Luarn & Lin: A Customer Loyalty Model for E-Service Context

A CUSTOMER LOYALTY MODEL FOR E-SERVICE CONTEXT

Pin Luarn
Department of Business Administration
National Taiwan University of Science and Technology
luarn@ba.ntust.edu.tw

Hsin-Hui Lin
Department of Business Administration
National Taiwan University of Science and Technology
brenda@ocit.edu.tw

ABSTRACT

While the importance of customer loyalty has been recognized in the marketing literature for at least three
decades, the conceptualization and empirical validation of a customer loyalty model for e-service context has
not been addressed. This paper describes a theoretical model for investigating the three main antecedent
influences on loyalty (attitudinal commitment and behavioral loyalty) for e-service context: trust, customer
satisfaction, and perceived value. Based on the theoretical model, a comprehensive set of hypotheses were
formulated and a methodology for testing them was outlined. These hypotheses were tested empirically to
demonstrate the applicability of the theoretical model. The results indicate that trust, customer satisfaction,
perceived value, and commitment are separate constructs that combine to determine the loyalty, with
commitment exerting a stronger influence than trust, customer satisfaction, and perceived value. Customer
satisfaction and perceived value were also indirectly related to loyalty through commitment. Finally, the authors
discuss the managerial and theoretical implications of these results.
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1. Introduction

Retaining customers is a financial imperative for electronic vendor (e-vendor), especially as attracting new
customers is considerably more expensive than for comparable, traditional, bricks-and-mortar stores (Reichheld
and Schefter, 2000). Understanding how or why a sense of loyalty develops in customers remains one of the
crucial management issues of our day. Aaker (1991) has discussed the role of loyalty in the brand equity process
and has specifically noted that brand loyalty leads to certain marketing advantages such as reduced marketing
costs, more new customers, and greater trade leverage. In increasingly competitive markets, being able to build
loyalty in consumers is seen as the key factor in winning market share (Jarvis and Mayo, 1986) and developing
sustainable competitive advantage (Kotler and Singh, 1981). While the importance of brand loyalty has been
recognized in the marketing literature for at least three decades (Howard and Sheth, 1969), the conceptualization
and empirical validation of a loyalty model for e-service context has not been addressed. E-commerce success,
especially in the business-to-consumer area, is determined in part by whether consumers show loyalty to a
particular e-service provider they cannot touch. Thus, research attention should more fruitfully focus on the
development and validation of a loyalty model for e-service context.

Recognizing that a vital key to retaining customers is maintaining their trust in the e-vendor (Reichheld and
Schefter, 2000), this study investigates customer trust as a primary factor for customer commitment and loyalty.
In addition, our study incorporates customer satisfaction and perceived value as additional explanatory variables
in understanding the determinants of why online customers show attitudinal commitment and behavioral
purchase loyalty to a specific e-service provider. Accordingly, the primary purpose of this study is to explore the
factors (i.e., customer satisfaction, trust, and perceived value) that influence attitudinal commitment and
purchase loyalty in an e-service environment. This paper is structured as follows. First, we discuss the concept
of e-service. Subsequently, the study defines the constructs of interest and develops a model of the relationships
between the constructs. A comprehensive review of the marketing literature provides a theoretical basis for
clarifying what the constructs mean. Next, hypotheses were proposed concerning these relationships. The
methods, measures, and results of this study were then presented. Finally, the results were discussed in terms of
their implications for research and managerial activity. Based on the findings of this study, Internet marketers
will be able to justify expenditures, which promote increased online customer loyalty.
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2. Conceptualization of E-Services

The concept of e-service seems to be inextricably linked to e-business. Several conceptualization of
e-service have been offered in the literature (de Ruyter et al., 2001; van Riel et al., 2001; Featherman and Pavlou,
2002; Pollard, 2003). As de Ruyter et al. (2001) contend, the self-service kind of marketplace environment has
already made more and more customers look for company access and customer support through the Internet. In
addition to the provision of peripheral service such as customer support, an increasing number of service
providers are using electronic ways to distributing their core products/services (de Ruyter et al., 2001).
Featherman and Pavlou (2002) also suggest that e-services enable electronic communication, information
gathering, transaction processing and data interchange within and between businesses across time and space.
Turban et al. (2002) defined pure e-commerce as a case where the product, the agent, and the process are all
digitized. In most cases, products that are traded must be physically delivered to the customer, making pure
e-commerce impossible. However, with the digital product/service industry, pure e-commerce can be used in
most cases, since the industry deals with contents that can be digitized easily. When companies deal with pure
e-commerce, the potential advantages are the greatest, since automating the entire process (including
product/service delivery) can result in a substantial cost reduction. Delivering value-added, interactive services
to customers on-line, in real time, in a shared community of users seems increasingly important to gaining a
competitive edge in the electronic marketplace by strengthening relationships with key constituencies (de Ruyter
et al., 2001). Consequently, banks, travel agencies, airlines, car rental companies, job placement agencies, real
estate agencies, insurance agencies, brokerage houses, online publishers (e.g., newspapers, magazines, music,
videos, games, and other digitizable information), management consulting companies and educational
institutions are increasingly opting for online service delivery to meet e-customer demand (Forrest and Mizerski,
1996; Turban et al., 2002). Aforementioned issues lead us to compose the following conceptualization of
e-service: “E-service is an interactive content-centered and Internet-based customer service, driven by customer
and integrated with related organizational customer support processes and technologies with the goal of
strengthening the customer-service provider relationship” (de Ruyter et al., 2001, p.185). With the rapid growth
and proliferation of e-service, it seems, therefore, imperative to know what factors influence customer attitudinal
commitment and repeat purchase behaviors towards e-service.

3. Research Model and Hypotheses

Given that an e-service in the Internet context is an electronic channel through which consumers received
products/services, trust in electronic channel, customer satisfaction with e-service, and perceived value of
products/services provided by an e-service vendor should work together to influence the decision to participate
in repeat purchase with a particular e-service vendor. The research model used to guide the study is shown in
Figure 1, which suggests that customer satisfaction, trust, and perceived value are all directly and indirectly
related to loyalty, with the indirect path occurring through commitment. This section elaborates on the theory
base and derives the hypotheses.

3.1 Definitions and Models

Oliver (1999) defines brand loyalty as “a deeply held commitment to rebuy or repatronize a preferred
product/service consistently in the future, thereby causing repetitive same-brand or same brand-set purchasing,
despite situational influences and marketing efforts having the potential to cause switching behavior.” This
definition emphasizes the two different aspects of brand loyalty that have been described in prior studies on the
concept--behavioral and attitudinal (Aaker, 1991; Jacoby and Chestnut, 1978; Oliver, 1999; Jacoby and Kyner,
1973; Day, 1969). Still, this view is not universally held, as others suggest that the two constructs are either not
related (Oliva et al., 1992) or that they are synonymous and represent each other (Assael, 1987). Chaudhuri and
Holbrook (2001) suggest that behavioral, or purchase, loyalty consists of repeated purchases of the brand,
whereas attitudinal brand loyalty includes a degree of dispositional commitment in terms of some unique value
associated with the brand. Hence, an intermediate view on the matter asserts the constructs are related, yet by
definition are distinct, with commitment leading to loyalty (Beatty et al., 1988). In this study, commitment is
defined as a consumer’s psychological attachment to an e-service that develops before a customer would be able
to determine that their repeat purchase behavior was derived from a sense of loyalty (Beatty and Kahle, 1988).
Loyalty is defined as the intention of a consumer to repurchase products/services through a particular e-service
vendor.

Trust has been conceptualized by previous research in a variety of ways, both theoretically and
operationally, and researchers have long acknowledged the confusion in the field (e.g., Lewis and Weigert, 1985;
McKnight et al., 1998, 2002; Shapiro, 1987). In e-commerce contexts, the diversity in trust conceptualization is
also evident (Gefen et al., 2003). Prior studies have viewed trust as (a) trusting beliefs (Doney and Cannon,
1997; Ganesan, 1994; Gefen and Silver, 1999; McKnight et al., 1998, 2002; Gefen et al., 2003) or (b) trusting
intentions (Gefen, 2000; Hosmer, 1995; Moorman et al., 1992; Mayer et al., 1995; McKnight et al., 1998, 2002).
In e-commerce environment, trusting beliefs, which have also been referred to as “trustworthiness” by Mayer et
al. (1995), are consumers’ perceptions of particular attributes of e-vendors, including the abilities, integrity, and
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benevolence exhibited by the vendors when they handle the consumers’ transactions (McKnight et al., 2002;
Kim and Benbasat, 2003). Trusting intentions means “the truster is securely willing to depend, or intends to
depend, on the trustee” (McKnight et al., 2002, p.337). Most researchers agree that trusting beliefs positively
influence trusting intentions (McKnight et al., 1998, 2002; Kim and Benbasat, 2003; Gefen et al., 2003;
Jarvenpaa and Tractinsky, 1999; Mayer and Davis, 1999; Mayer et al., 1995). Commonly discussed trust-related
behavioral intentions in electronic commerce include sharing personal information, making a one time or
repeating purchase, or acting on information provided by an e-vendor. Although some researchers have treated
trust as a unitary concept (e.g., Rotter, 1971), most now agree that trust is multidimensional (Mayer et al., 1995;
Rousseau et al., 1998; McKnight et al., 2002). In consonance with the definition of trust adopted by Gefen et al.
(2003), this study defines trust is a set of specific beliefs dealing primarily with the integrity (trustee honesty and
promise keeping), benevolence (trustee caring and motivation to act in the truster’s interest), competence
(ability of trustee to do what the truster needs), and predictability (trustee’s behavioral consistency) of a
particular e-service vendor (McKnight et al., 2002; Doney and Cannon, 1997; Ganesan, 1994; Gefen and Silver,
1999; Giffin, 1967; Larzelere and Huston, 1980). Gefen et al. (2003) suggest that this definition relies on
separation between trust and actual behavioral intentions (e.g., repeat purchase intentions) in the ongoing
economic relationship of customers and e-vendors, and that this trust conceptualization is akin to that of other
studies dealing with ongoing economic relationships (e.g., Crosby et al., 1990; Gefen, 2002), including those
with e-vendors (Jarvenpaa et al., 2000). We also included “predictability” dimension into our trust
conceptualization because it is more relevant to an ongoing trust model than to an initial trust model (McKnight
et al., 1998, 2002).

Traditionally, user satisfaction was employed as a label of IS success (Bailey and Pearson, 1983), and
therefore frequently measured in past studies. Both user information satisfaction (UIS) and end-user computing
satisfaction (EUCS) scales have been used to measure user satisfaction indirectly through information quality,
system quality, and other variables (Bailey and Pearson, 1983; Ives, et al., 1983; Doll and Torkzadeh, 1988).
Based on seven indirect measuring factors of overall level of Web customer satisfaction, Wang et al. (2001)
developed a 21-item instrument for measuring customer satisfaction with a particular Web site that markets
digital products/services. However, the concept of IS and/or e-commerce success has been refined in the context
of integrated IS and/or e-commerce success models, including DeLone and McLean (1992, 2003), Seddeon
(1997), and Molla and Licker (2001) models, to develop causal relations between antecedents (indirect measures)
of overall user/customer satisfaction (e.g., system quality and information quality), overall user/customer
satisfaction, and consequents of overall user/customer satisfaction (e.g., individual impact and customer loyalty).
Given our interest in capturing a overall measure of customer satisfaction with e-service and concerns about
survey length and respondent convenience, the conceptualization of customer satisfaction adopted here therefore
corresponds to the summary affective response or feeling of a customer in relation to her/his experience with all
aspects of an e-service put in place by an organization to market its products and services (Molla and Licker,
2001).

It is widely known that perceived value, the potential key determinant of loyalty, is composed of a “get”
component--that is, the benefits a buyer derives from a seller’s offering--and a “give” component--that is, the
buyer’s monetary and nonmonetary costs of acquiring the offering (e.g., Dodds et al., 1991; Zeithaml, 1988).
This study focuses primarily on product and service quality, including Web site quality, as the get component
and on time and money spent as the give component (Grewal et al., 1998; Lichtenstein et al., 1990; Zeithaml,
1988; Parasuraman and Grewal, 2000).

Trust

Loyalty

A

Customer

Satisfaction

Commitment

Perceived

Value

Figure 1. The Research Model

3.2 Hypotheses

As mentioned previously, it has been suggested that loyalty includes some degree of predispositional
commitment toward a brand. Therefore, our notion of customer loyalty in this study includes both attitudinal
commitment and behavioral purchase loyalty (see Figure 1). Based on the emerging theory of brand
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commitment in relationship marketing (e.g., Fournier, 1998; Gundlach et al., 1995; Morgan and Hunt, 1994;
Parasuraman and Grewal, 2000; Chaudhuri and Holbrook, 2001), we propose that trust, customer satisfaction,
and perceived value are each related to both commitment and loyalty, consistent with the concept of one-to-one
marketing relationships.

Trust is vital in many business relationships (Dasgupta, 1988; Fukuyama, 1995; Gambetta, 1988; Gulati,
1995; Kumar et al. 1995; Ganesan, 1994; Moorman et al. 1992), especially those containing an element of risk,
including interacting with an e-vendor (Reichheld and Schefter, 2000; Gefen et al., 2003). Lacking effective
regulation in the Internet context, consumers have to trust that the e-service vendor will not engage in harmful
opportunistic behaviors, or else the overwhelming social complexity will cause them to avoid purchasing (Gefen,
2000). Some researchers have suggested that online customers generally stay away from e-vendors whom they
do not trust (Jarvenpaa and Tractinsky, 1999; Reichheld and Schefter, 2000). Following McKnight et al. (1998,
2002), we integrate trust-related constructs mentioned earlier within the broad framework of the Theory of
Reasoned Action (TRA) (Fishbein and Ajzen, 1975). TRA posits that beliefs lead to attitudes, which lead to
behavioral intentions, which lead to the behavior itself. Applying the viewpoints of TRA, we posit that trusting
beliefs (perceptions of specific e-service vendor attributes) lead to trust-related attitude (i.e., attitudinal
commitment), which in turn result in intentions to engage in trust-related behaviors with a specific e-vendor (i.e.,
behavioral loyalty). As mentioned earlier, most researchers also agree that trusting beliefs directly influence
trusting intentions (e.g., repeat purchase intentions) (McKnight et al., 1998, 2002; Kim and Benbasat, 2003;
Gefen et al., 2003). We did not measure actual behavior in this study because prior research has confirmed a
strong correlation between behavioral intentions and actual behavior (Sheppard et al., 1998; Venkatesh and
Davis, 2000).

In the marketing literature, Morgan and Hunt (1994) also suggest that brand trust leads to brand loyalty and
commitment because trust creates exchange relationships that are highly valued. Thus, loyalty or commitment
underlies the ongoing process of continuing and maintaining a valued and important relationship that has been
created by trust (Chaudhuri and Holbrook, 2001). We suggest that trust will contribute to both commitment and
loyalty. Trusted e-services should be purchased more often and should evoke a higher degree of attitudinal
commitment. Thus, the following hypotheses are tested:

Hla: Trust will positively affect loyalty.
H1b: Trust will positively affect commitment.

Dick and Basu (1994) have proposed that brand loyalty should be greater under conditions of more positive
emotional mood or affect. The brands that make consumers happy or joyful or affectionate should prompt
greater behavioral (purchase) loyalty and attitudinal commitment (Chaudhuri and Holbrook, 2001). Similarly,
consumer satisfaction is believed to mediate consumer learning from prior experience and to explain key
postpurchase behaviors, such as complaining, word of mouth, repurchase intention, and product usage (Oliver,
1980; Westbrook and Oliver, 1991). Indeed, Wang et al. (2001) has suggested that Web customer satisfaction
have a significant influence on repurchase intention and postpurchase complaint. Therefore, we test the
following hypotheses:

H2a: Customer satisfaction will positively affect loyalty.
H2b: Customer satisfaction will positively affect commitment.

Perceived value is the perceived e-service utility relative to its monetary and nonmonetary costs, assessed
by the consumer and based on simultaneous considerations of what is received and what is given up to received
it. Clearly, quality of product/service and Web site is a logical driver of perceived value. In instances where the
core of what the e-vendor offers to the customers is a digitized product/service (e.g., online banking, content
aggregators, and online stock trading), there is no tangible product and, as such, it is difficult for consumers to
differentiate product quality, service quality, and Web site quality. Even in instances where the e-vendor offers
to the buyers is a physical product, superior presale and postsale service rendered by the e-vendor can add to the
benefits received (get component) and also reduce the customer’s nonmonetary cost such as time, effort, and
mental stress (give component). Furthermore, part of the “give” and “get” of the experience also involves the
Web site quality. The online consumer gives time, cognition and effort to the experience of interacting with the
Web site, and gets an experience enabled by the Web site that hopefully makes it easy to find needed/wanted
products, to checkout quickly and to received confirmation about all important aspects of the purchase, such as
order-confirmation and delivery-tracking. In this regard, the product quality, service quality, and Web site
quality are also intertwined with each other.

Cumulative insights from prior studies support the general notion that perceived value contributes to
customer loyalty (e.g., Parasuraman and Grewal, 2000; Dodds et al., 1991; Grewal et al., 1998; Voss et al.,
1998). The value-loyalty linkage is also consistent with Reichheld’s (1996) work on loyalty. Regardless of
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whether the core offerings of an e-vendor are products or services, customer perceived value of
products/services and Web quality provided by an e-vendor should be positively related to customer loyalty and
commitment. Parasuraman and Grewal (2000) suggest that the influence of perceived value on loyalty is an
issue in need of more empirical research. Therefore, this study tests the following hypotheses:

H3a: Perceived value will positively affect loyalty.
H3b: Perceived value will positively affect commitment.

Based on the TRA mentioned earlier, attitudinal commitment positively influences intentions to engage in
repeat purchase behaviors with a specific e-vendor. Previous studies of purchase behavior (Beatty and Kahle,
1988), consumer expectations (Kelley and Davis, 1994), and advertising effectiveness (Robertson, 1976) all
attest to commitment’s ability to affect a variety of outcomes. Kiesler and Sakumura (1966) described customer
commitment as a stable preference that was bound by an attitude of resistance to change. Crosby and Taylor
(1983) also suggest that the “tendency to resist changing preference” provides the principle evidence of
commitment. As the principle evidence of commitment, resistance to change is central to a variety of outcomes,
the foremost of which is loyalty (Jacoby and Kyner, 1973). Therefore, this study tests the following hypothesis:

H4: Commitment will have a positive effect on Loyalty

In sum, previous researches have implied that attitudinal commitment and behavioral loyalty should be the
product of trust in e-service, customer satisfaction with e-service, and perceived value of products/services
provided by an e-service vendor. But these perspectives has been examined independently by IS and marketing
researcher. Integrating these perspectives and empirically examining the factors that build customer loyalty in an
e-service context that lacks the typical human interaction advances our understanding of these constructs and
their linkage to repeat Web purchase behavior.

4. Methodology
4.1 Measures

To ensure the content validity of the scales, the items selected must represent the concept about which
generalizations are to be made. Therefore, items selected for the constructs were mainly adapted from prior
studies to ensure content validity. Four items for the trust construct were adapted from Gefen et al. (2003). The
items to measure customer satisfaction were taken from previous measures of overall level of user satisfaction
or Web customer satisfaction (Wang et al., 2001; Doll et al., 1988; Palvia, 1996; Rai et al., 2002). Perceived
value was measured by three items adapted from Lassar et al. (1995). Items for the loyalty were taken from the
previous validated inventory (Chaudhuri and Holbrook, 2001) and modified to fit the e-service context studied.
Finally, commitment was measured by four items adapted from the Pritchard et al. (1999) “resistance to change”
scales. Likert scales (1~7), with anchors ranging from “strongly disagree” to “strongly agree” were used for all
questions. Pre-testing and pilot testing of the measures were conducted by selected consumers from the B2C
e-commerce field, as well as experts in the e-commerce research area. The items were modified to make them
relevant to the e-service context. The Appendix lists the items used in this study.

4.2 Subjects

This study used online traveling services and video on demand (VOD) as the e-service categories of
reference because these two categories are among the most popular B2C e-services. Data used to test the
research model was gathered from a quota sample of 180 respondents attending an e-commerce exposition and
symposium held in Taiwan, with an equal quota of 90 responses from each category of the traveling and VOD
e-services. Respondents were asked first whether they had bought the traveling or VOD products/services
through the e-service vendors, and if they relied in the affirmative, they were asked to participate in a survey.
The screened and qualified respondents self-administered a 16-item questionnaire. The first part of the
questionnaire focused on demographic data, while the second part required respondents to name one e-service
vendor where they had purchased the product/service in question. This served to anchor the survey to a
particular e-service vendor. For each question, respondents were asked to circle the response which best
described their level of agreement with the statements.

A total of 572 approaches were made to obtain 180 completed surveys. Reasons for nonparticipation were
either due to non-usage of the e-service category or a lack of time to complete the survey. 72 percent of the
completed surveys were from male respondents. Respondents ranged from 16 to 45 years of age (mean = 32
years). 52 percent had completed one college or university degree.
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5. Results
5.1 Measurement Assessment

Construct validity determines the extent to which a scale measures a variable of interest. In this study, we
follow the Straub’s (1989) processes of validating instruments in MIS research in terms of convergent validity
and discriminant validity. Thus, a principal components factor analysis with varimax rotation was conducted to
investigate the distinctions among customer satisfaction, trust, perceived value, commitment, and loyalty. In this
study, Bartlett’s test of sphericity (p=0.00) indicated the statistical probability that the correlation matrix has
significant correlations among at least some of the variables, and the Kaiser-Meyer-Olkin measure of sampling
adequacy (0.872) showed middling sampling adequacy. As shown in Table 1, the five factors emerged with no
cross-construct loadings above 0.5, indicating good discriminant validity. The instrument also demonstrated
convergent validity with factor loadings exceeding 0.5 for each construct. Consequently, these results confirm
that each of the five constructs is unidimensional and factorially distinct and that all items used to operationalize
a particular construct is loaded onto a single factor.

Reliability was evaluated by assessing the internal consistency of the items representing each construct
using Cronbach’s alpha. The reliability of each construct was as follows: customer satisfaction = 0.90; trust =
0.93; perceived value = 0.91; commitment = .94; loyalty = .89. All the values were above 0.8, exceeding the
common threshold values recommended by Nunnally (1978).

Table 1. Factor Analysis Results: Principal Component Extraction

Scale items Commitment Trust Perceived Value Customer Loyalty
Satisfaction

C3 0.900

Cl 0.839

C2 0.832

C4 0.811

T4 0.861

T3 0.858

T2 0.835

T1 0.793

V1 0.866

V3 0.855

V2 0.821

S3 0.873

S2 0.821

S1 0.675

L1 0.719
L2 0.615

Note: Suppress absolute values < 0.50.

5.2 Hypothesis Testing

The hypothesized relationships were tested using the multiple regression analysis of SPSS 9.0 for Windows.
The average scores of the items representing each construct were used in the data analysis'. The R* was used to
assess the model’s overall predictive fit. Properties of the causal paths, including standardized path coefficients,
t-values, and variance explained for each equation in the hypothesized model are presented in Figure 2. In
hypotheses Hla, H2a, H3a, and H4, we investigate the influence of trust, customer satisfaction, perceived value,

and commitment on loyalty. As expected, trust (3=0.163, t-value=2.707, p<0.01) and customer satisfaction (3
=0.219, t-value=3.588, p<0.001) had a strong positive influence on the loyalty. Also, perceived value ($=0.230,

t-value=4.237, p<0.001) and commitment ($=0.392, t-value=6.755, p<0.001) had a significant positive effect on
the loyalty. Therefore, hypotheses Hla, H2a, H3a, and H4 were supported. We found that the proposed model
explained a significant percentage of variance in loyalty (R*=65.7%, F=value=83.692, p<0.001). According to
the path coefficients shown in Figure 2, commitment exhibited the strongest direct effect on loyalty.

Hypotheses H1b, H2b, and H3b examine the paths from trust, customer satisfaction, and perceived value to
commitment. Customer satisfaction (=0.343, t-value=4.580, p<0.001) and perceived value (f=0.302,
t-value=4.534, p<0.001) had a significant positive effect on the commitment. However, trust had no significant

influence on the commitment ($=0.142, t-value=1.836, p=0.068) at the 0.05 level. Thus, hypotheses H2b and

! The covariance matrix used in the data analysis is available from the corresponding author upon request.
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H3b were supported, while hypothesis H1b was rejected. About 42 percent of the variance in commitment was
accounted for by trust, customer satisfaction, and perceived value. Customer satisfaction exhibited the strongest
direct effect on commitment. The total effect of customer satisfaction on loyalty was 0.353 (= 0.219 + 0.343 *
0.392).

0.163*
Loyalt
Trust R yaity
(R*=65.7%)
0.219**
4
0.230**
Customer 0.3927*
Satisfaction
0.142
) 0.343** )
Perceived Commitment
Value (R?=41.8%)
0.302**

*p<0.01 **p<0.001
Figure 2. Hypothesis Testing Results

6. Discussion

This paper is an empirically validation of existing theories into the newly emerging context of e-service,
which has become available and popular only recently. This study investigated the direct effects of customer
satisfaction, trust, perceived value, and commitment on loyalty, and examined the indirect effects of customer
satisfaction, trust, and perceived value on loyalty with the indirect path occurring through commitment.
Integrating these perspectives and empirically examining the factors that build customer loyalty in an e-service
context advance our understanding of these constructs and their linkage to repeat Web purchase behavior. The
results suggest that trust, customer satisfaction, perceived value, and attitudinal commitment are separate
constructs that combine to determine the purchase loyalty, with attitudinal commitment exerting a stronger
influence than trust, customer satisfaction, and perceived value. While customer satisfaction and perceived value
were each directly related to loyalty, they were also indirectly related to loyalty through commitment. This
finding suggests that commitment plays a crucial intervening role in the relationship of customer satisfaction
and perceived value to loyalty.

These findings also provide several implications for customer loyalty management in e-service context.
While commitment has the strongest influence on loyalty, the customer loyalty management needs concern less
with directly influencing loyalty through commitment. As suggested by our proposed model, loyalty and
commitment should develop if the formation of customer satisfaction, trust, and perceived value is appropriately
managed. Thus, management attention might more fruitfully focus on the “development” of these internal
psychological processes. Accordingly, in order to increase the loyalty and commitment, it is important for
customer loyalty managers to make their e-service a “satisfying” brand towards which consumers have an
overall favorable disposition. Previous research (Wang et al., 2001) has shown that such factors as ease of use,
information content, innovation, security protection, customer support, product/service itself, transaction process
will influence Web customer satisfaction. Thus, creating and maintaining customer satisfaction through its
antecedents is an appropriate and necessary strategy for developing customer satisfaction. In addition, managers
should care about the consumer on-line experience of the e-service, from first encounter through purchase to
delivery and beyond because the consumer on-line experience can influence consumer satisfaction with the
e-service, which, in turn, influence the customer commitment and loyalty.

While trust had not a strong influence on commitment at the significance level of 0.05 (p=0.068), it
appeared to have a significant influence on commitment at the significance level of 0.1 and to be an important
determinant of loyalty. The findings suggest that in order to attract more consumers to repurchase
products/services on a specific e-service vendor, it is not enough to develop customer satisfaction. It is of
significant importance to develop an e-service towards which consumers perceive good integrity, benevolence,
competence, and predictability attributes. It is worth noting that the mediating effect of attitudinal commitment
on the relationship between trusting belief and purchase loyalty is slight. This finding also supports the prior
researches’ suggestion that trusting beliefs directly influence trusting intentions (e.g., repeat purchase intentions)
(Jarvenpaa and Tractinsky, 1999; Mayer and Davis, 1999; Mayer et al., 1995; McKnight et al., 1998, 2002; Kim
and Benbasat, 2003).
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Additionally, perceived value was evidenced to be another significant determinant of attitudinal
commitment and purchase loyalty. Cumulative insights from prior studies support the general notion that
perceived value is determined by service quality, product quality, and price. Thus, in order to obtain higher
loyalty and commitment, customer loyalty managers need to improve consumer perceived value through
increasing their product/service and Web site quality and pricing their products/services reasonably. However,
case studies and anecdotal evidence strongly suggest that achieving sustainable competitive advantage in the
marketplace will be very difficult with just superior products and reasonable prices; regardless of whether a
company’s core offerings are products or services, superior service quality is essential for excellent market
performance on an enduring basis (Berry, 1999). The primary rationale underlying this conclusion is that service
quality is much more difficult for competitors to copy effectively than product quality and price (Parasuraman
and Grewal, 2000).

The results of this study encourage customer loyalty managers to include measures of customer satisfaction,
trust, perceived value, attitudinal commitment, and purchase loyalty into present customer loyalty valuation
techniques. The present study has attempted to show the reliability and validity of the measures and has also
provided some useful measures of these constructs. As the concise loyalty-related measures with good reliability
and validity are periodically administered to a representative set of consumers, Internet marketers can use these
measures to enhance their understanding of customer loyalty and its determinants and to take necessary
corrective actions to improve them.

7. Conclusions

This research is a response to the call for customer loyalty research in the e-service context. Utilizing the
proposed loyalty model as a theoretical framework, the direct and indirect influences of customer satisfaction,
trust, perceived value, and attitudinal commitment on behavioral (purchase) loyalty were observed. The
contributions of this study to customer loyalty research are twofold. First, it has successfully applied the
traditional conceptualization of customer loyalty in a new e-service context that is different from the
marketplace examined in prior studies. Second, customer satisfaction, trust, perceived value, and attitudinal
commitment were found to be important determinants of purchase loyalty. It was also suggested in this study
that commitment plays a crucial intervening role in the relationship of customer satisfaction and perceived value
to loyalty. The findings of this study have implications for e-service managers to develop their customer loyalty.
Considering the millions of dollars that have been invested in e-services worldwide, it is of paramount
importance to ensure that customers will have repeat Web purchase behaviors and show loyalty to a specific
e-service brand. In order to achieve this goal, attention must be placed in developing a satisfying, trustworthy,
and highly valued e-service.

However, this empirical study has several limitations that can be addressed in the future research. First,
investigation of e-service loyalty model is relatively new to e-commerce researchers. The discussed findings and
their implications are obtained from one single study that examined two particular B2C e-service categories and
targeted a specific consumer group in Taiwan. Thus, caution needs to be taken when generalizing our findings
and discussion to other B2B e-service categories or user groups. It is imperative to validate our proposed loyalty
model with different user populations in different contexts. In addition, the sample size used in this study is
another limitation. A confirmatory analysis and cross-cultural validation using a large sample gathered
elsewhere is required for greater generalization of the proposed model. Second, we did not incorporate firm
level loyalty outcomes (e.g., market share, relative price, and profit) in the proposed model. Prior studies
suggested that market share increases as purchase loyalty increases, and that relative price increases as
attitudinal commitment increases (Chaudhuri and Holbrook, 2001). The influence of loyalty and commitment on
the market share, relative price, and profit of an e-service is an important issue in need of systematic empirical
research. Third, while the proposed model indicated a relative high R?, there is a need to search for additional
variables that improve our ability to predict customer loyalty accurately. Finally, this study was conducted with
a snapshot research approach. Additional research efforts are needed to evaluate the validity of the investigated
models and our findings. Longitudinal evidence might enhance our understanding of the causality and
interrelationships between or among variables important to customer loyalty in e-service context.
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APPENDIX

Trust
T1
T2
T3
T4

Based on my experience with the e-service in the past, I know it is not opportunistic.
Based on my experience with the e-service in the past, I know it cares about customers.
Based on my experience with the e-service in the past, I know it is honest.

Based on my experience with the e-service in the past, I know it is predictable.

Customer Satisfaction

S1
S2
S3

I am satisfied with this e-service.
The e-service is successful.
The e-service has met my expectations.

Perceived Value

Vi The products and/or services provided by the e-service is well priced.
V2  Considering what I would pay for this e-service, I will get much more than the worth of my time,
effort and money.
V3 Based on simultaneous considerations of what I received and what I gave up to receive it, I consider
this e-service to be valuable.
Commitment
Cl My preference for this e-service would not willingly change.
C2 It would be difficult to change my beliefs about this e-service.
C3 Even if close friends recommended another online traveling (or video on demand) e-service, I would
not change my preference for this e-service.
C4 To change my preference from this e-service would require major rethinking.
Loyalty
L1 I will buy products/services from this e-service provider the next time I buy traveling (or video on
demand) product/service.
L2 I intend to keep purchasing products/services from this e-service provider.
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