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Abstract

This research aims to enhance our knowledge ofriatgpurchase behavior by proposing a new
model which draws from three disciplines: consurbehavior, decision analysis and IS. A
research methodology has been designed to capter&ynamic process that Internet shoppers
follow when they are engaged in a shopping expeeeand the influences of their interactions
with the environment on their behavior. Data from mternet panel data provider, video
recording sessions and questionnaires will be ctdlé to capture the purchase behavior process
and establish the contextual factaad the possibilities of cross-channel behaviotha three
different sectors of banking, groceries and mopi®nes. The proposed model will be revised
based on the results of our study. The theoretical empirical results will inform the three
literatures of this study. Companies will also bieleato devise winning strategies by better
understanding their consumers’ Internet shoppinigawéor.

Keywords: Internet shopping, consumer behavior, consumessibecmaking, decision models, electronic
commerce
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Human Behavior and IT

I ntroduction

In the last decade, the Internet has become ammensr marketplace for exchange of products and cesvi
Accessibility of large amounts of information, lowgearch costs and intangibility of products andilers have
changed shoppers habits. The Internet has turnadptawerful force that influences buying behavidcGaughey
and Mason 1998). In fact, by decreasing the seewsts, providing the possibility of visiting diffemt shops at the
same time, and comparing various alternatives $amebusly, the Internet has made all the informadiod market
players easily available (Daniel and Klimis 1998)has consequently increased the competition byaimg the
monopoly power of sellers (Bakos 1991; Bakos 1987 changed consumer behavior by offering themrsive
types of convenience to search for information,lwata different options, and make a purchase (M2064;
Constantinides 2004). In addition, the Internetaashannel has an impact on shoppers’ behavior altoits for
cross-channel purchases. This means that diffestages of the purchase process might take plactheitnternet
channel or physical shops.

The aim of this research is to understand how heteshoppers behave and how the Internet has athahge
shopping behavior of customers. For this purposmodel of Internet shopper behavior will be develbmand
compared with the traditional purchase behavior @h@dich has been used for more than four decddesder to
develop the Internet shopper behavior model, presijoproposed conceptual models, new concepts tadies of
the digital world, empirical results from Interr@nel data as well as analysis of Internet shoppefrgavior while
performing a purchase task will be brought together

This work proposes a conceptual model of Interfetpper behavior by reviewing a number of studiesnfr
different disciplines. A combination of researchthogls such as an analysis of recorded data fromtamet panel
data provider and video recording techniques wélldombined in order to capture the purchase decisiaking
process that Internet shoppers follow and finaflyise the conceptual model. Three different seatbisanking,
groceries and mobile phones have been choseni$osttidy as they are growing markets that havebeeh studied
as extensively as other markets such as books Bxsd @n top of that, these sectors are differerth@nature of
their products/ services, predominantly offeringvis (banking), goods (groceries) or a combimaid both
(mobile phones).

Contributions of this research are not limited e tonsumer behavior and IS literatures. The dpwedmt of a
revised model of Internet shopper behavior thatigported by empirical evidence in different seigill benefit e-
businesses by increasing their knowledge of theirsamers. They could then enhance their Interneketing
strategies based on such knowledge.

Resear ch Focus

Understanding Internet shoppers’ behavior requireterstanding of buyers in general and the effethelnternet
environment on their behavior and decision makifbe three different disciplines of Information sysis,
consumer behavior and decision sciences have bseth 10 establish contextual factors such as Integind
shoppers’ characteristics and explore Internethse behavior and purchase decision making.

I nternet Penetration

In the last decade, a vast number of researchers simdied behavior of Internet users in relationvarious
behavioral models introduced before for other cxdsteuch as the technology acceptance model TAMiéDet al.
1989), the theory of planned behavior TPB (AjzeB3;Ajzen 1991) and the theory of reasoned actiRA TAjzen
and Fishbein 1980). Even though these models hawvd&eaen developed for the Internet context, a wadee of
studies has investigated their applicability faiehmet usage and online purchase behavior (Leé¢adr 2000; Shih
2004; Pavlou 2003; Koufaris 2003; Pikkarainen eR@D4; George 2004; Pavlou and Fygenson 2006206&b).
In fact, “recently, the Internet was the most wydepplied target technology in TAM studies” (Leeakt 2003).
Despite their differences, utilization of these misdin the Internet context investigates the factmd constructs
that affect Internet usage (Agarwal and Karahar®@0p However, Internet usage and penetration hegased
remarkably in the last years (Figure 1). This iaths that Internet usage is becoming ubiquitoust@om@ and more
people are going online to perform various taskierhet shopping is one of the activities whoseiw@ has been
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raised noticeably. It was 14.5% higher in 2009h® value of $348.6 billion worldwide, and is alstieipated to
reach $778.6 billion, increasing by nearly 125% 2314 (Datamonitor 2010). At the same time dramatic
acceleration in the broadband usage and implicatadiWweb 2.0 applications which enable wide pagrtitibn of
consumers in social activities and consumer-geagredntent have changed the behavior of buyersu@and
Dwivedi 2007; Constantinides and Fountain 2008;,ela2008) (Figure 2). In fact, the issue that ently requires
more attention is how the Internet is being usatifw it affects user behavior rather than wheitisrused.
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Figure2. World Broadband penetration , source:
International Telecommunication Union

I nternet Purchase Behavior

The way Internet shoppers behave has always begreaf interest to academics and e-businessesdém t win
customers in such a competitive market place, whtrhe competitors and their products are easilgessible to
consumers, companies require a deep understanéitigeio customers. However, Internet shoppers ateonly
buyers but also Internet users (Koufaris 2003).ré&teee their behavior is affected by general pusehlated
factors and also their interaction with the Intéresvironment. Online consumers are more “poweramanding
and utilitarian in their shopping expeditions” (Kats 2003), as they get the control of the sitwatand actively
“pull” the information they need rather than waitifor marketers to “push” them (Court et al. 2009). top of that,
online consumers have specific needs and concenichwstem from the characteristics of the onlingiremment
such as the risk of being a victim of credit caialifl or the possibility of receiving different prads from the ones
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that were ordered (Bhatnagar et al. 2000). In addito the obvious characteristics of the Interasta virtual
market, Web 2.0 features provide a highly dynarfatfprm where web commutations are becoming moceraore
interactive which in return changes user behav@ngtantinides and Fountain 2008). Therefore, “sletpping
behavior does not necessarily follow traditionahsamer behavior” (May et al. 2005). E-businessesemnter
challenges that current knowledge of consumer @setbehavior is not able to solve. In fact, tradai consumer
behavior knowledge cannot be applied to the Inteshepping environment directly, but has to berattefor the
context of Internet shopping.

Traditional Purchase Behavior Model

Although Internet shopping behaviors are differgam the traditional ones, there are a lot of commaativities
which are inevitable parts of purchase behaviorarig context. For example, information search, wat#dn of
collected or known information and making the pasgare common in any buying activity. A numbestofies
have captured the stages of the traditional pumasocess (Engel, Kollat and Blackwell 1968; Hosvand Sheth
1969; Nicosia 1976; Erasmus et al. 2001). Theittoadl model of consumer behavior (Figure 3) hasrbderived
from these studies and has been used as a stamdalel in the consumer behavior literature (seeefaample
Graham 1981; Van der Heijden 2003; Terpsidis etl@P7). It has also been used to compare transactio
traditional and virtual marketplaces (Butler andppPard, 1998). Therefore, the traditional model es the
backbone of any purchase behavior study. It defithes five stages of the process i.e. problem reitiogn
information search, evaluation of alternativescpase decision, and post-purchase behavior stages.

Need/want | Information | Evaluation of | Purchase .| Post-Purchase
recognition | Search | alternatives Behaviour

Figure 3. Traditional purchase behavior model, source: adapted from Butler and Peppard 1998

I nternet Based Models

Recently, the study of Internet purchase behawisrémerged in the consumer behavior literatureteTare a few
Internet purchase models proposed by previous egudioncentrating on various aspects of behavioh sis
satisfaction and factors influencing the purchase’s model (2002) for instance, concentrates erfdltors which
affect Internet purchase decisions. Although sotages of purchase are defined, they are very geaedado not
indicate the behavior of Internet shopper. The rhofl&mith and Rupp (2003), based on Kanuk andfBohi’s
work (2000), is another example of general modelshows the influences of external and psycholmigiactors
while ignoring the details of the behavior of Imtet shopper during the purchase. Some other msedelsas Chen
and Chang (2003) illustrate technological companiéméolved in an online shopping experience. Thegwsthe
effects of these components’ characteristics orusiee satisfaction. Providing some empirical evigehy in-depth
interview is a remarkable advantage for this stulywever, it is not concerned with how Internetgbers behave
while interacting with the environment and makingurchase decision. For instance, search behanibruae of
search engines which is one of the main issuesilagfeoshopping experience is not indicated. In,fduse models
depict a list of factors that affect Internet sheppehavior. They do not specify how behavior @psd during the
interaction. The purpose of this research is maddtiow Internet shoppers behave and how the Irttehagpes their
purchase behavior. Therefore, the process whidrrat shoppers follow while interacting with thevieanment
would be captured and divided into different stagdét®rwards, their behavior in each stage wilabalyzed.

In order to capture the behavior of Internet sheppthis study has adopted the consumer behavifimiteen
proposed by Belch and Belch (1998). They suggest ¢bnsumer behavior is “the process and activjjesple
engage in when searching for, selecting, purchasisigg, evaluating, and disposing of products setdices so as
to satisfy their needs and desires”. The same itiefirwas used by McGaughey and Mason (1998) whaatong
the first researchers discussing the impacts ofltibernet on consumer behavior. They studied theental
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influences of Internet on the five stages of thaditional purchase behavior model; problem recammit
information search, alternative evaluation, purehagost-purchase behavior. However, like the migjoaf
researchers in the area, they have developed hggeghand conceptual models rather than providifficisat
empirical evidence (McGaughey and Mason 1998; Mz@Gw).

Consumer Search Behavior Studies

One of the important stages of Internet purchadevier is the search behavior. There are a nhumbetudies
which have concentrated only on the search beha¥itmternet shoppers (Klein 1998; Johnson et @04). Kaas
(1982) studied search behavior of consumers in metails by dividing it into different stages in wh shoppers
start the process or spend more time based onkhewledge of the market and frequency of purctigggure 4).
Sproule and Archer 2000 have used this concepgtaretcommerce context. If they are unfamiliar vétproduct,
they will enter the “concept-forming” “to learn altothe relevant attributes of the product categorgt determine
the appropriate choice criteria” (Sproule and ArcB@00) and move to next step. Infrequent consumeas are
familiar with the product category enter the segoobcess from the brand information stage wherg thellect
brand-specific information to compare the importattributes” with their criteria (Sproule and Arch2000).
Afterwards, they move to the situational informatistage (Kaas 1982). For frequent purchases, carsuamly
require a set of situational attributes, such @&sepand availability, to compare the possible alitives. They enter
the last stage of search from the beginning.

Concept-forming R Brand Situational
Information " Information Information
New product purcha_se_ ______________ >Frequent Purchase

Figure 4. Stagesof information search, source: Sproule and Archer
2000

Proposed Model of Internet Shopper Behavior

A preliminary model based on the literature hambg®posed in this paper (Figure 5). The proposedeihas the
traditional purchase behavior model as its basewd¥er, the sequential structure has changed tonaimear
process in which there is a possibility of jumpittgthe previous stages at any point during the gg®cThis
structure is essential for the Internet environmehtere shoppers control the process themselvescarate a
dynamic behavior. As search is one of the mainspafrthe Internet purchase behavior, it has bdestihted with
more details according to the study of Kaas (1982) Sproule and Archer (2000). We have also added a
formulation stage which is an important step in aegision analysis, mentioned by many scholarseicisibn
science literature (Holtzman 1989; Papamichail Rutbertson 2005; Regan and Holtzman 1995). As it lwan
noticed from figure 5, there is a constant intecacbetween phases of purchase and formulatiorcitbn model.
Any action taken by Internet shopper such as seaxaiuation and even post-purchase behavior naiglihge the
formulation of decision model. This model suppdhts cycles that might occur during the purchastaéoprevious
stages as well as the possibility of skipping seiages.

This preliminary model will be revised for Interraintext according to empirical evidence. It walké into account
the general characteristics of the Internet thangles the traditional behavior as well as the autére features of
this dynamic and self controlled environment thif¢c the behavior during the interactions. In artte make the
Internet shopper behavior model more precise amgedo the real world experiences, Internet shoppkavior in

three different sectors of banking, groceries amthita phones will be analyzed and compared. Thestwss were
chosen because of their different characterisiios.example, there are different types of prodirstslved such as
tangible goods, services and a mixture of both. fraquency of purchase, price and the level of gldo vary
remarkably. The cross sector analysis of this stwily be a step towards more applicable Internehawioral

models.
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Formulation of decision
model

Y

I I T 0 n

Need/want Information Evaluation of Purchase Post-Purchase
recognition Search alternatives Behaviour
A
y
Concept Brand Situational
formulation information information

Figure5. Proposed model of Internet shopper behavior

M ethodol ogy

Capturing the I nteractive Behavior

The aim of this research is to understand how titermet affects the shopping behavior of buyersalyses of
Internet shoppers’ behavior includes not only hbeytbehave while utilizing the facilities of thisvéronment but
also how their behavior changes depending on thtgiractions with the environment or in other wortie effects
of the environment on their behavior. Internet pase is a dynamic process in which both Internepgérs and
marketers play an important role in shaping thecgss (Figure 6). Internet and shopper charactistifect the
process. Therefore, both characteristics shouladdresidered in the analysis of shopping behaviomurCet al.
(2009) has illustrated influential elements in vas stages of the Internet purchase process. Tilg stiggests that
in addition to the characteristics of the two efia$ernet and shopper), interactions of Internetpgiers with the
store, intermediaries and agents is a key elenmantaffects different stages of the Internet puseharocess (12%
influence in choosing the alternatives during th&earch, 26% in the evaluation stage, and mostrianty by 43%
during the purchase stage). This indicates ttafittal stage is mostly affected by the interactiohherefore, the
purchase process can be understood by the anabysitbe shopper characteristics, merchant and ptoduc
characteristics as well as the dynamic interactimigveen the two ends. As the Internet shoppesbehrelies on
dynamic sets of interrelated choices, it can ordyassessed and analyzed by looking at the wholeegsoas it
occurs. In fact, behavior during the interactioowdd be captured and finally modeled.

Dynamic Interaction

v
Internet Internet
shoppe

Shopper
Characteristics

Internet
Characteristics

=

A

Shopper behaviour based
on personal and Internet
characteristics

Behaviour based on
Dynamic Interaction

¢ -------

Figure 6. Dynamic nature of interactions
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Video Recording

As there is not a well-defined model of Internebgber behavior available, qualitative researcheguired to
capture this behavior in different stages of thecpase process. Video recording has been usedebiefanalyze
phases of behavior (Weingart 1997). It can be usezhpture all the behaviors of Internet shoppers the steps
they may repeat or skip. In fact, observing thenenshopping behavior while Internet shoppers avelved in the
process can facilitate our understanding of diffelehavioral patterns (Ranaweera, Gordon and B20(33).

A different scenario of purchase will be defined éach of the three sectors. Participants will grenfthe defined
Internet purchase tasks. All their actions from finst webpage they open to the point where thegosk their
favorable supplier will be recorded by a video relaag technique. They will be asked to talk abotanthey are
doing and how they are feeling during each stagéhefinteraction. An important issue in the anaysi their
behavior is that their behavior might be attributedlifferent reasons. For instance, search abéginning could be
a general information search but at the end ofptfeeess might indicate uncertainty and doubt irir theernet
shopping experience. Only by asking them to sawdlwhat they are doing or how they are feeling,hsuc
differences can be identified. In addition, thenfatation of a decision model can only be understitwdugh their
own description of the process, by identifying ttages where they formulate their knowledge anokimétion to
create objectives and alternatives and make aideas the next action to be taken. For the anglybe stages that
Internet shoppers follow will be identified and qoamed with the model. We will not restrict oursalvi® the
elements of the model, on the contrary, data itsédfht create other boxes in the model which ateknown and
this is one of the advantages of qualitative redead8ome of the behavioral aspects that will béusted are drawn
from the literature (Klein 1998; Kaas 1982; Johnsbml. 2004). For example, search behavior caaskessed by
time spent on the search, use of search enginesheruof sources consulted, variation of sourcesramdber of
repeated and skipped steps.

Preliminary Questionnaire

In order to collect data on the shopper charatiesisa questionnaire has been designed that wildministrated
prior to the video recording sessions. Demograpthtson 2004; Ranaweera et al. 2005; Middleton 19pvious

knowledge and experiences (Middleton 1994; Bru@&51 Rao and Monroe 1988; Rickwood and White 20889,

Internet usage skills (Koufaris 2003; Moon 2004)ickhhave been shown to influence the Internet saopp
behavior, are the characteristics that will be yred in relation to the purchase behavior.

Final Questionnaire

It should be noted that participants will stop lwefoompleting the purchase. Therefore, they wilabked to answer
a short questionnaire at the end of the task &bésh whether they would have finished the purehasreality or

they would have optted for offline purchase aftathgring the information online and the reasontiat decision.

Possible post-purchase behaviors that they mighsider getting involved with, such as re-purchasdine or

general Word of Mouth (WOM) will be also questionékhis research step will collect data on crossideh

behavior by asking participants about the alteweatihannel they might use at any stage of the psoddthough

their answers to the questions regarding the psechad post-purchase behavior might not be exastly real life,

according to Ajzen (1991), behavioral intentionaisstrong predictor of actual behavior. Therefongstamer

Intentions are used instead to measure the purelmaspost-purchase behavior.

Analysis of Visited Websites

As it was mentioned before, shoppers’ behaviornituénced by the characteristics of the interfaseytare
interacting with. Therefore, it is crucial to loak the particular characteristics of the visitadssi For this purpose,
the websites that participants have visited willdssessed based on the type of the website (infiomsite, a
retailer or a comparison site) and its usabilityiclh‘is a very important part of the store’s imaayed that it can
influence shopping behavior” (Flavian et al. 2008%ability of a website is measured by variousdecisuch as
information presentation, navigation, ease of gsatext, customization and security (Palmer 200&8ndanathan
and Ganapathy 2002). The type of the website wilidentified by the researcher while the perceisability will
be assessed by the analysis of video recording @aerving participants’ behavior and recordingstheir
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comments during the interactions will be used &sabsessment of the usability. Although there mumber of
usability measures developed that can be testemighr a questionnaire, a wide range of websites wkte
participants are expected to visit makes it impgmesto check the usability for each and every ohdhem.
However, by observation and analysis of featurestimeed by the participants themselves, those chetiatics
which have a major impact on the process will lentdied.

ComScore

In addition to the video recording, data from atetnet panel data provider, ComScore, will be usegrovide
general knowledge on the trends of behavior in esmtior. It could be compared across differentosect-or
example: average number of pages per visitor, geenainutes per visitor and average minutes per padde

compared for different sectors. These three dinoesscould be used as an indicator of the complexityhe

behavior. It is expected to observe differencesssectors. For instance, shopping online foregies might not
be a very complex and time consuming behavior,enbilying mobile phones is expected to require regtensive
research.

Overall, three sources of ComScore, video recordind questionnaire will be used to capture the Wiehaf
Internet shoppers (Figure 7). Finally, the proposexiel will be revised based on the analysis tadeealistic as

possible for the Internet environment.
_,[ Video recording ]

_,[ ComScore ]
—>[ Two Questionnaire]

Analysis o
Internet Shoppt
behavoir

Figure 7. Research design

Summary, Expected Findings, and Conclusions

Despite its importance in today’s marketplace, riméé shoppers’ behavior has not received enougimtah from
researchers (Terpsidis et al 1997; Peterson andnM&003). Knowledge of shoppers’ behavior engaged
traditional purchases cannot be applied directlyh® Internet environment due to its particularrahteristics.
Although a number of conceptual models have begaldped to enhance our knowledge of Internet shapgheir
empirical evidence is notably weak. In additioresth models are too general rather than being dospenific and
do not consider the differences that exist in tehdvior of Internet shoppers for different prodisgsvices. This
study has reviewed a wide range of studies andqusly suggested models as well as studies ofriatguurchase
behaviour. A model which considers characterigtiche digital world has been proposed accordingiyorder to
be able to explain the real Internet shoppers’ iehsand cross-channel behavior, the proposed mailkbe
revised based on the data collected from obsenatid Internet shoppers and questionnaires. Theomé will
possibly show more cycles between different stalyesto the dynamic nature of the process on therrat and
easy access to a large amount of information seuacel retailers. In addition, we expect to identiffferent
patterns of behavior in different sectors whichrstieom their unique characteristics. The study withke useful
contributions to the disciplines of consumer bebguiecision sciences and IS. Companies and bssisesill also
benefit from the findings of this study. The recoemdations of the research will help them devisé thenarketing
strategies based on deep knowledge of their consume
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