as e-
mail messages or posted as www forms on the
Internet.

Internet tourism/ Online tourism/
E-tourism*

Internet marketing in the field of travel and tourism.

IP (Internet Protocol)

A data-oriented protocol used by source and
destination hosts for communicating data across a
packet-switched inter-network.

Purchase behaviour/ Buying
behaviour*

In this context it refers to consumer shopping pattern
which includes intensity and frequency of purchase,
length of adoption, types of product purchase and
purchase location.

Shopping cart

Software used to make a site's product catalogue
available for online ordering, whereby visitors may
select, view, add/delete, and purchase merchandise.

SMTP (Simple Mail Transfer
Protocol)

The standard in practice for email transmission
across the Internet.

Tourism/ Travel *

In this context travel has a similar definition to
tourism, but implies a more purposeful journey.

Travel services / Tourism products*

Any services related to travel and tours such as
accommodation (e.g. hotels, bed and breakfast,
caravan sites), transports (e.qg. flights, trains, ferries,
car rental), place of interest (e.g. tickets,
sightseeing, entertainment, outdoor activities) etc.

URL (Uniform Resource Locators)

An Internet protocol element consisting a name or
address that can be used to refer to a resource. ltis
a fundamental component of the Web.

Web browser

A software application that allows for the browsing of
the Web.

The selection and coordination of available

Web features components to create the layout and structure of a
Web page.
A resource on the Web, usually in HTML/XHTML
Web page format and with hypertext links to enable navigation
from one page or section to another.
A collection of web pages, typically commonto a
Website/ Site* particular domain name or sub-domain on the Web
on the Internet.
An information space in which the items of interest,
World Wide Web / WWW / Web* referred to as resources, are identified by global
identifiers called URL.
Note:

* The terms used interchangeably in the thesis.
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INTRODUCTION

"Market research is like driving along looking in the rear view mirror. You are studying what

has gone."

—  Awnita Roddick —

(Founder and Managing Director, Body Shop International)
— The Times (19 June 1987) —
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Chapter One
INTRODUCTION

1.0 Introduction to Research Area

This chapter introduces the fundamental elements that form this study. It begins with an
introduction of the research scope, which is based on three bodies of knowledge: Internet
marketing (also known as ‘online marketing’ or ‘e-marketing’), consumer behaviour and the
travel and tourism industry. Next, this chapter presents a brief background of the study,
which then links to the research problems and the gaps in current knowledge. Finally, the
overall purpose of the study and the specific research objectives are highlighted.

During the last decade, information and communications technology (ICT) has evolved
dramatically and has become a part of everyday life for most people in modern society. The
development of IT has had a major impact on most industries, especially the travel and
tourism industry, one of the largest and fastest growing industries in the world. The travel
industry, along with the financial industry, has been one of the largest Internet users in terms
of marketing and distributing its services (Lexhagen and Nysveen, 2000).

The development of IT has had a particular impact on the travel business, as it provides
unique opportunities for interaction between partners, suppliers and customers, no matter
how distant they may be (Buhalis, 2000). The Internet presents a great opportunity for travel
marketers to use this medium to sell their products. This has had a major impact on the
development of many areas of tourism, such as hotels, airlines and travel agents. Many
tourism companies in the UK use the Internet to market and distribute their travel services
and this has affected the way consumers interact with the company. Various travel
companies such as airlines (e.g. Easy Jet, Ryan Air), hotels (e.g. Travelodge, Holiday Inn)
and tourism organisations (e.g. London Tourist Board, Wales Tourist Board) offer the
possibility of booking and purchasing their services over the Internet.

On the Internet, travel services such as flights tickets, accommodation and holidays have
becoming the most popular online purchases compared to other types of products (National
Statistics, 2001). This is a growing trend and many companies want to invest in this kind of
service. As a result, the UK has remained the largest online travel market in Europe in 2004,
accounting for 37 percent of the European online travel market (Marcussen, 2005). Travel
agents used to be the main providers of booking systems, but with the development of ICT,
this trend has shifted and booking systems are now directly accessible to the consumers
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The Internet is also ideal for targeting niche markets in which buyers and sellers are small
and geographically dispersed, and the products or services are specialized or unique (e.g.,
antique collectibles) (Quelch and Klein, 1996; Peterson et al., 1997). The Internet gives such
retailers international exposure without large investments in advertising as well as allowing
retailers to build valuable one-on-one customer relationship (Hazel, 1996; Butler and
Peppard, 1998). As a result, today the Internet has become an important channel for
companies to provide product information and offer direct sales to their customers (Shang et
al., 2005). Regardless of sizes and industries, most businesses have invested in Internet
business and tried to establish a net presence.

The growth of online sales in the UK and worldwide has increased remarkably due to this
business invention. The UK e-commerce marketplace is undergoing rapid transformation.
Many leading high street retailers have gone online, along with major U.S. e-tailers that have
exported their concepts to the U.K. Ernst and Young (2000) stated that the UK e-tailing
marketplace is still in the early adopter phase; however, the conditions are right for
accelerated growth. The current predictions suggest that the rate of growth of Internet sales
channels is such that they will account for 15 percent of retail sales by 2010 (Royal Mail,
2004).

1.1.2 Internet Shopping and Consumers

The emergence of Internet marketing does not only benefit retailers but also consumers. It
provides many aspects of ‘convenience’ (i.e. time to shop, place to shop, ease-of-use,
information searching and online transactions) to a degree that is not quite available in
traditional shopping channels. Researches such as Hoffman et al., (1995), Alba et al., (1997)
and Peterson et al., (1997) have discussed several benefits that e-shopping offers to the
consumers. The Internet allows consumers to browse products and services, compare
prices and conduct a purchase and payment within a few mouse clicks. These conveniences
can serve as a key driver of e-shopping adoption. As a result, the Internet is rapidly
becoming the fastest growing alternative shopping channel compared to other channels such
as telephone or TV shopping. A recent survey by Aqute Research (2004) reveals that 62
percent of online users had bought products from the Internet at least once over the first six
months of 2004. As more and more of the UK population are Internet savvy, it is likely that
over time, the number of consumers who shop online will increase significantly. As discussed
further in Chapters 2 and 3, it is moving from its infancy to a market with significant potential,
with millions of people shopping online (Strauss and Frost, 1999; Shim et al., 2001).

The driving force behind the growth of the Internet market is customers’ insistence upon
convenience, ease-of-use, hassle free service, and quality of information (Connolly and

3
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Olsen, 2001; Ho et al., 2000). Recent socio-demographic changes, such as an increase in
families with two working parents, single-parent homes, pressure to free up limited leisure
time and the desire for simplicity, a more computer-literate population and cutbacks in store
personnel are encouraging more consumers to shop online (see Sheth and Sisodia, 1997;

" Jarvenpaa and Todd, 1997). Consumers nowadays are comfortable doing things themselves
because e-shopping provides them with control and convenience. Through e-shopping,
consumers can save time for shopping, have access to online stores 24/7, obtain product
information and are able to control the whole shopping process. Other perceived consumer
benefits from e-shopping include greater price competition, customisation of products,
expanded information on goods and services, a wider choice of products, and increased
shopping convenience (Hoffman and Novak, 1996; Jarvenpaa & Todd, 1997a).

1.1.3 The Internet and the Tourism Industry

Among online businesses, travel and tourism appears as one of the largest and fastest
growing industries with flights and accommodations as the most popular (31%) of all online
purchases (National Statistics, 2001; European Travel Commission, 2005). Apart from
accommodation and flights, online travel offerings now include car rentals, vacation
packages, cruises, events, tours and attractions. Forrester Research (2001) predicted that
the value of the UK travel market had increased from £592m in 2000 to £3.7bn in 2005; this
was also supported by Jupiter Research (2004), who predicted that travel sales are expected
to increases from €2.2m in 2002 to €7.3m in 2007. This indicates that the Internet is an
extremely powerful tool that companies can use to remain competitive and successful in the
world of tourism marketing. As described earlier, Internet technology facilitates this growth by
offering consumers access to various travel services such as product information, tariffs,
availability and online reservation services without contacting travel agents. There was a 54
percent increase in the number of people using the Internet to obtain travel information and
make travel arrangements from 1998 to 2001 (Gregory and Breiter, 2001).

1.1.4 Internet Shopping Adoption

Driven by the perceived e-commerce advantage and significant market potential, many
retailers have moved to the Internet to explore business opportunities in the virtual
marketplace. Despite the significant potential for businesses and marketing in particular, it is
not clear whether the growth and development of the Internet market leads to its adoption for
shopping. While consumer usage of the Internet for shopping is increasing, fewer people
than anticipated actually purchase through the Internet (Pastore, 2000). This can be
evidenced from a report by Ernst and Young (2000) on the comparison of worldwide access
to personal computers and Internet shopping penetration, which is presented in Table 1.1.
The report indicates that Internet penetration growth in most countries did not justify the
4
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adoption of e-shopping strategies. Most households were not conducting online shopping,
even though they had Internet facilities at home. The percentage of household who shopped
online was between 1 and 17 percent of the online population. This implies that people
increasingly use the Internet to obtain company or product information but do not normally

use it for purchasing products.

Table 1.1: Personal Computers, Internet and Internet Shopping Penetration Worldwide

Countries .S Canada Australia UK Italy France
%households with PCs 53 |56 47 41 14 26
%households that are online 34 (39 22 29 5 14
%households that have shopped online | 17 | 9 5 10 1 2

Source: Emst and Young,2000

This pattern has also been found in many other studies, where about 81 percent of those
who browse web sites for goods and services do not actually make an online purchase
(Klein, 1998; Westland and Clark, 1999; Shim et al., 2001). Research has also noted that
the reasons why people have not completed an online retail transaction include (a)
technolog'y problems such as compatibility of software, downloading time and speed, (b) lack
of credit card security and privacy protection, (c) unacceptable delivery fees and methods,
(d) difficulty in finding specific products, (e) inadequate return policies (f) lack of personal
service, (g) inability to use sensory evaluation and (h) unpleasant previous experience
(Gupta and Chatrerjee, 1997; Tedeschi, 1999; Shop.org, 2001).

1.1.5 The Research Problems

In trying to understand the reasons for non-completed transactions, many previous studies
have used Fishbein’s intentional model (Fishbein and Ajzen, 1975) to study how an
individual's attitude toward e-shopping will influence his or her behavioural intention
(Westland and Clark, 1999; Shim et al., 2001). In the model, attitude has been viewed as a
predictor of intention and finally actual behaviour (Fishbein and Ajzen, 1975). However, there
is only limited research focused on the actual behaviour of the shopper who actually
completes an online transaction (Shim et al, 2001; Lee and Johnson, 2002).

The idea that intentional behaviour will predict actual behaviour is rather questionable, based
on the large numbers of dropouts or those who note that they are only browsing while online
(Lee and Johnson, 2002). There is also very limited information on how and why certain
groups of consumers shop via the Internet while others still accept virtual shopping only
reluctantly. Are they using the Internet only to acquire product information? This indicates
that empirical evidence of the impact of the Internet on consumer shopping behaviour
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remains inconclusive (Jarvenpaa and Todd, 1997). This paradox has resulted in mixed
opinions regarding the future of Internet retailing and shopping. Some people are of the view
that e-tailing is an over-hyped, transient fad (e.g. Forrester Research, 2000; Holloway and
Beatty, 2003), while others maintain that the impact of the Internet for retailing is still
promising because it performs a supporting role for existing marketing activity (Rowley,
1996; Reinders and Baker, 1998; Hoffman and Novak, 1996; Jobber, 2004).

Despite the different opinions on the future of e-shopping, there is general agreement that
large numbers of consumers will have to buy products and services through this medium in
order to make the e-shopping medium profitable (Shang et al., 2005; Smith and Sivakumar,
2004). With respect to the travel industry, to exploit the market potential of this medium,
travel retailers who use e-commerce as a distribution channel need a clearer understanding
of who actually buys travel services online, what types of travel services they buy and why
they buy them online. Such information is extremely important to travel e-tailers, as
consumer decision-making with regard to purchasing a travel service involves a complex
multi-stage process layered along a hierarchical set of activities (Fesenmaier and Jeng,
2000). Moreover, the decision to use the Internet to shop for travel services will also vary
considerably as a result of inherent consumer characteristics. Once this information is
available, online retailers can develop a clear strategy to retain existing customers and
attract future consumers.

1.1.6 Research Gaps

This research investigates the research problems through a study of the profile of e-
shoppers and the antecedents of their adoption of Internet shopping for travel services
(known as ‘travel e-shopping’ hereafter). Specifically, this study identifies the driving factors
and concerns that stimulate UK Internet users to adopt travel e-shopping. Understanding
consumers’ incentives to shop online is critical in the development of an e-marketing strategy
and for its long-term success.

To fill the gap, this study identifies the demographic and geodemographic information that
makes up the profile of UK e-shoppers for travel services. Drawing from the Technology
Acceptance Model (TAM; Davis, 1989), this study investigates the antecedents that this
model proposes (i.e. perceived ease-of-use and perceived usefulness) and the individual
characteristics (i.e. trust, perceived risk, innovativeness, involvement and opinion leadership)
that determine the overall adoption of e-shopping in the context of travel services. The
results will facilitate an understanding of the factors associated with the adoption of travel e-
shopping, thereby enabling researchers, practitioners and policy makers to better develop
appropriate strategies to enhance and promote e-shopping to these user groups.
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Borrowing from Rosen's (2000) definition, it is conceptualised that the adoption of Internet
shopping refers to any information-related search activities prior to making a purchase and
the actual process of purchasing. In essence, the Internet shoppers (know as ‘e-shoppers’
hereatfter) in this study are those who use the Internet both for information seeking, booking
and making actual purchases by conducting online transactions.

1.2 Purpose of the Study

The overall purpose of this study is to provide a better understanding of consumer behaviour
in adopting Internet for shopping travel services, through an integrated perspective of
innovators’ characteristics and new technology acceptance variables (TAM). Specifically,
this study will propose a conceptual model that will make it possible to better understand the
behaviour of e-shoppers and then predict their intention to continue shopping online in the
future. This study also aims to identify the profile of current e-shoppers in terms of
demographics, geodemographics and usage patterns towards making online travel
purchases. Such understanding will aid e-tailers and web designers to develop an
effective business environment that can increase the usage of e-shopping for current
e-shoppers while influencing and attracting non-shoppers to buy.

As most previous work on e-shopping has focused on the intentional behaviour of non-
shoppers rather than the actual behaviour of e-shoppers (Shim et al, 2001; Lee and
Johnson, 2002), this study intends to fill this gap by providing substantial findings on the
Internet shopping behaviour, patterns, experiences, expectations, motivations and
satisfaction of actual e-shoppers. Subsequently, this information will provide businesses with
a constructional framework for fine-tuning their e-marketing strategies for better profits.

The research purpose suggests the following research objectives:
i. Determine the profile and buying behaviour of e-shoppers for travel services.

ii. Apply the Technology Acceptance Model (TAM) to examine the antecedents of
travel e-shopping adoption.

iii. ~Derive a number of antecedents from individual consumers that are likely to
affect the adoption of travel e-shopping.

iv. Explore the nature of relationship between each of the antecedents and the
adoption of travel e-shopping.

v. Propose a model of e-shopping adoption for travel services.

vi. Present suggestions to travel e-tailers in terms of enhancing their online

marketing strategies.
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This research will not be only valuable to businesses that are involved with the online travel
market, but also to those who are interested in this market. Furthermore, as the literature on
Internet tourism marketing is limited, this research will be beneficial to those studying or
practising in this area. By understanding and applying the guidelines for effective tourism
marketing on the Internet, e-tailers will be better prepared to face the marketing challenges
of the future. The detailed contributions of the research will be discussed in Chapter 9.

1.3 Research Rationale

A lot of research has been devoted to understanding consumer behaviour in the new Internet
marketing area. Some research has focused on individual factors (e.g. demographics,
shopping orientations and innovativeness) that lead individuals to adopt the new medium of
shopping (Donthu and Garcia, 1999; Citrin et al., 2000; Blake et al., 2003; Bhatnagar and
Ghose, 2004), while other research focuses on the impact of Internet merchant related
attributes (e.g. website design, marketing strategies, ease-of-use of websites, online retail
store types and service quality) on consumers’ e-shopping behaviour (e.g. Liu and Arnett,
2000, Ranganathan and Ganapathy, 2002; Keen et al., 2004; Blake et al., 2005; Mazursky
and Vinitzky, 2005). However, there are limited studies based on the area of travel and
tourism products and their relationships with e-shopping. A review of the relevant research

revealed several gaps that merit further consideration.

Who are the E-shoppers?

First, as e-shopping channels still are in very early stages of development, little is known
about consumer profiles and behaviour toward adopting or not adopting these channels and
the factors that influence consumers’ attitudes to them (Eastlick & Lotz 1999; Rowley, 2000;
Amit & Zott 2001; Han & Han 2001, Venkatesh & Brown 2001; Parsons 2002). This presents
a big challenge to marketers seeking to serve a unique marketplace that is obviously
different from the traditional ways of analysing buying behaviour (Zellweger, 1997).
Marketers need to gain new knowledge and understanding about how consumers behave
online. Thus it is vital for marketers to identify the profile of current e-shoppers and
their purchasing patterns. Information about who the early adopters are, their
demographic and geodemographic backgrounds and individual characteristics
towards e-shopping would be valuable to web marketers in developing and deploying
effective Internet marketing strategies for existing and potential e-shoppers.

What makes consumers shop on the Internet?

Second, while Internet purchasing is growing in the UK, there are still plenty of consumers
who are connected to the Internet but are not buying online. It is reported by the Office of
National Statistic (2005) that over half (55%) of households in Great Britain (13.1 million) had
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access to the Internet from home in May 2005; however, only 58 percent of adults in these
households had bought or ordered products or services via the Internet. A survey of 9,500
e-shoppers conducted by BizRate.com reveals that as many as 55 percent of e-shoppers
abandon their shopping carts prior to checkout, and 32 percent abandon them at the point of
sale (Shop.org, 2001). This shows that the high level of Internet usage does not translate
into a similarly high purchase level. As a result, businesses worldwide lost approximately
$6.1 billion due to failed purchase attempts in 2000 (Blank, 2000).

The ability of e-shoppers to access a virtually unlimited selection of products, brands and
sellers has become a threat to e-tailers, as they no longer have control over consumers’
purchase decisions. Consumers can easily change their attention and decisions by
switching brands and websites from one to another or abandon shopping carts within a few
mouse clicks. Thus it is important for marketers to understand how their potential e-shoppers
make decisions to spend their resources of time, money and effort, and the benefits they
seek (Laws, 1991). Furthermore, the multi-dimensional nature of consumers’ decisions to
adopt e-shopping has not been adequately addressed in the past. Most previous studies
have generally been centred on consumers’ ultimate purchasing activity, such as profiling
online buyers and investigating the reasons behind their buying decisions (e.g. Elliot and
Fowell, 2000; Miyazaki and Fernandez, 2001; Shim et al., 2001; Mazursky and Vinitzky,
2005). To establish a wider understanding of the determinants of e-shopping adoption,
this study expands the research scope from individual shoppers’ characteristics to
encompass technological characteristics. Do individual characteristics have more
influence on e-shopping adoption compared to technological characteristics? Are
they related to one another? To answer these questions, the Technology Acceptance
Model (TAM) developed by Davis (1989) is used as the theoretical background in this
study.

What effects do perceived ease-of-use and perceived usefulness have
on Internet shopping adoption?

The TAM is one of the most widely used models of new technology adoption. According to
the TAM, new technology adoption is influenced by two perceptions: usefulness and ease-of-
use. Research has shown that perceived usefulness (PU) affects the intended adoption of an
innovation, but has mostly failed to do so regarding perceived ease-of-use (PEU). PEU
relates to assessments of the intrinsic characteristics of the new technology, such as the
ease-of-use, ease of learning, flexibility, and clarity of websites’ interfaces. PU, on the other
hand, is a response to user assessment of extrinsic, i.e., task-oriented, outcomes: how e-
shopping helps users to achieve task-related objectives, such as task efficiency and
effectiveness. Accordingly, this study aims to identify the importance of these two



CHAPTER 1: INTRODUCTION

variables to the nature of e-shopping adoption. Specifically, it determines whether PU
and PEU are the antecedents to e-shopping adoption.

What effects do individual characteristics have on Internet shopping
adoption?

Consumers’ adoption of the Internet as a shopping medium involves more than simply
purchasing (Freiden et al., 1998). It includes a variety of shopping related activities, such as
gathering information, comparing brands, making a choice, placing an order or booking,
purchasing a product and conducting a payment. These activities somehow require
consumers to be innovative and involved in the shopping process. The degree of
involvement, innovativeness and opinion leadership varies between individual consumers.
Thus, this study intends to see whether these personal characteristics influence the
decision to adopt e-shopping. Explicitly, it sets out to identify whether consumers’
involvement, innovativeness and opinion leadership are antecedents to e-shopping
adoption.

What effects do perceived risk and trust have on Internet shopping
adoption?

Any online transaction is not only between the two parties invoived (the buyer and the seller)
but also involves a third party, the intermediary operating the system, which has to be taken
into account. In this context, consumer purchase behaviour is not only affected by risk and
trust perceptions of the selling party but is also subject to perceptions of risk and trust
associated with the intermediary such as the payment system or transaction network. This
has revived the debate about the perception of risk and the manner in which consumers
seek to reduce it (see Hoffman et al., 1999; Stewart and Pavlou 2002; Zeithaml et al., 2002).
The process of paying remotely is still subject to consumer concerns (Evans et al., 2001) but
such fears are gradually being eroded by the promotion of safe-site symbols. According to
Burke (1997), companies looking to develop their online sales need to search for ways to
reduce the risk perceived by the consumer. On the other hand, Donthu and Garcia (1999)
found that Internet shoppers were less risk averse than non-Internet shoppers. This may
extend the influences of e-shopping adoption where perceived risk and trust are seen
to have an impact on adoption. Along with the TAM and individual characteristics, it is
also essential to understand the effect of perceived risk and trust on e-shopping
adoption. Thus, a more accurate reflection of consumers’ adoption of e-shopping
behaviour would be achieved if the impacts of the above variables were tested
simultaneously. This could signify true adoption behaviour.

10
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Is Internet shopping behaviour different for travel services?

Sixth, other than the above-mentioned Internet research topics, there is still another stream
of research that is yet to be explored, namely the impact of product types (e.g. travel
services, groceries, banking, education etc) and their characteristics and features on
shopping adoption. As mentioned earlier, many studies of e-shopping have been conducted
on a general basis, without focusing on a specific product category (e.g. Donthu and Garcia,
1999; Eastlick & Lotz 1999; Citrin et al., 2000; Vrechopoulos et al., 2001; Biake et al., 2003).
Consumers are more likely to buy some type of products, such as books, CDs, DVDs, and
travel services from the Internet, compared to tangible luxury products such as cars,
jewellery, branded clothing etc. Consumer decisions to shop on the Internet may depend on
the product type, which will in turn influence the need to obtain specific product information
easily and cost-effectively, or to test or try products before purchasing. In bricks-and-mortar
retailing, the importance of online store attributes and features varies by product category
(Eastlick & Feinberg, 1999), as they are the tools for creating awareness, desire and interest
to buy. A recent study in the UK revealed that 35 percent of E-shoppers repeat their online
purchase between 5 and 10 times for consumer electronics, while 32 percent shopped over
20 times for groceries within a duration of six months (Aqute Research, 2004). Drawing
upon this gap, this study aims to understand the impact of intangible product such as
travel services on e-shopping adoption. This could be a guide to marketers in
designing an effective online marketing approach for different types of products.

What can the Internet and the Worldwide Web do as marketing tools for
online travel services?

Seventh, most of the previous research on e-shopping simply extends existing marketing
theories and frameworks developed from the traditional retail medium to the new and
innovative virtual market place. These approaches may lead to limited or ineffective
marketing strategies in e-tailing. Consequently, they will impede consumer adoption of the
Internet as a shopping medium. This limited conceptualisation may lead e-tailers to use the
Internet only as a transaction medium and leave other commercial opportunities such as
promotion, advertising and one-to-one marketing underdeveloped. To be successful, e-
tailers must do more than replicate traditional business models in the online market. An
understanding of the Internet medium, its ability and capability from an innovation
perspective is clearly necessary if e-tailers are to expand their view of the Internet as a
potential marketing tool. This could significantly enhance their strategic operations through
the Internet as another medium of sales. Thus, this study will present some practical

11
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suggestions for alternatives strategies in marketing travel services online. This will be
presented in Chapter 8.

Overall, consumers’ adoption of e-shopping is a function of the Internet technology
itself, Internet retailers, consumers themselves, and the nature of products
purchased. These four variables all have an impact on consumers’ adoption
behaviour. However, there is little research available that provides a comprehensive
picture of how all these interrelated factors (i.e. the retailer, the technology, the
consumer and the product characteristics) influence consumers’ adoption of e-
shopping. This adoption behaviour will be better understood within a comprehensive
framework showing how these factors work together to influence consumers’ e-
shopping behaviour, which will be examined in this study.

Based on the background and the rationale presented above, the research questions that will
be investigated in this study are as follows:

RQ1: What is the profile of travel e-shoppers?

RQ2: Do perceived ease-of-use (PEU) and perceived usefulness (PU) influence the
adoption of travel e-shopping? How do the variables affect e-shoppers’
decisions with regard to adopting e-shopping?

RQ3: Do individual characteristics influence the adoption of travel e-shopping? How
do these variables affect e-shoppers’ decisions with regard to adopting e-
shopping?

RQ4: Do perceived risk and trust influence the adoption of travel e-shopping? How
do perceived risk (PR) and trust affect e-shoppers’ decisions with regard to
adopting e-shopping?

12
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Chapter 1: Introduction

This chapter is an introduction and overview of the study, which includes the research
background, research rationale, research problems, research objectives, research questions,
research scope, research contributions and the structure of the thesis.

Chapter 2: Internet Marketing and The Tourism Industry

This chapter provides an overview of the nature of the e-tourism industry in the UK and its
development. This chapter is introduced in order to understand the nature of online travel
marketing, the types of business, products, current strategies and growth.

Chapter 3: Literature Review

This chapter documents a critical review of the previous research relating to the research
domain, which is divided into six main areas: technology adoption and diffusion, the new
technology acceptance model, consumer innovativeness, consumer involvement, perceived
risk, trust and other related theories and models. Its objective is to provide a basis for
selecting relevant constructs and to select an appropriate theory to build a model for the e-
shopping adoption.

Chapter 4: Conceptual Framework

This chapter provides a conceptualisation of the constructs investigated in the study. A
conceptual model, which illustrates the proposed association of constructs, is presented. A
series of hypothesis statements for the research is presented accordingly.

Chapter 5: Methodology

This chapter describes the research design and methodology utilised, which includes
exploratory research, the focus group interview and a detailed description of the quantitative
data collection techniques that form the main part of the research. The research design
includes an explanation of the research approach, methods of data collection, scaling, the
sampling procedure, the design and implementation of the online survey, validation and
reliability and ethical considerations in data collection.

Chapter 6: Data Analysis I: Descriptive Analysis

This chapter presents an overview of the research sample profile and provides an account of
descriptive results regarding e-shoppers’ profiles. The demographic and geodemographic
profiles of the UK e-shoppers groups are compared and contrasted in this chapter.

14
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Chapter 7: Data Analysis IlI: Structural Equation Modelling

This chapter provides a detailed description of procedures and steps undertaken in applying
SEM for testing the research hypotheses formulated in chapter 4 as well as the model. This
chapter also describes the procedure undertaken in evaluating the validity and reliability of
each construct, as well as the evaluation of the model's fit through the indices produced from
SEM results.

Chapter 8: Discussions and Implications

This chapter presents the research and discusses the research questions, drawing upon the
overall data analysis and research findings. The chapter also examines the implication of the
findings for theory and practise as well as providing the relevant recommendations.

Chapter 9: Conclusions

This chapter concludes the study by summarizing the contents of each chapter of the thesis.
It delineates the contributions of the study to marketing theory, methodology and industry
practitioners, and subsequently offers suggestions for future research directions based on
the research limitations.

1.5 Conclusion

This first chapter has presented an overview of the research. The background and rationale
of the research, the research objectives, the research problems and questions were
addressed. Then the research contents were outlined. The chapter aims at acquainting the
readers with the holistic picture before elaborating on the research theme in the subsequent
chapters.

A deeper discussion regarding the background and role of the Internet in marketing travel
services, the UK travel services industry and the theoretical background related to consumer
adoption behaviour will take place in chapters two and three. Then a model that represents
e-shopping adoption will be proposed in chapter four and analysed in the subsequent
chapter.
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INTERNET MARKETING AND
THE TOURISM INDUSTRY

"Industry is a bit like the buman body. The cells are continnously dying and unless new cells

!

are created, sooner or later the whole thing will collapse and disappear.”

— Sir John Harvey-Jones —
—Making it Happen (1987) —
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Chapter Two
INTERNET MARKETING AND THE TOURISM INDUSTRY

2.0 Introduction

The tourism industry is the fastest growing sector of the global economy. This industry has
evolved dramatically in the past 20 years as a result of changes in the environment,
economics, technology, and consumer behaviour and lifestyles. These revolutions have
caused the mass tourism that dominated the 1970s and 1980s to give way to the new
tourism, involving new tourists, new technologies and new management practices (Poon,
1993). Tourism is responsible for generating up to 10 percent of the world’s GDP and 100
million jobs, either directly or indirectly (WTO, 2000). On the other hand, it is estimated that
tourism accounts directly for 5 percent of the EU's total GDP and represents 2.2 million
enterprises and 7.7 million jobs (WTO, 2004). In the UK alone, total direct employment in
tourism-related industries in 2002 was nearly 2.1 million people, or 7 percent of those in
employment (Richard, 2003).

The Internet is one of the causes of the dramatic changes in the tourism industry. It is the
newest and most powerful tool available to tourism marketers nowadays. The Internet also
provides massive opportunities to reach new markets and to improve business efficiency.
Based on past and present data, the tourism industry’s global performance is
unquestionable. The opportunity for travel retailers to succeed in the virtual marketplace is
intense; however, they need very systematic planning and implementation of e-business
practices, as well as the skills required. Likewise, Internet marketing history, composition,
capabilities, limits and potentials within a marketing strategy must be fully understood in
order for it to be successfully incorporated into a marketing plan.

This chapter presents an overview of the tourism industry and explores the
importance and role of Internet marketing in the industry, focusing on travel services.
it begins by outlining the background of the Internet, Internet marketing, its
importance and present development. Subsequently, a review of tourism businesses,
product characteristics, businesses structure and the features of travel websites are
presented. This is followed by an overview of current online travel marketing
development in the UK and the possible limitations faced by travel e-tailers in
pursuing their e-strategies.
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2.1 Internet Diffusion

The Internet has grown phenomenally since 1995, when an estimated 20 million people were
online (Godin, 1995). To date, estimates of the total worldwide Internet population are 945
million (Computer Industry Almanac Inc., 2004); 445.9 million (CyberAtlas, 2002), and
605.60 million (NUA, 2002) and it is predicted that 1.35 billion people will be online by 2007
(Computer Industry Almanac Inc., 2004). Table 2.1 exhibits the current population of Internet
user and the growth rate based on world regions.

Table 2.1: World Internet Usage and Population Statistics

Usage

P . Population . Yo World
; . opulation ) Internet Growth .
World Regions . ("vof Population Users
(2005 Est.) World Usage 2000- Penetrati W
orld) 2005 (Penetration) Yo
Africa 896,721,874 14.00% 16,174,600 | 258.30% | 1.80% 1.70%
Asia 3,622,994,130 | 56.40% 323,756,956 | 183.20% | 8.90% 34.50%
Europe | 731,018,523 11.40% 269,036,096 | 161.00% | 36.80% - 28.70%
Middle East 260,814,179 | 4.10% 21,770,700 | 311.90% | 8.30% 2.30%
North America 328,387,059 5.10% 223,392,807 | 106.70% | 68.00% 23.80%
Latin . . 546,723,509 8.50% 68,130,804 | 277.10% [ 12.50% 7.30%
America/Caribbean
Oceania/ Australia | 33,443,448 0.50% 16,448,966 | 115.90% | 49.20% 1.80%
World Total 6,420,102,722 | 100.00% 938,710,929 | 160.00% | 14.60% 100.00%

Source: Intemet World Stats, 2005 (Updated on July 23, 2005)

As seen in Table 2.1, Internet usage in the European region is the second highest after Asia,
with close to 270 million people using the Internet. By comparison, the European region is in
third place, behind North America and Oceania/ Australia, in terms of the Internet penetration
rate, which is about 37 percent of the population. However, the European region contributes
more than a quarter (28.7%) of the world’s Internet users, the second largest contribution

after Asia.

In the UK, in the past 12 months, the number of people actively surfing the Web from home
each month has grown by 15 percent to 23 million (Nielsen//NetRatings, 2004b). As
presented in Table 2.2, the growth of UK Internet usage has reached nearly 130 percent in
the last 5 years, with approximately 60 percent of the total population using the Internet.
According to the survey, the use of high-speed Internet connections has also increased
dramatically. The number of people in the UK using the Internet at high speed has increased
from 5.3 million people to 11.5 million people from October 2003 to 2004. This is an
impressive increase of 117 percent. High-speed connections are more popular with
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households with five or more people, compared to smaller households, which tend to favour
slower connection speeds of up to 56k.

Table 2.2: UK Internet Usage and Population Statistics

Population (2005 1:st.) 59.889 407
Internet Users 35,179,141
User Growth (2000-2005) 128.4%
Penetration (%oPopulation) 58.7%
%Users in EU 16.3%
Note: Statistics were updated on July 23, 2005.

Source: Intemet World Stats, 2005

The evolution and tremendous usage growth of the Internet, and its deregulation from a
research tool into a free network that anyone may use, implies that marketers are now
positive towards adopting the Internet as a marketing tool. This has radically affected the
ways in which marketers apply their skills, and has forced them to acquire new skills
altogether. On the other hand these advances also affect consumers, who can do their
banking, book flights, order products, or plan trips from home. The Internet and the Web
have made all of these activities, and much more, possible.

211 The Internet and the World Wide Web

The term ‘Web’ or ‘www’ is often used as a synonym for the Internet, but the Web is actually
a service that operates over the Internet. The Internet and the Web are two separate but
related entities. The Internet is a massive network of networks, a networking infrastructure. It
connects millions of computers together globally, forming a network in which any computer
can communicate with any other computer as long as they are both connected to the
Internet. Information that travels over the Internet does so via a variety of languages known
as protocols (Webopedia, 2005). On contrary, the web is one of the many methods by which
information can be disseminated over the Internet apart from e-mail, File Transfer Protocol
(FTP), instant messaging and newsgroups. The web is an information space in which items
of interest, referred to as resources, are identified by global identifiers called Uniform
Resource Locators (URLs) (Webopedia, 2005). The Web also utilizes browsers, such as
Internet Explorer or Netscape, to access Web documents called Web pages that are linked
to each other via hyperlinks.

The Web is an incredibly powerful communications and research tool, which can help
marketers to effectively perform traditional marketing duties such as conducting market
research, examining competitors, forecasting and advertising. The key advantage is that the
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Web has the ability to display information in multimedia format, including graphics, sounds,
text, video, interactive tools and animations. Therefore, the Web is the Internet medium that
allows users to search for required information within and between Web pages, and
incorporates most aspects of other Internet services such as e-mail, FTP and Newsgroup
mailing lists. For these reasons, the Web has become more popular than non-Web functions
and attracts millions of users to surf the Internet regularly.

Despite the vastness of the Internet, and its rapid growth, only a certain portion of the world's
population has access to it, and this access is concentrated in certain countries, areas or
socio-economic groups. Therefore, when marketing on the Internet, there are several
questions that marketers must consider, such as: What are the advantages, disadvantages
and general rules for Internet marketing? What is the nature of the product or service to be
marketed, and is it suitable for marketing on the Internet? Will those people to whom
marketers wish to market have access to the Internet? What parts of the Internet should
marketers use (i.e., the www, e-mail, FTP, etc.) and how will marketers integrate them into
their marketing plan?

With regard to integrating the Internet and the Web into marketing strategies, the
characteristics, possibilities and limitations of the new technology must first be
recognized. In order to address these issues, the subsequent section will provide a
brief background to the current development of marketing travel services on the
Internet.

2.2 Internet Marketing

Internet marketing refers to the use of the Internet to advertise and sell goods and services.
Internet marketing includes advertising, e-mail marketing, Search Engine Optimization
(SEO), blog marketing, article marketing, etc. Initially, much of the literature concerning
Internet marketing was actually focussed on advertising and selling (see Resnick and Taylor,
1994; Gonyea and Gonyea, 1996), rather than using the Internet throughout the entire
marketing process. However, this trend is changing as a large quantity of publications
focussing on the integration of the Internet into the overall marketing plan has been
published recently (see Hofacker, 2000; Sterne, 2001; Smith and Chaffey, 2001; Dave
Chaffey et al., 2003). The Internet’s role in marketing is rapidly evolving over time.

2.21 Roles of Internet Marketing
Marketing on the Internet is affordable, dynamic and wide reaching. Many publications on the
topic of Internet marketing have pointed out its various benefits to both marketers and

consumers.
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First, the Internet may be used to assist each step in the traditional marketing process, such
as analysing the external business environment, identifying target markets and promotion. In
particular, provides increased access to information about competitors, current customers,
prospective customers and even the marketers themselves (Ellsworth and Ellsworth, 1995).
The Internet has made it easier for businesses to see how their competitors are
implementing their marketing strategies, and thus makes it easier for ideas and innovations
to be copied (Kotler et al., 1996; Jobber, 2004). Furthermore, as a result of Internet
technologies, businesses are able to reduce certain operating costs, such as investment
(setting up), ordering, personal selling, distribution and promotions (Jobber, 2004).

Second, the Internet offers numerous advantages over traditional marketing channels that
can improve a company’s marketing activities (Keeler, 1995). The Internet provides a
channel for faster, easier and more direct communication, both internally and externally
(Ellsworth and Ellsworth, 1995; Sterne, 2001). It enhances external communications and
helps to eliminate barriers between companies and their customers (Marlow, 1997), and
promotes disintermediation (Krantz, 1998), which refers to the elimination of the need for
middlemen or intermediaries, such as travel agents, salespersons, etc. (Bishop, 1996). It
saves time and shortens the marketing process from producer to end-user. This brings the
company and the consumer closer together, enabling better relationships and greatly
improving customer service (Ellsworth and Ellsworth, 1995; Bishop, 1996).

Third, the Internet also offers unique opportunities to marketers to establish new forms of
competitive advantage that include tailored and customised products, uninterrupted trading
hours and more informed customer service (Jobber, 2004). Furthermore, product
information on websites can be constantly updated, providing customers with the most
current products, the correct prices, or the most up-to-date facts and figures. In addition, the
interactive capabilities of the Web induce users to be intensely involved with websites, thus
increasing their recall and interest in these websites. Sterne (2001) strongly emphasizes the
fact that a website is not something people read, it is something they do: visiting a website is
an activity. Furthermore, Internet marketing provides every business, large and small, with
the opportunity to compete on a global stage, which can be accomplished in less time with a
smaller marketing budget (Mathiesen, 1995).

Fourth, with regard to the consumers, the Internet enables them to take control of their
buying process when shopping online (Keeler, 1995) as well as providing convenience,
saving time and money and reducing hassle. They are provided with more choices and
options, more information, more power, less discrimination and a better service (Elisworth
and Ellsworth, 1995; Keeler, 1995; Kotler et al., 1996; Sterne, 2001). For these reasons,
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more people are getting on the Internet every day to do things that were not possible before
(Marlow, 1997), such as grocery shopping, paying bills, or banking without leaving their
homes. This provides companies with the possibility of creating new products and services
that they had not imagined prior to the creation of the Internet. The Internet can be of great
assistance in afttracting consumers, especially those who are primarily convenience
shoppers. They are more likely to shop online than those that seek social interaction.
However, its effectiveness in attracting people to shop for travel services on the Internet is
still unknown and has yet to be examined in most travel research. Therefore, this study
aims to explore this phenomenon by providing a profile of Internet travel shoppers
and the antecedents of their adoption of this form of shopping.

In spite of these advantages, Internet marketing practices must be monitored more closely,
because all the marketing stages happen at the same time (Bishop, 1996). Sterne (2001)
suggests that the market segment of people who are on the Web and who might have an
interest in it is a special segment and deserves some special attention. These consumers
should be treated as individuals, and Internet promotions should be created on a one-on-one
basis (Ellsworth and Ellsworth, 1995). Hence, it has been an interest of this study to
understand this special segment in terms of its profile and behaviour while providing
relevant recommendations to existing and future e-tailers. The next section provides
a brief description of the tourism industry in relation to marketing strategy.

2.3 The Tourism Industry

Tourism can be traced back to the time of Alexander the Great, from 356-323BC (Poon,
1993), but was the privilege of only a few very rich people until the development of railways
and steamships. Thomas Cook, the "father of modem tourism" (English, 1986, p. 3),
launched his travel company in the 1840s, and produced the first package tours in 1862.
Train, boat and coach travel were the norm until the 1950s, when air travel on a large scale
was made possible by the extra airline capacity created at the end of World War |l. Mass
international tourism flourished during the 1960s through the 1980s, due to "post-war peace
and prosperity, paid holidays, govermments’ promotion of tourism ... sun-lust and
inexperienced mass consumers" (Poon, 1993, p. 33).

The term ‘tourism’ has been defined in many ways, and as yet there is no universally
accepted definition. Timmons (1991) defines tourism as an activity where people visit other
people and places, while Jefferson and Lickorish (1991) denote tourism as all movement of
people outside their own community for all purposes except migration or regular daily work.
Despite the lack of a common definition, there is an agreement upon the importance of
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inseparability and heterogeneity (Mill and Morrison, 1985; Middleton, 1988; Laws, 1991;
Weichard, 1992; Holloway and Robinson, 1995). These four characteristics of services are
based on the systematic review of the service literature by Zeithaml et al., (1985) and are
defined as follows:

i. Intangibility— refers to performances rather than objects, where most cannot be
counted, measured, inventoried, tested or verified in advance of delivery to ensure
quality;

ii. Inseparability—the simultaneous nature of service production and consumption
compared with the sequential nature of production, purchase, and consumption that
characterizes physical products;

iii. Heterogeneity—the relative inability to standardize the output of services in
comparison to goods;

iv. Perishability—the relative inability to inventory services as compared to goods

Applying to the travel services context, intangibility is the idea that a travel service cannot be
touched, tasted, seen, heard or smelt before it is bought (Weichard, 1992). Thus travel
services are perishable, because they cannot be stored and sold at a later date (Weichard,
1992). Further, the travel experience is inseparable from the people or products providing the
service, and thus the consumer’s perception of the quality and overall satisfaction is directly
influenced by the attitudes and performance of the person, or the condition of the product,
which performed the service. Closely related to inseparability is the idea that each
consumer’'s experience will be different because the moods, attitudes and external forces
influencing people’s behaviours will continually vary (i.e., they are "heterogeneous").

Additionally, Middleton (1988) suggests three other important characteristics of travel
services that influence marketing strategy, namely:

i. Seasonality and demand fluctuations - the demand for tourism products and
services varies on a daily, weekly, monthly and yearly basis, mainly as a result of
varying climatic conditions and the patterns of the school and business year.

ii. The interdependence of the tourism product - interdependence occurs because
when tourists visit a destination, their experience is made up of several services, such
as accommodation, transportation and attractions.

iii. The high fixed costs of service operations - travel services have high fixed costs,
meaning that in order to perform a tourism service, the fixed costs are practically
identical regardiess of how many people use the service. For example, to operate a
hotel, overhead costs are virtually the same, regardless of whether there is 30 percent
or 70 percent occupancy on a particular day.
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In addition, Wheeler (1995) describes the tourism industry as ‘volatile’, because it is affected
by world events and the health of national economies. The incident of September 11, 2001 is
an example of the tourism industry’s volatility. The attacks significantly impacted tourism in
New York, which suffered a loss of almost $1 billion (NYC and Company, 2002), and in the
entire travel sector (World Tourism Organization, 2002). Thus, the special characteristics
of travel services mentioned earlier must be taken into consideration when designing
an Internet marketing campaign. The next section describes the development of
Internet marketing in the travel industry.

2.3.2 The Structure of the Tourism Market

As previously described, tourism service providers are a group of many different players,
such as tour operators, travel agents, tourist organisations, airlines, hotels, etc. In
distributing tourism products to consumers, these service providers may be connected to one
another via electronic services such as CRS or GDS (see Figure 2.2 & Table 2.3). The
electronic distribution alternatives, automated and non-automated tools are open to all types
of travel marketers in reaching the customers. Tourism marketers apparently have many
choices of interconnectivity combinations, involving private and public sector intermediaries,
and a variety of automation devices. Although these have the potential to source valuable
business, they are associated with increased transaction costs, imperfect technology access
and limited visibility in the market place (Dietrich et al., 1997). Thus, it is considered vital that
the travel marketers evaluate the degree to which the various connections enhance their
product and are transactional in their target markets.

According to the literature, there are two main channels of distribution in the travel industry.
The first channel is direct to the tourist via direct marketing, phone or fax, Web and
advertising in different kinds of media. The second, more common way involves selling the
products and services to the customers through intermediaries (Gratzer et al., 2002). For
example, hotels companies can utilize many channels to sell their rooms directly to
customers through their sales offices, call centres or own websites. The indirect channels via
intermediaries are also open to them, such as via conventional travel agents, online travel
agents such as Expedia.co.uk, online travel portals such as Opodo.com, tour operators and
consolidators. However, it is important to note that the difference between the travel industry
and other industries is the way profit is obtained by retailers. Travel agents do not buy travel
services and do not mark up prices. They get paid a commission or a percentage of the
selling price by the wholesaler or the supplier, such as airlines (Gratzer et al., 2002).
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Table 2.3: Components of the E-Distribution System for Travel Services

Components Descriptions

All information needed to make a reservation, e.g. product specification, price,
quality, availability, etc., is consolidated within a computerised centralised
reservation system. The large hotel groups, consortia, and specialist reservation
companies, with CRSs are permanently linked to the GDSs.

Centralised reservation
systems (CRS)

Four dominate travel bookings world-wide: Amadeus/System One (Lufthansa, Air
Global distribution France, Iberia); SABRE (American Airlines); Galileo (United Airlines, BA, KLM,
systems (GDSs) US Air, Swissair); and WORLDSPAN (TWA, North West, Delta). Through these
systems travel agents have accurate, real-time information on a hotel's rates and
availability.

Increasingly moving towards a leadership role in the co-ordination of small hotel
firm marketing activities. Specifically, in the form of integrated destination
management systems, developed through collaboration with software houses and
government agencies, e.g. Integra and the Scottish Tourist Board.

National tourism
organisations (NTOs)

Reservation A specialist retail outlet for the hotel product offering. They are CRS driven and
companies have access to GDS. In effect these organisations act as brokers, holding stock of
available rooms for sale to all interested parties.

Retailers of the composite toutism product of which hotel accommodation is part.
Acting as an agent for participating hotels they distribute their product, which
entitles the agent to a commission of 10-12% on the sale.

Travel agents

Consolidate the components of the tourism product into a package, which can be
sold through distribution systems to the public. They do not sell direct to the
public but through outlets such as travel agents or airline sales offices.

Source: Emmer et al., 1993; Welch, 1996; Buhalis and Main, 1997

Tour operators

As illustrated in Figure 2.2, the simplest route in the tourism distribution system is direct
contact between the end-user and the supplier. Customers can either use a phone, fax, or
the Web to make a reservation or walk in to the ticket counter or reservation desk. For
example, in the case of flight tickets, travellers have the options to purchase the ticket either
from British Airways’ website, the ticket counter office or offline/ online travel agents.
However, the suppliers gain a greater net profit per unit if they sell directly to the customer.
For example, a flight ticket (worth £300) costs the customer the same £300 when it is
received directly from the airline or via a travel agency. But when it is bought via the travel
agent, the airline has to pay about five percent commission to the retailer, a commission to
the reservation system (CRS) and a credit card fee for the payment transaction. At the end,
the airline has only a net profit of £260. So it is clear why, for example, low cost airlines such
as Ryan Air, Easy Jet and BMIBaby seek to sell directly online to travellers, especially when
the distribution costs are the largest part of the airline operating expenses.

Since the Internet encourages direct and immediate contact between service providers and

consumers, together with a decrease in transaction and commission costs, there is a strong
case for eliminating intermediaries entirely (Vandermerwe, 1999). They are being replaced
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by electronic brokers whose role is to aggregate and disseminate travel information to
customers (Fache, 2000). For instance, websites like Expedia.co.uk and Lastminute.com
provide aggregated services such as flights, accommodations and car rentals, with the aim
of being a one-stop-shop built around convenience. Hence, consumers can conveniently
self-build a combination of various complementary travel products with relatively little
difficulty as compared to the traditional context. As a result, many traditional travel
businesses have developed their own websites and interactive divisions, while others are
acquiring Internet companies. It is strongly believed that the interrelated distribution
system among the tourism players is worthy of further investigation in an attempt to
provide additional insights, particularly by pursuing empirical research.

2.3.3 The Travel Services Websites

Despite the choice of distribution channels available, most travel businesses have invested
in IT development, particularly the Internet. Travel businesses such as airlines, car rental
companies and international hotel chains have been quick to grasp the potential of marketing
and selling their services online. They have recognised the huge opportunities offered by
Internet marketing, such as selling their travel services directly to the customer. This is to
make their products more accessible in an easy and inexpensive manner, and available to a
variety of markets both domestically and internationally. While the majority of low cost
airlines’ sales are via their own websites, the sales of large airlines such as KLM and British
Airways are through both channels: their own website and online travel agents’ websites
such as Travelocity.com, Expedia.co.uk, Opodo.co.uk and so on.

Literally, a website refers to a site (location) on the www (Webopedia, 2005). Each website
contains a homepage, which is the first document users see when they enter the site. The
site might also contain additional documents and files. Each website is owned and managed
by an individual, company or organization. On websites, travel e-tailers could utilise a variety
of Internet marketing materials and tools to attract and make travel services tangible to
potential customers. These materials include pictures, maps, animation, video, textual
descriptions, catchy banners, pop ups, and sounds or music elements that are used to
complement the images created by the visual elements. These elements mostly have
multimedia capabilities and, therefore, are valuable devices for creating images of travel

services.

Via websites, travel e-tailers have more creative ways to market their services as well as
attracting potential customers. A number of past studies have examined the features that
draw consumers to a particular website. Among these features are: security (e.g.
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CHAPTER 2: INTERNET MARKETING AND TOURISM INDUSTRY

customise or self-build their travel packages. These Web features are meant to facilitate
shoppers to navigate through the websites while providing a pleasant e-shopping
experience.

Studies on the efficacy of websites are extensive, with the majority aimed at assessing a
diverse range of providers in the tourism industry (Morrison et al., 1999; Kasavana, 2001). in
addition to this, some studies have found that consumers who have more exposure to and
longer experience with the Internet have a higher probability of shopping online (Blake et al.,
2003; Citrin et al., 2000; Goldsmith, 2001). It has also been established in earlier works that
there is a relationship between website characteristics and online purchase intentions under
the framework of the Technology Adoption Model (see Davis, 1989; Davis et al., 1989). This
model will be further explained in the next chapter.

However, it is important to note that specific issues of website effectiveness dealing with
technical performance are outside the context of this study. This study is structured around
the ease of use and usefulness of travel websites that could stimulate consumers to shop
online. Ease of use would imply aspects such as navigability, efficiency, consistency and
compatibility (Morrison et. al., 1999). In addition, it is also relates to the information, features
and functionality available on the website. This is especially the case with complex travel
services such as tours, packages and cruises, where consumers seek extensive information
before making a purchase. On the other hand, the perceived usefulness of a website can be
gauged by the website’s ability to attract existing customers and provide services such as
redemption of reward points or air miles (Shankar et al., 2003). Thus, it is important for
the present study to assess the contributions of ease of use and usefulness through
travel websites’ features in influencing the adoption of e-shopping.

2.3.4 The UK Online Travel Market

Tourism is one of Britain's largest and fastest growing industries. In the online UK market,
flights and holiday accommodation are the most popular purchases (37%), followed by books
or magazines (31%), tickets for events (23%) and music or CDs (19%) (National Statistics,
2001). Internet technology is facilitating this growth by offering access to various travel
services on product information, tariffs, availability and online reservation services.
According to the Association of British Travel Agents (ABTA), the UK online travel market is
expected to be worth £4.8 billion by 2007; this is reliant upon growing Internet penetration
and increased user confidence, together with improved technology, products and content
from online travel retailers. Likewise, Jupiter MMXI estimates that the UK was the biggest
online travel market in Europe in January 2002, with almost 6 million people visiting travel
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sites. They also stated that travel websites were mainly popular with people earning over
£45,000 per annum, followed by all other income levels.

Despite this growth, a MORI poll conducted in September 2000 amongst UK holidaymakers
revealed that 39 percent of UK holidaymakers had already used the Internet as a source of
travel information, whereas 17 percent had used the Internet to book travel services online at
some time, such as flights, car hire and ferry crossings. Further, only three percent of the
holidaymakers had booked their last package holiday via the Internet. Although 56 percent
of the holidaymakers had Internet access, they did not book travel services over the Internet
for various reasons, such as preference for face-to-face advice (18%); lack of Internet
access at the time (16%); worries about security (14%); lack of convenience (10%) and
access to better bargains elsewhere (10%). This issue has motivated this study to
investigate further what actually makes consumers shop for travel services online.

In terms of Web shopping locations, Lastminute.com was the most popular travel website in
February 2002 with 679,000 unique visitors, up from 628,000 in September 2001 (English
Tourism Council, 2002). However, a survey from Jupiter Communications indicates that
amongst UK visitors, there are different preferences between genders in term of places to
shop for travel services online. Women prefer websites offering flights only, such as
Cheapfiights.com, EasyJet.com and Ryanair.com, while men do not have a preference for a
particular type of travel site. Correspondingly, the latest research by Nielsen//Net Ratings
(2005) found that women in Europe accounted for 44 percent of travel website visitors, which
was an increase from 36 percent in 2004,

2.3.5 The Barriers to Travel E-tailers

A survey undertaken by the English Tourism Council (ETC) in 2001 on the use of ICT by
accommodation businesses found that there was lack of e-marketing awareness and skills
among UK tourism businesses, especially small businesses (i.e. under ten employees). The
survey suggests that the main barriers preventing small businesses from using ICT were
cost, lack of knowledge and skills, lack of time and a belief that the existing methods of
gaining business were satisfactory. The ETC also highlighted other barriers to successful
adoption of e-marketing, including:

i. The lack of a viable e-business environment — no integrated network within which
smaller tourism providers can work cost-effectively and easily with existing Web-based
booking systems

ii. A variety of tourism data formats that serve to limit ‘interoperability’ (i.e. systems
working well together) — instead, several different systems that are not connected are
used by destinations, hotel groups or tourism operators
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vi.

vii.

A lack of integration of tourism data and e-commerce tools — much tourism information
is as yet unconnected to effective real-time booking and transaction capability

A variety of models for holding inventory (e.g. bed spaces to sell) and bookings have
been adopted by destinations and commercial operators, with limited ability for these to
work together seamlessly

The cost for businesses in adopting individual solutions, with no guarantee that these
solutions will meet consumer needs or reach appropriate markets

Limits on telecommunications bandwidth in many parts of the country, constraining the
quality of e-services

Restrictions on local authority funding, which impact on the resources available for
public investment in ICT and staffing, thus making it difficult to rely on the DMO
structures as the cornerstone that they ideally should be

In order to succeed, tourism organisations should establish a strategy that offers solutions to

overcome these barriers and enables easier access both for consumer information and

business-to-business communication. Therefore, this study aims to provide significant

suggestions to practitioners based on the findings gathered from the behavioural

aspect of consumers in adopting travel e-shopping. These would be able to provide a

useful guide for travel marketers in enhancing their Internet marketing strategies. A

detail discussion of these suggestions will be presented in the final chapter.
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2.4 Conclusion

This chapter presents an overview of the study context. The principle topics that have
emerged from the discussion are the importance and utilization of Internet marketing to the
tourism industry, with attempts to provide a better understanding of this complex industry that
consists of variety of different services. This has been approached by spelling out the
concept of Internet marketing, the structure of tourism businesses and the development of e-
tourism marketing.

Despite being one of the most dynamic and fastest growing industries in the world, very little
empirical study has been undertaken on this topic, particularly in the context of Internet
shopping adoption. The role of the Internet in marketing travel services, and the needs,
wants, and preferences of Internet users, are yet to be examined. There have been very
limited studies on e-shopping adoption with a focus on travel services from the new
technology acceptance approach. On the other hand, some researchers have discussed the
impact of the Internet on travel agents and the role of electronic intermediaries in the travel
business (see Reinders and Baker, 1998; Vandermerwe, 1999; Kaynama and Black, 2000;
Fache, 2000). There were also comments that the tourism industry has traditionally been
relatively slow on the uptake of new information technologies, particularly in the travel
agency sector (Christian, 2001; Barnett and Standing, 2001). Therefore, the current study
attempts to take this route by examining consumers’ adoption of e-shopping for travel
services in one holistic conceptual framework. Building upon this background, the
next chapter will present a literature review on consumer behavioural theory and the
conceptualisation of the key constructs examined in this study.
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"The secret of business is knowing something that nobody else knows."

— Aristotle Onassis —
—Handbook of 20" Century Quotations (1984) —



+ 1&%

9=

& .* 0& .

+ 1&%

&% %& #

+% . *

JC + 1&%

&% & %

+ 1&%
0%1&

+ 1&%
HN&+.*.

+ 1&%
& 2
% 0 1& 3%

+ 1&%
& 2
#

+ 1&%
0 . K 1

+ 1&%

6=

$% &
& 2

A=

% 3

%<. $

2

B=

C=

0 & .

D=

% <

+ %
1

+%

+ %

& 9=
-- . * o1& .

& 6=
+% %0+ . .'2
00%1& 0% #.*%

9

& A=
% .3 & 3% %
% *% + 1 +%
% 3. 3% %
% 0% 3%* $
& +%. 2

+9.

.2

+%.

& +%.

2

2

2



Chapter Three
LITERATURE REVIEW

3.0 Introduction

The previous chapter introduced the overall background of the study, which focuses on
online travel marketing. The chapter also highlighted the development of Internet shopping
(known as e-shopping hereafter) as an innovation in the tourism industry and consumer
acceptance of the new shopping medium. Consumer behaviour is a wide subject area and
there are various behavioural aspects that affect consumer adoption of e-shopping.
Consumer adoption decisions regarding e-shopping are varied as there are obvious
differences between physical shopping and the e-shopping setting. Current e-marketing
development and initiatives by online travel agents to encourage more e-shopping have
also been explored in the previous chapter.

This chapter therefore provides a review and theoretical understanding of the process of
diffusion and adoption of an innovation. The chapter also aims to provide a comprehensive
review of the phenomenon and evaluate the contributions of existing studies related to e-
shopping adoption. In particular, the chapter will present parameters based on past
research findings. Various underlying reasons for adoption will be explored with a focus on
the adoption of new technology, specifically travel e-shopping. This chapter also analyses
the dimensions of consumer cognitive characteristics that are mostly used in identifying
innovators in the consumer market. The importance of consumer innovativeness, opinion
leadership and consumer involvement as contributing factors to the adoption of travel e-
shopping will be the central focus. The relationship of perceived risk and trust with
consumers’ adoption of e-shopping will also be explored.

As shown in the thesis structure mapping, this chapter is divided into three parts. The first
part presents a review of the theoretical background on the diffusion and adoption of
innovations; the second presents the technology acceptance model as the basis of the
model development and the third presents relevant concepts and theories that are pertinent
to the relevant research constructs (i.e. Consumer Innovativeness, Opinion Leadership,
Consumer involvement, Perceived Risk and Trust).
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3.1 Diffusion and Adoption of Innovation

The existing literature on diffusion provides guidelines that are used to describe and
understand how innovations and new ideas are adopted within a social system such as a
school system. Diffusion theory attempts to describe the process by which an innovation is
communicated through a channel over a specified time period among members of a social
system (Rogers, 1995). Innovation may consist of a new idea or series of ideas, a new
thought process, a new product or any number of inventions, creations or breakthroughs.
Diffusion theory relates to the communication process whereby participants create and
share information with the goal of reaching a greater mutual understanding. The channel
may take several forms, ranging from mass communication to interpersonal communication
(Rogers, 1995).

The original diffusion research was done as early as 1903 by the French sociologist Gabriel
Tarde, who plotted the original S-shaped diffusion curve. Tarde’s (1903) S-shaped curve is
of current importance because most innovations have an S-shaped rate of adoption
(Rogers, 1995). Although this is where the idea started, it was not until 1943 when
sociologists Bryce Ryan and Neal Gross published a study dealing with lowa farmers. The
study focused on the diffusion and adoption of a new type of corn seed to be planted in
lowa fields. This research put the diffusion of innovation on the academic map as well as
making researchers realize that it is a communication process. The next development in
diffusion theory studies came in 1950, where it was found in various disciplines such as
cultural anthropology (Barnett, 1953), medical sociology (Coleman et al, 1957) and
industrial economics (Mansfield, 1961). It was then introduced to the field of consumer
behaviour studies in the mid 1960s (Frank, et al., 1964; Silk, 1966, Arndt, 1967, Robertson,
1967 and Rogers, 1976). Consequently, many consumer behaviour scholars have
contributed to the cumulative development of diffusion theory by proposing new insights
and directions for future research in innovation.

Everett Rogers, in a widely cited work (1983), provides a synthesis of over 3000 previous
studies of adoption and diffusion. The results of this synthesis include numerous
generalizations about innovation diffusion, i.e., the process by which innovations spread
through populations of potential adopters. Among the more well-established generalizations
are:
i. Innovation Characteristics: Innovations possess certain characteristics (i.e., relative
advantage, compatibility, complexity, trialability and observability) which, as perceived
by adopters, determine the ultimate rate and pattern of adoption (see Section 3.1.1);
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ii. Innovation-Decision Process: The adoption decision unfolds as a series of stages
(lowing from knowledge of the innovation through persuasion, decision,
implementation and confirmation) and adopters are predisposed towards different
kinds of influence (e.g., mass market communication versus word-of-mouth) at
different stages (see Section 3.1.2);

iii. Category of Adopters: Some potential adopters are more innovative than others,
and can be identified as such by their personal characteristics (i.e. innovators, early
adopters, early majority, late majority and laggards) (see Section 3.1.3);

iv. Diffusion Network: The actions of certain kinds of individuals (opinion leaders and
change agents) can accelerate adoption, especially when potential adopters view
such individuals as being similar to themselves (see Section 3.4); and

v. Diffusion Rate: The diffusion process usually starts out slowly among pioneering
adopters, reaches take-off as a growing community of adopters is established and the
effects of peer influence kick in, and levels off as the population of potential adopters
becomes exhausted, thus leading to an S-shaped cumulative adoption curve (see
Section 3.1.4).

Most diffusion research conforms to one of two distinctive styles: adopter studies and
macro diffusion studies (Attewell, 1992). Adopter studies are primarily concerned with
understanding differences in adopter innovativeness, where innovativeness is usually
defined according to time of adoption (early versus late). Macro diffusion researchers are
primarily concerned with characterizing the rate and pattern of adoption of a technology
across some community of potential adopters; these researchers typically employ
mathematical models of the diffusion process (see Mahajan and Peterson, 1985; Mahajan
et al., 1990). As for the present study, the first style (adopter study) applies, as the
general aim is to understand the behaviour of the adopters of travel e-shopping. The
following sections explain the diffusion and adoption of innovation at length.

3.1.1 Innovation Characteristics

When a potential adopter has been introduced to an innovation, they will consider several
characteristics before adopting the innovation. Rogers (1995) lists five characteristics of
innovations, which can be described as follows:

i. Relative advantage describes the degree to which an innovation is perceived as
better than that which it supersedes. The greater the perceived relative advantage of
an innovation, the more rapid its rate of adoption is likely to be. For example, relative
advantages perceived by consumers in the use of travel e-shopping could be in terms
of convenience, flexibility, economics, etc.

35



CHAPTER 3: LITERATURE REVIEW

i. Compatibility is the degree to which an innovation is consistent with the existing

values, past experience and needs of the potential adopter. Innovations that are more
compatible with the prevalent values and norms of a social system will be adopted
more rapidly than an innovation that is incompatible. Incompatibility is often a
problem that marketers face when introducing an innovation.

ii. Complexity is the degree to which an innovation is perceived as difficult to

understand and use. In most cases, new ideas that are simpler to understand will be
adopted more quickly. If the complexity of the innovation outweighs the benefit, the
innovation is unlikely to be adopted. In the context of e-shopping, people may use it if
it does not require advanced computing skills or complicated transaction procedures.

iv. Trialability is whether an innovation may be experimented with on a limited basis.

New ideas that can be tried on a partial basis will generally be adopted more quickly
than innovations that are not divisible. Through trialability, the potential adopter
would be able to see the results or benefits of the innovation.

v. Observability is the degree to which the results of an innovation are visible to

others. Observability is often difficult for online consumers because although the use
of a new innovation can be observed, the benefits of the innovation are difficult to
observe, especially in the short-run. Thus, word of mouth from surrounding people
who have been using e-shopping is important to make it observable in ones eyes.
This makes the diffusion network (i.e. opinion leaders) extremely important in building
the confidence of potential adopters.

Overall, innovations that are relatively simple in nature, divisible for trial and compatible
with previous experience are usually adopted more quickly than innovations that lack these
characteristics. Surry and Farquhar (1997) report on a number of studies that confirm the
links between relative advantage, complexity and compatibility and the adoptioh of
innovations in education. Tornatzky and Klein (1982) found that relative advantage,
compatibility and complexity are the most significant factors in explaining relationships
across a broad range of innovations. Based on this theory, this study will examine
whether relative advantage, compatibility and complexity influence the adoption of
travel e-shopping through integrating them with the Perceived Usefulness and
Perceived Ease-of-Use constructs from the Technology Acceptance Model (TAM),
which will be discussed in the following section.
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1984; Goldsmith and Flynn, 1992; Rogers, 1995). Only a small number of innovators adopt
the innovation in the beginning, at 2.5 percent, early adopters accounting for 13.5 percent a
short time later, the early majority 34 percent, the late majority 34 percent and after some
time finally the laggards make up 16 percent. As a result of this aggregation, a normal
distribution develops, which represents the diffusion process. This method of adopter
categorization is presently the most widely used in diffusion research (Rogers, 1971).

The bell-curve of the adoption model provides a better understanding of the group of
adopters and their behaviour. The curve, which is mainly based on the level of
innovativeness, shows that the majority of consumers fall in the category of early majority
and late majority. Those groups are distinguished from each other by their unique
combination of psychology and demographic profile, which requires a different approach of
marketing stimulation to respond to e-shopping adoption. Fischer and Rogers (1995) found
some dissimilarity amongst the early and later adopters, as shown in Table 3.1. Details of
the adopters’ characteristics and background are presented in Appendix 3.1.

Table 3.1: Characteristics of Early vs. Later Adopters

Variables Innovators/ Barly Adopters Laggards/ Later Adopters
Age Not significant Not significant
Education More Highly Educated Less Educated
Literate More Literate Less Literate
Social Status Higher Lower
Social Mobility Upwardly Mobile Stable/Stagnant
Size of Enterprise Corporate Small/"Mom and Pop"
Measure of Success Commercial Profit Levels Sustenance
Attitudes Toward Credit Borrow Extensively Avoid Use of Credit
Work Tasks More specialized Less specialized
Dogmatism/Closed Beliefs Less dogmatic Strongly Held
Empathy Levels Greater Lower
Life Philosophy Individualistic Fatalistic

Source: Fischer and Rogers, 1995

3.1.4 The Rate of Adoption

The process of diffusion of an innovation depends on consumer innovativeness. The
consumer innovativeness theory states that individuals who are predisposed to being
innovative will adopt an innovation earlier than those who are less predisposed. As shown
in Figure 3.3, the spread of an innovation in a given population, when the cumulative
number of adopters is charted on a graph, takes on the form of an S-shaped curve (the red
curve on the chart below). The bell-curve (the blue curve on the chart below) shows the
typical adoption of an innovation over time when plotted on a frequency basis.
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Moore's theory is built on the idea that the rate of diffusion in the Technology Adoption Life
Cycle curve is not continuous in high tech markets. He borrowed the Diffusion of
Innovations theory from Rogers (1962), but argued that there is a chasm between the early
adopters of the product (the technology enthusiasts and visionaries) and the early majority
(the pragmatists) (see Figure 3.4). This is because visionaries and pragmatists have very
different expectations. Moore exposes those differences and suggests techniques to
successfully cross the chasm, which include choosing a target market, understanding the
whole product concept, positioning the product, building a marketing strategy, choosing the
most appropriate distribution channel and pricing.

For a technological innovation to take off, the first two groups, the innovators and early
adopters, are obviously the most important. As they are opinion leaders, they play
important roles in diffusion networks. Many writers have used different terms to refer to the
same basic dimension of identifying this group, such as gatekeepers (Lewin, 1952),
influencers (Emery and Oeser, 1958), key communicators (Lionberger, 1960) etc. In
studying the spread of new ideas, it is impossible to ignore opinion leaders, as each
adopter category is mainly influenced by individuals of the same or a more innovative
adopter category. The opinion leadership concept is discussed in a later section (see
Section 3.4).

3.1.6 The Role of Early Adopters in the Adoption of Innovation

Because the early adopters are not too far ahead of the average individual in
innovativeness, they serve as role models for many other members of a social system. The
early adopter is respected by peers, embodies successful, discrete uses of new ideas, and
makes judicious innovation decisions. Rogers (1995) describes early adopters as the
‘heart of the diffusion process’ because they decrease uncertainty about a new idea by
adopting it, and then convey a subjective (i.e., hunch or gut feeling) and/or an objective
evaluation of the innovation (i.e., empirical investigation of effectiveness) to peers through
interpersonal networks. Early adopters have been found to differ from later adopters across
a number of personality variables. Early adopters have more empathy, less dogmatism, a
greater ability to deal with abstractions, greater rationality, greater intelligence, a more
favourable attitude toward change, a better ability to cope with uncertainty and risk, a more
favourable attitude toward science, less fatalism, and higher aspirations for formal
education and occupations than do later adopters.

Information has been collected by researchers in an attempt to characterize individuals at
the tail end of the distribution as a specific personality type. Rosen and Maguire (1990)
conducted a meta-analysis to examine the personality characteristics of computer-phobics,
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and found that none of the common beliefs characterizing the computer-phobic (i.e., they
are female rather than male, older rather than younger, and possess other types of anxiety)
represent reality. However, with regard to the current discussion of early adopters and
innovation adoption patterns, it seems likely that computer-phobics represent the tail end of
the distribution and are small in number. Rosen and Maguire (1990) state that the
computer-phobic group is actually quite small (<10%). This finding might be extrapolated
to the population of Internet shoppers to predict that the number of shoppers who
resist e-shopping technology because they are computer-phobic is probably small.

Many researchers have provided evidence for Rogers’ theory by examining the diffusion of
various innovations. Dickerson and Gentry (1983) found that early adopters of home
computers displayed similar characteristics to adopters of other innovations: they tended to
be middle-aged, with higher incomes, more education, opinion leaders and information
seekers. They found that early adopters of home computers had more experience with a
variety of technical products and services than non-adopters. Consistent with Rogers’
proposition that the more compatible the innovation is with the adopter's background, the
more likely it is to be adopted, the two experiences which best predicted adoption of the
home computer were related to functions (i.e., games, programming) superseded by the
home computer.

Ram and Jung (1994) looked beyond diffusion patterns to investigate adopter
characteristics with regards to use innovativeness with personal computers. Use
innovativeness is the degree to which an adopter uses a previously adopted product to
solve a novel consumption problem. Early adopters are found to have higher usage variety
than later adopters, which may be a result of their higher involvement with the innovation.
In other words, early adopters are likely to be more use innovative and capitalize on the
wide variety of uses to which a computer can be put, be more aware of its various features
and capabilities, and seek different uses for their computers than do later adopters. Early
adopters, like expert computer users, use more options, features and software on their
computers, whereas the early and late majority, like novice users, use fewer options to start
with. Ram and Jung (1994) suggest that later adopters are more intimidated by new
technology and need different kinds of support than early adopters, such as additional
training and user-friendly manuals. Another appropriate strategy may be product
differentiation through simplification: creating a no-frills computer for the later adopters,
rather than trying to make them as diversely accomplished as the early adopters are with
the fully loaded model (Ram and Jung, 1994).

These findings have reflected the scope of this study, in that only early adopters of
e-shopping were involved in the survey. These respondents may be either the
innovators or early adopters, as they are the first to adopt E-shopping. Their buying
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behaviour is important to marketers because innovators and early adopters often
determine the initial success or failure of new-to-the-world products and influence
the rate of diffusion of those innovations (Alpert, 1994). By being the first to
implement or try e-shopping, innovators and early adopters perform the role of
opinion leaders with regard to the new technology adoption of e-shopping. Section
3.4 discusses the theory of opinion leadership in more detail.

3.1.7 Gaps in Rogers’ Theory

A major contribution of diffusion research is the conceptual paradigm that the diffusion
model creates, which has relevance for many disciplines (Rogers, 1983). Diffusion
research has a pragmatic appeal to many users. Although the diffusion theory is widely
used in innovation research, there are some criticisms associated to the theory. Bandura
(1977) argued in his discussion of innovations that “innovations spread at different rates
and pattems because they have different requirements for adoption” (p.53). The adoption
rate will depend on whether the necessary requirements are within the means of the
individuals willing to adopt. “Money, skills, or accessory resources” (p.53) may be requisites
for adoption that the individuals lack. “Social prohibition,” Bandura stated, “wields additional
influence over what is adopted” (p.53).

On the other hand, Charters and Pellegrin (1972) found that it would be impossible to
establish criteria for adoption or rejection, especially in diffusion, where the innovation was
not clearly defined. They found that the ‘stages of innovation’ created by Rogers applied to
imported innovations, but not to those innovations that are defined by local use and the
meanings given by the participants. In addition, House (1991) disagreed with Rogers’
(1983) theory that diffusion studies’ outcomes are generalized across categories of
research studies. House (1991) stated that trying to generalize events common to one site
that would be common to another and therefore solvable based on results at the first site is
worthless because no two days, events or classes represent uniform interactions among
common sets of variables.

Other potential limitations of considering the integration of technology using only Rogers’
(1995) adopter categories lie in their very nature as summaries of global characteristics and
time of adoption. While the innovation-decision process and adopter categories are useful
for simplifying the complexity of adoption patterns in a social system by describing the
central exemplar or summarization of the early adopter and other categories, these
‘defining characteristics’ also understate the uniqueness of the individual member. It is
worth remembering that early adopters are, at the same time, unique and variable
individuals who may resemble each other much less than they resemble the general
subgroup characteristics. For example, one can imagine that early adopters possess
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various and different levels of ability and skill, beliefs and visions about the value of
technology, specific personality traits, levels of risk-taking behaviour, motivations to learn
about technology (internal, external, environmental, opportunity), development patterns
(self-taught, peer teaching, courses), and have implemented computers in different
environments, under different conditions (i.e., vendor, department and self support) and
with different expectations. Indeed, an interesting question that warrants further
investigation is whether early adoption depends on personality or environment. The next
.section examines a theory that focuses on consumer personality in influencing adoption
behaviour.

3.1.8 Kirton’s Adaption-Innovation Theory

Kirton (1976) proposed an Adaption-Innovation Theory focusing on individuals’ different
cognitive styles of creativity, problem solving and decision-making in the context of
organizations. Defining adaption-innovation as a basic dimension of behaviour, Kirton
(1980) suggested that everyone can be located on a continuum ranging from an ability to
‘do things better’ to an ability to ‘do things differently’. Cognitive style is defined as “an
individual’s way of processing information, his or her preferred approach to decision making
and problem solving as distinct from his cognitive level, ability or complexity” (Foxall,
1994,p.119). These style differences lie on a normally distributed continuum, ranging from
high adaption to high innovation. Individuals can be positioned on this continuum based on
their personality style, which could be either extreme innovator or extreme adaptor or
somewhere in between.

The Innovator

In the extreme, Foxall and Bhate (1991) characterized innovators as people who exhibit a
marked preference for tangential thinking, challenging rules and accepted procedures, and
breaking with established methods. Innovators also tend to be impractical, unconventional
in their thinking, undisciplined, irreverent toward consensual views, nonconforming, bold in
ideation, insensitive to people, risk seeking, flexible, and even abrasive (Bagozzi and
Foxall, 1996). Innovators are very good at generating ideas for more radical change, but
often fail to get them accepted. They are more likely to change the context of the situation
in generating solutions, to create novel solutions, to prefer less structured work
environments and to concentrate on effectiveness rather than efficiency (Stewart, 1996).

The Adaptor

In contrast, adaptors could be characterized by order, precision, and concern for accuracy
of details, conformity, discipline, efficiency and working within the existing frame of
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reference (Foxall and Bhate, 1991). Moreover, adaptors tend to be methodical, prudent,
disciplined, conforming (especially to authority), timid in ideation, sensitive to people, risk
averse, dogmatic, and even stodgy (Bagozzi and Foxall, 1996). Adaptors tend to be
conservative, place great emphasis on precision, efficiency, discipline and attention to
norms, and are likely to take a problem as initially defined and develop solutions within
currently accepted guidelines (Kirton, 1976). Adaptors are eminently capable of initiating
changes that improve the current system, but may fail to see possibilities outside the
accepted pattern.

Kirton (1976) points out that both adaptors and innovators create in their own ways,
although past literature on creativity has mainly focused on describing innovators (see
Rogers, 1962). The difference between adaptors and innovators is that adaptors try to
operate more efficiently within existing boundaries, whereas innovators tend to break down
existing barriers and often develop new paradigms. The foundation of Kirton's theory
(1976) states that:
i. An individual's problem-solving style is stable and thus does not change with age or
over time.
ii. Adapters and innovators have different attributes, each of which, depending on the
circumstances, could be advantageous or disadvantageous.
iii. One set of these attributes comes naturally to an individual. The opposing set has to
be learned and exercised as part of the individual's coping behaviour.
iv. When coping behaviour is no longer needed, there is a marked tendency to return to
the preferred style.
v. Forms of coping behaviour include changing circumstances to suit the preferred style
or forming part of a team whose assembled preferences cover expected problem
situations.

Based on this concept, Kirton (1976) has developed a psychometric instrument for
measuring differences in cognitive style related to creativity, problem-solving and decision
making, known as Kirton’s Adaption-Innovation Inventory (KAl). KAl is one of the most
researched, and best-validated, instruments currently available. It appears to be a suitable
instrument for further empirical research, given its externally validated links with the
personality traits known to consistently, albeit weakly, determine initial adoption (Foxall,
1994). Personality accounts for consistent patterns of individual behaviour based on
enduring psychological characteristics (Kassarjian, 1971). It is the pattern of traits and
behaviours that makes each individual unique. Personality appears to be related to several
aspects of consumer behaviour, including adoption of innovations, information gathering
and decision-making (Foxall and Bhate, 1993). Appendix 3.2 summarises the typical
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behavioural characteristics of adaptors and innovators as presented in the KAI (Kirton,
1994).

In overall, the basic conception of this diffusion and innovation theory suggests that
individual perception of the characteristics of an innovation such as complexity,
trialability, compatibility, relative advantage and observability (Rogers, 1995) and
innovative personality traits (Midgley and Dowling, 1978; Foxall and Bhate, 1991;
Kirton, 1994; Rogers, 1995) can help explain the consumer intention to adopt an
innovation. It is important to note that even though most ideas on consumer
diffusion research have been discovered by Rogers (1962), some studies point out
that there are three ‘biases’ posited in his work (see Bandura, 1977; Ram and Jung,
1994). In reference to Roger’s (1976) works, they commented that: i) there was a lack
of process orientation such that research has not tracked the individual's decision
process over time; ii) there was a pro-innovation bias, which assumes that all
innovation is desirable; and iii) there was a lack of sociometric analysis. Besides,
later work questions the relevance of the diffusion model to newer technologies and
asserts that organisational learning and know-how have an important part to play in
diffusion (Attewell, 1992; Newell et al., 2000). The next section moves to the theory of
technology acceptance.
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application has been extended to diverse types of IS, such as database management

systems (Szajna, 1996), personal computing (Agarwal et al., 1999), and some other

software (Venkatesh, 1999; Venkatesh et al., 2000). Furthermore, several recent studies
(Teo et al., 1999; Lederer et al., 2000; Lin and Lu, 2000) have used the TAM to analyse
users’ behaviour on the Internet, specifically the worldwide web (see Appendix 4.2).

3.21 The Principles of the Technology Acceptance Model

Based on the two original papers (Davis et al., 1989 and Davis, 1989), the principles of the

TAM may be summarised as follows:

The TAM is a causal model. The Behavioural intention (Bl) — System/Actual usage
and the PU-BI relationship observed in the studies are very strong. Bl is a true
predictor of Behaviour. It fully mediates the effects of how other variables affected
usage. PU has great impacts on Bl over time beyond Attitude. The Attitude-Bl
relationship changes over time. Its link becomes non-significant when users have
used the system for a longer time. Attitude is found not to fully mediate the effect of
PU and PEU on behaviour; it only partially mediates these relationships.

PU and PEU correlated significantly with both self-reported current usage and self-
predicted future usage. But PU had a greater effect on usage behaviour than PEU
when users have used the system for a longer time. Because users seem to process
PEU from a self-efficacy perspective in early exposure to the system, they are
concerned about the likelihood of succeeding in learning to use the system. As
learning progresses and more experience is gained over time, this consideration
becomes less important. Users evolve PEU into a more instrumental perspective,
considering how much of the relative effort of using the system would influence their
performance. The importance of PU in determining usage behaviour should be
emphasised. The usefulness of the system may encourage users to surmount the
difficulties in their interaction with it. The greatest PEU of the system may not lead to
usage of it if it does not do useful work.

The TAM does not include Social Norms (SN) as a determinant of Bl, which is an
important determinant theorised by TRA and Technology of Planned Behaviour
(TPB). SN refers to “a person’s perception that most people who are important to him
think he should or should not perform the behaviour in question” (Fishbein and Ajzen,
1975, p.320). The SN-BI relationship was not observed to be strong in their studies.
Davis et al. (1989) explained that SN scales have a very poor psychometric
standpoint. SN may not exert any influence on Bl, especially when IS applications are
fairly personal and individual and usage is voluntary.
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iv. Davis and his colleagues claimed that system usage is only a necessary, not a
sufficient condition for fulfilling performance improvements due to IS. PU and PEU
are the user’s subjective appraisal of performance and effort respectively; they cannot
be regarded as surrogates to reflect objective phenomena.

v. Finally, Davis and colleagues call for future research to apply the model to other
contexts. They point out that practitioners evaluate systems for two purposes. One is
to predict acceptability, the other is to diagnose the reasons resulting in lack of
acceptance and to take proper measures to improve user acceptance. Therefore, we
should pay attention to external variables that influence the user's internal
behavioural determinants to computer usage behaviour in order to meet the two
evaluation purposes, particularly the second one.

The TAM includes the very important assumption that the behaviour is volitional, which is to
say voluntary or at the discretion of the user. The TAM model has been tested in several
studies of software use (Davis et al., 1989; Mathieson, 1991; Adams et al.,, 1992).
Previous research on the adoption of innovations has also suggested a major role for PU
and PEU (Tornatzky and Klein, 1982; Davis et. al., 1989; Moore and Benbasat, 1991;
Venkatesh and Davis, 1996; Gefen, 1997) in new technology adoption. In addition, several
researchers have replicated Davis’ (1989) original study to provide empirical evidence on
the relationships that exist between PU and PEU and system use (Davis et al., 1989;
Adams et al., 1992; Hendrickson et al., 1993; Segars and Grover, 1993; Subramanian,
1994; Szajna, 1996). Venkatesh and Davis then extended the original TAM model to
explain PU and usage intentions in terms of social influence and cognitive instrumental
processes. The extended model, referred to as TAM2, was tested in both voluntary and
mandatory settings. The results strongly supported TAM2 (Venkatesh and Davis, 2000).

It has been seen that the work of Davis (1989) has been elaborated on by others who have
added further variables to the TAM so as to account for a greater amount of the variance in
usage. These modifications and amendments, however, may be considered in the light of
an argument offered by Warr (1980) in which he described the ‘Christmas tree analogy’,
whereby the initial structure of a model becomes lost through the addition of ‘decorations
and refinements’ so that it eventually lacks the coherence of a purposeful configuration.
Whilst models may provide a better fit with such ‘decorations’, it is no longer possible to
observe the value of the original model.
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In this study, it is important to note that, based on empirical evidence, the Attitude
construct was left out from the original TAM model because it did not fully mediate
the effect of PU on behavioural intention (Bl) (Venkatesh, 1999). In addition, several
studies (Straub et al., 1995; Gefen and Straub, 1997; Teo et al., 1999; Lederer et al.,
2000) have disregarded the effect of PEU and PU on Attitude and/or Bl. Instead, they
focus on the impact of PEU and/or PU directly on actual system usage. As this study
focuses on consumers’ actual usage (i.e. actual adoption) of travel e-shopping, the
TAM model was adapted by dropping A and Bl. This model will be explained in
depth in the next Chapter (see Chapter 4).

3.2.2 The Technology Acceptance Model Measures

In the TAM, perceived usefulness (PU) and perceived ease-of-use (PEU) are indicated as
fundamental and distinct constructs that influence an individual's decision to use
information technology (or systems) (Davis, 1989). Since Davis (1989) introduced a
detailed scale and items used to measure PU and PEU, much attention has focused on
testing the robustness and validity of the scale. The TAM has been found to be extremely
robust and has been replicated using different tasks and tools (Mathieson, 1991; Adams et
al., 1992) (see Appendix 4.2). Adams et al. (1992) replicated Davis' (1989) work to
demonstrate the validity and reliability of TAM measurement scales. They also extended it
to different settings and samples; they demonstrated the internal consistency and
replication reliability of the two scales. In a comparison of several models, Mathieson
(1991) found that the TAM predicted intention to use a spreadsheet package better than
alternative models. Likewise, Hendrickson et al. (1993) found high reliability and good test-
retest reliability on the TAM scale, while Szajna (1994) found that the instrument had
predictive validity for intent to use, self-reported usage and attitude toward use. In another
comparison of theoretical models, Taylor and Todd (1995) found that the TAM provided a
good fit to data on the use of a Computing Resource Centre, explaining 34 percent of the
variance in behaviour, 52 percent of the variance in intention, and 73 percent of the
variance in attitude. The TAM's value lies in its parsimony: the model is strongly grounded
in existing psychological theory, yet is easy (and thus, cost-effective) to apply. Furthermore,
it makes explicit links to the concept of usability via the ease-of-use construct. This
indicates that the paths suggested by the TAM each explained a high degree of variance.

The theoretical constructs of this study were operationalized using validated items
from prior research (see Chapter 5, Section 5.5). These items, used to measure PEU
and PU, are adapted from the scales used by Davis (1989) and Davis et al. (1989),
with appropriate modifications to make them specifically relevant to E-shopping.
From the original TAM scale, which consists of a fourteen items, each construct was
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carefully selected and adapted to assess PEU with a focus on whether the e-
shopping system was easy to learn and PU with a focus on the user’s subjective
probability that using the system will increase the shoppers’ performance in
shopping. Individuals were asked to indicate the extent of agreement or
disagreement with all statements related to PU and PEU on a five-point Likert-type
scale. The details of these items are presented in Chapter 5.

A significant number of researchers have confirmed the validity of the TAM scales and
supported their use with different populations of users and different software choices.
However, some research suggests that a limitation of the TAM lies in using a self-report
behavioural measure for system usage. Although a subjective behavioural measure is
generally accepted (e.g., Oliver and Bearden, 1985; Davis et al., 1989; Beck and Ajzen,
1991; Bagozzi et al,, 1992; Igbaria et al., 1995), it should be supplemented with other
objective measures (Straub et al., 1995). As a result, this study has integrated various
scale dimensions in measuring the actual usage of the e-shopping (see Section 5.5). In
addition, common method bias has been a recurring concern within IS research in general
and in TAM research in particular (Straub et al., 1995, Woszczynski and Whitman, 2004).
Although some researchers report that this bias is not as severe as other researchers claim
(Crampton and Wagner, 1994), the results of any TAM studies should be interpreted with
this potential bias in mind. Thus, it may be concluded that even though PU and PEU
are very powerful constructs in terms of their ability to determine consumer
behaviour towards new technology, they should be treated and adapted accordingly
to ensure that the responses gathered reflect the actual experience and behaviour of
travel e-shopping.

3.2.3 Perceived Ease-of-use and Perceived Usefulness
in E-shopping Adoption

Nowadays, consumers can access thousands of online sites and purchase anything from
groceries to cars without travelling to a retail site and spending time at the retail store.
Recognizing that customers may want products/services delivered as soon as possible,
many e-Commerce sites offer next-day or second-day delivery. Furthermore, e-Commerce
consumers can view catalogues of different products/services and read extensive
information detailing their features and performance, whereas information acquisition was
time-consuming and difficult prior to the outset of the Internet. Therefore, this study
recoghizes ease of information searching, ease of booking, ease of using customer
service, and overall ease-of-use as consumers’ PEU. In addition, PU was measured
by the following factors: saving of money, saving of time, vast selection of
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products/services, and overall usefulness. Thus, this study posits PU and PEU as
the antecedents of e-shopping adoption.

Perceived Usefulness

PU is the degree to which an individual believes that using a particular system would
enhance his or her performance. Davis (1989) found that the relationship between PU and
usage was stronger and more consistent than other variables reported in prior studies.
Individuals evaluate the consequences of their behaviour in terms of PU and base their
choice of behaviour on the desirability of the usefulness (Chau, 1996). Szajna (1996) found
a significant relationship between PU and self-report usage in her study of 61 graduate
business students. On the other hand, in a study of acceptance of personal computing in
small firms, Igbaria et al. (1997) found that PU had a strong direct effect on usage.
Usefulness has been confirmed to be the most important factor affecting user acceptance
with few exceptions (Sun and Zhang, 2003). In the present study there is obvious PU of
using online shopping compared to offline shopping. The PU of using e-shopping
could be measured in terms of financial and time savings, increased flexibility, and
greater access to information about legal aspects.

In a recent study, Lee and Lee (2001) drew attention to the fact that consumers’ decisions
to adopt Internet services (i.e. Internet shopping or Internet banking) can be categorized in
two ways based upon underlying motivations: either Need-based or Skill-based. In need-
based adoption, consumers' underlying motives are the internal forces that drive them to
adopt innovation (Peltier and Schribrowsky, 1997). Need-based adoption of e-shopping
most likely refers to its convenience in acquiring a product or service. For instance, a
businessman or a frequent traveller might be easily engaged to purchase flight tickets
online, as it could save them time and effort. The greater the perceived relative advantage
(i.e. perceived usefulness) of an innovation, the more rapid will be its rate of adoption
(Rogers, 1995). In this aspect, Davis (1989), with his TAM, holds a similar ground,
attempting to determine actual intentions and behaviour in relation to adopting a new
technology. Therefore, it is hypothesized that frequent shoppers for travel services
will respond positively to travel e-shopping. The PU of travel e-shopping will
positively affect non-adopters' future decisions to adopt e-shopping.

Perceived Ease-of-Use

Past consumer behaviour research has also shown that prior experience and skills with
technologies may influence consumers' future adoption of similar technologies (Hirschman,
1980; Dickerson and Gentry, 1983; Dabholkar, 1992). When learning is involved in the
adoption of innovations, the probability that an innovation will be adopted is inversely
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related to the amount of cognitive effort required for a consumer to understand it
(Hirschman, 1980). Evans et al. (2001) found that experienced Internet users are more
likely to participate in virtual community activities (i.e. newsgroup, bulletin board, chat
rooms), whereas novice users are mostly attracted to the interaction it offers with other
people. The familiarity with a product class that is obtained through experience can greatly
reduce this cognitive effort (Dickerson and Gentry, 1983).

The basic skills required in navigating through the Internet for information searching and
knowledge about Internet terms and jargon are fairly relevant to the skills needed for
Internet shopping (i.e. reading information, searching skills or the language used in www).
Thus, it is expected that consumers who are well versed with Internet usage are more likely
to feel comfortable about e-shopping, and therefore more likely to adopt e-shopping.
Furthermore, prior experiences with relevant technologies can reduce consumers'
perceived risks related to adopting a new technology. In order for a consumer to adopt e-
shopping, he/she needs to be comfortable about doing business involving financial
transactions over the Internet and be willing to provide financial information online.

The next part will discuss how individual characteristics might help to explain
the adoption of e-shopping in relation to PU and PEU of TAM. Since consumers'
concern about the security of transactions is often the major obstacle to the
diffusion of electronic technology, successful prior Internet purchase experience will
reduce their security concerns and thus will increase their likelihood of adopting e-
shopping. According to the TAM, the effect of any external variable on user
acceptance operates through central beliefs. Hence, the influence of any
uncontrollable environmental factor (e.g. user characteristics, task characteristics)
or controllable intervention (e.g. implementation and educational programs, user
support) on acceptance behaviour is supposed to be indirect. Consequently,
consumers’ cognitive constructs (i.e. consumer innovativeness, consumer
involvement, perceived risk and trust) are introduced in this study as a source of
influence of e-shopping adoption, as discussed in the following sections.
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3.3 The Consumer Innovativeness Theory

Consumer innovativeness plays a major role in the diffusion and final adoption of new
products or technology. Hence, it is not surprising that much research has sought to identify
variables useful for segmenting consumers into innovators and later adopters. This review
discusses consumer innovativeness in terms of the different theoretical definitions, the
conceptualisation, measurement scales and its relevance to the current study.

3.31 Consumer Innovativeness Definitions and Concepts

The concept of innovativeness shares a high level of abstraction, as it reflects a
generalized, abstract personality trait. Innovativeness is a personality construct that is
possessed, to a greater or lesser degree, by all individuals, since everyone will adopt new
objects or ideas at some point in his/her life. It is a latent personality trait that predisposes
people to buy new products (Midgley and Dowling, 1978; Hirschman, 1980).

However, there is no real consensus on the meaning of innovativeness. It may be describe
as the early purchase of new products (Cestre, 1996) or the desire for new experiences
(Hirschman, 1980) as well as a tendency to be attracted by new products (Steenkamp et
al,, 1999). Rogers (1995) defines innovativeness as the degree to which a person’s
observed time of adoption occurs relatively earlier than that of other people in his/her social
system. Additionally, Midgley and Dowling (1978) define consumer innovativeness as
consumption of newness, referring to the tendency to buy new products more quickly and
more often than other people, while Foxall (1986, 1994, and 2003) views innovativeness as
a cognitive style.

The early research by Hurt et al. (1977) views innovativeness as a generalized personality
trait reflecting a willingness to change. Midgley and Dowling (1978) suggested that the
concept of innovativeness involves communication independence, determined by the
degree to which a consumer’s decision process is independent of others’ personal
influence in the social system. Hirschman (1980) and Manning et al. (1995), on the other
hand, equated the innovative trait with consumer novelty seeking, which is defined as an
inherent desire to seek out novelty and creativity. More recently, Steenkamp et al. (1999)
viewed consumer innovativeness as the predisposition to buy new and different products
and brands rather than remain with previous choices and consumption patterns. Table 3.2
presents a summary of definitions, concepts and measures related to consumer
innovativeness.
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Table 3.2: Consumer Innovativeness: Concepts and Measures

Authors

Dimension

Concepts

Mecasurement

Relative advantage

Innovativeness based | Complexity
Rogers(1962) on time dimensions Compatibility NA
Trialability
Leavitt and Innovativeness Open to new experiences and novel Consists qf 2 sets (positive
Openness of S : and negative statements) of
Walton (1975 & | . . stimuli and processing new concepts . o
information 24 items on 5-point Likert
1988) . for own use.
processing scales.

Craig and Ginter
(1975)

Factor analysis of
Leavitt and Walton’s
items

New is wasteful

Social desirability

Novelty seeking

Risk aversion

Style Consciousness
Satisfaction with status quo

Consists of 25 items on 5-
point Likert scale.

Other directedness
Consists 32 items on 5-point
. . . Cognitive style of: Likert scale
Kirton (1976) Adaption-Innovation Adfgltors &t};nnovators (Kirton’s Adaptors-
Innovators Inventory)
Risk Taking and Tendency to be creative in thought & Constlsts of 20 bipolar scale
Jackson (1977) Innovation action questions. (Jackson
Personality Inventory)
N - . ) . . Consists of 20 items on 7
Hurt et al. (1977) ormal}y dlstnbutefi Wﬂhngness to change: non innovative point Likert scale
underlying personality | behaviour vs. innovative behaviour . .
(Psychometric properties)
Raju (1980) Adoptive Tendencies toward exploratory Consists of 5 items on Likert
innovativeness behaviour. scale.

Creativity/ curiosity
Risk preferences

Roehrich (1994)

innovativeness and
Social innovativeness

exploratoty acquisition of products and
need for stimulation need for
uniqueness

Price and Use innovativeness Voluntarv simplici Consists of 44 items on 7-
Ridgeway (1983) Creati 1y stmphctty point Likert scale
reative reuse
Multiple use potential
Joseph and Vyas | Open-processing Tendency towatrds mote open and Consists of 24 items on 5-
(1984 innovativeness innovative behaviour point Likert scale.
Venkatraman Cognitive sensory Cognitive innovativeness Consists of 8 items on Likert
and Price (1990) | innovativeness Sensory innovativeness scales
Goldsmith and Domain Specific Ten@;ncgr to lf:amfgnd adopt based on Consists of 6 items on 5-
Hofacker (1991) | innovativeness specthic comain of interest point Likert scale.
Hedonist An expression of two central needs:

Consists of 6 items on Likert
scale.

Attraction to newness

Le Louarn Adoptive A . . - Consists of 6 items on Likert
(1995) innovativeness utonomy in innovative Demsxon scale.

Ability to take risks in trying newness
Steenkamp et al. | Exploratory Product | Explotatory acquisition of products Consists of 10 items on
(1999) Acquisition Exploratory information seeking Likert scale.

Internet usage&

Moderating role of innovativeness in

Citrin et al. ) . . . Consists of 6 items on 5-
Domain-specific the relationship between general s

(2000) . . . point Likert scale.
innovativeness Internet usage and Internet shopping

Goldsmith 'Domalr.1 Specific Tendency. to learn‘ and adppt based on Consists of 6 items on 5-
innovativeness the domain of online buying. o

(2001) point Likert scale.
(Internet context)

Steenkamp and | Dispositional Predisposition to buy new products Consists of 8 items on 5-

Gielens (2003) innovativeness and brands at an early stage. point Likert scale.

Source: this study
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The review of the literature suggests that consumer innovativeness research can be
broadly classified into three groups:

i. Measurement of innovativeness (e.g., Midgley and Dowling, 1978; Venkatraman and
Price, 1990; Goldsmith , 1990; Goldsmith and Hofacker, 1991; Roehrich, 2004);

ii. Relationship between innovativeness and new product adoption or other behavioural
constructs (e.g., Hirschman, 1980; Foxall and Goldsmith, 1988; Foxall, 1988 & 1995;
Midgley and Dowling, 1993; Goldsmith et al., 1995; Manning, et al., 1995);

iii. Antecedents of innovativeness, including personal and demographic characteristics
(e.g. Venkatraman 1991; Midgley and Dowling, 1993; Steenkamp et al., 1999; Im et
al., 2003).

As Innovativeness has been a well-researched topic in both organisational (e.g. Hurley and
Hult, 1998) and consumer (e.g. Goldsmith and Flynn, 1992; Goldsmith et al., 1998; Blythe,
1999) studies, several different conceptualisations of innovativeness have been widely
used, described as follows:

Actualized innovativeness (Al)

The Al concept has received in-depth empirical attention within the diffusion of innovation
framework (Rogers, 1995), and has been of particular interest in innovation diffusion
research generally, and information technology (Agarwal and Prasad, 1998) and marketing
research (Midgley and Dowling, 1978; Flynn and Goldsmith, 1993) specifically. According
to this concept, the ‘consumer innovativeness’ construct is conceptualized as the degree
and speed of adoption of innovation by an individual. Researchers have used various
indirect measures of Al, including the number of products owned (e.g., Foxall, 1988 &
1995; Rogers, 1995), ownership of a particular product (e.g. Labay and Kinnear, 1981,
Dickerson and Gentry, 1983), purchase intentions (e.g., Holak and Lehmann, 1990), and
the relative time of adoption for a particular product (e.g., Rogers and Shoemaker, 1971;
Midgley and Dowling, 1993).

Innate innovativeness (1)

Another concept, called ‘innate innovativeness’ (Hirschman, 1980) or ‘innovative
predisposition’ (Midgley and Dowling, 1993), has been widely accepted in psychology to
identify the innovative characteristics of individuals (e.g., Kirton, 1976). Midgley (1977)
makes a clear distinction between Il (a trait possessed by every human being) and Al (an
actual innovative behaviour). Midgley and Dowling (1978) considered |l as the degree to
which an individual is receptive to new ideas and makes innovation decisions
independently of the communicated experience of others. They perceived it as a central
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trait, possessed by all individuals to a greater or lesser degree. According to this concept,
this trait can be expressed at three different levels of innovative behaviour:

i. General actualised innovativeness consists in the purchase of new products in
different product categories. This behaviour is supposed to be a direct expression of Il.

ii. Product category specific actualised innovativeness is the tendency to buy new
products in a single product category. This behaviour is a consequence of the
interaction between Il, which is directed towards newness and interest in the product
category. A product category specific innovator may therefore be motivated either by I
or by interest in the product category or by both.

iii. Single product actualised innovativeness is the early purchase of a new product. It
is a joint consequence of |l, interest in a product category, communicated experience
and situational variables. A single product innovator maybe motivated by any
combination of these factors.

Although a number of researchers have used this concept to define and measure
innovativeness, the innate approach to innovativeness is limited to the extent that
consumer innovation is more domain or product/service specific and less of an individual
personality characteristic. A further two types of innovativeness have emerged and are
widely used by researchers (Citrin et al., 2000): open processing innovativeness and
domain specific innovativeness.

Open Processing Innovativeness (OPI)

Leavitt and Walton (1975 & 1988) define innovativeness as a personality trait representing
the degree to which a person is open to new and different experiences, also termed open
processing. OPI, operationalised by Joseph and Vyas (1984), focuses on cognitive style,
which incorporates an individual's intellectual, perceptual and attitudinal characteristics.
OPI influences the ways in which a person reacts to new products and their corresponding
sensations, experiences and communications (Citrin et. al., 2000). This concept asserts
that an individual who scores high on the trait of open-processing innovation cognitive style
will be open to new experiences, and will in fact seek out these experiences. Such
individuals will seek out experiences of a meaningful sort as opposed to those that provide
only thrills. They will also positively make use of information received, and will be able to
recognize the potential application of ideas received from others rather than a direct
mechanical application of ideas. Thus, these high innovativeness individuals will be more
responsive to communication in a selective and constructive way when the message has a
valid relevance to their actions. Results of several studies using this form of consumer
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Dowling, 1978 & 1993; Hirschman, 1980; Gatignon and Robertson, 1985;
Venkatraman and Price, 1990; Steenkamp et al., 1999). Consequently, in this study,
the DSI theory is used to measure consumers’ innovativeness in shopping via the
Internet, as it provides more insight in terms of the dimensionality, validity and
reliability of the DSl scale.

3.3.2 Consumer Innovativeness Measures

Since the mid 1970s, numerous scales have been created for the purpose of measuring
consumer innovativeness. Most of these scales are different in terms of their theoretical
premise and internal structure. Therefore, some of the scales lack homogeneity (Roehrich,
2004). The most representative scales are presented below in two groups: (i) life
innovativeness scales (i.e. the ability to introduce newness into one’s life), (ii) adoptive
innovativeness scales (Roehrich, 2004).

Life Innovativeness Scales

This category of scales includes the scales developed by Leavitt and Walton (1975),
Kirton’'s (1976) and Hurt-Joseph-Cook (1977). They are named ‘life innovativeness’
because their scopes go beyond the sole adoption of new products. For instance, Leavitt
and Walton define innovativeness as a trait ‘that underlies the intelligent, creative, selective
use of communication for solving problems’. Kirton defines innovators as those who tend to
search for new problems and original solutions within an organization. Finally, Hurt and
colleagues define innovativeness as ‘change willingness’. Moreover, two of these scales
have a ‘creativity’ dimension, which indicates that the innovativeness concept they measure
is not limited to newness consumption.

Little research has been undertaken on the Leavitt and Walton (see Bearden et al., 1993)
and Hurt-Joseph-Cook (see Pallister and Foxall, 1998) scales. Kirton’s Innovators-Adaptors
Inventory (KAI) has raised far greater interest in the research community (see Mudd, 1995;
Foxall, 1995; Bagozzi and Foxall, 1996).

Some general conclusions that can be drawn from these studies are:

i. These scales tap innovativeness at a high level: items describe attraction to any kind
of newness, not only new product attraction;

ii. These scales are multidimensional: 7 dimensions for Leavitt and Walton's 24-item
scale, three for Kirton’s 32-item inventory, four (or five) for Hurt-Joseph-Cook’s 20-
item scale.

iii. These scales have good psychometric properties, except for predictive validity: only
weak correlations, if any, have been found with new product purchase.
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iv. These scales are very close to each other and measure very similar concepts.

However, Roehrich (2004) suggested that these scales tap inherent novelty-seeking more

than specific innovativeness, based on their poor predictive validity.

Adoptive Innovativeness Scales

The scales presented under this category were particularly designed to measure

innovativeness as a tendency to buy new products. The scales in this category mostly

identify consumer innovativeness by the adoption or non-adoption of an innovation and the

time of adoption. The commonly used scales include:

Goldsmith and Hofacker’s Scale (1991)

These authors designed a scale to measures domain-specific innovativeness (DSl).
They perceive this construct as an intermediary between innate innovativeness and
innovative behaviour, which is empirically, but moderately, validated by Goldsmith et al.
(1995). The DSI scale is a 6-item scale where the items are scored on a 5-point
disagree-agree format. Item scores are summed to form an overall DSI score, and the
DSl is considered unidimensional. Scores on the DSI scale range from 6 to 30. Higher
scores reflect domain innovators. The cut-off point between domain innovators and
adaptors is established by subtracting the lowest score from the highest score recorded
from a study. In this study, 4 items from the DS| scale were adapted to the context of e-
shopping (Goldsmith at al., 1995) as presented in a later chapter (see Chapter 5).

Baumgartner and Steenkamp’s Scale (1996)

These authors distinguish two dimensions of exploratory buying behaviour: (i)
exploratory acquisition of products (EAP) and (ii) exploratory information seeking (EIS).
For them, consumers who are high on EAP enjoy taking chances in buying unfamiliar
products; are willing to try out new and innovative products; value variety in making
product choices, and change their purchase behaviour in an effort to attain stimulating
consumption experiences. This EAP consists of a 10-item scale and is highly correlated
with such constructs as stimulation need and sensory sensation seeking. Its predictive
validity is confirmed by correlations with variety seeking behaviour and innovative
behaviour. Steenkamp and Van Trijp (1996) confirm a significant correlation between
EAP and the possession of 46 new products.
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3.3.3 Domain Specific Innovativeness and E-shopping Adoption

A review of the above theory and literature on innovativeness highlights possible links
between consumer innovativeness and the adoption of travel e-shopping, which is of
interest to this study. As innovativeness is the personality trait that predisposes consumers
to adopt new ideas or technology, both sensory and cognitive innovativeness are expected
to have significant positive relationships with the adoption of travel e-shopping. This is in
line with some empirical studies that emphasized the relationship between new-product
adoption behaviour and consumer innovativeness as a generalized predisposition (e.g.,
Midgley and Dowling, 1978; Foxall, 1988 & 1995; Goldsmith et al., 1995; Manning et al.,
1995).

In the context of electronic shopping adoption, Goidsmith et al. (1995) found that a global
measure of consumer innovativeness is weakly related to adoption behaviour; however,
DSl is strongly associated with the adoption of fashion and electronic innovations. Citrin et
al. (2000) supported this result with their findings that DSI, along with Internet usage,
directly influences consumers’ adoption behaviour with regard to e-shopping. Another
recent study by Limayem et al. (2000) found that consumer innovativeness (measured by
the innovativeness scale developed by Hurt et al., 1977) influences e-shopping behaviour
both directly and indirectly through the consumer’s attitude and intentions.

Overall, the empirical literature addressing the relationship between consumer
innovativeness and new-product adoption behaviour is inconsistent across product
categories that exhibit different levels of consumer involvement and specificity. Thus it is
proposed that consumer innovativeness will have a great impact on the adoption of
e-shopping, particularly for travel services.

The scale developed by Goldsmith and Hofacker (1991) was adapted to measure
domain-specific innovativeness for shopping travel services via the Internet. It was
chosen due to its applicability in the research context. As suggested by
Vijayasarathy and Jones (2000), applied researchers could use the DSI in surveys to
identify Internet innovators, those consumers most likely to buy online, and develop
descriptions of their personal characteristics, attitudes, behaviours, and reactions to
marketing efforts. Besides, DSI can be used in a variety of research settings and has
proved to be valid and reliable across different product domains and cultures (e.g.
Goldsmith et al., 1998; Goldsmith, 2001). Moreover, the DSI scale is chosen because it is
a short, reliable and valid self-report scale developed to measure how innovative a
consumer is for a specific product field (Goldsmith and Hofacker, 1991).
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The scale consists of 6 items in 5-point Likert scale format, anchored with ‘strongly
disagree’ and ‘strongly agree’. As the scale can be used interchangeably, and is
considered applicable to a wide number of product domains, the questions were modified in
the context of travel e-shopping so that a high score reflected higher levels of
innovativeness. The mean response to these six items provides a DSI score. The modified
version of the DSI used in this study is presented in a later chapter (see Chapter 5).

34 Opinion Leadership Theory

As discussed in the previous section, early adopters play an important role in the diffusion
of an innovation because of their role as opinion leaders in communication channels and
social systems. Innovators and early adopters have the greatest degree of opinion
leadership in most systems; therefore, potential adopters look to them for advice and
information about the innovation. The interpersonal communications between early
adopters and the public, among friends and family, are equally as essential as mass
communications in bringing about new technology adoption. Diffusion takes place within
the context of structures of social relationships based upon power, norms and public
acceptability, when the opinions of some persons carry more weight than those of others.

Domain specific innovativeness has been shown to be positively correlated with opinion
leadership for, time spent with, and money spent on new products across several product
categories (Goldsmith et al., 1998 and Goldsmith, 2001). Thus, similar to innovativeness, it
is expected that there is a strong relationship between opinion leadership and adoption
behaviour. This section visits the theory, concepts, measures and the relevance of opinion
leadership to e-shopping adoption.

3.4.1 Opinion Leadership: Definitions and Concepts

Opinion Leadership (OL) is defined as the degree to which an individual is able to
informally influence other individuals’ attitudes or overt behaviour in a desired way with
relative frequency (Rogers and Shoemaker, 1971). It is a type of informal leadership, rather
than being a function of the individual's formal position or status in the system. Since its
discovery in the 1940s, the theory of OL has provided some understanding of how
information and ideas are disseminated through both mass media and interpersonal
communication.

Many studies conducted since the beginning of OL have confirmed that opinion leaders do
indeed exist and influence others, particularly in consumer product purchase decisions.
These opinion leaders often provide information and advice to followers; therefore, they are
more likely to influence purchasing behaviour through word-of-mouth communication
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(Assael, 1987). Although identification of opinion leaders themselves is a difficult task,
research has been successful in identifying some general traits (or characteristics) of
opinion leaders (Assael, 1987). These opinion leaders could be identified based on specific
characteristics (i.e. product-related characteristics; demographic characteristics and
personality characteristics). Ely (1990), for example, divides opinion leaders in his study
into two distinct groups: (i) Those who possess a vision about the benefits of the innovation
and take steps to promote its acceptance; and (ii) Individuals in government and higher
education who are strong advocates for the innovation and serve as promoters of the
innovation.

Littlejohn (1996) categorises opinion leaders into two types: (i) monomorphic and (i)
polymorphic. Monomorphic opinion leaders tend to be influential on one topic only, while
polymorphic opinion leaders are influential on a variety of topics. Most opinion leaders are
monomorphic, however, and even truly polymorphic leaders tend to focus their expertise on
one broad domain, such as fashion or politics (Solomon, 1994). As systems become more
modern, monomorphic leadership is incrementally more predominant, especially because
as technology becomes more complex, a division of labour and specialization of roles
results, which in turn leads to different sets of opinion leaders for different issues (Littlejohn,
1996).

Besides that, numerous studies have been carried out to identify potential opinion leaders,
learn of the characteristics distinguishing them from their followers, and understand how
they exert their personal influence to change the opinions and behaviour of the masses.
Katz and Lazarsfeld (1955) found opinion leaders to be distributed across all levels of
social status (high, middle and low), with tendencies toward a horizontal, rather than
vertical, flow of communication. They also concluded that opinion leaders were
concentrated among large-family wives (position in the life-cycle). This group tended to
have more experience and involvement with daily marketing issues (Weimann, 1994).

3.4.2 Opinion Leadership Influence and Measures

In terms of demographic characteristics, opinion leaders tend to be similar to their followers
in terms of education, social status and beliefs (Assael, 1987). These similarities provide
the opinion leader with referent power, and although opinion leaders may be slightly higher
in terms of status and educational attainment, they are rarely in a different social class
(Solomon, 1994).

In terms of personality characteristics, opinion leaders tend to possess the following social
attributes: /) Gregariousness; ii) Social activity; iiij) Centrality in social networks; iv) Social
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accessibility; v) Social recognition; vi) Credibility (Weimann, 1994,p.89). A study by Chan
and Misra (1990) concluded that opinion leaders have more knowledge or familiarity and
involvement with product class; they are more innovative and more confident of their role

as influencers (leaders) and appear to be less dogmatic than non-leaders.

Based on product-related characteristics, Assael (1987) points out that opinion leaders
typically are i) More knowledgeable about the product category, ii) More involved in the
product category, iii) More active in receiving communications about the product from
personal resources, and iv) More likely to read magazines and other print media relevant to
their area of product interest. Rogers (1995) indicates that opinion leaders have greater
exposure to mass media or external communication than their followers and thus are more
cosmopolite. They listen more, read more, and view more media - relevant to a specific
domain - than their followers (Bettinghaus, 1980).

Nevertheless, profiling opinion leaders across areas and domains is an extremely difficult
task, if not impossible (Weimann, 1994). Myers and Robertson (1972) studied the
dimensions of opinion leadership across twelve different domains, and found that the
correlations of demographic variables (age, income, educational level, time at present
address, ages of children, and number living at home) with opinion leadership in each topic
area were low. The study concluded that opinion leaders could not accurately be identified
by demographic variables alone.

There are four main methods of measuring opinion leadership and diffusion network links,
which have been used in past research:
i. Sociometric method (e.g. asking respondents from whom they sought, or might seek,
information or advice about an innovation)
ii. Informants' ratings method (e.g. asking essential people about the communication
networks in a system)
ii. Self-designating techniques (e.g. asking respondents to indicate the tendency for
others to regard them as influential)
iv. Observations (e.g. an investigator identifies and records the communication
behaviour in a system)

Previous early studies of the two-step flow model of mass communication (Lazarsfeld et al.,
1948; Lazarsfeld and Menzel, 1963) have shown that people are more influenced by direct
contact with other people than by mass media. The tested hypothesis of the two-step flow
model is that “the first step, from sources to opinion leaders, is mainly a transfer of
information, whereas the second step, from opinion leaders to their followers, also involves
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the spread of influence” (Rogers, 1983, p.273). This implies that the influence of mass
media is not as powerful or direct as was once thought. Mass media creates knowledge,
while interpersonal networks persuade individuals to adopt or reject an innovation.

As Murray (1991) suggests, when the true levels of risk are unclear to users (e.g. in the
context of non face-to-face shopping), recommendations from other members of a social
system, such as friends, relatives and neighbours, have an important effect on consumer
participation. This is supported by Roger (1983, p.5), who argues that information about an
innovation “is communicated through certain channels over time among the members of a
social system”.

Following from these arguments, opinion leadership has been adopted as one of the
antecedents of travel e-shopping. Recognizing the importance of the roles of
opinion leaders in influencing adoption decisions, this study proposes that opinion
leadership is one of the antecedents of the adoption of travel e-shopping.

3.5 The Consumer Involvement Theory

Consumers' willingness to engage in new behaviour requires a considerable level of
involvement. Involvement has both cognitive-affective and behavioural components that are
closely related (Houston and Rothschild, 1978). Involvement as an affective-cognitive
construct generally refers to the perceived personal relevance of an object or event to a
consumer (Zaichkowsky, 1985). It expresses the intensity of motivation as experienced by
an individual (Ratchford and Vaughn, 1989). Mittal and Myung-Soo (1989) made broad
distinctions among three sources of involvement: (i) utilitarian goals such as the perceived
use-value of an object, (ii) hedonic goals, and (iii) symbolic and sign goals (see Laurent and
Kapferer, 1985). Utilitarian goals and extrinsic goals both refer to an individual's striving for
valued outcomes, whereas hedonic goals are achieved by using or acting upon objects,
which in and of itself is considered intrinsically rewarding. Involvement may also stem from
the symbolic meaning or sign value of an object vis-a-vis relevant others, which helps
project a positive image for others to view. Thus, involvement is induced not only by a pure
person-object relation but also by its relationship to relevant others. This section presents
the Consumer involvement theory, concepts, measurement and its relationship to
consumer adoption behaviour.
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3.51 Consumer Involvement: Definitions and Concepts

The concept of involvement began in social psychology with Sherif and Cantil's (1947)
study of ego-involvement. The extensive pursuit of this concept, however, was led by
Krugman’s study (1965) in low involvement learning. Krugman's distinction between high
and low involvement learning and his proposal that both types of consumer involvement
can be associated with effective marketing communication have received great interest
among marketers and researchers. Since then, studies on consumer involvement using
this dichotomy have emerged as a major stream of consumer research (Zaichkowsky,
1985), followed by various efforts to further differentiate the concept (Houston and
Rothschild, 1978; Celsi and Olson, 1988; Andrews et al., 1990) (see Table 3.3).
Consequently, with these numerous conceptualisations and measurements, it has also
become difficult to form a consensus on the concept of involvement (Zaichkowsky, 1985).

Extant literature reveals that involvement has many meanings in communication and
persuasion research (Perse, 1990a). To some extent, this may be due to the use of the
term in varied research domains in social psychology, political science, consumer
behaviour, advertising, public relations and communications (Salmon, 1986). Involvement
has been perceived as residing in the individual, the object or the situation (Salmon, 1986).
It has also been defined as an enduring individual trait such as a personality characteristic
(Kassarjian, 1980); personal relevance of the object to the individual (Zaichkowsky, 1985);
or a pre-existing /enduring relationship between object and individual (Houston and
Rothschild, 1978; Andrews et al.,, 1990). Other definitions of involvement, mostly in the
psychology and consumer behaviour literature, emphasize the state or process-like
qualities of the construct: a temporary condition of high/low involvement that occurs at a
point of time when individuals are exposed to stimuli/messages (Krugman, 1965) that may
facilitate cognitive information processing (Petty and Cacioppo, 1981).

Table 3.3 summarises the various definitions of involvement that have been used
previously by consumer involvement studies. This implies that there is no straightforward
approach to measuring consumer involvement. However, Foxall and Pallister (1998)
suggest a common definition of involvement, which can be identified as personal relevance
(motivations), activation of the motivational state, and arousal or triggering of the
motivational state.
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Table 3.3: Conceptual Definitions of Consumer Involvement

Authors

Definitions/Conceptualisation

Krugman (1965, 1968)

Involvement as the number of personal links per minute
between the person and the observed object or message

Involvement is an internal state variable that indicates the

Mitchell (1979) . . .

Bloch (1982) arpount of ar'ousa.l, interest or drive evoked by a particular
stimulus or situation.

Engel & Blackwell (1982) Involvement is a reflection of the extent of personal relevance

Greenwald & Leavitt (1984)
Celsi & Olson (1988)

of the decision to the individual in terms of his/her basic
values, goal and self-concept.

Rothschild (1984)

Involvement is an internal state variable that indicates the
amount of arousal, interest or drive invoked by a particular
stimulus or situation

Laurent & Kapferer (1985)

Involvement is an internal state affecting decision processing,
triggered by a number of situations, including personal
relevance, or psycho-social, functional or financial risk.

Involvement as an affective-cognitive construct generally

Zaichkowsky (1985) refers to the perceived personal relevance of an object or
event to a consumer
Bloch (1986) Involvement has been conceptualised as the interest,

Goldsmith et al. (1998)

enthusiasm and excitement that consumers manifest towards
a product category

Involvement is a motivational state of mind of a person with

Mittal (1989) regard to an objective or activity. It reveal itself as the level of
interest in that object or activity
Involvement is a relationship between individual

Foxall (1990) characteristics, such as personal goals and experience of the

consequences of buying and consuming and the stimuli
presented by the communication, product or situation.

Engel et al. (1995)

Involvement is an elaborate procedure or extended problem
solving.

Lockshin et al. (1997)

Suggested three dimensions of involvement: product
involvement, brand involvement and purchase involvement.

Source: this study

3.5.2

Consumer Involvement Measures

Corresponding to the various definitions of consumer involvement above, a wide variety of
involvement measurement have been introduced and utilised by previous studies (see
Table 3.4). In general, they can be differentiated based on:
i. Unidimensionality vs. Multidimensionality (e.g. Zaichkowsky’s PIl scale (1985) and
Laurent and Kapferer's CIP (1985))
ii. Semantic differential vs. Likert scale (e.g. Jain and Srinivasan’s NIP scale (1990) and
Slama Tashchian’s Pl scale (1985))
iii. Object specific vs. Context free (e.g. Tigert et al. (1976) and Mittal's PDI (1989))

In addition, Rothschild (1979) introduced somewhat rough, but still applicable measures to
identifying involvement situations. They are:
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Price: the most commonly used intuitive measure of involvement. Expensive products
are highly involving, while lower priced products are less involving.

Length of purchase cycle: this measure also helps to define involvement in a broad
sense, since a longer duration between purchases implies a greater commitment and
higher involvement.

Similarity of choice: if the choices available to a purchaser were quite similar to one
another, then there would be no need to become involved with a particular one, since
several selections would lead to the same outcome.

Perceived risk: the amount of uncertainty and/or the possible consequences of the
decision would involve the individual to a greater degree. Each of four measures
provides some insight into the vague construct referred to as involvement, but none
can individually describe, explain or predict involvement.

Amongst the involvement scales shown in Table 3.4, the CIP, PDI and PIl scales have

been either adopted or adapted widely, particularly CIP and PII (Pallister and Foxali, 1998).

However, there were a lot of arguments and revisions of each of the scales before they

were established as reliable involvement measures.
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Table 3.4: Summary of Consumer Involvement Scales

Authors Topic and Dimension Types of Scale

Fashion Involvement (11 fashions)
* Innovativeness and time of purchase
) . o
Tigert et al. (1976) - Interpersonal communication 5 responses scale
Interest
®=  Knowledge ability
=  Awareness & reaction of fashion change trends
Product Involvement (Car)
=  Enjoyment
®  Readiness to communicate about car to others
Bloch (1981) ® Interest in car racing 17 items on 6-point Likert scale
®  Self expression through one’s car
®  Attachment to one’s car
® Interestin car
Slama and . 33 items on 6-point Likert scale
“Tashchian (1985) Consumer Purchase Involvement (Residences census) Puschasing Involvement (PT)
General Involvement
?aurfe ot anld 085 (14 tangible products) = Risk probability 19 items on 5-point Likert scale
apferer (1985) ) = Pleasure Consumer Involvement Profile (CIP)
* Productimportance | Si I
=  Risk importance 180 value
Zaichkowsky General Involvement (watches, shoes, cameras, wine, 20 items on 7-point Semantic scale
(1985) cereals, coffee, laundry & TV) Purchase Involvement (PII)
Zaichkowsky .. . . 10 items on 7-point Semantic scale
(1985) Advertising Involvement (print, radio & TV) Purchase Involvement in
Advertisement scale (PIIA)
McQuatrie and General Involvement (12 objects) 14 items on 7-point Semantic scale
Munson (1987) ®  Perceived importance =  Sign value Revised Purchase Involvement scale
=  Pleasure = Risk (RPII)
Mittal and Lee Product & Brand Choice =  Sign value
(1988) Involvement (Beer) = Hedonic value 24 items on 7-point Likert scale
®  Perceived importance | ®  Perceived risk
Higie and Feick I.anlilntz;gozzolvement (PC, golf & needlework) 12 items on 7-point Semantic scale
(1989) . . adopted from PII and RPII
= Self impression
Product & Brand
Mittal and Lee Decision Involvement = Product utility
(1989) (VCR & Jeans) *  Brand sign 24 items on 7-point Likert scale
®*  Product sign *  Brand hedonic value
®  Product hedonic *  Brand rsk
5 items on 7-point Likert scale
Mittal (1989) Purchase Decision Involvement (15 tangible products) Purchase Decision Involvement
®DD
ain and Srini gﬁiiflﬁz otfdﬁllz?st) " Interest/ Pleasure
] 1998;1 vasan gible p =  Risk importance 49 items on Semantic Scale
( *  Relevance/ s  Sign/ symbolic value -New Involvement Profile (NIP)
. ®  Risk probability
importance
Consumer Involvement (fashion clothing)
, ®  Product involvement
©’Cass (2000) ®  Advertising involvement 42 items on 6-point Likert scale
®  Purchase decision involvement
®*  Consumption involvement

Source: this study
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Consumer Involvement Profile (CIP)

Laurent and Kapferer (1985) advocated the use of the word involvement with a qualifier,
implying that the term alone is too imprecise to specify the nature of the relationship between
a consumer and a product category. They define involvement as a multi-dimensional
construct and argue that a consumer’s involvement cannot be expressed in a single score,
because the type of involvement is as important as its level. They further identified five
antecedent conditions of involvement:

i. Perceived importance of the product;

ii. The perceived importance of negative consequences in case of poor choice (perceived

risk);

iii. The perceived probability of making such a mistake (perceived risk);

iv. The symbolic or sign value attributed by the consumer to the product;

v. The hedonic value of the product.

Based on the above antecedents, Laurent and Kapferer (1985) developed the Consumer
Involvement Profile (CIP) scale with 19 items. However, Mittal and Lee (1989) argued that
the CIP scale did not acknowledge the distinction between product involvement and
purchase-decision involvement. Knox et al. (1994) supported the above criticisms of the
Kapferer and Laurent model, as put forward by Mittal and Lee, and further added that:

i. The perceived product importance measured by Laurent and Kapferer as a source of

involvement is, in fact, a part-measure of enduring involvement itself, and
ii. Itis artificial not to explicitly distinguish between sources and forms of involvement

On top of that, the CIP scale has also been further tested by other authors such as Mittal and
Lee (1988); Mittal (1989); Celuch and Evans (1989); Jain and Srinivasan (1990); Aldiaigan
and Buttle (2001). Mittal and Lee (1989), who based their conceptual framework on that of
Bloch and Richins (1983), held that consumers perceive products and brands to be different
in the above set of goals, hence leading to a more involved decision process. Since Laurent
and Kapferer's (1985) unsuccessful attempt to address brands, Mittal and Lee's framework
measures this factor explicitly by rearranging Laurent and Kapferer's facets into a
"theoretically more accurate causal network" (p.369). Consequently, various concerns have
been raised, mostly related to the scale dimension and the context of the study (Mittal, 1989;
Jain and Srinivasan, 1990).

Purchase Decision Involvement (PDI)

The distinction between product involvement and purchase involvement was not addressed
in involvement studies until it was highlighted by Mittal (1989). In opposition to the CIP, Mittal
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(1989) determined that consumers require goals in order to be involved in a purchase. The
aim was to provide a shaper focus and to introduce a simple scale of purchase decision
involvement (PDI). They classify the goals into three groups, Hedonic, Sign Value and
Utilitarian, resulting in two antecedent sources for each goal. Mittal and Lee argue that
product involvement occurs when a product satisfies hedonic, sign value or utilitarian goals,
and purchase involvement (or brand decision involvement) occurs when consumers perceive
that brands differ in their risk, hedonic and sign value.

Based on these concepts, Mittal (1989) developed the Purchase Decision Involvement (PDI)
scale. Purchase decision involvement (PDI) is defined as the degree of “interest and
concem that the consumer brings to bear upon a purchase-decision task” (Mittal,
1989,p.150). PDlI is closely related to situational involvement and Mittal (1989) points out that
the concept has three main criteria, namely:
i. It offers the advantage of situational differences in terms of whether the purchase took
place in an emergency or regular repeat purchase manner.
ii. It concerns the consumer’s mindset, for instance the customer’'s view of what the right
or wrong choice would mean to him or her.
iii. Its scale measures mind-set rather than response behaviour.

Thus, an individual may not use information processing: (1) if he or she already has
information, (2) if information has been acquired from a salesperson or (3) if it is just a
regular repeat purchase. It is interesting to note that the PDI scale maintains that even a
routine purchase should not score low. In other words, a routine purchase process is not
equivalent to a low involvement purchase.

The PDI original scale consists of 5 items but was later reduced to 4 items measured on 7-
point scales anchored by bipolar phrases. The items scores are summed and then divided
by 4 to form an average PDI score. Goldsmith and Emmert (1991) suggested that the PDI
scale has the advantages of short length, convenience and validity. Foxall and Pallister
(1998) reported that PDI was not clearly unidimensional after adding another 3 items to the
PDI scale (leading to a 7-item scale) to examine financial services. They further suggested
there might be two dimensions in the PDI scale, namely the rational and emotional factors.

Personal Involvement Inventory (PII & PIIA)

Zaichkowsky (1985), who comprehends involvement as a person's perceived relevance of
the object based on inherent needs, values and interests, attempted to construct a scale for
the measurement of this variable that was context-free and applicable over the full range of
pertinent stimuli, namely products, purchase decisions and advertisements. Zaichkowsky
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(1985) stated that involvement is an affective-cognitive construct that generally refers to the
perceived personal relevance of an object or event to a consumer. Affective involvement is
demonstrated by emotional reactions to the message, for example fear, happiness disgust,
liking, etc. (Perse, 1990b), while cognitive involvement is expressed by paying attention,
recognizing aspects of the content as familiar or unfamiliar, and relating the content to prior
knowledge. Zaichkowsky further proposed three major domains of involvement, which are (i)
advertising domain, (ii) product class domain, (iii) purchasing decision domain. The
involvement literature indicates that these three domains are related to each other in the
sense of their personal relevance. Personal relevance is claimed to be a focal theme of
involvement research, since involvement definitions lack consistency (Arora, 1982;
Greenwald and Leavitt, 1984; Zaichkowsky, 1986).

In order to determine whether a specific group of consumers is indeed highly involved in
some product category, Zaichkowsky used a singular quantitative indicator or single item
measure of involvement. The rigorous construction and scientific testing of the inventory
resulted in a 20-item scale, the Personal Involvement Inventory (PIl), of high reliability
(Cronbach alpha scores of 0.97 are not unusual) and validity. Items in the Pl are related to
three assumed areas that affect a person's involvement level, which are as follows:

i. Personal: inherent interests, values or needs that motivate the person toward the
object.
ii. Physical: characteristics of an object that cause differentiation and increased interest.
ii. Situational: something that temporarily increases the relevance of, or interest toward
the object.

The PIl appears to capture one major factor, relevance, across all product categories; some
other minor factors were not considered further, since the major factor accounted for some
70 per cent of the variance. The application of the 20-item PIl is simply based on 20 pairs of
adjectives, scored on a semantic differential scale. The use of a single score is to represent
the degree of involvement, so that products can be easily compared on a continuum. The
scale has been widely used by other researchers (e.g. Celsi and Olson, 1988; Celuch and
Evans, 1989). Zaichkowsky (1985) suggests that the Pl scale is applicable over a full range
of products, purchase decisions and advertisements.

However, there have been criticisms of the Pll scales, which basically stand on two views.
Park and McClung (1985) argued that some scale items were not applicable to involvement
in advertising and that the scale was too long for repeated testing. Meanwhile, Vaughn
(1986) and McQuarrie and Munson (1987) found the scale incapable of embracing the
various types of involvement conceptualised by some researchers. In addition to these views
that the PII inventory was too simple and too long, McQuarrie and Munson (1987) were
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concerned with the potential attitudinal error of the PIl, as the required independence of
involvement and attitudinal measures was not clear cut in the case of the PII.

Zaichkowsky (1987) subsequently revised the Pll to 10 items, the Revised Personal
Involvement Inventory (RPIl) (see Chapter 5, Table 5.7). Several items that had invited the
charge of attitudinal error in the first version were omitted (e.g. beneficial-not beneficial;
undesirable-desirable). The revised scale, having apparently overcome the criticisms of the
detractors, has been used in a large number of additional studies (e.g. McQuarrie and
Munson, 1987; Goldsmith and Emmert, 1991; Foxall and Bhate, 1993) whose authors
expressed satisfaction with the reliability and predictive validity of the new scale and its
capacity to discriminate across products and situations. Foxall and Pallister (1998) also
confirmed that the RPII exhibits high levels of reliability as well convergent and discriminant
validity in their study of financial services.

Zaichkowsky's (1987) vs. Mittal's (1989)

Comparison of Zaichkowsky's (1987) and Mittal's (1989) definitions of involvement reveals
little obvious difference. Both definitions are context free and, while Zaichkowsky (1987)
emphasises relevance, needs, values and interests, Mittal (1989) stresses interest and
concern. It could be argued that the concern dimension expressed by Mittal (1989)
comprises the relevance, needs and values expressed by Zaichkowsky (1987). Hence the
key difference between the definitions is that Mittal's (1989) PDI is specifically developed to
measure purchase decision involvement, whereas in order to tap this aspect, users of
Zaichkowsky's (1987) RPIl must specify purchase decisions as the context of the measuring
instrument. The measurement scales should, therefore, show high convergent validity.

Drawing from the description and arguments presented, the Pll is considered the most
appropriate involvement scale to be employed in the current study. It is anticipated
that the involvement in the process of shopping via the Internet medium is very much
relevant to measurement of whether affective-cognitive involvement does influence
adoption decisions with regard to e-shopping. As stated by Zaichkowsky (1985), this
measure could reflect the perceived personal relevance of an object or event to a

consumer.

3.5.3 Consumer Involvement and E-shopping Adoption

Compared to traditional media such as television or radio, the processing of message
content on the web is largely determined by consumers’ level of involvement or predisposed
intention to become exposed. For example, consumers seeking information regarding
accommodation in London are likely to visit UK travel-related websites and not US travel
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websites or flight booking websites. In addition, with thousands of sites that offer information
on London accommodation, online consumers must choose which ones to visit. This can be
accomplished based on their previous experience with certain sites or search engines (e.g.,
Yahoo, Google, Excite, etc.) both of which require that consumers know how to search for
the sites that are most likely to satisfy their needs at the time. All of these activities have the
prerequisites of consumers possessing the necessary skills to navigate through the virtual
environment.

Since purchasing travel services over the Internet is a relatively new activity, customers must
go through two types of cognitive evaluation before they engage in the actual purchasing
decision. Firstly, they need to determine whether the product category (i.e. a vacation
product sold over the Internet) is personally relevant to them. Secondly, consumers have to
evaluate whether their involvement in purchasing behaviour is stimulated or hindered by
various motivational factors. As these two types of involvement are related but different
states of being, it would be interesting to know if any of the above factors would be
significant in predicting consumer vacation purchasing behaviour over the Internet.

Thus, it is proposed in this study that innovative consumer behaviour on the Internet
refers to both the affective-cognitive aspects of involvement. When a person claims to
be involved in something, s/he is not merely thinking about it, but is actively doing
something with it. This research therefore aims to incorporate cognitive-affective
involvement into a conceptualization of consumer involvement in e-shopping. Some
research, such as that on fashion involvement (Tigert et al., 1976) and leisure research
(Kim and Scott, 1997), reflects a similar approach.

3.6 The Perceived Risk Theory

Perceived risk is a central construct in many consumer behaviour studies. Quite often, such
risk can be the driving determinant of a consumer’s choice between brands or even whether
or not to purchase (Bettman 1973; Kaplan et al., 1974; Campbell and Goodstein 2001).
Research indicates that as the level of perceived risk increases, consumers tend to become
more risk-averse (Bettman 1973). As the use of new shopping methods increases, it is
conceivable that some consumers would perceive higher levels of risk than others. Those
perceiving lower levels of risk would be more likely to try shopping via the Internet. In order
to test this concept more closely, this section presents the related literature on perceived
risk, including definitions, conceptualsation, measurement and the relationship of risk with
other factors in consumer adoption behaviour.
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3.6.1 Perceived Risk: Definitions and Concepts

The concept of risk was first highlighted by Bauer (1960) through his study on risk-taking in
consumer behaviour . Bauer (1960) stated that:

‘consumer behaviour involves risk in the sense that any action of a consumer will
produce consequences which he cannot anticipate with anything approaching
certainty, and some of which at least are likely to be unpleasant”

Since Bauer’s proposition, valuable empirical researches have attempted to identify various
types of perceived risk in the context of consumers’ purchase behaviour. More than 30
years later, the perceived risk concept has come through infancy to adulthood and has
established a tradition of research unparalleled in consumer behaviour research (Mitchell,
1999). Perceived risk continues to receive attention from both practitioners (Farquhar, 1994)
and academics (Grewal et al., 1994) and has been applied in a wide range of areas including
intercultural comparisons (Alden et al., 1994), food technology (Frewer et al., 1998), apparel
catalogue shopping (Jasper and Ouellette, 1994) and banking (Kim and Prabhakar, 2000). In
the consumer behaviour literature, perceived risk has been defined and conceptualised in
many ways, as displayed in Table 3.5.
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Table 3.5: Perceived Risk Definition and Concept

Authors Definition/ Concepts

Strongly emphasised that he was concerned only with subjective

Bauer (1960) (perceived) risk and not ‘real world’ (objective) risk
Risk consist of two different facets:
Kogan and Wallach (1964) ® A ‘chance’ aspect where the focus is on probability

® A ‘danger’ aspect where the empbhasis is on severity of negative
consequences

Cox and Rich. (1964)

Referred to perceived risk as the overall amount of uncertainty
perceived by a consumer in a particular purchase situation.

Conceptualised perceived risk in two components:
® The amount that would be lost if the consequences of an act were

Dunn et al. (1986)

ggzn(llng%l%m (1967) not favourable
® The individual's subjective feeling of certainty that the
consequences will be unfavourable
Classified consumers’ perceived risk into the following five types of
Jacoby and Kaplan (1972) risk: physical, psychological, social, financial, and performance
(functional).
Bettman (1973) Described two classes of Product category risk:

" Inhetent risk
= Handled risk

Peter and Ryan (1976)

Held the position that risk and uncertainty are clearly not the same.

Noted three broad classes of meaning:
®  Those concerned with the probability of negative events
=  Those concerned with these negative events themselves measured

Sjoberg (1980) in some suitable way
®=  Those concerned with a joint function of probability and
consequences (most often their product)
Defined perceived risk as a subjectively-determined expectation of
Stone and Winter (1987) loss; the greater the probability of this loss, the greater the risk

thought to exist for an individual.

Cooper et al. (1988)

Provided evidence for the necessity to differentiate between
differences in risk perception and risk attitude

Categorised risk in two aspects:

Dowling and Staelin (1994) | ®  Product category risk
®  Product-specific risk
Chaudhuri (1998) Stated that low levels of perceived risk in products are related to high

levels of positive feelings during consumption

Sweeney et al. (1999)

Defined perceived risk as the subjective expectation of a loss and
included financial and performance risk, which can be viewed as an
expectation of a future cost.

Lee et al. (2001)

Defined perceived risk as the uncertainty perceived by a consumer in
a particular purchase situation.

Knight (2002)

Defined and separated the concepts of risk and uncertainty. Proposed
that ‘risk’ has a known probability while ‘uncertainty’ exists when
knowledge of a precise probability is lacking.

Source: this study
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The large number of studies in the area of perceived risk has unfortunately not led to a clear
conceptualization of this complex concept. Indeed, Fischoff (1985) stresses that if one were
to read ten different articles on perceived risk; one should not be surprised to see the risk
described in ten different ways. However, the original conceptualization suggested by Bauer
(1960) structures perceived risk in a way that is mainly accepted by the scientific community.
This stream recognizes that perceived risk is based on two components (uncertainty and
negative consequences, referred to by certain authors as loss and importance of the loss)
and that it is a multi-faceted concept (involving physical, psychological, social, financial,
functional and time related risk). Based on these components researchers have proposed
that the consequences from a purchase can be divided into various types of loss, namely
performance, physical, financial, psychosocial, time etc. (see Table 3.6).

Table 3.6: Dimensions of Perceived Risk Associated with Shopping Behaviour

Definition Cited Study
Functional Risk The risk that the product will not perform as Jacoby and Kaplan
expected (1972)
Performance Risk The risk that the product will not meet one’s Roselius (1971); Dunn et
€€ % | standards of quality al. (1986)
. . The risk to a consumer’s or others’ safety in using | Jacoby and Kaplan
Physical Risk the product (1972)
. . o | The risk that a poor product choice will harm the | Jacoby and Kaplan
Psychological Risk consumer’s €go (1972); Roselius (1971)
The risk that a product Ch(:lce may resulF in Jacoby and Kaplan
- embarrassment before one’s family or friends; the .
Social Risk : o1 (1972); Roselius (1971);
risk that others will think less of you as a result of
. Dunn et al. (1986)
a poor product choice
The risk that the product will not be worth the Jacoby and Kaplan
Financial Risk B p (1972); Roselius (1971);
ancia’ pric Dunn et al. (1986)

Source: Tsiros & Heilman (2005)

The influence of the different types of risk on shopping behaviour has been shown to vary
depending on the brands considered or the categories of interest. For example, Dunn et al.
(1986) studied the influence of perceived risk on the preference for generic, store, and
national packaged goods brands and found that social risk plays a relatively minor role
relative to financial and performance risks. Instead, Murphy and Enis (1986) classified
product categories based on consumers’ shopping effort and price risk dimensions. They
report that convenience goods, which include produce and other grocery staples, tend to be
the lowest, relative to preference, shopping and specialty goods, in terms of the effect of
effort and risk on shopping behaviour.
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Conclusively, many studies have supported the idea that most purchasing decisions
are made based on two main factors related to risk evaluations: (i) the likelihood of
the loss occurring and (ii) the consequences or importance of the loss should it occur
(Bettman, 1973; Peter and Tarpey, 1975; Havlena and DeSarbo, 1990). Thus, this study
draws upon these findings from the risk literature to build a perceived risk construct
that is related to functional and financial risk.

3.6.2 Perceived Risk and E-shopping Adoption

Consumer perceptions of e-commerce security appear to be very negative (Jarupunphol and
Mitchell, 2001). Evans et al. (2001), in their study of virtual communities’ interaction, found
that many Internet users did not feel comfortable giving personal information over the
Internet, and having to register personal details with a site discouraged them from
participating in online activities. Many Internet users are currently unwilling to participate in e-
shopping because of fears about the compromise of their financial information when
submitted to shopping web sites.

Adoption of a new technology like e-shopping will usually embody risks because there are
uncertainties. The perceived risks associated with e-shopping can be categorised into two
aspects: (1) perceived risk with the product or service delivered (2) perceived risk in the
context of online transaction.

Perceived risk with product or services delivered encompasses (McKnight et al., 2000):

i. Performance risk, that is, whether the products/services delivered by the sellers/
providers live up to customers’ expectations
ii. Economic losses, that is, monetary losses when the products/services delivered fall
short of customers’ expectations
iii. Personal risk, that is, the possible consequence of legal liability if customers accept
the terms and conditions stated

Compared with other offline shopping transactions, online transactions are perceived to have
a greater degree of security and privacy risk because a greater extent of exchange of
personal information in the online environment is involved. The perceived risks in the context
of online transaction encompass:

i. Privacy risk - risk of disclosure of personal information by the web host to a third party
when personal information is stored on unsecured databases;

ii. Information risk - risk of trusting the information provided by legal providers on their
website that may be incomplete or distorted; and the security concerns over personal
information or data, including credit card information, during transmission of data
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iii. Economic risk - monetary losses due to customer fraud or theft of credit card
information

Rose et al. (1999) state that if people conduct transactions with dishonest merchants or if
sensitive information is stored on unsecured databases, security threats exist even where
data is perfectly secure in transmission. In addition, several studies in the context of online
transaction (Hoffman et al., 1999; Swaminathan et al.,, 1999; Jarvenpaa et al., 2000)
recommend that consumers’ confidence or trust will be improved by increasing the
transparency of the transaction process, keeping to a minimum the personal data required
from the consumer, and making clear the legal status of any information provided.
Swaminathan et al. (1999) assert that consumers evaluate online vendors before they
conduct online transactions and therefore vendors’ characteristics play an important role in
facilitating these transactions. As a result, it is suggested that the fundamental requirements
for e-commerce or online transactions should satisfy the following security issues:
authentication, authorization, availability, confidentiality, data integrity, non-repudiation and
selective application services (Bhimani, 1996).

According to the Theory of Planned Behaviour (see Chapter 4), perceived risk may reduce
customers’ perceived behavioural control over uncertainties and will have a negative impact
on their behavioural intentions. In contrast, if the perceived risk associated with online
transactions is reduced and customers have more behavioural control over the online
environment, they are more willing to transact (Paviou, 2001). On the other hand, trust and
risk are closely interrelated. Trust in the web provider mitigates consumers’' perceptions of
the risks involved in the transaction. The higher the perception of risk, the higher the trust
needed to facilitate the transaction (Jarvenpaa et al., 1999). The perceived risk and trust
relationship will be described further in Section 3.7.3.

3.7 Trust Theory

In e-shopping, trust is key to everything marketers do, from getting consumers to give out
their credit card numbers or sign up for newsletters to creating long, satisfying, loyal
relationships with customers. Trust is probably the most important element in e-commerce,
as it builds relationships and expectations, reduces anxiety, paves the way for acceptance of
new products and clears communication pathways between companies and their customers.
Trust also influences the level of risk perceived by individual consumers. Thus it is expected
that trust would affect consumer adoption behaviour as well as other related variables. This
section first provides a review of the definition and concept of trust, and then discusses the
measurement of trust and its relationship with other variables related to this study.
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3.71 Trust: Definitions and Concepts

The definition and conceptualization of trust has been a source of considerable debate. Trust
is defined as the willingness to rely on an exchange partner in whom one has confidence,
and as confidence that the other party is reliable, honest, consistent, competent, fair,
responsible, helpful and altruistic (Swaminathan et. al., 1999). Trust has often been defined
as a belief regarding the characteristics of the company to be trusted (Kumar et al., 1995;
Mayer et al,, 1995; Fung and Lee, 1999; Menon et al., 1999; Stewart, 1999). Those
characteristics usually include the company’s integrity, benevolence and competence (Mayer
et al., 1995), all of which comprise the company’s trustworthiness, as perceived by the
customer.

Researchers in Marketing have posited that trust reduces transaction costs and ensures that
any inequities that might occur can be resolved (Ganesan, 1994). Trust is an important
ingredient in any trade transaction (Ratnasingham, 1998). The concept of trust has received
attention in different social science literatures: psychology, sociology, political sciences,
economics, anthropology, history and socio-biology (Lewicki and Bunker, 1996). Trust acts
as the mitigating factor for the risk assumed by one party on the party in trade. Therefore, as
trust increases, the risk is either reduced or become manageable by the trusting party. The
existence of trust also allows reduction of the transaction cost in a trade (Ratnasingham,
1998), as other costly means to reduce or manage the risk would be unnecessary.

Empirical studies confirm that trust beliefs are correlated with future interaction intentions
(Doney and Cannon, 1997; Ramsey and Sohi, 1997). Trust is particularly important in the
context of intermediation relationships in both traditional markets and e-commerce markets.
Trust has a positive influence on relationship outcomes in e-commerce as well (Hoffman et
al., 1999; Jarvenpaa et al.,, 2000). For example, the likelihood of Internet purchasing is
influenced by the amount of consumer trust regarding the delivery of goods and use of
personal information (Hoffman et al., 1999). Other research also shows that the fairness of a
company’s website with respect to information privacy is a significant factor in building trust
and in ensuring the continuation of the relationship with that company (Culnan and
Armstrong, 1999).

3.7.2 Trust Measures

In terms of trust measurement, a more recent article has reported the development and
testing of a complex, multidisciplinary and multidimensional measure of trust in web-based
commerce (McKnight et al., 1998 and 2002). The model includes four constructs that
measure customer trust: disposition to trust (i.e. trust propensity); institution-based trust, (i.e.
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trusting the infrastructure) and institutions of e-commerce; trusting beliefs, (i.e. specific
beliefs about the web company’s integrity), benevolence and competence; and trusting
intentions (i.e. intention to engage in trust-related behaviours with the company such as
making a purchase). According to the study, each of the four constructs is measured well by
a number of sub-constructs and the results partly support a model of web trust with the four
constructs. Another recent study by Bhattacherjee (2002) proposed a three-dimensional
instrument to measure trust in online firms, which has been empirically validated. The scale
measures customers’ perceptions regarding the company’s ability, benevolence and
integrity. After testing the validity of the instrument, the author ended up with a 7-item scale,
which he tested in two field studies in online retail and online banking.

3.7.3 Trust and E-shopping Adoption

Consumer trust toward websites is a determinant factor for e-commerce (Ratnasingham,
1998; Hoffman et. al., 1999; Jarvenpaa et. al., 1999; Swaminathan et. al., 1999; Friedman et.
al., 2000; Lee and Turban, 2001; Tan and Thoen, 2001). All transaction activities require the
element of trust. In particular, trust is a vital antecedent in the online environment, which
involves more uncertainties and risks than traditional shopping.. The impersonal and open
nature of the electronic infrastructure brings about uncertainties and risks that necessitate a
greater degree of trust in making transactions. The notion of trust has been regarded as the
main barrier to the widespread diffusion of e-commerce among consumers, since there is a
fundamental lack of faith in the web. Many customers do not trust web providers with their
personal information; nor are they willing to engage in exchanges with them (McKnight et al.,
2000; George, 2002). Moreover, a consumer cannot physically check the quality of a product
before making a purchase, or monitor the safety and security of sensitive personal and
financial information sent through the Internet to a party whose behaviours and motives may
be hard to predict (Lee and Turban, 2001). Basically, online customers’ trust towards e-
shopping transaction is two-tiered:

i. Trustin service providers; for example, trust in the ability of service providers to deliver
quality services, honouring their commitments; trust in the integrity of service providers to
preserve privacy and maintain a proper use of personal and financial information; and

i. Trust in the Internet as a transaction medium; for example, the security and
authenticity of transaction, the reliability of reservation systems and payment systems.

One recent example is of a generic model of trust that consists of two basic components: i)
trust in the other party and ii) trust in the control mechanisms used to ensure successful
transactions (Tan and Thoen, 2001). Empirical research on online trust has also produced
varied results. In one of the earlier empirical studies, using data collected in 1997,
researchers found that two important reasons why customers do not buy online are lack of
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trust in the security of e-shopping and concern about privacy regarding personal information
collected online (Hoffman et al., 1999).

There were also two studies by Jarvenpaa et al. (2000), which examined antecedents and
consequences of online trust. The first examined the effect of perceived company size and
perceived company reputation on the level of trust for that online company by customers
(Jarvenpaa et al.,, 2000). The results indicated that reputation has a large positive
association with trust and size has a smaller positive association that may depend on the
type of company (the effect was significant for travel sites but not for bookstores). Trust also
had a positive effect on willingness to buy through its positive relationship with attitude
towards the company and its negative relationship with customer risk perception. The
second study was a cross-cultural validation of the first (Jarvenpaa et al., 1999). The authors
performed the same study in Australia, Israel and Finland. The results showed no strong
cultural differences in the model for trust, indicating support for the generalisability of the
results. This implies that the online sellers’ success is determined in part by whether
consumers trust the sellers and products they cannot see or touch, and electronic systems
with which they have no previous experience. Subsequently, the greater the perceived
trustworthiness of sellers’ web-sites, the greater the likelihood of online buying intention. In
this connection, the trust construct influences users’ e-shopping adoption both directly and
indirectly through perceived risk.

In general, most of the empirical studies on trust that have been published to date
have dealt with only a few factors that can affect customers’ trust in the web. The
models tested have been limited to either a small number of potential antecedents or
have concentrated on measuring the construct of trust alone. Thus, this study
proposes that Internet shoppers’ trust is an antecedent of e-shopping adoption. The
trust measure of this study has been built from models that have already been tested
in the past (see Jarvenpaa et al., 2000; Lee and Turban, 2001).

3.7.4 The Relationship between Perceived Risk and Trust

In marketing literature, much attention has been given to the relationship between risk and
trust (Doney and Cannon, 1997; Morgan and Hunt, 1994; Kim and Prabhakar, 2000; Pavlou,
2003). Doney and Cannon (1997) discuss that the trust literature suggests that trusting
parties must be vulnerable to some extent for trust to become operational, i.e. decision
outcomes must be uncertain and important to the trustor (Schlenker et al., 1973; Moorman et
al.,, 1992). Mayer et al. (1995, p.726) suggested that in order to understand how trust
influences trusting behaviour, “we should separate trust from other situational factors that
necessitate trust (i.e., perceived risk)”. Then, they proposed that the level of trust is
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compared to the perceived risk in a situation. If the level of trust surpasses the threshold of
perceived risk, then the trustor will engage in trusting behaviour. If the level of perceived risk
is greater than the level of trust, the trustor will not engage in the trusting behaviour.
Meanwhile, assessing the risk in a situation involves evaluating the benefits versus the costs.
Although risk has usually been discussed in the context of negative consequences, Mayer et
al. (1995) argued that, “both the possible gains and the potential losses will affect the
interpretation of the risk involved” (p.725). Thus, it can be expected that perceived risk, as a
result of the evaluation of gains and losses, would influence the adoption behaviour.

A study that incorporated trust and risk in the TAM to predict customers’ acceptance of e-
commerce (Pavlou, 2002) found that trust was a significant predictor of customers’ intention
to transact with a web site, both directly and through its negative effect on perceived risk.
Pavlou also found that the perceived reputation of the company and past transactions with it
were significant determinants of customer trust online. In addition, Cheung and Lee (2000)
developed and validated a measurement instrument for a research model that describes the
factors that influence trust in e-shopping and its impact on perceived risk. The model was
partially tested by Lee and Turban (2001), who found that the perceived integrity of an
Internet merchant is positively related to customer trust in e-shopping. That positive effect,
however, is moderated by the trust propensity of the customer.

From these discussions, we can see that perceived risk is a necessary antecedent for
trust to be operative and that an outcome of trust building is a reduction in the
perceived risk of the transaction or relationship. As relationships develop and trust
builds, risk will decrease.
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3.8 Conclusion

Given the interest in the understanding of consumer purchase behaviour in the online
market, there are good reasons for this study to choose the literature on the diffusion of
innovations as its starting point. The theoretical background of diffusion of innovation has
shed some light on the understanding of the relevant theories on which previous research
has been based. However, it is important to note that even though most ideas on consumer
diffusion research have been discovered using the Diffusion of Innovation theory, there are
also potential biases in the framework. Thus, other related theories should be considered in
the development of the research constructs, mainly the Technology Acceptance Model.

These theories will guide this research for the following reasons; firstly, they have widely
applied and referred to in studies related to innovation or the acceptance of new ideas. This
will provide a strong foundation for this study, as consumer behavioural theory in the context
of the Internet is still in its infancy. Secondly, despite being extensively used, there is still
room for further improvement, extension and integration with other emerging constructs (i.e.
perceive ease-of-use, usefulness, consumer involvement, consumer innovativeness, opinion
leadership, perceived risk and trust) in the effort to understand the antecedence of the
adoption of new technology. Thirdly, since these theories have been producing significant
results that show high reliability and validity in the traditional research setting, it is interesting
to test the applicability of the theories in a new setting. The theories might produce
unexpected results in the e-shopping context.

Consumers’ cognitive and affective characteristics are apparently important variables in
identifying the diffusion of an innovation. In particular, consumer innovativeness, opinion
leadership, consumer involvement, risk perception and trust are seen as direct influences on
consumers’ adoption of an innovation such as e-shopping. Since in the TAM, the
acceptance of new technology depends on whether consumers perceive it as useful and
easy to use, it is expected that these personal variables might have a greater influence on
perceptions. Therefore, based on the literature reviewed presented in this chapter, the
following chapter introduces the research framework, which is designed to examine the
factors that influence the adoption of e-shopping. Specific hypotheses are then formulated
for testing using the proposed research framework.



CONCEPTUAL FRAMEWORK

"Retail is detail”

— James Gulliver —
(Former Chairman, Argyll Group pl.)
— Your Magazine (11 September 1988) —
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