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ABSTRACT

The Internet allows firms to serve customers more effectively than ever before. In the B2C context, we
examine the interrelationships among information privacy concerns, e-trust, and e-loyalty. The authors extend
prior research by incorporating constructs of information privacy concerns into a more holistic conceptual
framework. This study answers three research questions: Will the three components of information privacy
concerns have a significant effect on e-loyalty through e-trust?, Does e-trust mediate e-loyalty?, Finally, do
switching costs have a moderation effect between e-trust and e-loyalty?, The authors examine data from
customers who have booked hotel accommodations online. The results support our hypotheses and confirm
both the mediation role of e-trust and the moderation role of switching costs. Conceptually, this study
provides an empirical validation of information privacy concerns, e-trust, and loyalty linkage. On the
managerial level, this research provides insights into critical drivers of loyalty in the emerging online
marketplace.
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| . Introduction

Customer loyalty is becoming the primary
capital in the service industry. There is no
question that customer loyalty increases a
firm’s revenue, lowers customer acquisition
costs, and gives a hospitality firm a competitive
advantage (Rust et al, 2000). Moreover,
customer loyalty is also becoming important in
the online environment. More than ever before,
Internet users now turn to the online channel
for their transactions. Thus, while the Internet
is becoming the most influential channel for
travel purchases, hotels are starting to use it to
differentiate themselves from their competitors,
such as third-party online intermediaries (TPIs)
(Connolly et al., 1998; Pernsteiner and Rauseo,
2000).

Although the hotel industry has made progress
by using websites to communicate with
customers worldwide, some consumers still
prefer booking hotel accommodations through
third-party online travel websites such as (ie.,
Expedia, Hotwire, or Travelocity) rather than to
use brand hotel sites (i.e, Marriott.com,
Starwood.com, Hilton.com, etc.). However, the
opportunity to conduct business directly with
consumers allows hotels to reduce their costs

with distribution and TPIs. Hotels expect,
therefore, to generate more revenue from
bookings on their proprietary websites. In

addition, through their own websites hotels can
control  pricing, brand identity, customer
relationships, and profitability. Consumers who
have purchased travel products through TPIs
have incurred unexpected fees and hidden
conditions regarding cancellations or changes.
Thus, the trend of online travelers may shift
from the indirect online to the direct online
channel.

In order to draw customers to their own
websites and achieve further growth, hotels
need to improve their technology to reduce
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Figure 1. Research Model

consumers’ information privacy concerns (IPC).
The need for collecting consumer information
has been increased due to rising competitions
in recent business environment. Sophisticated
and inexpensive software, business intelligent
software, and personalized web services help
collecting and mining considerable amounts of
personal information. The increase in digitalized
personal information and advances in Internet
technologies  poses  new  challenges to
consumers’ information privacy.
In this atmosphere, the research conducted here
focuses on the relationship among information
privacy concerns, e-trust, and e-loyalty in online
hotel booking sites. In addition, this paper
explores the moderating effect of switching cost
between e-trust and e-loyalty.
In summary, the current paper answers three
questions based on this objective:
1) Do information privacy concerns negatively
affect e-trust?
2) Do information privacy concerns positively
affect switching costs?
3) Does e-trust positively affect e-loyalty?
4) Do switching costs have a moderation effect
between e-trust and e-loyalty?

Il. Research Model and Hypotheses

Figure 1 is our conceptual model. We posit
that e-trust in a hotel website is weakened by
information privacy concerns. In addition, the
relationship  between  information  privacy
concerns and e-trust toward loyalty is
moderated by switching costs. Thus, we review
the key constructs of our framework and
describe the theoretical grounds supporting the
relationships contained therein.

2.1. Information Privacy Concers (IPC)

Information privacy concerns is defined as the
belief about the website provider’s

user’s

Switching
Ccosts
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inability and unwillingness to safeguard user’s
personal information from security breaches
during purchasing in B2C (Angst & Agarwal,
2009). According to Hong & Thong (2013), we
classify IPC into interaction management,
information management, and awareness. As
IPC is created in the interaction with others
like online providers and websites, the
construct of IPC needs to reflect the aspect of
interaction with others. Additionally, users
perceive IPC in experiencing transactions in
websites (Laufer & Wolfe, 1977). For example,
IPC caused by technical errors of websites is
related to an information management aspect,
not an interaction aspect of IPC. Last,
awareness is about online providers’ usual
information security practices.

2.2 e—trust

The online transaction is the use of Internet
technology as a platform to transact with
providers (Ab Hamid, 2005). The primary
purpose of online transaction is to streamline
transaction = processing that facilitates the
efficient use of the website (Elliott and Speck,
2005). Therefore, many researchers consider
protecting web security (Bart et al., 2005) as a
critical transaction factor for reducing users’
IPC. The online fraud rate is three to four
times higher than in traditional transactions,
and around 80%
somewhat concerned about using their credit
cards online (Miles, 2002). Thus, many previous
studies have found that a transaction factor
related to reducing IPC should increase
reliability ~of providers, and consequently
improve e-trust and e-loyalty (Devaraj et al.,
2006; Bansal et al., 2004; Zeithaml et al., 2002;
Szymanski and Hise, 2000).

of new online wusers are

2.3 Switching cost

Switching costs refer to the costs customers
incur when they change from one supplier to
another (Heide and Weiss, 1995), including the
costs of terminating a current relationship and
securing an alternative (Ping, 1993).

Switching costs have both monetary and
non-monetary aspects. While financial costs are
sunk costs which appear when a customer
changes his/her brand (Dick and Basu, 1994),
psychological ~ costs are  perceived  costs
stemming from social bonds that form in the
course of time and the uncertainty and risk

associated with switching to an unfamiliar
brand (Sharma and Patterson, 2000). In
addition, artificial switching costs are important
to hotels because customers are concerned with
the frequent-guest rewards associated with
purchasing room accommodations. Therefore,
for the purposes of this study, the most
appropriate concept directly applicable and
measurable to the hotel industry is that of
artificial switching costs.

Researchers have speculated that switching
costs, such as transaction-specific investments
which  customers have made in their
relationships, may be a important factor in
motivating  customers to maintain  their
relationships with a service provider (Heide
and Weiss, 19954). For these reasons, we can
expect that switching costs, which relfect
customers’ sensitivity to price, are influenced by

IPC and influence on extension to customer
loyalty.
H1. Information privacy concerns  will

negatively affect e-trust.

H2. Information privacy concerns will positively
affect e-trust.

H3. E-trust will positively affect e-loyalty.

H4. Switching costs will have a moderating
effect between e-trust and e-loyalty.

I, Methods

The hotel industry was selected to test the
hypotheses, since hotels, a typical B2C business

model, have characteristics such as
customization, active communicational
interaction, and efficient transaction. Further,

focusing on one industry allowed wus to
customize the items on our questionnaire to
suit the particular characteristics of that
industry. A single industry survey also
improves the internal validity, and it reduces
the error variance. Developing an instrument
with multiple-item scales for the constructs of
interest, a total of 457 complete surveys were
returned by a market research  firm.
Respondents who had purchased online travel
services participated voluntarily through an
embedded URL link, which they received in an
e-mail, to the website hosting the survey. Of
these 457 returns, 318 were wusable and
represented a response rate of 69.58%.
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IV. Conclusions

We test the hypotheses wusing structural
equation modeling on data obtained from users
of hotel websites in a B2C context. This study
contributes to the literature on two levels. At
the conceptual level, the study provides an
empirical validation of the relationship among
IPC, e-trust, e-loyalty, and switching costs.
While the linkage between customer trust and
loyalty has been widely considered in previous
studies, it remains to be established in a B2C
setting where website factors and switching
costs may raise doubts about the validity of the
trust and loyalty linkage. Furthermore. this
paper incorporate IPC into the traditional
linkage among e-trust, switching costs, and
e-loyalty in B2C area. At the managerial level,
this research offers insights into the critical
drivers of e-trust and subsequent e-loyalty in
the online lodging environment. Understanding
how the indirect (ie., IPC) and direct (i.e.,
e-trust and switching costs) drivers affect
e-loyalty is particularly useful for managers
when allocating resources to increase profit. In
particular, identifying the factors of IPC from a
customer’s perspective enables online providers
to develop a competitive e-commerce strategy

and, further, to improve their overall
operations.
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