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Abstract

This study intends to explore the antecedents of satisfaction and loyalty on both the
online auction web site and the online auction seller. In addition, it will also explore
the relationship between the loyalty toward online auction website and the loyalty
toward online auction seller. The results of this study confirm that the e-service
quality of the online auction website and seller has significant impact on overall
satisfaction of online auction website. Overall satisfaction of the online auction
website and the online auction seller will not only affect the loyalty intention of the
online auction website and the online auction seller, but also affect the Specific Asset
Investment (SAI) of the buyers on the online auction website and the online auction
seller. SAI is found to affect loyalty intention in both the online auction website and
the online auction seller. Finally, loyalty intention toward the online auction seller
positively affects the loyalty intention toward the online auction website, whereas the
loyalty intention toward the online auction website negatively affects the loyalty
intention toward the online auction seller.

Keywords: Online auction website, Online auction seller, loyalty, Asset specificity,
Satisfaction

Online auction is becoming increasingly more important as an intermediary for
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both sellers and buyers (Lucking-Reiley et al. 2007). Traditionally, online auction
websites serves individuals who want to buy and sell collectibles via an auction
process. But increasingly online auction website is also acting as a shop-front for new
goods sold by small-medium retailers at fixed price (Aldridge 2004). It is especially
true in Asia pacific market where eBay has difficulties in competing with local
competitors which focus on addressing the needs of small to medium independent
retailers in the business-to-consumer segment (Song 2006; Vara and Chao 2006).
Small retailers who initially explored online auctions as an additional channel are
gradually move their businesses to online auctions (Walezak, Gregg, and Berrenberg
2006).

Like the other marketing channels, online auction web site normally charge
listing and transaction fees on the sellers. Normally, the larger the pool of the sellers
and buyers, the higher the bargaining power of the auction website. Therefore, in
order to increase the pool size of sellers and buyers, many new online auction
websites (generic or specialty) offer low or even free listing and transaction fee to
attract new sellers (Doebele 2005). Established online auction websites constantly
face competition from new challengers. Even eBay had to waive posting and
transaction fees in the beginning when it entered China, Korea, Japan , and Taiwan
markets to gain ground in these market.

When the seller becoming more and more established in the online auction
website, the conflict of interests between the online auction website and the sellers in
online auction website will become more severe. To avoid being charged of high
transaction fees, a seller may persuade its buyers to move with it to a lower cost
auction website or place orders at these lower cost sites if a seller in an online auction

website can create strong transaction relationship with buyers. Therefore, it is very



important for the marketer of an online auction website to understand the sources of
buyer satisfaction and loyalty to device a better competitive strategy in the market. If
the sources of satisfaction and loyalty of the auction buyer is basically from a specific
seller in the online auction website instead of the online auction website itself, the
online auction seller should have more power in persuading its buyers to move with it
to or place order at a lower cost online auction website. On the other hand, if the
sources of satisfaction and loyalty of a buyer is basically from the auction web site
instead of the seller, the online auction website should have stronger bargaining power
in keeping the list fees of the auction website. Marketers of online auction websites
has to examine the sources of buyer satisfaction and loyalty carefully to constitute the
best marketing strategy and find way to promote the sellers in its website while
restraining the buyers from sticking to a specific seller.

In sum, the primary purpose of this paper is to examine the issue of the
determinants of buyer satisfaction and loyalty toward online auction websites and
online auction sellers. The story is not complete to examine only the determinants of
buyer satisfaction and loyalty toward the online auction websites. The different
strength of satisfaction and loyalty on the two parties (the online auction web site and
the independent seller) has different implications for the auction website owners and
sellers. Specifically, this study intends to explore the antecedents of satisfaction and
loyalty on both the online auction web site and the online auction seller. In addition, it
will also explore the relationship between the loyalty toward online auction website
and the loyalty toward online auction seller. Does a buyer’s loyalty toward an online
auction website affect his/her loyalty toward the online auction sellers? And does a
buyer’s loyalty toward the seller in the online auction website affect his/her loyalty

toward the online auction website?



The article is organized as follows: in the next section, we will provide the
conceptual framework and the research hypotheses. This section is followed by a
description of our methodology and the results of the hypothesis testing. Finally, we

conclude with a discussion of results and marketing implications.

Literature Review and Hypothesis
E-Service Quality

The importance of service quality on consumer satisfaction and loyalty has been
studied extensively and confirmed in several studies (Parasuraman and Zeithaml
2002). SERVQUAL is one of the most used scales in examining consumer perceived
service quality (Parasuraman and Zeithaml 2002). The scale measures service quality
on five dimensions: reliability, responsiveness, assurance, empathy, and tangibles.
Although, traditional service quality scale provide reliable and validate measure for
researchers to examine the people-delivered service quality issues, its suitability in
examining ecommerce service quality is questionable (Parasuraman, Zeithaml, and
Malhotra 2005). For example, Gefen (2002) extended the SERVQUAL
conceptualization to the electronic context and found that the five service quality
dimensions collapse into three.

In recent year, several e-service quality scales have been developed. For example,
Loiacono, Watson, and Goodhue (2000) is among the first to create WebQual, a scale
for rating Web site on twelve dimensions: information fit to task, interaction, trust,
response time, design, intuitiveness, visual appeal, innovativeness, flow-emotional
appeal, integrated communication, business process, and substitutability. However,
the primary purpose of this scale is to generate information for Web site designers

rather than to measure service quality as experienced by consumers. Yoo and Donthu



(2001) developed SITEQUAL to measure site quality on four dimensions: ease of use,
aesthetic design, process speed, and security. This scale provides a good measurement
on the quality of a website. However, it does not capture all aspects of purchasing
process and therefore does not constitute a comprehensive assessment of a Web site’s
service quality (Parasuraman, Zeithaml, and Malhotra 2005).

Wolfinbarger and Gilly (2003) develop a 14-item scale called eTailQ. The scale
includes four factors: website design, reliability/fulfillment, privacy/security, and
customer service. The development of the scale is very comprehensive. Various
research methods such as online and offline focus groups, sorting tasks, and on-line
customer panel survey were used in the process of developing the scale. The scale’s
web site design and customer service sub-dimension, however, was challenged by
Parasuraman, Zeithaml, and Malhotra (2005) for its lack of internal consistency and
distinctiveness. Parasuraman et al. (2005) use the means-end framework as a
theoretical foundation to develop E-S-Qual and E-RecS-QUAL scales. E-S-Qual
includes 22-item scale of four dimensions: efficiency, fulfillment, system availability,
and privacy. E-RecS-QUAL contains 11 items in three dimensions: responsiveness,
compensation, and contact. Both scales demonstrate adequate psychometric properties
based on findings from variety of reliability and validity tests in the study.

Although the scale is comprehensive, it deals mostly on online shopping site.
Parasuraman et al. (2005) suggest that researchers using E-S-Qual and E-RecS-QUAL
in other Internet sites—such as online newspaper, portals, free-download sites, and
customer-to-customer sites have to do necessary modification on the scale.

E-Service Quality of Online Auction Website and Online Auction Seller
Buyers in an auction website perceive service quality on both the auction website

and the sellers. Based on the sub-dimensions of the E-S-Qual and E-RecS-QUAL



scales, the perception of e-service quality of the auction web site should include
website efficiency and system availability, privacy, contact, and compensation. The
first two dimensions capture the design, convenience, ease of use, system flow, and
availability of the auction web site. These are the basic infrastructures that an online
auction website should provide for both the sellers and buyers. Privacy is related to
whether the auction website protects personal data, web surfing behavior, and credit
information. Online auction websites keep all the personal information of the buyers
and sellers. The trust that the online auction website will protect this personal
information is very important (Urban, Sultan, and 2000). Contact is whether the
online auction website is easy to be contacted. Finally, compensation represent
whether the web site compensates the buyers for problems it creates. Normally an
online auction website provides protection program to protect loses of on-line

transaction. It is so-called transaction protection program in eBay.

On the other hand, the perception of e-service quality of the online auction seller
should include fulfillment, responsiveness, compensation, and contact. Basically,
online auction website is only a channel for a seller to sell its products and services. It
charges sellers a fee to list items for sale and takes a certain percentage of transaction
fees once the item is sold. A seller has to take care of order fulfillment and buyer
responses. Therefore, fulfillment service quality of the online auction seller is related
to whether the seller delivers the promised orders at the agree-upon schedule
(Parasuraman et al. 2005). Responsiveness is regarding whether the seller takes care
of problems (order or return) promptly. In addition to the compensation from the
online auction website, the sellers in the web site normally provide compensation for
transaction problem it creates to gain trust and good credit from the buyers. Finally,

contact is also a very important dimension of service quality for the auction seller.
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Buyer contact the seller before, during, and after the order is placed. Whether the
seller provide adequate contact method is very important for buyers’ service quality

perception toward the sellers.

The Effects of E-Service Quality on Overall Satisfaction

Satisfaction is defined as “pleasurable fulfillment” (Oliver 1999) and
cumulative satisfaction is considered an affective response in Oliver’s loyalty
framework (Oliver 1999). It is cumulative satisfaction stemming from an
aggregation of e-service encounter experiences (Bitner & Hubbert 1994; Rust &
Oliver 1994). In addition, both the e-service quality of online auction websites and
online auction sellers are cognitive responses at the attribute level. They are
transaction-specific, whereas overall satisfaction is relationship-specific (Shankar,
Smith, & Rangaswamy 2003). Therefore, the evaluations of encounter e-service
quality of online auction websites and online auction sellers form the foundation of
buyers’ overall satisfaction. Thus, it is predicted that the e-service quality of the
online auction website will positively affect overall satisfaction of the online auction
website, while e-service quality of the online auction seller will positively influence
overall satisfaction positively of the online auction seller..

Therefore, it is hypothesized that:

H1: The e-service quality of an online auction website will affect the overall

satisfaction of the buyer toward the online auction web site.

H2: The e-service quality of an auction seller will affect the overall

satisfaction of the buyers toward the online auction sellers.

Perceived value of the Online auction Website and Seller

As defined by Zeithaml (1988), perceived value is a consumers’ overall

assessment of the utility of a product or service based on perceptions of what is
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received and what is given. It is the trade-off between received benefit and cost.
Therefore, perceived value of online auction websites and online auction sellers is
defined as whether the online auction websites and the online auction seller offer
competitive product variety, product quality, and price in the market.

Past literatures find that the influence of perceived value on loyalty will be
mediated by customer overall satisfaction (Spreng, Dixon and Olshavsky 1993;
Patterson and Spreng 1997; Andreassen and Lindestad 1998; Zins 2001). In efforts to
conceptualize relationship among quality, satisfaction, value, and behavioral
intentions, Cronin, Brady, and Hult (2000) found that perceived value had direct and
positive impacts on overall satisfaction. Similarly, Patterson and Spreng (1997) found
that perceived value directly affects overall satisfaction. If a buyer believes that a
given auction website or seller creates higher value than alternatives, the buyer is
likely to be more satisfied with the auction website or the seller (Simpson et. al.
2001). Thus:

H3: Auction buyers’perceived value of purchasing from the online auction

website will positively affect his/her overall satisfaction toward the online

auction website.

H4: Auction buyers "perceived value of purchasing from the online auction
seller will positively affect his/her overall satisfaction toward the online auction

seller.

Overall Satisfaction and Loyalty

In Oliver’s definition, loyalty is described as “a deeply held commitment to
re-buy or re-patronize a preferred product/service consistently in the future, thereby
causing repetitive same-brand owner-brand purchasing, despite situational influences

and marketing efforts having the potential to cause switching behavior” (Oliver 1997).
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In this research, we define online auction web site and online auction seller loyalty as
favorable behavioral intentions. When buyers behave loyally, they may praise the
online auction web site and auction seller, express preference for the online auction
web site and auction seller over others, intend to increase the volume of their purchase
and so on (Zeithaml, Berry and Parasuraman 1996).

As defined, overall satisfaction of the online auction website and online
auction seller is defined as a positive affective state resulting from the appraisal of
all aspects of service relationship between the buyer and the online auction website
and online auction seller. Satisfied consumers are more likely to repeat purchase, to
resist competitive offers, and to generate positive word of mouth (Anderson and
Sullivan 1993; Bolton 1998; Bolton and Lemon 1999; Cronin and Taylor 1992;
Zeithaml, Berry, and Parasuraman 1996). Research in the American Customer
Satisfaction Index provides additional empirical support for loyalty responses as the
major consequence of consumer satisfaction (Fornell et al. 1996). Therefore we
model a direct effect of overall satisfaction to loyalty intention. Thus:

H5: The overall satisfaction of an online auction website will positively affect

buyers ’loyalty intention toward the online auction web site.

H6: The s overall satisfaction of an online auction seller will positively affect

buyers’loyalty intention toward the auction sellers.
Specific asset investment

Specific asset investment (SAI) refers to investments in assets that are dedicated
to a particular transaction partner and whose redeployment entails considerable
switching costs (Williamson, 1985). These idiosyncratic SAls to support a particular
exchange relationship may take different forms: they may be physical assets,

monetary assets, knowledge, personal relationships, skills and so on (Williamson
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1991; Chiou and Droge 2006). In our model, we have two constructs related to SAI:
buyers’ specific asset investment on the online auction website and buyers’ specific
asset investment on the auction sellers.

Buyers’ SAI on the online auction website refers to investments in physical or
human assets that are dedicated to a particular auction website and whose
redeployment entails considerable switching cost (Heide 1994; Joshi and Stump 1999).
For example, buyers will lose the accumulate credit points in the website if s/he
switch to other auction website. S/he also has to take time to get acquainted with flow,
system, function, business process of the auction web site when switch to other online
auction web site. Similarly, buyers’ SAI on the auction seller refers to investments in
physical or human assets that are dedicated to a particular brand owner and whose
redeployment entails considerable switching cost. For example, the buyer may need to
learn the seller’s specific way of doing business with the seller and spend time getting
acquainted with several different product types, functions, combinations, and
suitability for occasion of the seller’s product offering; this leads to knowledge asset
specificity.

SAI can be viewed as a type of switching cost (Burnham, Frels, and Mahajan
2003; Dick and Basu 1994; Hauser, Simester, and Wernerfelt 1994; Jones,
Mothersbaugh, and Beatty 2000; Lee and Cunningham 2001; Lee, Lee, and Feick
2001), which points to ways a firm can engender idiosyncratic assets on the part of the
buyer. A consumer’s SAI in a provider gives the provider some control over the
consumer (Jap and Ganesan 2000). The most prominent B2B solution offered by
transaction cost analysis to safeguard specific asset investments is vertical integration
(Williamson 1985). However, unlike firms, it is very difficult for a consumer to

vertically integrate the functions provided by the provider (DiMaggio and Louch
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1998). Therefore, rational buyers will try to avoid dependency in unsatisfactory
relationships by reducing the buildup of SAI. On the other hand, a buyer will increase

SAIl with a satisfactory online auction website or online auction seller. Therefore:

H7: Auction buyers’overall satisfaction of the online auction website will

positively affect his/her specific asset investments on the online auction website.

H8: Auction buyers "overall satisfaction of the auction seller will positively

affect his/her specific asset investments on the online auction seller.

Asset specificity creates dependency because considerable switching costs are
involved to replace the service provider (Heide and John 1988; Joshi and Stump
1999). We propose that loyalty intention is affected by SAI since most specific asset
investments are built up because of the buyer’s willingness to engage in a long-term
relationship. A long-term orientation may be prerequisite to securing the rents from
SAIl (Williamson 1985). Therefore, asset specificity should be a direct antecedent of
loyalty (Klemperer 1987; Wernerfelt 1985). Additionally, buyers may gradually
perceive that SAI increase exchange efficiency (Gwinner, Gremier, and Bitner 1998;
Stauss, Chojnachi and Hoffman 2001). Examples include: buyers communicating
more efficiently with sellers because of human specific assets; buyers reducing
buying task complexity through knowledge SAI; online auction website credit point
system creating SAI through nontransferable credit points. Therefore:

H9: Auction buyers’specific asset investments on the online auction website
will positively affect this/her loyalty intention toward the online auction

website.

H10: Auction buyers’specific asset investments on the online auction seller will

positively affect this/her loyalty intention toward the online auction seller.
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Online Auction Website Loyalty and Online Auction Seller Loyalty

The relationship between online auction websites and online auction sellers is
both cooperative and competitive. They have to be cooperative to attract more buyers
to visit the online auction website. However, the more buyers in the website the more
bargaining power of the online auction website. The sellers may be charged more fees
for listing and sales. Therefore, both the online auction website and online auction
seller want to create loyalty from the buyers. If the online auction website can secure
loyalty from the buyers, it will have more power in regulate the sellers in the online
auction website. On the other hand, if the online auction seller can secure loyalty from

the buyers, it can rely less on a specific online auction website to do business with.

Therefore it is interesting to explore the relationship between buyer’s loyalty
toward online auction website and loyalty toward online auction sellers. If a buyer is
loyal to an online auction website as a whole, s/he will praise the online auction web
site, express preference for the online auction web site over others, and increase the
volume of their purchase in the online auction website as a whole (Zeithaml, Berry
and Parasuraman 1996). This will reduce the loyalty toward a specific seller in the
online auction website. Therefore, it is predicted that the higher the online auction

website loyalty intention the lower the online auction seller loyalty intention.

The influence of the loyalty intention of online auction seller on the loyalty
intention of online auction website is predicted to be somewhat different. If a buyer is
loyal to an online auction seller, s/he will praise the online auction seller, express
preference for the online auction seller over others, and increase the volume of their
purchase in the online auction seller (Zeithaml, Berry and Parasuraman 1996). To a
buyer, however, the seller was met in the online auction website, s/he will give credits

to the online auction website for attracting these good sellers into the online auction
13



website. In addition, during the searching and transaction process, the service of the
online auction seller cannot be completed without the help from the online auction
website. Therefore, loyalty intention toward the seller will positively affect the online

auction website’s loyalty intention.

H11: Auction buyers’loyalty intention toward the online auction website will

negatively affect this/her loyalty intention toward the online auction seller.

H12: Auction buyers’loyalty intention toward the online auction seller will

positively affect this/her loyalty intention toward the online auction website.

Method

Study Respondents

To reach online auction buyers, an Internet-based survey was employed to
gather information. With the cooperation from the online auction websites, we posted
an invitation letter in the discussion forums of two major online auction websites,
Yahoo auction and Ruten, in Taiwan. Ruten is a joint venture between PChome
Taiwan and eBay after eBay decided to withdraw from the Taiwanese market in mid
2006. Ruten auction website vowed to enable people to buy and sell at fixed price
which is one of the major competitive strategies for Yahoo auction in Asia pacific and
Japanese markets. In order to attract buyers and sellers into the auction website, Ruten
offer free listing and transaction fee until this very moment. The online auction
market in Taiwan is estimated to reach 2.4 billion USD according Marketing

Intelligence Center, Taiwan.

A hyperlink that linked the respondents to the web-based questionnaire was

included in the invitation letter. The respondents were guaranteed that all answers
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were anonymous and about 5% of them would be randomly selected to receive a free
iPod shuffle to encourage them to fill out the questionnaire. All respondents have to
write down their correct email addresses for the researchers to contact them when
their names are drawn from the random lottery. These email address enable us to do
the double checking of questionnaire quality more precisely. To ensure that all
respondents have experience of being a buyer in the online auction website, only
those have purchased at least once in the past three month are included in the sample.
221 respondents completed the questionnaire successfully. Our sampling method was
successful in soliciting respondents with varied personal characteristics, and the
background proportion was consistent with surveys of typical online auction buyers in
Taiwan. They varied in gender (female, 73.8%; male, 26.2%), age (< 18 years of age,
13.2%; 19-23 years of age, 32.6%; 24-28 years of age, 29%, 29-35 years of age, 20%,
>36 years of age, 3.6%), and education (high school and below, 23.2%; university or
higher 76.8%), most often used online auction website (Yahoo, 85.6; Ruten, 13.4%),
and new or used product preferred (new product, 63.7%; used product, 5.8; indifferent,

30.5%).

The profile of our respondents is consistent with the recent national survey by

insightxplorer Limited (http://www.insightxplorer.com) in the end of 2006. In the

survey, it found that females and aged between 25 and 34 were the major buyers in
the online auction website. Yahoo auction is also the major online auction website (the
ever used rate is 96.8% for Yahoo auction and 22.4% for Ruten). More than 62.4
buyers prefer new products instead of used ones in the online auction website. The
data also confirmed that most buyers purchase product directly from the auction

website instead through auction process (direct purchase, 78.8%; auction, 21.2%).
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Measure Development

There are two parts of the questionnaire. The first part focuses on the variables
regarding the online auction website and the second part focuses on the online auction
seller. The respondents were first asked their two most often used online auction
websites. To increase the variances of the data, half of them answered the questions
based on the most often used online auction website and the other half answered the
questions based on the second most often used online auction website. In the second
part of the questionnaire, the respondents were asked their two most often purchased
online auction sellers. To increase the variances of the data, half of them answered the
questions based on the most often used online auction seller and the other half
answered the questions based on the second most often used online auction seller.

Self-administrated questionnaire were used for all measures. Where possible,
established scales were used to measure the latent constructs in this study (see Table
1). Measures of service quality of online auction website and online auction seller are
based on E-S-Qual and E-RecS-QUAL (Parasuraman, Zeithaml, and Malhotra 2005).
As suggested by Parasuraman, Zeithaml, and Malhotra (2005), not all elements of the
scale are suitable for the online auction industry. For the service quality of online
auction website, only efficiency, system availability, privacy, compensation, and
contact sub-dimension are included. All the questions are developed based on the
original items in the scale except compensation. Since the online auction website
normally provide transaction protection to compensate its buyers. We focused the
compensation items on transaction protection and dispute resolution. For the online
auction seller, only fulfillment, responsiveness, compensation, and contact
sub-dimension are included in this study. All the questions are developed based on the

original items in the scale.
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The perceived value of using online auction website and online auction seller
focus on the whether the website and seller have product variety and price
competitiveness. Overall satisfaction was measured by three “strongly agree (5)” to
“strongly disagree (1) Likert scales taken from Oliver (1980). The measures of asset
specificity were developed by consulting the five-point Likert scales developed by
Chiou and Droge (2006), Jones et al. (2000), and Jap and Ganesan (2000). Since asset
specificity is context relevant, a field pre-test was conducted to finalize the scales for
the study’s context. Loyalty intention was assessed by the measures developed by
proposed by Selin et al. (1988), Muncy (1983). These measures were used by
Pritchard, Havitz, and Howard (1999) and were rated on a 5-point scale from strongly

agree to strongly disagree.

Data Analysis Method

Following Anderson and Gerbing’s (1998) work, the models were tested using a
two-stage structural equation model. First, we performed Confirmatory Factor
Analysis (CFA) to evaluate construct validity regarding convergent and discriminant
validity. In the second stage, we performed path analysis to test the research
hypotheses empirically. The path-analytic procedure is becoming common in studies
in which a small sample size (relative the total variables in the estimated model)
restricts the use of the full structural equation model (c.f., Li and Calantone 1998;

Chaudhuri and Holbrook 2001).
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Results
Measurement Model
CFAs were used to test the adequacy of the measurement model. We estimated
the proposed measurement model using LISREL 8.50. The adequacy of the
measurement models was evaluated on the criteria of overall fit with the data,
convergent validity, discriminant validity, and reliability. The results indicate
reasonable overall fits between the model and the observed data. The overall fit of

measurement model werey 2(2008)=4119.45, p=.000, CFI=.97, NFI=.94 NNFI=.97.

NFI, NNFI and CFI exceeded the recommended .90 threshold levels (Bollen 1989;
Hoyle and Panter 1995; Hu and Bentler 1995).

According to Anderson and Gerbing (1988), convergent validity can be
assessed by determining whether each indicator’s estimated pattern coefficient on its
proposed underlying construct is significant (greater than twice its standard error). An
examination of the indicator loadings indicated that all factors loadings for individual
indicator were significant. An inspection of the Cronbach’s alpha coefficients reveals
that, among the eight alpha coefficients, all constructs are greater than .78 except SAI
on the online auction seller (alpha =0.61), which indicates acceptable reliability
(Nunnally 1978). These results provided supports for the unidimensionality of the
scales.

The most common test of discriminant validity is that the confidence interval
around the correlation between any two latent constructs does not include 1 (Smith
and Barclay 1997). None of the correlations between latent constructs for both CFA
models did reach 1. A more conservative test of discriminant validity involves
comparing the values of models that either free or constrain (to a value of 1) the phi

value and testing whether the constraint causes a significant decrease in fit (Bagozzi,
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Yi, and Phillips 1992). Again in all cases, the overall fits of the models were
significantly diminished by constraining the correlation to 1. Therefore, it is
concluded that discriminant validity is adequate for the measurement model.

Having satisfied the requirement raising from the measurement issues, we
subsequently tested the structural relationship using path analysis through structural
equation procedure. The constructs in the path model were represented with
summated scores using equally weighted scales developed from the results of the

confirmatory factor analysis.

The Path Model and Hypothesis Testing
Table 4 present the assessment of overall model fit and the tests of research
hypotheses. As shown, the results of path model indicated an adequate fit of the model:

X 2(52):340.43, p=.00, NFI=.97, NNFI=.94, FI=.91. NFI, NNFI and CFI exceeded the

recommended .90 threshold levels (Bollen 1989; Hoyle and Panter 1995; Hu and
Bentler 1995). The relationships between the constructs were examined using path
coefficients in the model. The coefficients of hypothesis testing were presented in
Table 2.
The relationship between e-service quality and overall satisfaction

For the online auction website, the e-service quality dimension of efficiency,
privacy, and compensation were found to have significant impact on overall
satisfaction of online auction website (y= .44, p <.01; y=.23,p <.01; y=.18, p<.01,
respectively). However, the e-service quality dimension of system availability and
contact did not have significant relationship with overall satisfaction. Therefore, H1

was partially supported by the data. For the online auction seller, all measured

19



e-service quality dimensions had significant relationship with overall satisfaction
(fulfillment, y = .43, p < .01, responsiveness, y= .18, p < .01; compensation, y= .07, p
< .05, contact, y= .12, p < .01, respectively). Therefore, H2 was supported by the
data.

The relationship between perceived value and overall satisfaction

Perceived value of purchasing at the online auction website was found to affect
overall satisfaction of the online auction website significantly (y = .14, p < .01).
Similarly, perceived value of purchasing at the online auction seller was also found to
have an significant relationship with the overall satisfaction of the online auction
seller (y=.18, p <.01). Therefore, h3 and H4 were supported by the data.

The relationship among overall satisfaction, SAI, and loyalty intention

Overall satisfaction of the online auction website was found to have significant
relationship with loyalty intention of the online auction website (y = .72, p < .01).
Similarly, overall satisfaction of the online auction seller was found to have
significant relationship with loyalty intention of the online auction seller (y= .72, p
< .01). Therefore, H5 and H6 were confirmed by the data.

Overall satisfaction of the online auction website was also found to have a
significant impact on buyer’s SAI toward the online auction website (y = .44, p < .01).
Likewise, overall satisfaction of the online auction seller was found to have
significant relationship with buyer’s SAI toward the online auction seller (y= .25, p
<.01). Therefore, H7 and H8 were supported by the data.

Finally, buyer’s SAI toward the online auction website was found to have a
significant relationship with the loyalty intention of the online auction website (y= .25,
p < .01) and buyer’s SAI toward the online auction seller was found to have a

significant relationship with the loyalty intention of the online auction seller (y = .29,
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p <.01). Therefore, H9 and H10 were supported by the data.
The relationship among overall satisfaction, SAI, and loyalty intention

The loyalty intention of online auction website was found to affect the loyalty
intention of online auction seller negatively and significantly (y=-.10, p < .01). On
the other hand, the loyalty intention of online auction seller was found to affect the
loyalty intention of online auction seller positively and significantly (y= .13, p < .01).

These results confirmed H11 and H12.

Discussions and Implications

The results of this study confirm that the e-service quality of the online auction
website regarding efficiency, privacy, and compensation has significant impact on
overall satisfaction of online auction website. In addition, the e-service quality of the
online auction seller regarding fulfillment, responsiveness, compensation, and contact
has significant impact on overall satisfaction of the online auction website. These
results demonstrate that e-service quality is very important for securing buyer
satisfaction. Both the online auction website and the online auction seller have to pay
attention to various aspects of e-service quality improvement to increase buyer

satisfaction.

It is also found that overall satisfaction of the online auction website and the
online auction seller will not only affect the loyalty intention of the online auction
website and the online auction seller, but also affect the SAI of the buyers on the
online auction website and the online auction seller. SAI is found to affect loyalty
intention in both the online auction website and the online auction seller. These results
again exhibit the pivotal role of overall satisfaction in forming buyer loyalty intention
toward the online auction website and online auction seller. Without satisfaction,

buyers won’t invest specific asset on the relationship with the online auction website
21



and the online auction seller. Without satisfaction, buyers won’t show positive loyalty
intention toward the online auction website and the online auction seller. Both online
auction websites and online auction sellers have to provide chances for their satisfied
buyers to experience more aspects of their services to create SAl with them. Buyers’
SAI on the online auction website refers to investments in physical or human assets
that are dedicated to a particular auction website and whose redeployment entails
considerable switching cost. The higher the SAI of the buyers, the stronger the loyalty

intention.

It is interested to find that loyalty intention toward the online auction seller
positively affects the loyalty intention toward the online auction website, whereas the
loyalty intention toward the online auction website negatively affects the loyalty
intention toward the online auction seller. These results demonstrate that the managers
in the online auction website shouldn’t overreact to the strong relationship between
buyers and a specific seller. The positive relationship between buyers and sellers can
induce buyer’s loyalty intention toward the online auction website because it
improves confidence for the buyer in the online auction website in attracting good
sellers. This would induce them to use more the service provided by the online
auction website. More importantly, when a buyer is loyal to an online auction website,
s/he will be less likely to stick to a specific seller in the online auction website. This
may provide reason why eBay enjoy ever strong competitive advantage in the US
market (Aldridge 2004), while its Asian expansion has been rocky (Vara and Chao
2006). In most of these markets, eBay was a late entrant and cannot provide adapted

e-service quality in the markets in the very beginning.

The results of this study provide less positive news for the online auction seller. A

seller in an online auction website should be very careful in making online auction
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website change decision. Although a seller can secure buyers’ loyalty intention by
providing strong e-service quality, overall satisfaction and SAI, the buyers may not be
very enthusiastic in moving with it to other auction website. More importantly, since
sellers normally have to invest specific asset in its relationship with the online auction
website such as the knowledge of using the online auction website and the
accumulated credit point in the website, etc, it becomes more difficult for it to switch
among different online auction website as it would wish. The decision of changing

online auction websites to sell it products should go gradually instead of at once.

There are several limitations for this study. The first limitation is the
cross-sectional design employed. To provide a stronger inference, the model
developed and tested here could benefit from being tested in a longitudinal design.
Second, this study focuses solely on buyers’ perception on the online auction website
and the seller in the website. Further research can incorporate the relationship
between the seller and the online auction website to explore the interactive
relationship among these three parties. Finally, our study examines the antecedents of
the online auction website and the online auction seller in a single country. Although
this setting allowed for control over extraneous factors, the findings may have limited
generalizability to other countries. Past research has found that culture plays a
significant role in Internet based e-shopping behaviors (Liao and Cheung 2001). The
strength and relative importance of the proposed constructs in this study may differ by

culture. More studies in other societies is needed for confirming the proposed model.
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Table 1 Measurement Scale

Item Loading a
(t value)
E-Service Quality of Online Auction Website
Efficiency
This site makes it easy to find what I need. 0.72(12.07) | 0.91
This site makes it easy to get anywhere on the site. 0.70(11.79)
This site enables me to complete a transaction quickly. 0.79(13.88)
Information at this site is well organized. 0.77(13.28)
This site loads its pages fast. 0.71(11.81)
This site is simple to use. 0.84(15.31)
This site enables me to get on to it quickly. 0.83(15.07)
This site is well organized. 0.46(7.10)
This site’s auction system enable me to manage my auction efficiently 0.76(13.05)
The system of this site’s make me easy to find good priced products 0.55(8.57)
System Availability
This site is always available for business. 0.88(16.12) | 0.88
This site launches and runs right away. 0.91(17.31)
This site does not crash. 0.66(10.69)
Pages at this site do not freeze after | enter my order information. 0.69(11.33)
Privacy
This site protects information about my Web-shopping behavior. 0.87(16.22) | 0.94
This site does not share my personal information with other sites. 0.95(18.55)
This site protects information about my credit card. 0.92(17.76)
Contact
This site provides a telephone number to reach the company. 0.87(15.67) | 0.88
This site has customer service representatives available online 0.75(12.57)
This site offers the ability to speak to a live person if there is a problem. | 0.92(17.07)
Compensation 0.93
This site helps me resolve transaction dispute when there is one. 0.89(16.85)
This site offers comprehensive buyer protection program 0.85(15.64)
This site proactively involves in solving transaction disputes. 0.97(19.32)
E-service Quality of seller in the Online Auction Website
Fulfillment
The seller delivers order when promised. 0.92(19.75) | 0.96
The seller makes items available for delivery within a suitable time 0.95(19.11)
frame.
The seller quickly delivers what | order. 0.95(18.94)
The seller sends out the items ordered. 0.93(18.33)
The seller has in stock the items the company claims to have. 0.62(10.07)
It is truthful about the seller’s offerings. 0.90(17.35)
The seller makes accurate promises about delivery of products. 0.91(17.67)
Responsiveness
The seller provides me with convenient options for returning items. 0.83(15.19) | 0.96
The seller handles product returns well. 0.92(17.85)
The seller offers a meaningful guarantee. 0.89(17.02)
The seller tells me what to do if my transaction is not processed. 0.94(18.68)
The seller takes care of problems promptly. 0.94(18.56)
Compensation
The seller compensates me for problems he creates. 0.93(18.13) | 0.91
The seller compensates me when what | ordered doesn’t arrive on time. | 0.88(16.47)
The seller picks up items | want to return from my home or business. 0.80(14.04)
Contact
The seller provides a telephone number to reach the company. 0.95(18.95) | 0.94
The seller has customer service representatives available online. 0.86(16.06)
The seller offers the ability to speak to a live person if there is a 0.96(19.13)
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problem.

Perceived Value of purchasing from the Online Auction Website

I can easily find price/value product from the auction website because it 0.85(15.03) | 0.84
carry a large pool of product varieties.
I have more seller choices because it carries a large pool of sellers. 0.91(16.84)
I have confidence in this website because it carries a large pool of good 0.65(10.35)
credit sellers.
Perceived Value of purchasing from the Seller
The seller’s products are very unique. 0.65(10.26) | 0.79
The seller’s products is vary price competitive. 0.84(14.55)
The seller carries a large pool of product varieties. 0.74(12.37)
Overall Satisfaction of the Online Auction Website
I am happy about my decision to choose the online auction website 0.89(16.79) | 0.93
I believe | did the right thing when I used the online auction website 0.93(18.17)
Overall, | am satisfied with the decision to use the online auction website 0.90(17.25)
Overall Satisfaction of the Online Auction Seller
I am happy about my decision to choose the online auction seller 0.97(19.88) | 0.97
| believe | did the right thing when | used the online auction seller 0.96(19.22)
Overall, I am satisfied with the decision to use the online auction seller 0.94(18.68)
SAI on the online Auction Website
I will not be used to the interface of other website, if | switch to other online | 0.75(11.43) | 0.61
auction website.
I have to spend a lot of time to understand how to use an online auction 0.83(12.95)
website, if | switch to other online auction website.
I will lose the credit point of current online auction website, if | switch to 0.51(7.28)
other online auction website.
I don’t really care whether | should continue to use this online auction 0.20( 2.71)
website or not.
SAI on the online Auction Seller
I will not be used to the transaction method, if | switch to other seller. 0.77(12.75) | 0.85
I will lose the special treatment benefit if | switch to other seller. 0.74(12.06)
I have spend a lot of efforts in evaluating whether the seller meet my needs. 0.73(11.89)
I have to spend a lot of time to get used to the communication style of the 0.81(13.64)
seller, if | switch to other seller.
Loyalty toward the Online Auction Website
If | had to do it over again, | would choose the online auction website 0.91(17.36) | 0.91
I try to use the online auction website because it is the best choice for me 0.90(17.10)
I consider myself to be a loyal patron of the online auction website 0.83(14.66)
Loyalty toward the Online Auction Seller
If | had to do it over again, | would choose the online auction seller 0.93(18.07) | 0.90
I try to use the online auction seller because it is the best choice for me 0.95(18.62)
I consider myself to be a loyal patron of the online auction seller 0.73(12.51)
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Table 2: Tests of the Hypotheses

Path Coefficients
Path (t-value in parentheses)
H1la: SQefficiencywen—>Satwen 44 (7.81, p<0.01)
H1b: SQsystemyen —>Satwen -.07 (-1.27,n.s.)
H1c: SQprivacywe, —>Satwen 23 (4.74, p<0.01)
H1d: SQcompensationye, —> Satwen .18 (3.96, p<0.01)
H1le: SQcontactye, = Satwen .00 (.01,ns)
H2a: SQfulfillmentsejier = Satseiier 43 (9.74, p<0.01)
H2b: SQresponsivenessseiier = Satselier .18 (3.27, p<0.01)
H2c: SQcompensationsegier —>Satseier .07 (1.67, p<0.05)
H2d: SQcontactseer —>Satseljer .12 (3.07, p<0.01)
H3: Perceived Valuewes,—> Satwen .14 (3.08, p<0.01)
H4: Perceived Valueseier—> Satselier 18 (4.77, p<0.01)
H5: Satwen —>Loyalwep .72 (23.54, p<0.01)
H6: Satseiier = LOYalserer .72 (20.85, p<0.01)
H7: Satwer—> SAlwep 44 (9.64, p<0.01)
H8 : Satseiier = SAlselier .25 (5.02, p<0.01)
H9: SAlwe, —>Loyalwes 14 (4.52, p<0.01)
H10: SAlseiier > Loyalseier .29 (9.05, p<0.01)
H11: Loyalwe,—> Loyalserer -.10 (-2.84, p<0.01)
H12: Loyalseie—> Loyalwen 13 (4.47, p<0.01)
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