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Abstract

The Internet continues to grow as a competitive marketplace increasing both in the
number of consumers and online businesses. The Internet also offers low switching
costs allowing shoppers to move from one online store to another with virtually no
expenses. The combination of increased competition and low switching costs makes
retaining loyal customers a problem for online businesses. Most companies, online or
offline, depend on loyal customers as the foundation of their financial success. One
solution in recent research indicates that building strong online customer relationships
attracts and captures long-term customers. Therefore, online marketers have begun to
rely on relationship marketing strategies to increase online customer loyalty.
Through the distribution and analysis of a customer survey, this study aims to show
that customer relationship strategies work to increase the level of customer loyalty
towards an online store, while also identifying which particular relationship
components have the greatest affect on customer loyalty.
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CHAPTER I
INTRODUCTION

We live in an internet-driven world in which 74.1% of the United States

population or 227,719,000 persons are currently connected to the Internet.1 25.6% of the
world's population or 1,733,993,741 persons in the entire world are connected to the

Internet engaging in the countless activities and endeavors of the Web.2 In January 2009,
compete.com counted 1,191,373,339 visits on Facebook.3 To give a sense of the
Internet's irresistible allure, in less than a years time that number more than doubled to

2,601,399,595 Facebook visits in November 2009.4 More importantly, the number of
purchases online continues to skyrocket. The Census Bureau of the Department of

Commerce announced that e-commerce retail sales has increased from $5,526 billion in

the first quarter of 2000 to $31.717 billion in the first quarter of 2009.5 Dramatically
growing as a crucial median of exchange, the Internet offers any retail item any consumer

could ever want. A company not already online faces a huge competitive disadvantage.

As more and more companies begin to rely on e-commerce to reinforce their financial

1 Internet World Stats: Usage and Population Statistics, (Miniwatts Marketing Group, revised
September 30, 2009), http://www.internerworldstats.com/statsl4.htm (accessed December 15, 2009).

3 Compete, (Compete, Inc), http://siteanalytics.compete.com/facebook.com+rnyspace.com-

twitter.com/(accessed December 15,2009).

5 U.S. Consensus Bureau (U.S. Consensus Bureau, revised September 14, 2009),
http://www.census.gov/retail/ecommerce/historicreleases.html (accessed December 15,2009).

success, competition in the online marketplace intensifies. The malleable nature of the
Internet promotes constant innovation allowing anyone with a little computer knowledge
and some creativity to shape the online space into anything they desire. One new

powerful idea or creation, like Facebook, can catapult the Internet world into an entirely

new direction. For such reasons, online businesses must constantly monitor rising online
trends and design unique online marketing methods to gain customers in the competitive
online arena.

The Internet provides consumers with low switching costs, meaning a consumer

can easily switch from one online store to another online store with little effort, time, or

money lost. In contrast, moving from one store to another store in the physical world
almost always results in time lost and money spent on gas. Nowadays, entering the
specific name of a computer model into Google's search bar will find hundreds of online
stores offering that same computer. With so many available options, companies struggle
to retain loyal customers to their online stores, however one solution lies in relationship
marketing. Developing a meaningful and engaging online relationship with a customer

draws him or her to repurchase and become a long-term loyal customer. Commonly
implemented online relationship marketing methods include customer membership
accounts, direct customer e-mails, personalized web pages, and product

recommendations. This research study will investigate the question, what types of online
relationship marketing methods are most effective in creating customer loyalty?

CHAPTER II
THEORY

Customer loyalty and relationship marketing constitute the two main concepts
explored in this study. Broad and complex, these two consumer-marketing concepts

incorporate everything from business fundamentals to multifaceted psychology. The

general practice of consumer marketing aims to make sense of the intricate elements of
human inclinations and behaviors when shopping, a very difficult task to accomplish;
consequently, every company interprets and approaches customer loyalty and relationship
marketing in its own unique manner. Customer loyalty and relationship marketing take

on many definitions in the business world. This chapter clarifies these two concepts and
their important roles in the online space, while continuing to move toward the central
research question of this study: What types of online relationship marketing strategies are

most effective in achieving online customer loyalty? As demonstrated in the theoretical
model in Figure 2.1 on the following page, this chapter explains the direct correlation

between relationship marketing and customer loyalty that exists both in the offline and
online marketplace.

Customer Loyalty

Who is defined as a loyal customer and what is customer loyalty? Customer

loyalty assesses the degree to which a customer will select a particular product, store, or

company over other alternatives.6 All businesses strive for customer loyalty given that
loyal customers hold more value for a company than non-loyal customers.' A loyal
customer purchases more often, generates more revenue, recommends the company to
others, and in effect makes up the backbone of a business.

In the simplest model, increasing a company's customer loyalty ensures that
customers will purchase products more frequently and recommend the products/company

to their friends and family.8 Increases in either purchases or referrals contribute to a
company's growth and financial success.9 However, proactively increasing customer
loyalty first requires a metric system or tool to assess the already existing level of
customer loyalty. Traditionally, companies employ customer surveys as the primary

instrument in evaluating the current level of customer loyalty. Common questions asked
in a survey monitor items such as:
Overall satisfaction
Likelihood to choose again

Likelihood to recommend to others

Likelihood to continue purchasing the same products and services
Likelihood to purchase additional products and services

1 Michael Levens, Marketing: Defined, Explained, Applied (Upper Saddle River: Pearson
Education, Inc., 2010), 50.

2 Ibid., 51.
3 Bob Hayes, Measuring Customer Satisfaction and Loyalty: Survey Design, Use, and Statistical
Analysis Methods (Milwaukee: Quality Press, 2008), 80.

4 Ibid., 79.

Likelihood to increase frequency of purchasing

Likelihood to switch to a different provider10

The customer's answers to the above questions determine whether the customer

holds a high or low level of loyalty to a particular company. Using a large sample of
customers, the combined data results provide an overall measure of customer loyalty to a
company. This study distributes a survey to frequent online shoppers with similar
questions meant to measure the level of loyalty to a particular online store.
Methods in Measuring Loyalty

Companies such as General Electric, Intuit, T-Mobile, Charles Swab, and

Enterprise utilize single loyalty question surveys; for example, the Net Promoter Score
calculates customer loyalty by asking the single question, "How likely are you to

recommend us to your friends/colleagues?"1' In the recent book, Measuring Customer
Satisfaction and Loyalty: Survey Design, Use, and Statistical Analysis Methods, Bob

Hayes criticizes the validity of single question loyalty surveys. Although the Net
Promoter Score holds merit and utility, instead of relying on one question, Hayes

recommends asking multiple questions and simply averaging all the answers.12 Hayes
organizes all the customer loyalty questions most frequently asked into three categories
of loyalty:

Advocacy Loyalty Index (Ali) Reflects the degree to which customers will
be advocates of the company (average across satisfaction, recommend,
choose again, purchase same);

5 ibid., 80.

6 Ibid., 103.
7 Ibid., 107.

Purchasing Loyalty Index (PLI): Reflects the degree to which customers
will increase their purchasing behavior (average across purchase different,
purchase increase, purchase frequency);

•

Retention Loyalty Index (RLI): Reflects the degree to which customers ^

will remain with a given company (single defection item, reverse coded).

This categorization has been successfully tested for reliability. Hayes claims that in
addition to more accurate results, each of the three distinct loyalty categories provides

unique information about customer loyalty. The advocacy loyalty index considers the
customer's satisfaction with the company, likelihood to recommend the company,

likelihood to choose the company again, and likelihood to purchase the same product or
service. With this customer information, the advocacy loyalty index can accurately

predict a company's new customer acquisition.14 The purchasing loyalty index looks at a
customer's likelihood to increase the purchasing size, likelihood to purchase more
frequently, and likelihood to purchase different products from the same company.
Knowing the answers to these questions indicates changes in the average revenue per

user (ARPU).15 Lastly, the retention loyalty index analyzes the likelihood a customer
will switch to a different company, which forecasts future churn rates.

Hayes

demonstrated two applications of this loyalty model in PC manufacturers and Wireless
Service Provider companies, concluding that all three loyalty indexes produce accurate

and valuable results. Utilizing Hayes's method, this study simply replaces PC
manufacturers and Wireless Service Providers with online stores.

ibid., 118.

Ibid., 118-119.

Representing more than just pages of images and words, a website constitutes all
the same store attributes as a brick store building. Many companies overlook online

websites as a impressionable customer tools. A customer interacts with a website just as
he or she would interact with a physical store, therefore one bad experience on a website
creates customer disloyalty. Most common website loyalty metrics simply calculate a
customer's number of visits and purchases. Delving deeper, this study applies Hayes's
three-categorical method as the measuring instrument to calculate the levels of customer
loyalty to particular online store websites.
Loyalty and Relationship Marketing

Companies can easily estimate the level of customer loyalty at any time; yet,
determining the specific factors and issues that generate that level of loyalty requires

much more deliberation and research. For example, influential factors may include
customer service, convenience, product quality, discounts, or customized items, however

the factors differ depending on the particular company, industry, and even the individual
customer. Researching and identifying the factors affecting customer loyalty allows a

company to adapt itself to better meet customer needs and theoretically increase the level
of loyalty. Specific to this study, online stores are comprised of many factors and
elements that affect a customer's decision to repurchase and become loyal. One must

first pinpoint the particular online store factors that effect loyalty and then secondly adapt
the business to appease these factors.

Relationship marketing attempts to control the factors that affect customer

loyalty. Dowling states that relationship marketing is premised on the beliefs that

developing a relationship with customers is the best way to get them to become loyal and

that loyal customers are more profitable than non-loyal customers.17 Gaining enormous
attention in the last 15 to 20 years, relationship marketing continues to spread as a main
topic and tool among marketing teams. As a mode of gaining a competitive edge,
developing a relationship marketing strategy is becoming a norm and a common

marketing standard. Businesses understand that they cannot rely on continuously
acquiring new customers to sustain profitability. It costs six to seven times more to

recruit new customers than it does to retain existing customers.18 Relationship marketing
is the organizational commitment to developing and enhancing long-term, mutually

beneficial relationships with profitable or potentially profitable customers.19 Any activity
or tool used to create and sustain a relationship between the seller and buyer plays a role
in relationship marketing strategies. According to this definition, relationship marketing
practices essentially include every interaction the seller has with the buyer; as a result
relationship marketing emerges in almost every department of a business. This study
focuses on the relationship development existing in the online space.

In the book, The New Marketing Conversation: Creating and Strengthening

Relationships Between Buyers and Sellers, Donna Baier-Stein and Alexandra MacAaron

believe the new era calls for a new approach that they call the customer conversation.
The customer conversation involves engaging the customer in a two-way dialogue
through direct mail, radio and television, newsletters, e-mail, the Web and Wireless

12 Grahame Dowling, "Customer Relationship Management: In B2C Markets, Often Less is
More," California Management Review 44, no. 3 (Spring 2002): 87.
13 Levens, Marketing: Defined, Explained, Applied: 51.

communications.20 This dialogue requires the company not only to continuously talk to

the customer through engaging messages but also to listen closely to the customer.21
Ultimately, the dialogue and conversation will develop into a strong relationship. This
study will examine the existing dialogue and conversation in the online space while also
identifying efficient ways to enhance the marketing conversation.
Relationship Marketing versus Customer Relationship Management
Although most businesses inherently practice many forms of relationship

marketing, without paying special attention to the relationships, companies find that
customers often abandon the company entirely. By nature, relationships are fragile.

Building relationships with customers does not comprise of a short-term undertaking; it

requires a long-term plan and strong commitment from the organization.22 This requires
what marketers sometimes call customer relationship management (CRM).

Often used interchangeably, relationship marketing and customer relationship
often overlap in the roles they assume. Customer relationship management includes the
processes and activities behind the scenes that permit relationship marketing strategies to
reach implementation. In the most general terms, customer relationship management

seeks to ensure that every effort an organization undertakes has as its purpose the

development and maintenance of a profitable customer relationship.23 According to
Levens, successful customer relationship management consists of these four basic steps:

15 Donna Baier-Stein and Alexandra MacAaron, The New Marketing conversation: Creating and
Strengthening Relationships Between (Mason: Texere, 2005), 7.

16 Ibid., 9.

Ibid., 52.

1) identify the customers and gather information about them; 2) differentiate customers
by their needs and the profitability for the company; 3) interact with the customers to

establish buyer-seller conversations and to gain feedback; 4) customize the product or

service to each customer segment.24 Theoretically, by closely following these four steps
a company can establish, develop, and maintain healthy customer relationships and

sustain customer sales.25 Completing these four steps requires companies to have wellmaintained databases of customer information. The collection and maintenance of

customer information is called data-mining.26 This data helps marketers directly target

and segment certain individuals or groups of customers.27 Although many of the
techniques used in online relationship marketing strategies depend on the support of data-

mining activities, this research study will not investigate the technology and methods
used in data-mining and collecting customer information. This study will focus solely on
the relationship marketing strategies implemented in online stores with which the
customer interacts. In other words, the study examines the effectiveness of online
relationship marketing strategies in the customer online shopping experience.
Critiques of Relationship Marketing
Research on consumer behavior, consumer decision-making, and consumer

psychology aims to discover ways to predict and understand the manner in which
consumers make purchases, and ideally, the knowledge gained from this research can

help businesses improve their interaction with customers. Some critics believe that the
19 Ibid, 52-53.
20 Ibid, 52.

21 Ibid, 53.

simpler the interaction a customer has with a business the better. These critics do not
advocate relationship marketing because it complicates seller-customer interaction.

TO

Dowling declares that evidence exists showing that customers do not want a relationship
with companies, because relationships require interest, emotion, and time that customers

are not willing to invest in companies.29 On the other hand, strong evidence shows that
customers retain emotional and complex relationships with brands and companies

whether they want to or not.30 Based on this last evidence, companies will constantly
invest money in marketing tactics to exploit this customer relationship. This study

attempts to find the most effective strategies in exploiting online customer relationships.
The increased accessibility of new and low-cost technology used to gain customer

information explains why customer relationship management continues to be practiced

more and more in companies.31 Many companies have become their own information

technology company, keeping data on a vast number of customers.32 The tools exist, but
marketers must use them correctly and efficiently while still keeping in mind that the goal
is to create stronger customer relationships. The strength of this relationship determines
the level of customer loyalty and financial success.

23 Dowling, "Customer Relationship Management: In B2C Markets, Often Less is More." 87.

Ibid.. 94.

26 Adrian Payne and Pennie Frow, "Customer Relationship Management: From Strategy to
Implementation," Journal of Marketing Management 22, no. 1 (2006): 136.

Relevant Research on Relationship Marketing

Marketers believe that online relationship marketing effectively produces online
customer loyalty. Many researchers even argue that the online space presents many more

opportunities to build stronger customer relationships. This study utilizes online

relationship marketing strategies discussed and tested in the following three articles.
These articles investigate the effectiveness of online relationship marketing strategies to
improve business performance through customer loyalty.

In the Journal ofRetailing, an article written by Srinivasan, Anderson, and
Ponnavolu describes eight antecedents that potentially impact electronic loyalty (eloyalty). The article presents four antecedents that fall under relationship marketing:

customization, contact interactivity, care, and community. First, customization is the
ability of an e-retailer to modify products, services, and the transactional environment to

suit individual customers.33 Customization affects e-loyalty by increasing the probability
that customers will find something that they wish to buy while reducing time and

frustration, making it appealing for the customer to revisit the website.34 Second, contact
interactivity refers to the dynamic nature of the engagement that occurs between an e-

retailer and its customers through its website.35 Contact interactivity is the degree to
which two-way communication with customers is facilitated. This communication

should provide customers with more relevant information and help enable more efficient
shopping. Care refers to the attention that an e-retailer pays to all the pre- and post-

28 Srini S Srinivasan, Rolph Anderson, and Kishore Ponnavolu, "Customer loyalty in e-commerce:

an exploration of its antecedents and consequences," Journal of Retailing 78, no. 1 (2002): 42.

purchase customer interface activities designed to facilitate both immediate transactions

and long-term customer relationships.36 Customer care, also called customer service,
keeps customers informed on the status of orders and fixes any service problems. Finally

community is described as an online social entity or network comprised of existing and
potential customers that is organized and maintained by an e-retailer to enable the
exchange of opinions and information regarding products and services.

An active

online community permits word-of-mouth recommendations, the exchange of helpful
information, and the comparison of product experiences, all of which contribute to

gaining customer loyalty. The final results of the study show that all five relationship

marketing tactics were positively linked to e-loyalty.38 Each one of those antecedents
entices the customers to repurchase from a company. The online loyalty studies
discussed above offer several effective marketing techniques in building customer
relationships.

Adding to the four online relationship strategies above, a study done by Liang,
Chen, and Wang examines the effectiveness of financial relational bonding tactics in

producing customer retention.39 The study shows that financial bonding tactics such as
personalized sales and discounts positively affect customer loyalty. Financial bonding

tactics motivate customer consumption and loyalty by using pricing incentives.

This

31 Ibid., 43.
32 Ibid., 43-44.
33 Ibid., 47.
34 Chiung-Ju Liang, Hui-Ju Chen, and Wen-Hung Wang. "Does online relationship marketing
enhance customer retention and cross-buying?" Service Industries Journal 28, no. 6 (2008): 778.

35 Ibid., 772.

study on online relationship marketing will again test the financial bonding tactics using
Hayes's measurement of loyalty.

Building upon the previous study, Lin, Weng, and Hsieh emphasize the last online

relationship marketing category, trust.41 Here, trust is defined as the customer's
perceived credibility, reliability, and benevolence of a particular website. Generally a
website must fulfill its promises, provide good quality products, put the customer's

interest before its own, and possess reliability to gain customer trust. The study shows

that relational marketing has a positive impact on trust, in turn building loyalty.42
Using these three articles, this study tests six online relationship marketing
strategies that can be seen in Figure 2.1 (p. 2): Customization, trust, financial,
community, customer care, and communication. This research study examines the
effectiveness of these six online relationship strategies on online customer loyalty to a
particular online store website. Hayes's three-category loyalty metric will determine

each customer's level of loyalty. This study aims to provide marketers with effective
online relationship tools to improve their companies. The following chapter further
reviews relevant literature specifically concerning online consumer marketing,
identifying research gaps that this study intends to fill.

36Neng-Pai Lin, James C. M. Weng, and Yi-Ching Hsieh, "Relational Bonds and Customer's
Trust and Commitment - A Study on the Moderating Effects of Web Site Usage," Service Industries
Journal 23, no. 3 (2005): 103-124.

CHAPTER III
LITERATURE REVIEW

Building on the previous chapter, this literature review aims to distinguish the

gaps in the existing research this study is designed to fill. This chapter first discusses
research conducted on general online consumer marketing, pointing out the many
shortcomings. Secondly, further research presented in this chapter will specifically look

at online customer loyalty and explain why the concluding solutions to achieving online
customer loyalty reside in relationship marketing. Lastly, this chapter will address recent

online relationship marketing research revealing the lack of specificity and applicable
information.

A large part of a marketer's job entails thorough studying and understanding of

the target consumer. Identifying the type of consumer and knowing his or her specific
needs enables the marketer to move one step closer to securing his or her loyalty.

Gathering this knowledge requires in-depth research of consumers and their behavior.
Among many other factors, lifestyle, personality, knowledge, decision-making styles, and
purchasing environment influence a customer's buying behavior and level of loyalty.
Distinguishing and recognizing these differences in each customer helps marketers to

better accommodate individual customers or groups of customers. This process of
distinguishing groups of customers is often called market segmentation. Pertaining to
this study, much recent research examines online consumer segments and how

purchasing online changes their consumer behavior. Furthermore, much research also
suggests that the online space can make it easy to accommodate individual consumer
needs.

Research in Consumer Behavior

A study appearing in the Journal ofAdvertising Research investigates techniques

in culturally customizing websites for U.S Hispanic online consumers. The study's
results indicate that Hispanics possess culturally rooted preferences for web content.
The level of acculturation to the American culture also significantly affects the

customer's web content preferences.44 Acculturation in this study is defined as the
process of learning a culture that is different from one's own, which in turn leads to

changes in values, attitudes, behavior patterns, and language.45 Analysis of the data
collected concludes that Hispanics prefer web content that reflects Hispanic culture such

as Hispanic celebrities, bright colors and Spanish language. Additionally, Hispanics who
are less acculturated or still have a very strong sense of Hispanic identification, have a

stronger preference for Hispanic relevant web content.46 Accommodating these web
content preferences will better grab and retain loyal customers. This study demonstrates

the significant power a consumer's cultural background bears on a consumer's behavior
towards a website.

1 Nitish Singh, Daniel W. Baack, Arun Pereira, and Donald Baack, "Culturally Customizing
Websites for U.S. Hispanic Online Consumers," Journal ofAdvertising Research 48, no. 2 (2006): 224.

Ibid., 230.

Further extending the research in online consumer behavior, Cowart and
Goldsmith recognize the significant effect of a consumer's decision-making style on
online shopping, particularly for apparel consumption. The study utilizes the eight
decision-making characteristics from the Consumer Styles Inventory (CSI). Data
collected from a survey of 197 undergraduate students showed that out of the eight

decision-making styles recreational shopping and impulsive consumers are more inclined

to purchase clothing online.47 After reading this study, an online apparel marketer should
adjust his/her marketing campaign knowing the target customers are recreational and
impulsive shoppers. These last two studies discussed above evidently show culture and
decision-making style as strong factors influencing the way consumers behave online.
However, both studies lack any insight into specific marketing methods for
accommodating these behaviors and needs.
In another study that also uses the Consumer Style Inventory, Yang and Wu

advance the research done with online decision-making styles by distinguishing the

different preferences between men and women while shopping online. A female Internet
consumer's decision-making is dominated by novel-fashion style, which means she is an

early adopter of up-to-date and fashionable goods.48 On the other hand, a male Internet
consumer's decision-making is dominated by the brand influenced style, usually

choosing brands that are well known nationally and more expensive.49 Online store

Kelly O. Cowart and Ronald E. Goldsmith, "The influence of consumer decision-making styles
on online apparel consumption by college students," IntemationalJournal ofConsumer Studies 31, no. 6
(2007): 645.

6 Chyan Yang and Chia-Chun Wu, "Gender and Internet Consumers' Decision-Making,"
CyberPsychology & Behavior 10, no. 1 (2002): 90.

managers and marketers should focus the website image and marketing promotions

towards novel-fashion and brands. This study and most of the research regarding online
consumer marketing provides great knowledge about the consumer but neglects to apply
that knowledge. The three studies above do not take the next step of incorporating the
knowledge in marketing strategies to test the true effectiveness and usefulness of the

knowledge. This research study takes the next step by focusing on relationship marketing
and measuring its true effectiveness.

The three studies above differentiate consumers from one another in an attempt to

segment the consumer market. All the findings from these studies aid marketers in
targeting these consumer segments according to their unique needs and behavior.
Learning about the distinctive characteristics of each consumer initiates the development
of a customer relationship. In the previous chapter, Levens states that the first step to
successful customer relationship management is to identify the customer and gather
information about him or her, which is exactly what the above studies have done.
Therefore, studying culture, decision-making style, and gender differences can be seen as

part of customer relationship management, but how do company's use this information to
improve marketing strategies. Again, research must study specific types of relationshipmarketing tactics in the marketplace in an effort to understand the effects. It is important
to continue to strengthen the customer relationship by meeting the needs and factors that

these different article disclose. Strengthening the seller-customer relationship will create
more customer loyalty.

8 Michael Levens, Marketing: Defined, Explained, Applied (Upper Saddle River: Pearson
Education, Inc., 2010), 50.

Offline to Online

Methods in building customer relationships change in some respects when
moving from offline to an online space. Offline, stores often depend on employeecustomer interaction as the main tool in building customer relationships. The employee-

customer conversation enhances the personal connection between the customer and the
company. Through this conversation employees learn about the customer, and the
customer learns more about the employee, store and company. Lacking the human
element, the Internet must seek other means for engaging and interacting with the

customer while still striving to form a personal connection with the customer. Online

companies often forget that the fundamental rules of successful business still apply and
that in the online space seller-buyer interaction still exists. Every customer interaction
with the online store is an opportunity to reinforce the buyer-seller relationship.
Although building online customer relationships may call for new and creative tactics,
strengthening these relationships increases customer loyalty. Successful online sellers
base their marketing strategy on the pursuit of loyal and profitable customers.
Research on Online Customer Loyalty

Research in online customer loyalty has produced a variety of conclusive
techniques and methods, all with credible use in achieving loyalty. Many of the loyalty

marketing techniques discussed and suggested in these following studies are forms of
relationship marketing. Notably, building relationships with the customer lies at the basis
of most of the ideas presented in the following articles.

9 Frederick F. Reichheld and Robert G. Markey, Jr., "E-customer loyalty-applying the traditional
rules of business for online success," European Business Journal 12, no. 4 (2000): 173.

In the article, "Electronic customer care: The innovative path to e-loyalty,"
Salmen and Muir advocate electronic customer care tools as an effective manner to attain

customer e-loyalty in the field of private Internet banking. In one section of this article,
Salmen and Muir classify these tools as part of an electronic customer relationship
management system (eCRM system). A questionnaire survey based on a sample of 45

bank experts found several particular electronic customer care tools effective.52 Such
tools include the customer's ability to view and edit his or her profile and information.
This tool allows for customers to delete and add information, giving them a sense of

privacy and trust in the company.53 The second technique constructs virtual communities
in which customers can talk both to other customers and to the employees/company,

building communication within the website space.54 Finally, personalized web pages that
are tailored to customers' preferences build a reliance and personal connection to the

company.55 The three techniques advised in the article above rely on the concept of
strengthening the customer-company relationship ultimately leading to customer loyalty.
Research on Online Relationship Marketing
Marketers believe that online relationship marketing effectively produces online
customer loyalty. Many researchers even argue that the online space presents many more
opportunities to build customer relationships. A study by Liang, Chen, and Wang
demonstrates that an online customer's higher perceived level of relationship quality

10 Sonja M. Salmen and Andrew Muir, "Electronic customer care: The innovative path to eloyalty," Journal of Financial Services Marketing 8, no. 2 (2003): 133.

" Ibid., 138.
12 Ibid., 139

leads to a higher level of online customer loyalty.56 The same study shows that online
relationship-marketing bonding tactics implemented by an online financial service
generated a higher perceived level of relationship quality. Bonds are defined as the
psychological, emotional, economic, or physical attachments in a relationship that are

fostered by association and interaction and that serve to bind parties together under a

relational exchange.57
There are an uncountable number of relationship bonding tactics online and

offline. Successful relationship marketing depends on a company's ability to constantly
come up with new ideas and ways to make the buyer-seller relationship stronger. The

innate flexible structure of the Internet allows for continuous innovation in relationship
marketing tactics. For this reason, Liang, Chen and Wang's study organizes all online

relationship marketing tactics into three categories: financial, social, and structural.

CO

Financial bonding tactics motivate customer consumption and loyalty by using

pricing incentives.59 Examples of online pricing incentives include price discounts and
free services. Social bonding tactics are personal ties formed during interpersonal

interaction.60 Examples of online social bonding tactics include sending customers
greeting cards, personalized information, and two-way e-mail communication. Structural
bonding tactics relate to the structure, administration, and institutionalization of norms in

14 Chiung-Ju Liang, Hui-Ju Chen, and Wen-Hung Wang. "Does online relationship marketing
enhance customer retention and cross-buying?" Service Industries Journal 28, no. 6 (2008): 778.

15 Ibid., 771.
16 Ibid., 770.
17 Ibid., 772.
18 Ibid., 772.

a relationship.

Examples of online structural bonding tactics include providing correct

information, personalized service, updates on orders, security transparency, check-out
and payment, and personal accounts. This method of categorization is too general and
therefore not useful to marketers. Without pointing out more specific relational bonding
tactics, marketers will find it hard to utilize the findings. For this reason, this research
study adopts variables from several studies previously mentioned and creates six more

specific categories: Customization, trust, financial, customer care,
communication/interactivity, and community. With these categories, this study attempts

to provide more insight into online relationship marketing strategies. This research
advances all the research done on online relationship marketing by investigating the
effectiveness of proactive relationship marketing tactics. The following chapter will
discuss the methodology applied to complete this investigation.

Ibid., 773.

CHAPTER IV
DATA AND METHODOLOGY

This chapter describes the specific procedures involved in administering and
completing this study beginning with approving the research through the Colorado

College Institutional Review Board (IRB). Next, this chapter explains the reasoning
behind the several components considered when choosing the sample for this study;
recognizing these different components will help the reader understand the methods
employed in creating and distributing the actual survey. Lastly, the chapter defines the

independent/dependent variables and also describes the methodology used in
investigating the general hypothesis that online relationship marketing effectively
generates online customer loyalty.

Colorado College Institutional Review Board

The approval of the Colorado College Institutional Review Board (IRB) was the
first required step taken before preceding any further in this study. The IRB regularly
reviews faculty, student and staff proposals for research involving human participants,
bringing Colorado College human participants research into full legal compliance. The
proposal form demands a thorough explanation of the study's precise procedures and
components as well as an attachment of the survey itself. After the form's completion,
the proposal is sent to the Director of Institutional Research and Planning at Colorado
College who checks for potential risks to human participants and any other general errors.

For acceptability to the IRB, no physical, emotional, financial, or social harm can
be done to humans participating in this study. This study took proper precautions

ensuring all participants' complete safety. First and foremost, the questions in the survey
ask about the participant's general online shopping experience and do not inquire about

specific purchases. If for any reason the participant feels that the questions intrude on his

or her personal online shopping experiences, he or she can exit the survey at any time. If
an incident of harm does occur to a participant, it will be immediately reported to both
the IRB Director and the faculty advisor. For participant safety purposes, all recruiting e-

mails state the topic of survey giving the participants an idea of what type of questions to

expect. In addition, the survey commences with an online consent paragraph declaring
that the act of clicking the next button at the bottom of the page indicates the participant's
consent to begin the survey and take part in the study. The survey never requires the
participant's name or personal information, however at the end of the survey the

participant may choose to type in his or her email address to enter an optional raffle for
an opportunity to win a $25 gift certificate. By complying with the IRB prerequisites and
carefully planning out the details of the survey the proposal for the study's research was
approved.
Data Sample

The general rules of survey research emphasize the importance of obtaining a

"perfect" random sample. A random sample is broadly defined as a number of subjects
chosen from a population using a method involving an unpredictable component. The
unpredictable component may range anywhere from randomly picking numbers out of a
phonebook to using a random number generator. This study attempted to obtain a

random sample of e-mail addresses in order to send potential participants the hyperlink to
the survey; unlike telephone numbers, e-mail addresses are not public information.

Consequently, the sample population relied entirely on friends and family as well as their
friends. Though far from a perfect random sample, this population of friends and family
effectively satisfies three principal requirements for this study: a range in age, equal
number of females and males, and variety of background.

A participant's age plays a significant role in the way he or she interacts and
engages with a particular website ultimately altering his or her overall online consumer
experience. Someone older than 65 years of age commonly lacks "technological savvy"
whereas a younger and computer-experienced 20-year-old does not, suggesting someone

of younger age may easily and even naturally build relationships with online websites
while older age implies a limited amount of computer knowledge and less receptiveness
to online relationship tactics. Though not completely investigated and proven, this
assumption concerning age represents a considerable effect on online shopping that must
be considered in this study. A consumer's intention and goal when shopping online may
also vary across different age groups. For example, someone of elderly age may choose
to shop on the Internet simply because of the convenience of time as well as saving him
or her from an arduous trip to the mall. While someone of older age looks at shopping
online as a handy tool, a teenager views shopping online as fun, engaging, entertaining,
necessary and irreplaceable. Furthermore, a teenager growing up with Internet in his or

her household inherently accepts online shopping as a normality, while someone of a
much older generation, freshly introduced to the computer and Internet, may initially
retain some skepticism and remain close-minded to the idea of making purchases online.

Without a doubt, these conditions and situations pertaining to age certainly have an effect
on one's online consumer experience, yet these broad generalizations cannot be seen as

fact. Age and one's generation has strong consequences on how one develops an online
relationship with a website and what type of relationship is formed. For these reasons,

during the recruitment phases of this study, target participants came from all ages.
Knowing the issues and debates concerning a participant's age in online shopping also
aids in the final examination of the responses and results of the survey.

Second, a person's perspective on shopping online or offline highly varies
depending on his or her gender. Probably true to a certain extent, the stereotypical

shopping distinction between genders presumes women enjoy and spend more time
shopping than men do. Generally, women view shopping as a much more social and
bonding experience with friends or family, while men view shopping strictly as a

necessity. Some research even shows that men statistically spend less time in stores than

women do. Does the online space destroy the social and enjoyable element of shopping?
If so, do woman not like shopping online? Questions such as these constantly stimulate
debate concerning the effects of the online space on the general shopping experience.
Although these stereotypes may be slowly dissolving, the bit of validity that supports

these gender-shopping presumptions must be taken into account while conducting this
study. As discussed in Chapter II, the differences in men and women greatly determine
the decision-making styles used while making purchases online. Furthermore, in the area
of online shopping, some researchers found that women more than men demonstrate

apprehension and trust issues when purchasing online. Perhaps naturally less cautious
than women, men feel much more comfortable and confident in typing in their credit card

numbers on a website. Gender differences affect one's willingness to commit to a
relationship with a company's website. This study does not focus on the gender
differences in online shopping, but because known gender differences exist, the sample
for this research sought to capture an equal number of women and men.

Most Colorado College studies target only Colorado College students, which

consequently offer very limited and biased results. Most Colorado College students lie in
the middle to high economic classes of the U.S. and students tend to share similar views
and personality attributes. All these similarities come together to form a particular style
of online shopping. This study does not rely on Colorado College students as the central
population and instead attempts to capture participants from all over the U.S and from a
wide-range of backgrounds. Because the study's source for recruits hinged on friends
and family, the majority of the participants probably came from the middle to high
economic bracket of the country. This is a strong bias that must be taken into account
when analyzing the survey results. Despite this bias, the population sampled does draw

from different age groups, schools, occupations, locations, ethnicities and personal
backgrounds.

Age, gender and background were highly considered in the creation and
distribution of the survey. The first two questions of the survey ask for the participant's

gender and age, tracking the percentage of women and men and the age of each
participant. The recruiting process aimed to attain an adequate balance of women to men
and participants from all ages and backgrounds.

Survey Distribution and Recruiting
By employing several methods of distribution and recruiting, this study intended

to achieve the sample discussed earlier. The methods implemented include direct e-mail,
indirect e-mail, and a Facebook group. This study strived to entice around 100
participants to complete the survey, titled "Online Consumer Experience" on
SurveyMonkey.com.

Direct e-mails were sent to four different e-mail lists: the Colorado College BSU
(Black Student Union) e-mail list, the Colorado College Hispanic club (SOMOS) e-mail
list, the Colorado College men's soccer team, and 12 members from the Hancock family.
The content of the e-mail described the topic and purpose of the study including a link at
the bottom of the e-mail that when clicked on takes the participant directly to the survey
on SurveyMonkey. Three direct e-mails to the Colorado College groups constituted the

majority of the recruiting done within the Colorado College population, which notably
also obtained participants primarily aging from 17 to 22. The e-mail to the 12 Hancock
family members captured a much older demographic, mostly above 35 years of age.
Overall, direct e-mails would supply an estimated 45 participants for the study. All direct

e-mails also mentioned the chance of entering a raffle for an opportunity to win a $25
dollar gift card, serving as an incentive to complete the survey. The e-mail to the 12
family members politely requested them to forward the links to their friends and family.
Through these indirect forwarded e-mails, the study continued to sample from the higher
age group. The number of participants obtained from indirect e-mails cannot be
accurately estimated.

Creating a Facebook group offered another source of participants, primarily

ranging from ages 18 to 35. The invitation to join the Facebook group, called "Online
Consumer Experience," included all the same information as the direct e-mails. The link
to the survey was imbedded in the content of the invitation, which allowed invitees to go

directly to the survey without actually joining the Facebook group. Therefore, invitees
whom did not want to join the group could still easily participate. All information to the
group was open to the public, permitting anyone to see the content and obtain the link to
the survey. The group probably attracted mostly current college students, recent

graduates, or graduate students. About 50 invitations were sent out and a 50% response
rate was expected.

Direct e-mail, indirect e-mail, and Facebook acted as the three recruiting
techniques used to achieve the target sample of 100 participants. A $25 gift certificate

was an incentive to take the survey, yet the completion of the survey was entirely
voluntary, and all participants had the option to simply ignore the e-mails and Facebook
invitations. The survey was not completely random since most participants were pre-

chosen through email lists and Facebook invitations, however as already discussed in the
previous section, age, gender, and background were the main components considered
when distributing the survey.

Methodology and Model

This study acquired all the data with a quick survey administered through
SurveyMonkey.com. SurveyMonkey is a private American company that enables users
to create their own Web-based surveys. Many of the services and products provided by

SurveyMonkey are paid for, but Colorado College currently owns an account on which

any student can create and distribute a survey. Using SurveyMonkey allowed this study
to efficiently distribute the survey quickly and easily. Creating a survey on

SurveyMonkey necessitates no previous experience, enabling users to effortlessly

generate the survey and collect responses. Alternative methods of distribution may
include paper surveys and phone surveys, both requiring more time and effort to collect
data. Survey distribution over the Web also allowed the study to reach a broader sample
of participants.

The survey consists of a total of 38 questions requiring only about 7 to 10 minutes
of the participant's time to answer. With a connection to the Internet, the participants
could easily reach the survey by clicking on the link provided through e-mail or

Facebook. All the data collected from the survey was safely recorded and stored on a
private laptop and not made available to the public. The survey is made up of two
primary sections: the customer loyalty measurement and the measurement of customer
relationship involvement (consisting of six different relationship components).

Customer loyalty is the dependent variable and the six relationship marketing tactics are
the independent variables.

The first three questions of the survey shown below ask for the participant's
gender, age, and a website.
1.

What is your gender?

2.

What is your age?

3.

Enter a website that you have a good amount of experience purchasing items or services from
(if you have never made a purchase online then do not fill out the rest of this survey)

The third question asks the participant to either enter a website he or she has shopping
experience on or follow the statement appearing in parenthesis "if you have never made a

purchase online then do not fill out the rest of this survey." This question specifically

asks for a website that the participant has a "good amount of experience" with. This part
of the question is trying to prevent participants from entering a website that they have
only purchased one item from or do not know well, which would make answering the rest

of the survey difficult. Because the website entered would most likely be a website the
participant has purchased several items on and has returned to many times, the participant
will already have developed a level of loyalty.

After these preliminary questions, the survey asks eight more questions intended
to measure the participant's level of loyalty to the particular website that he or she
entered in the previous question:
Neither satisfied

Mostly satisfied

Overall, how satisfied are you
w<th this website?

Extremely not
likely

Not Mkely

Slightly likely

Somewhat likely

Moderately likely

Very likely

Extremely likely

How likely are you to
recommend thss we&site to

friends and family?
How likely are you lo continue
purchasing the same product
and or service from this

if you were selecting a website

(within the industry) for the first
time, how ftkeiy is it that you

would choose this website?
How I'kciy are you to increase

your purchasing sue from this
website?
How likely are you to increase
your frequency of purchasing

from this website?
How likely are you to purchase
different products and services
from this website besides what
you have already bought?
How iikeEy are you to switch to

a different website within the

These eight questions were derived from Bob Hayes book, Measuring Customer

Satisfaction and Loyalty: Survey Design, Use, and Statistical Analysis Methods.62 The
first question aims to measure the participant's overall satisfaction of the particular
website included. Many companies and marketers strongly believe that a customer's

Bob Hayes, Measuring Customer Satisfaction and Loyalty: Survey Design, Use, and Statistical
Analysis Methods (Milwaukee: Quality Press, 2008), 80.

loyalty can be truly measured in their likelihood to recommend this website to friends and
family which is evaluated in the second question. Furthermore, the third question

assesses the participant's likelihood to continue making purchases from the website. A
participant may be completely satisfied with the website, however this does not mean he
or she will continue purchasing from this website. A consumer may stick to a website
because of pure laziness to search for another website; therefore, the fourth question

evaluates a participant's commitment to a website measuring whether he or she would
stay with the website despite other websites that may offer the same product. The next
three questions ask about the participant's purchasing size and his or her future plans of
purchasing. Lastly, the final question essentially asks the participant if he or she has any
future plans and curiosities about other similar websites and whether he or she feels a
need to explore and use other websites. This question identifies a website's long-term
loyal customers.

The following statements intend to evaluate the participant's responsiveness to

customized material and tools included in the particular website of his or her choice.
Strongly disagree

Disagri

Somewhat

Neither agree or

Agree

Strongly agree

This website makes purchase
recommendations that match my
needs.
This website enables me to
order products tnat are tailormade for me.
The advertisements and

promotions that this website
sends to me are tailored to my
situation.
This website makes me feel thac
t am a unique customer.

I believe that this website is
customized to my needs.

Phrases in these statements such as "match my needs," "tailor-made for me," "tailored to
my situation," "unique customer," and "customized to my needs" all evaluate whether the
participant or customer engages in customized tools and material on the website. The

more the customer agrees with the statements, the more the participant feels or believes

the website is customized to him or her.
Somewhat

Neither agree or

Strongly agree

Customers share experiences
about the website/produci online

with other customers of the

supported by this website »s NOT
useful Tor gathering product

information.

Customers of this website
benefit from the community

sponsored by the website.
Customers share a common

bond with other members of the
customer community sponsored
by the website.
Customers of this website are
NOT stfongiy affiliated with one

This section is meant to evaluate the participant's involvement and engagement in

the existing community offered by the website. Websites offer different amounts of
community structure and some websites may not sponsor any sort of community at all.
Already discussed in previous chapters, website community features include such things
as communication between customers, blogs, and product reviews; however, an infinite
number of techniques can be used in creating a community on a website. For such
reasons, the statements included in this section remain general and broad and do not ask

about specific community tools such as blogs or products reviews, which may not apply
to all websites. The first statement evaluates the amount of communication and contact
between the customers of the website. The second and third statements assess whether
the community that does exist is helpful to the participant's shopping experience. The

fourth and fifth statements ask not about the amount of contact between customers but
about the strength of the connection between the customers. Ultimately, this section
seeks to measure the influence of the participant's website community involvement on
his or her level of loyalty to the website.

The series of questions below calculates the level of communication between the
website and the participant as well as the overall engagement of the website's structure

Strongly disagree

Neither agree or

Disagree

Strongly agree

Somewhat agree

I feel that I have an on-going
dialogue with this website.

E receive helpful emaHs from

This website has helpful tools to
**»*•"»■ the right products.
ebsife docs NOT have a
search too! that makes product
comparisons easy.

I Teei that this is a very

engaging webs.tc.

I believe that this website is NOT
a very dynamic one.

and tools. Marketers believe that if a company communicates with a customer, a

relationship will build between the website and the customer. The first statement
determines the participant's level of dialogue with the website. Since e-mail is one of the
main forms of communication on the online space, the second statement finds out how
helpful the website e-mails are to the participant, if at all. The next three statements

evaluate the degree of engagement of the website through the perspective of the
customer. Depending on the way the participant answers these statements, the level of
communication with the website can be analyzed to see how it affects the participant's

overall loyalty to the website itself.
The statements below determine the adequacy and attentiveness of the customer
care department of the website. Just as in any form of relationship, care and attentiveness
Somewhat

Neither agree or

Somewhat agree

Agn

1 have experienced problems
with billing with respect to my

earlier purchases at this

website.
The goods that I purchased in
the oast from this webS'te have
been delivered on lime.
I feel that this website »s not
responsive to any problems I

return policies laid out in

good care of its customers.

to the other is important to establish commitment and loyalty. The first two statements

investigate any problems the participant has experienced shopping on the website.
Company and websites inevitably do make mistakes in shipping and billing, however the

way the website responds and accommodates the customer truly has an influence on the
customer's thoughts about the website. The third and fourth statements evaluate the
website's responsiveness to any problems or questions the participant may have about
products or the website itself. The last statement asks if the customer feels or believes

that the website's customers are treated well overall. The combination of these
statements helps to evaluate the participant's perspective of the website's customer care.
Somewhat
disagree

Neither agree

Strongly agree

disagree

My information is completely

Trust has become a huge issue for consumers purchasing online. Because hackers

exist and the Internet in general is not completely secure, consumers must gain a certain
level of trust to a website in order to feel safe to purchase on a website. The three
statements above evaluate the participants' sentiments about the website's security.
Generally, since participants have already purchased items on this particular website,
their level of trust may be already high. The level of trust however does affect the
strength of relationship between the website and the customer.
Strongly disagree

Disagree

Somewhat

Neither agree or

disagree

disagree

„

Strongly agree

Somewhat agree

I receive personal discounts

This website offers me persona!

promotions and safes

•*

•

This weosite offers good prices.

Jf

J|

j

*J

.J

*J

J

j

j

^

J

Lastly, customers often partake in purchases on a website strictly for financial and
economical reasons such as discounts, promotions, or simply good prices. This last
section detects the level of financial consideration of the customer. The level of financial
commitment has a great effect on the level of loyalty to the website, even if this loyalty
may be temporary until the shopper finds a better price elsewhere.

This survey ultimately assessed both the participant's level of loyalty (dependent
variable) to a website and the level of relationship involvement with the website in all six
relationship marketing components (independent variable): customization, community,

communication, customer care, trust, and financial. Ultimately, the data collected using
this sampling, recruiting, and survey process should present a positive correlation

between the six relationship marketing components and customer loyalty, supporting the
proposition that relationship marketing is an effective instrument for companies and
businesses. Furthermore, the analyzed data should distinguish which of the six
relationship marketing components are most effective. The next chapter will present the
data and results of the survey.

CHAPTER V

RESULTS AND ANALYSIS

Through close examination and several regression analyses of the survey
responses, this chapter unveils several new discoveries offering insight into online

consumer relationships, online customer loyalty and the strong connection between the
two. This chapter begins by giving a detailed overview of the collected survey responses

describing the respondents, gender ratio, age groups and websites. By analyzing the data
in Microsoft Excel and comparing different averages, this chapter draws several
preliminary conclusions about online loyalty and consumer relationships. The

differences between genders and age groups are discussed throughout the analysis of the
data. This study also investigates more closely the data related specifically to
Amazon.com, separating and analyzing only Amazon.com customer survey responses.

Separate regression analyses of the entire sample, female responses, male responses, and
Amazon responses reveal conclusive results about the hypothesis of this study.
Description of the Responses Collected

After distributing the survey to the target sample, the data collecting process

lasted a little less than a month starting January 31, 2010 and ending February 22, 2010.
A total of 179 people participated in the survey, but only 146 participants, about 84%,
completed the entire survey; the final results did not include the 33 incomplete surveys.

Of the 146 respondents 81 were male and 65 female, as illustrated in Figure 5.1 on the
previous page. The nearly equal ratio between women and men allowed the study to
separately analyze the male and female responses. The survey responses consisted of
three main age groups including ages 18 to 29, 30 to 59, and 60 and above. The first age
group of 18 to 29 constituted the majority of the respondents, consisting of 86

participants. The study obtained 48 participants in the age group of 30 to 60, the second
largest age group. Lastly, the smallest age group of 60 and above contained 12

participants. On the following page, Figure 5.2 displays the age ratios. Ideally the
sample would contain a completely equal age ratio, but each age group did contain
enough participants to conduct a comparison among the age groups. Although the lower

age group may overpower the results, the sample obtained the desired range of ages, with
an average age of 39.9.

The website names entered in the third question of the survey consisted of many

different types of websites varying in content styles and industries. Amazon.com made
up 65 of the respondents, 45% of the total survey, a surprisingly high portion of the total
respondents. For this reason this study exclusively analyzes the Amazon.com participant
group, proposing several conclusions about Amazon's online customer relationships and
customer loyalty. Other websites entered in the survey come from different industries,
including airline websites (such as Continental.com or Southwest.com), apparel stores
(such as Jcrew.com or Victoriasecret.com), auctioning websites (such as Ebay.com or

Half.com), and big retail companies (such as Costco.com or BestBuy.com). These are
examples of websites entered by survey participants, all of which share styles and
features but also differ in many ways. Some of the websites may attract customers with

particular shopping purposes and goals; for example, Ebay.com attracts consumers

searching for the best deal, Jcrew.com appeals to brand-oriented consumers willing to
purchase more expensive products, and websites such as Costco.com and Bestbuy.com
may draw already-loyal customers who shop in the physical Costco and Bestbuy stores.

As already pointed out, the variety of websites and the type of customers greatly affect
the way participants answered and completed the survey. This study theorizes that the
six website relationship components appear in all websites despite the industry, customer

and product prices. Clearly, the levels of relationship components will fluctuate from
website to website possibly causing a problem of consistency among the survey
responses. Regardless, the study hypothesizes that the more the customer engages with
the six website relationship components, the more the customer connects and attaches to

a website. In the early development of this hypothesis, this study established a goal to
demonstrate that the six online relationship components apply to any website on the web.
The recruitment and survey collecting processes successfully achieved a sufficient
sample for the analysis.

Analysis of the Survey Questions

Many factors influenced the way a participant answered the survey questions. For
example, a particular participant's low average for the community questions of the survey
may mean one of two things. One, either the website does not sponsor a strong customer

community and lacks tools for product reviews, blogs, personal profiles and an overall
social network; or two, the website does offer many community building tools but the
customer chooses not to participate in the customer community. This logic applies to any

of the six online relationship components. These factors may change between websites
and different participants, which must be considered when analyzing the overall data.
Several averages of specific survey questions and statements stood out as very

low or very high. For instance, the sixth customer loyalty question (How likely are you
to increase your frequency of purchasing from this website?) averaged a value of 3.38,
much lower than the total loyalty average of 5.19. This question aims to identify those
loyal customers who plan to increase their purchasing at the website. Most of the online
shoppers who participated in the study expressed content with the frequency of their
purchases from the website with minimal intention of augmenting their frequency. Most
shoppers did say they would continue purchasing from the website, but few stated they
would increase their number of purchases in the future.

Two statements in the communication component of the survey deserve special

attention, "I feel that I have an on-going dialogue with this website" and "I receive
helpful emails from this website." The two questions capture the participant's

perspective on the level or amount of direct communication between the website and the

participant. With averages of 3.5 and 3.95, respectively, the two statements generated
much lower averages than the total communication average of 4.73. One explanation

could be that "communication" is generally not a primary focus of online shopping
websites. Even with the lack of person-to-person contact in the online space, most

companies still overlook communication as a key component to successful online
businesses. The web space is a faceless object and companies must strive to put a face
behind their company's website.

Analysis of the Entire Sample

SurveyMonkey permits downloading all the responses directly and efficiently into
Microsoft Excel, and using Excel, the responses were organized and rearranged to
examine different factors. This study first examines and compares the overall averages of

the six online relationship components. Figure 5.3 compares the overall averages of the
six online relationship elements of the websites chosen by the participants. The
components were measured on a scale from one to seven, one representing someone

absolutely not responsive or engaged to the relationship component and seven indicating
someone completely immersed and appreciative of the relationship component. On the
next page, Figure 5.3 demonstrates that the averages for customization, community,

communication and financial hover around the same level of participant engagement and
involvement. Nevertheless, the customization survey section produced the lowest

average of the six components due to several likely factors. As a recent phenomenon in
website development, customization offers revolutionizing capabilities potentially
improving the Internet efficiency. Customization manifests in the form of products,

personal accounts, information, promotions, etc., tailored specifically to the customer.
New technologies aids website developers in learning information about each customer
visiting the website, and by using this information the website can provide the customer
with product recommendations, information about a new version of a product that the

customer previously bought, or tools allowing the customer to customize the website

interface to his or her liking. Acquiring and storing information about each individual
customer requires methods that demand much time and money. For these reasons, many

websites do not successfully practice customization tactics, explaining a possible reason

FIGURE 5.3

Website Relationship Components (Averages)
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Customization

Community

Communication

Customer Care

Components

Trust

why the customization section produced the lowest average of 4.25, 1.75 units lower than
the highest relationship component, trust.

Notably, the customer care and trust sections of the survey generated the highest
averages of the six components. Recall that the phrasing of the third question intends for
the participants to enter in a website that they have a good amount of experience with and
on which they have already purchased products once or even multiple times. The website
entered will be one towards which the participant already has a fairly high preexisting
amount of loyalty. Consumers take customer care and trust into account early in the

relationship development with a website. Therefore, during the survey, the participant
most likely chose a website that he or she already trusted and made sure had good

customer care. Consumers will not purchase or repurchase from a website if they feel it
has bad customer care and security. This same thought process does not apply to
customization, community, communication and financial. Presumably, without customer
care and trust the other five relationship components would probably not even develop at
all. These factors explain customer care and trust's high averages of 5.4 and 5.74, which
greatly surpass the other four relationship components. A t-statistic test of the difference
in averages between customer care and the next highest component, communication,
shows a significant value of 7.009 at a 5% level (above t-stat of 1.960). A t-statistic test
of the difference of means between trust and the next highest component,
communication, shows a significant value of 10.743 at a 5% level (above t-stat of 1.960).
Analysis of Genders and Age Groups
As shown on the following page in Figure 5.4, separating the responses by age
groups points to a few clear conclusions. Customers of age 60 and above generally

display less loyalty to websites than the youngest age group 18 to 29 with the highest
level of website loyalty. Less experienced with computers and the Internet, consumers of
older generations often struggle with making purchases from websites and overall show

less willingness to invest the time and effort in learning a new technology.63
Consequently, older customers cannot engage as much and as intimately with websites as
younger consumers can. Along the same lines, Figure 5.4 also demonstrates that older

customers also trust the least in websites. Again, because of their lack of familiarity with
the Internet, older generations doubt the security and safety of making purchases online.
The 18 to 29 age group's trust level exceeds that of the other two age groups, implying
that younger customers do not hesitate as much when entering their credit card
information. However, in the future as the younger age group replaces the older age
group, these trust averages will begin to even out. The community level averages among

the age groups show that consumers in the 18 to 29 age group engage much more with
website communities. Due to the recent introduction ofMyspace.com and
Facebook.com, younger generations participate more and more in online social

communities and networks. Websites that offer strong communities attract much of this
younger age group. Age does play a significant role on the way customers engage in
online shopping.

Figure 5.5 compares the average survey responses between males and females.

Gender differences in online shopping do exist, but as shown in this comparison the

1 Tonita Perea y Monsuwe, Benedict G.C. Dellaert and Ko de Ruyter, "What drives consumers to
shop online? A literature review;' Emerald Journal (2004): 110.

2 Donna Weaver McCloskey, "The Importance of Ease of Use, Usefulness, and Trust to Online

Consumers: An Examination of the Technology Acceptance Model with Older Consumers," Journal of
Organizational & End User Computing (2006): 47-65.
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■ Female

5.194230769

4.295384615

4.326153846

4.843589744

5.443846154

5.861538462

4.528205128

■ Male

5.187169312

4.214197531

4.345061728

4.641152263

5.3672B3951

5.639917695

4.355967078

■ Female

■ Male

differences do not affect the levels of relationship components between men and women.
For unknown reasons, women strangely show higher levels of involvement in every

category except community. Are women more susceptible to relationship building tactics
or maybe they are generally more willing to commit to relationships?
Analysis of Amazon Sample
The majority of online consumer research done in the past concentrates on one

particular website or industry. Since websites, depending on the industry and business

objectives, vary considerably in structure, features, tools and interfaces, past researchers
target one particular website or industry (such as online banking or airline websites) to

eliminate the variability. This approach prevents inconsistent survey responses, adding
significance to the results. This study separates the survey responses into the 65
Amazon.com participants and the 81 non-Amazon responses, presenting a case study
exploring the relationship dynamics ofAmazon.com and highlighting apparent strengths

and weaknesses. As America's largest online retailer, Amazon.com earns nearly three
times more Internet sales revenue than the runner up, Staples, Inc., as of January 2010.
Amazon started as an online bookstore, but soon diversified to other product lines,
including VHS, DVD, music CDs and MP3s, computer software, video games,

electronics, apparel, furniture, food, toys, etc.65 Figure 5.5 on the following page
evaluates and compares the levels of customer loyalty and relationship components
between Amazon.com and non-Amazon websites.

As seen in the comparison, Amazon customers averaged a loyalty level of 5.31

whereas non-Amazon customers only averaged 5.09. A t-statistic test of the difference of

3 Internet Retailers: Strategies for Web-Based Retailing (Vertical Web Media), http:// www.
internetretailer.com/top500/list.asp (accessed March 4, 2010).

means show a significant value of 1.921 at a 10% level (above t-stat of 1.671).
Comparable to Wal-Mart in the offline world, Amazon's bigger budget and well-known

retailer status unsurprisingly generates much higher levels of customer loyalty, but the
question still remains, what exactly does Amazon do to achieve this level of loyalty?
Figure 5.6 also points out which of Amazon's six relationship components are stronger or
weaker than non-Amazon websites. First, Amazon significantly beats non-Amazon

websites in the customization relationship component by .32 units. A t-statistic test of the

difference in means shows a significant value of 1.91 at a 10% level (above t-stat of
1.671). Features such as customer account tools and product recommendations create a
personalized and customized customer atmosphere when shopping on Amazon.com.
Amazon's notorious recommendation feature, suggests tailored products to customers
based on the customer's previous purchases and search history. Most non-Amazon

websites cannot afford the budget, time, or intelligence required to provide these features,
explaining Amazon's higher customization average. In addition, Amazon also triumphs
over non-Amazon websites in the community relationship component by almost .7 units.
A t-statistic test of the difference in means shows a significant value of 4.345 at a 5%

level (above t-stat of 2.00). Though Amazon's community gains much of its strength
from an enormous customer base, Amazon also reinforces this community by sponsoring
customer-to-customer interaction through product reviews. The product review feature

allows customers to comment and rate the quality of a purchased product. Research
provides evidence that product reviews act as one of the most important decision-making
factors for customers when purchasing products online. The survey responses for both
Amazon and non-Amazon resulted in almost equal averages for communication,

customer care, trust and financial relationship components. The additional customer

involvement in Amazon's community and customization tools could explain the high
level of customer loyalty.

Similar to the analysis of the full survey sample, gender differences do not affect
the averages of Amazon's six relationship components. Although women demonstrate

more involvement and responsiveness in all relationship components, no significant
disparities between men and women in the six relationship components are observed in
Figure 5.7 on the following page.
Regression Analysis of the Entire Sample

The previous sections analyzed the survey responses, forming theories and
conclusions by simply comparing data averages. Most of the conclusions do not pertain
to the main hypothesis of this study that customer engagement in the six relationship

components (customization, community, communication, customer care, trust, financial)
produces and strengthens customer loyalty. This study used several regressions analyses
to investigate the correlation between customer loyalty and the six relationship
components, using a 5% cut off for determining significance. The following sections will

discuss the three regressions done on all the full survey sample, male responses and
female responses. The regression formula or model for all the regressions is as follows:
Cusloy = c + ^Customization + |32Community + |33 Communication + (34Care +
p5Trust + |36Financial
For clarification, cusloy represents customer loyalty and care represents customer care.

The above model states that customer loyalty (dependent variable) is a function of
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customization, community, communication, care, trust and financial (independent
variables).

The first regression for all 146 survey responses was entered into e-views

(Windows statistical program) and then tested for problems with multicollinearity,
normality, and heteroskedasticity. Multicollinearity occurs when an independent variable
highly correlates to another independent variable (a correlation greater than .5). This first
regression did not face multicolinearity problems. The regression also did not run into a
normality problem since the regression's Jarque-Bera value remained below 5.99.

Finally, after running the White test on the regression, it revealed that the data did have
heteroskedasticity. A quick fix forced the regression to account for heteroskedasticity,

hence the phrase "White Heteroskedasticity-Consistent Standard Errors & Covariance"
that appears in Table 5.1 on the following page.

Table 5.1 presents the results of the first regression analysis. For an independent
variable to be significant at the 5% level, the probability (Prob.) value must be below .05
with a t-Statistic value above 1.96. The result of R-squared indicates that approximately
38% of the behavior of customer loyalty is explained by the model. Though this means
that 62% of the behavior of the dependent variable is not explained, this is a moderately
acceptable result. Customization (Prob. = .0068), community (Prob. =.0009), and trust
(Prob. =.0002) generated probability values below .05, meaning these three independent
variables are significant in the 5% level. Customization, community and trust have a

strong correlation and effect on customer loyalty; therefore, as customization, community
and trust increase, customer loyalty also increases. These results indicate that by
strengthening online customer relationships through customization, community and trust,

TABLE 5.1

REGRESSION OF THE FULL SAMPLE
Dependent Variable: CUSLOY
Method: Least Squares
Date: 03/01/10 Time: 13:44
Sample: 1 146
Included observations: 146

White Heteroskedasticity-Consistent Standard Errors & Covariance
Variable

Coefficient

Std. Error

t-Statistic

Prob.

1.664391

0.425068

3.915584

0.0001

CUSTOMIZATION

0.151365

0.055115

2.746328

*0.0068

COMMUNITY

0.170933

0.050284

3.399330

*0.0009

COMMUNICATION

0.116201

0.079548

1.460778

0.1463

CARE

0.045319

0.070650

TRUST

0.254351

0.067388

0.641451
3.774426

*0.0002

FINANCIAL

-0.025467

0.048562

-0.524416

0.6008

0.5223

R-squared

0.385274

Mean dependent var

5.190313

Adjusted R-squared

0.358739

S.D. dependent var

0.703916

S.E. of regression

0.563687

Akaike info criterion

1.738124

Sum squared resid

44.16634

Schwarz criterion
Hannan-Quinn criter.

1.881173
1.796248

Durbin-Watson stat

1.949065

Log likelihood

-119.8830

F-statistic

14.51952

Prob(F-statistic)

0.000000

: Significant variables

overall online customer loyalty will increase. The study's main hypothesis is supported
by these three relationship components. The regression analysis also distinguishes which
relationship components affect customer loyalty the most. With the lowest probability of

.0002, online trust has the greatest affect on customer loyalty. Trust is a common topic of
research in the online area of study, recognized as a crucial factor of consumer decisions
made in online shopping. Consumers strictly purchase and repurchase from secure

websites that they highly trust. Community affects customer loyalty second most with a

probability of .0009, and customization has the third largest effect with a probability of
.0068. If the study used a significance level of 15%, than communication would be
significant as well, with a probability of .1463.

The male and female survey responses were separated into two groups and then
analyzed individually through two different regressions. By comparing these two

regressions, this study was able to distinguish the differences between how males and
females engage with the six online relationship components that create loyalty. The
female regression ran into problems with multicoUinearity between communication and
customization, observed in the correlation between independent variables presented in

Table 5.2 on the next page. By taking the log of customization and communication, the
correlation decreased below .5. The White test showed that the male regression had
heteroskedasticity, and simple adjustments were made to account for heteroskedasticity.
Displayed in Tables 5.3 and 5.4, respectively, the two regressions reveal
significant differences between males and females. Females show that customization

does not affect their customer loyalty, and while customization is not significant at the
5% level for males, it has a .0992 probability for customization, suggests significance at

the 10% level. Customization has a greater correlation to customer loyalty for males.
Females show a significant probability of .0002 for community while males show an
insignificant probability of .8167. Community is strongly related to female customer

loyalty, while it has little influence for males. Interestingly, communication did
not show any significance in the regression for the full sample, yet for only males
communication was significantly related to customer loyalty with a probability of .0223.
Just as in the full sample, customer care showed no significant; however, trust continues
to affect customer loyalty for both genders. Lastly, the financial relationship component

demonstrated no correlation with customer loyalty in either the female or male regression
analyses. Conclusively, if a website's customer base consists of primarily women,

marketers should focus on community and trust; if a website's customer base is primarily
men, then online marketers should concentrate on improving trust and communication.
Regression of Amazon Sample

The Amazon.com regression can aid in detecting which online relationship
components Amazon may be using to achieve a high level of customer loyalty. The

regression did not find any problems with heteroskedasticity or normality, but did suffer
from problems with multicoUinearity among customization, communication and care
seen as illustrated in Table 5.5. Taking the log of customization, communication and
care decreased the correlations below the .5 mark. Presented in Table 5.6, Amazon's

regression analysis result for the R-squared indicates that approximately 59% of the
behavior of customer loyalty is explained by the model. Trust, community and
communication strongly correlate with customer loyalty at the 5% significance level.
Similar to the full sample regression, trust affects customer loyalty the most, with a

probability of .0018. Coming in second place with a probability of .0297, community is
one of Amazon's potentially most effective tools in producing customer loyalty.
Communication's probability level of .0413 indicates a strong relation to customer

loyalty but a little weaker than both trust and community. At a significance level of 10%,
customization also affects customer loyalty, and on a significance level of 15%, customer
care would also be significant, suggesting that the original hypothesis of positive

significant relationships found solid support. The financial relationship component was
the only one to have a very high probability level of .6069, suggesting no relationship to

customer loyalty. The results from the regression show that all six relationship elements,
apart from financial, had a positive relationship with customer loyalty.

The strong correlation between the relationship components and customer loyalty
does not necessarily mean that Amazon's current marketing strategy effectively builds

strong customer relationships; instead, the results indicate that Amazon can potentially
raise customer loyalty by especially concentrating on improving customization,
communication, and trust. However, as seen earlier in the chapter, Amazon does greatly
surpass non-Amazon websites in community and customization, which according to the
regression analysis highly affect customer loyalty. This may be the key difference that
gives Amazon a higher customer loyalty level than non-Amazon websites. Furthermore,

the survey results for Amazon may have been more consistent since only one website was
being evaluated; as a result, the correlation between the relationship components and
customer loyalty may have been more pronounced. Amazon is proof that building
customer relationships can lead to higher levels of customer loyalty.

Limitations and Future Research
Several modifications to the study would help to improve the results. First, a
larger sample would give better overall results. Second, a more equal gender and age
group ratio would give more insightful results of the existing differences. More equal
numbers of participants in each age group could allow the study to perform three more
separate regressions to identify the effects of age. Mentioned in the previous chapter, the
two communication statements in the survey are too specific, requiring almost a yes/no
response, and eliminating or altering the wording of the statements might improve the
results. Further research in this area of study should begin to investigate specific
relationship marketing tools and features such as product reviews, blogs, e-mails and
product recommendations. The next chapter will summarize the important conclusions

drawn from the study and what the world can expect to see in the future web space.

CHAPTER VI

CONCLUSION

Using SurveyMonkey.com, this study distributed a short survey to 146
participants to calculate two components, the participant's level of customer loyalty and
level of involvement with six relationship components (customization, community,
communication, customer care, trust and financial). Through several analyses and
regressions, the survey responses produced many meaningful conclusions. The
regression of the full sample concluded that customer loyalty strongly depends on
customization, community and trust, suggesting that online businesses and marketers
wanting to increase customer loyalty should concentrate on improving in these three

customer relationship components. The separate gender regressions found that female
online loyalty strongly relates to community and trust, while communication and trust
significantly affect male customer loyalty. Therefore, online marketers should target
community and trust to raise female customer loyalty and communication and trust to
gain more male customer loyalty. The Amazon regression showed significant values for
all six relationship components, except financial, suggesting that Amazon could increase

customer loyalty by improving those five relationship components. The regression
identified community, communication and trust as the three main relationship
components most strongly correlated to customer loyalty.

Amazon online marketers

should look to improve online tools and features that will effectively strengthen customer

relationships in all five relationship components, especially community, communication
and trust.

Loyal customers give the most value and profit to any business, online or offline.
Because of research such as this one, new age marketers have begun to depend on
customer relationships to achieve customer loyalty. The online space offers essentially
zero switching costs challenging online marketers to build customer relationships and
retain loyal customers. Nevertheless, this study demonstrates the important role customer

relationships play in gaining customer loyalty, and the results give online marketers a
better idea of how to effectively build relationships online. A customer strongly engaged
in a relationship with a website will inescapably feel committed and remain loyal. All
online marketers should evaluate their websites' capabilities in producing strong
relationships with customers. Customer loyalty remains an essential asset to every online
business, and online relationship marketing will lead to higher levels of online customer
loyalty.

As new technologies arise and the Internet continues to change, the playing field
will change and marketing techniques will have to adapt. New future capabilities may
offer artificial intelligence capable of accurately understanding any customer search
inquiry, easier customer-to-customer interaction, more interactive website interfaces, 3D
product reviews and the like. Although relationship marketing tactics and techniques will

evolve with changes in technology, the strong correlation between customer relationships
and customer loyalty undeniably will always exist. Customers are humans and humans
are emotional creatures searching for relationships. Customer relationships will always
play a crucial factor in gaining customer loyalty, despite technological progress.
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