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Abstract— The accessibility of the Internet and lower costs of
doing transactions have given rise in customers bargaining power and
intense global competition. Although the Internet has great potential
for consumer value reports indicate that consumers vary in their
levels of Internet adoption. Among the factors causing consumers
lack of adoption is perceived risk associated with online transactions.
This study explores the roles of perceived risk and user’s experience
level in determining consumers’ adoption level. In addition, the
effect of consumers’ level of experience on perceived risk is
examined. Meanwhile, customers’ behaviours vary depending on
several factors such as demographics, technology literacy and
experience level and so forth which will then influence their
assessment of service quality entailing brand loyalty. Based on the
belief that marketing to well-defined segments of customers would
improve the quality of services offered affording higher retention
rates and at the same time increase firms’ profitability in the long run
many companies have opted to implement customer relationship
management (CRM) programs. Hence, this study also aims to
understand the relationships between consumer’ behaviour and
internet marketing programs. Findings from this study indicate that
perceived risk does not influence the types of activities conducted on
the Internet. In contrary, users’ experience level plays an important
role in users’ level of Internet adoption. In addition, our findings also
revealed that customers differ in their relationship decisions based on
age, education and experience level. We discuss the implications to
managers and future directions of research.
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NFORMATION technology has significant roles to play

not only in businesses but also in daily activities of
individuals.  User-friendly technology, for example the
Internet has changed the way people communicate, work and
perform commercial activities. The emergence of Internet
technology, particularly the World Wide Web, as an electronic
medium of commerce offers new opportunities to industries to
adopt the Internet as their alternative marketing tools (or as
the only marketing channel).

Internet based services continue to grow in importance in
‘business-to-consumer’ and ‘business-to-business’
environments. For firms the increased importance of Internet
channels can be seen in its contribution to disseminating
information, enhancing consumer value, improving consumer
satisfaction, loyalty and retention as well as consumer
perception [1] which in turn leads to better profitability and
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expanded market share. From the consumers’ perspective,
Internet-based services can significantly reduce the costs for
searching, widen the selection of vendors, deliver lower
priced products/services, and increase convenience, allowing
greater control over products/service offered. This reduction
in cost has encouraged companies to expand electronic
information services and new competitors to enter existing
market. It is vital for companies to understand consumer
adoption behavior, as their investment decisions in technology
infrastructure should be driven by consumer acceptance
(adoption) and long-term profitability.

At an individual level, one’s decision to use information
technology such as the |Internet involves several
considerations. Clearly, the Internet, alongside its advantages
as an electronic marketing channel has its potential
drawbacks. For example, lack of sound security measures at
service providers transaction systems have caused many
consumers hesitant to perform online activities which
involved the disclosure of financial information. In other
words, the extent to which consumers perceive risk associated
with the use of Internet would determine their levels of
adoption. Drawing from Technology Acceptance Model
(TAM) theory, this study therefore, aims to investigate the
effect of consumer levels of perceived risk and experience on
their usage of the Internet.

Clearly, with changing consumer expectations in the
Internet environment firms need to rethink ways to improve
online customer relationships and generate better profits. One
of the imperatives is consumer retention strategies, such as
those to establish marketing programs that increase consumer
satisfaction, leading to the establishment of long term
consumer relationships — customer loyalty. It is generally
well known that it is cheaper to retain customers than to target
new ones where studies have shown that winning new
customers can be up to five times more expensive than
maintaining existing customers [2][3]. Therefore, maintaining
a good customer relationship is important for the companies to
seek growth and profit in today’s global and competitive
market. Customer relationship management (CRM) programs
are believed to be able to assist companies produce a better
connection between businesses. However, to many companies
the ‘promise’ that CRM programs should deliver has failed to
materialize. Despite firm’s heavy investment in CRM
programs, consumers who appeared to be ‘satisfied and loyal’
(judging from repeat visits) still appeared to eventually switch
for lower prices or higher perceived value. This situation
could mean that companies need to refine their understanding
of consumer retention behavior so as to unveil consumers
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varying preferences and expectations toward services and
firms relationship marketing campaigns.

Hence, this study also seeks to determine the extent to
which consumers’ demographics, experience level and
perceived risk influence consumers’ assessment of E-CRM
activities.

A. Users’ Behavior and Internet Technology Adoption

The Internet has been available for public access for more
than 10 years, and to many, it is no longer a ‘new’ technology.
When users become more familiar with a technology, in this
case the Internet, they tend to have higher expectations
towards the technology [4]. As business usage of the Internet
increases, Internet technology serves as a primary marketing
channel. This study aims to examine adoption levels of
experienced users as well. It is imperative that firms
understand the service expectation level of users with varying
level of Internet experience. Firms, whose target markets are
experienced users, may need to design their online services
according to the expectations of this group of savvy users and
failing to do so may cause dissatisfaction. In particular, as
today there are more educated and experienced users than
before, firms need to fully comprehend the level of
expectations of this group since, the more experienced users
are with a technology, the higher the expectations of service
[5].

The types of activities conducted on the Internet may reflect
users’ level of risk tolerance. Users, who are merely
information seekers deal with less risk compared to users who
purchase products/services online.  Users’ readiness and
willingness to be involved in riskier activities on the Internet
may indicate their comprehension of the degree of risk and
that the usefulness or value of interactions online far exceeds
any fear. According to Salisbury et al. [6], consumers’
associated with the interaction with an innovation, such as the
Internet where the outcome is not known, perceived risks far
outweighs the value of interaction in determining adoption
behaviors. Therefore, when firms are able to identify
consumers’ varying risk levels they can better decide on the
extent of use of the Internet as a marketing tool: as an
information distribution site or transactional site as well as
offer their services according to these are varying groups
expectations.

B. Internet Usage and E-commerce in Malaysia

Although the Internet is gaining popularity, Malaysian
consumers have yet to embrace electronic commerce. A study
conducted by TNS Interactive revealed lack of trust in the
online payment system as a major factor in hindering
consumers to shop online [7]. This finding is parallel to that
of Yee [8] and Suki et al.’s [9] study. The survey shows that
38 per cent from the respondents felt that online shopping was
not safe and 36 per cent others were reluctant to reveal their
credit card details. Unable to inspect a product prior to
purchase was also cited as one of the factors hampering e-
commerce adoption.  The consumers who shopped online
were mainly those who have conducted online transactions
before and consumers who are technology literate. However,
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first time buyers would prefer to ‘feel and test’ the physical
products prior to making purchases [10].

Nevertheless, there seems to be a positive outlook for the
adoption of e-commerce in Malaysia particularly in the
forthcoming years. Between 2002 and 2003 there has been a
60 per cent growth in the number of Internet users and in 2004
there were 8.6 million users nationwide — 35 per cent of the
entire population [11]. This growth can be primarily
attributed by the government’s increased campaigns and
incentives as well as the telecommunication companies offer
to reduce the cost of Internet access [12]. With this
phenomenon, IDC projects a compound annual growth rate of
19.9 per cent from 2002 and 2007 in Internet market [13] and
a 93 per cent increase in e-commerce market which includes
business-to-business and business-to-consumer for 2004 [14].

For the first objective, this study is premised on the belief
that user adoption of information technology (Internet)
depends on his/her perception and attitude towards a particular
technology.  Therefore, this study adapts the Technology
Acceptance Model (TAM) theory that underpins the
understanding of user acceptance behaviors.

A. Internet Technology Adoption

THEORETICAL FRAMEWORK

Past studies have examined the factors affecting technology
adoption.  In end-user computing in particular, some
researchers have investigated the features of computer systems
such as format, timelines, accuracy, content and ease of use as
important factors in end-user satisfaction assessment toward a
technology [15]. When users are satisfied with a technology
the technology adoption is likely to be higher. In addition,
Technology Acceptance Model (TAM) asserts that users’
decision to use a technology depends on two factors:
perceived ease of use and perceived usefulness.

TAM, first introduced by Davis [16] is concerned with the
determinants of computer acceptance. That is, “in general,
TAM s capable of explaining user behavior across a broad
range of end-user computing technologies and user
populations” [17]. In adaptation to an earlier Theory of
Reasoned Action (TRA) which accentuates that an individual
behaviour is an outcome of attitudes that is formed by
perceptions or norms [18], TAM proposes that attitude
towards using a system is influenced by perceived usefulness
and ease of use. Specifically, TAM argues that the use of IT
is determined by individual’s intention to use the technology
and that one’s intention is determined by the person’s attitude
as well as perceived usefulness and ease of use [19].

However, Thomson et al. [20] suggest excluding the
intention to use variable in studies that are interested to
measure actual behaviour, that is, Internet usage. Since the
purpose of this study is to examine consumer perception and
its effect on the use of Internet technology as a marketing
channel, we then follow Thomson et al.’s suggestions.
Consumers’ actual behaviours are measured by their usage of
various types of Internet applications (email, chat rooms,
personalized pages, shopping and so on) while perceived risks
and experience level represent varying groups of consumers
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entailing differences in risk tolerant and technology literacy
levels.

B. Perceived Risk

As users interact with a new technology, they will learn the
usefulness as well as the risks associated with the technology.
Technology Acceptance Model (TAM) proposes that an
increase in perceived usefulness leads to a greater intention to
use [21]. This study extends this proposition to infer that
perceived risk influences the actual usage of the Internet.
While there are other factors affecting consumers’ adoption
behavior on the Internet, perceived risk is an impediment to
the repatronage and purchase on the Internet [22]. In brief,
perceived risk may influence the attitude and behavior of
consumers towards the Internet services [23].

Perceived risk is defined as an assessment of uncertainties
or lack of knowledge about the distribution of potential
outcomes [24] and the uncontrollability of outcome attainment
[25]. In the case of purchasing on the Internet, it is possible
that consumers may perceive disclosing their credit card
information as risky, and they have no control over this [26].
Chellappa and Pavlou [27] describe information security as
the subjective probability with which consumers believe that
their personal information will not be viewed, stored or
manipulated during transit or storage by inappropriate parties,
in a manner consistent with their expectations.

Indeed, uncertainties about how their financial information
is treated by merchants will increase perceived risk associated
with online transactions. This study adapts the notion
proposed by TRA and TAM and suggests that the higher the
perceived risk (perception) the lower the adoption level.
Given the likelihood that perceived risk is associated with
transactional information [28], this study measures
consumers’ perceived risk by their behaviour towards
transactional activities such as online banking and online
reservations.

Perceived high-risk activity includes online banking where
consumers assume greater risk transferring funds from their
bank accounts to third party accounts, pay their utility bills or
make inter-bank loan repayments and so forth. A medium-
risk activity includes online reservation, which involves the
disclosure of consumers’ financial account or credit card
information, but no transaction will take effect unless one
appears physically before the service provider in order to
confirm a purchase. On the other hand, information searching
is considered as low risk activity since it does not involve any
disclosure of financial related information. Hence, consumers
who adopt high-risk activities (for example, online banking)
can be considered as having higher risk tolerance than those
who use the Internet for online reservation and information
search. Therefore, the first hypothesis is proposed:

H1: The higher the risk tolerance the higher adoption level
towards high-risk Internet activities.

C. Experience Level

When users gain more experience using the Internet they
tend to learn the usefulness as well as the disadvantages of the
technology [29]. For example, experienced users may find the
process of information search becomes much easier the next
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time they use a search engine. As a result, information
searching becomes common and users tend to explore other
capabilities of the Internet.

Relevant to TAM is the consumers’ attitude towards a
particular adoption and extending on this notion, is the usage
of Internet technology. According to Danaher and Haddrell
[30], attitude is an outcome of cognitive evaluation, which is
based on consumers’ expectations and experience. Thus,
consumers’ level of experience with Internet activities will
have an impact on perceived risk, which in turn influences the
adoption level. When users gain more knowledge about
Internet transaction they tend to be aware of sound security
features leading to reduce uncertainties. Hence, the level of
perceived risk would be lower resulting in higher adoption
level. For example, consumers are willing to use the Internet
to perform online transactions when they are ‘educated’ on the
security features adopted by a company: their knowledge on
encryption standards and third party verification seal.
Therefore, our second and third hypotheses follow:

H2: Consumer’s level of experience with the Internet reduces
perceived risk thus affecting his/her adoption of Internet
technology.

H3: Consumer’s level of experience with the
influences his/her adoption of Internet technology.

Fig. 1 displays the proposed hypotheses for this study.

Internet

Perceived
risk Technology
—» adoption
H1
T H2
Experience H3
level

Fig. 1: Summary of research hypotheses

D. CRM Features and Consumer Segment

For the purposes of this paper:

Electronic Customer Relationship Management (E-
CRM) refers to a comprehensive business and
marketing strategy that involves integration of
technology, process and all business activities around
the consumers offered on companies Web sites.
Consumer satisfaction on the Internet is when a
consumer finds pleasure in his experience of using
the services, which is the result of the fulfillment of
his/her needs and expectations.

Loyalty is  consumer’s  commitment  to
purchase/consume services from an online provider,
resulting from perceived value and is impervious to
other online competitors’ influences.

Consumer retention on the Internet refers to
consumes’ favorable behavior toward a Web site
resulting in willingness to revisit (or repurchase).
E-tailing is the use of Internet as a firm’s marketing
channel.
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As mentioned earlier, the second objective of this study is
to investigate the relationships between demographics and
user’s level of experience and features of E-CRM. Now, let us
consider Internet consumers profiling. As competition is just
a click away and consumers are gaining more bargaining
powers, segmenting, targeting and positioning seem
imperative in the development of relationship marketing
strategy on the Internet [5]. Segmentation refers to the
grouping of consumers with similar needs and buying
behaviour into segments, each of which entails different
marketing. Consequently, these group segments will help
marketers to target the most profitable consumers as well as
tailor distinct promotional campaigns to the right groups —
which is also known as positioning strategy. Past studies
[5][36][37] suggest that careful analysis of consumers’ data
will lead to a fairly homogeneous segment, which in turn
improves the economy of serving each segment. In other
words, to draw an effective marketing strategy online, a
connection between consumer behaviour, segmentation and
perceived value is essential.

Online consumers tend to behave differently from those
using traditional channels, that is, online consumers are
demanding different relationships from the service providers
[31]. Online customers may be more concerned with the
quality received, in return for the price paid [32], demand for
high quality experiences and evaluate the high quality services
as most valuable attributes [33]. Hence, studies that
investigate service features which are preferred and highly
sought by customers leading to enhanced customer
relationships are worthwhile.

E-CRM is concerned with delivering an effective
relationship marketing program on the Internet. The Internet
channel lacks physical contact, where in most instances
companies offerings are usually information and service-
based. In such environments, consumers’ judgment of the
performance of an online retailer is very much based on the
quality of services delivered via the Internet technology.
Hence, it seems reasonable that in this study the technology-
based service quality framework proposed by Zeithaml et
al.[34] is adapted. The framework comprises 11 features of
technology-based service quality: access, assurance/trust, ease
of navigation, efficiency, flexibility, personalization,
reliability, responsiveness, security/privacy, site aesthetics and
price knowledge.

E. Users’ Demographics

Past  researchers’ postulate  that  demographics
characteristics of customers such as age, gender, education,
income, marital status, social class and so forth, to certain
extent influence their consumption behavior which help
marketers in segmentation. These characteristics can be
associated with needs, wants, preferences, usage rates and
purchasing habits [38]. For example, consumers who differ in
income level may differ in terms of their expectations of
services intentions and behavior towards usage of technology
[34] and propensity to buy on the Internet [38]. As such, to
understand the relationships between varying online
consumers’ profile and E-CRM features seems appropriate
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[39]. Moreover, age can be more constant and contented for
consumer behavior [39]. Hence, a fourth proposition follows:
H4: Demographics affect consumers’ assessment of E-CRM
features.

F. Users’ Level of Experience and E-CRM features

It is believed that a well managed CRM may lead to
increased profits and that profitability correlates to choosing
the right consumers. That is, better understanding of users’
expectations and perceived value is indeed crucial. In essence,
as users assimilate a new technology, they tend to have a
higher level of expectations of that particular technology. For
example, as users are more experienced in information
searching, the process becomes much easier the next time. As
a result, information searching becomes common and users
tend to look for other new added-value services from a search
engine. In other words, the higher the expectations, the higher
the satisfaction judgments of a service. Ward and Lee [40]
found that more experienced Internet users tend to be more
successful in information searching and are less-brand reliant,
hence less loyal. Hence, this study proposes a fifth
hypothesis:

H5: Consumers’ level of experience with the Internet affects
consumers’ assessment of E-CRM features.

1. METHODOLOGY

A. Data Collection

To investigate the relationships between the variables under
study, data were collected from Internet users in Malaysia.
The target population for this study was defined as individuals
who owned individual email accounts because they
represented most of the Internet users in Malaysia [11]. The
main source of the individual users’ list came from various
education, government and corporate institutions. Due to the
nature of work that people do in these institutions, which
requires the use of the Internet, most users can be found in
these institutions in Malaysia. Letters seeking permission to
access the institution’s list of users’ database were sent out to
15 universities and colleges, 10 government and 50 corporate
institutions. For reasons of confidentiality, neither the names
of individuals nor the organizations they work for were
included in the questions.

All the education institutions, 8 government and 45
corporate institutions were willing to cooperate and allowed
us access to their directory of users (individuals with email
accounts). The rest did not respond to our letters or turned
down our request. From a list of 300,000 email account
owners and contact details which was obtained from
participating institutions’ Web sites, 1000 respondents were
systematically selected: every 300" of individual from the list
was selected until the required sample size was reached.
Respondents were then selected using a systematic random
sampling technique. A personally (face-to-face) administered
survey was employed in this study so as to obtain a higher
response rate.
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B. Design of Survey Instrument

The questionnaire consisted of three parts. The first part
consisted of demographic information such as a respondent’s
age group and income level. The second section consisted of
general information about a respondent’s Internet activities.
These questions included respondent’s access location,
number of years using the Internet, types of Internet activities
and time spent in a week on the Internet. The third part was
designed to assess the attributes affecting respondent’s
perception on Internet service quality and loyalty on the
Internet respectively. All constructs were measured on 5-point
Likert scales, ranging from 1 = strongly disagree to 5 =
strongly agree. The respondents were asked to indicate their
opinions on the various dimensions of the variables being
studied

IV. ANALYSES AND
RESULTS

A. Manova

The aim of this study is to examine the association between
demographics, and level of experience and E-CRM features.
Hence, Multivariate analysis of variance (MANOVA) was
used to test the research propositions. MANOVA is useful to
assess the group differences of effects of categorical variables
(for example, age, education, experience, type of activities) on
multiple interval dependent variables [41]. MANOVA is also
useful to assess group differences of effects of independent
variables on multiple dependent variables. Hence MANOVA
was used to test the hypotheses of this study. In this research,
the general linear model (GLM) of SPSS was used to run the
MANOVA tests following the procedures synthesized from
Hair et al. [42]. For model estimation, Wilks' Lambda was
chosen for model estimation from a number of test statistics,
available (for example, Hotelling’s Trace, Pillai's Trace, Roy's
greatest characteristic root). Wilks' Lambda is resistant to
violations of the assumption of multivariate normality in a
moderately sized sample in each group [41]. For this reason,
Wilks' Lambda was employed in this research.

When there is a significant difference in the mean reported,
further post hoc test is performed to further investigate which
particular dependent variable is affected. To do this, a
unvaried F-test is used to identify the effect on each of the
dependent variables. An adjusted, higher alpha value is
normally used to reduce the possibility of Type 1 error [41].
For this analysis, the formula suggested by [41] was used and
a new alpha value of 0.04 was applied. Further comparisons
using Tukey HSD method was performed to assess any
significant similarities or differences within a group.
However, no comparison could be performed on Internet
activities variables (registration, reservation and banking) due
to the limited number of groups (less than three) for these
variables.

B. Results

Respondent Profile
A total of 626 (62.6%) responses were collected, however
due to invalid and missing responses only 547 (54.7%) were
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usable for analysis. Respondents were almost evenly split by
gender (50.1% were male and 49.9% female). Most of the
respondents were 21 to 30 years of age (51.4%), followed by
the age groups of 31 to 40 and below 20 years at 28.5% and
10.2%, respectively. 48.6% of the respondents had spent at
least 15 years in education. Most of the respondents were
executives (47.5%) and more than half (51.0%) of them earn
between USD3200 to USD9500 (RM12,000 to RM36, 000)
per annum. As to the Internet usage profile, majority of the
respondents spent less than 30 hours per week (56.9%) while
26.9% of the respondents spent more than 40 hours per week
on the Internet. Most of the respondents were experienced
users who have been using the internet for more than 5 years
(55.4%).

Perceived risk and Internet technology adoption

This first hypothesis proposes that consumers who are
engaged in higher risk activities have higher acceptance
towards the technology. In this instance, technology adoption
variables, which measure the actual usage of Internet
technology in communication and transactions, are the
dependent variables which consist of 11 items. Table 1
displays the 11 items used while the results of the first
hypothesis are shown in Table 2.

The results indicate that consumers who use the Internet for
information searching, online reservation and online banking
are not significantly different in their perceptions towards
Internet activities.  lronically, although consumers who
perform online banking are actively using the Internet to
transfer money and make online bill payments they tend to be
less willing to purchase product/service. Hence, H1 cannot be
safely accepted.

Table 1: Summary of items used for Internet activities adoption

Items/Activities Cronbac

h Alpha
0.84

Communication tool

Email

Customer service helpdesk
Online chat room

Bulletin board

Check product/service availability
Web form

Transactional tool

Use of shopping cart

Create ‘My Account’

Make online payment

Purchase product/service online
One-stop shopping

0.79

Table 2: Results of hypothesis 1 test

Effect Wilks F p- Power?®
Lambda value
Main Effects
Info search 0.858 0.948 0.137 0.999
Reservation 0.849 1.095 0.944 0.999
Banking 0.931 1.167 0.083 0.940

Perceived risks and users level of experience
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Table 3 illustrates the results of H2 testing. In this
hypothesis, Internet activities (information search, online
reservation and online banking) are the dependent variables
while the numbers of years using the Internet (ranges from 6
months to more than 5 years) are the independent variables.
From the table, online banking consumers are significantly (p-
value <0.05) different from other groups of users. Hence, it is
evident that as consumer gains more experience using a
technology, his knowledge about the technology capabilities
and potential harm arising from its usage helps to reduce

ambiguity and removes unnecessary fear. Hence, H2 is
supported.
Table 3: Results from H2 testing
Effect Wilks F p-  Power?
Lambda value
Main Effects
Info search 0.858 0.889 0.618 0.988
Reservation 0.849 1.053 0.270 0.998
Banking 0.931 1701 0.011 0.999

Users’ experience level and Internet technology adoption

Hypothesis 3 proposes that Internet users’ experience level
directly influence their usage behaviors. In this hypothesis,
the 11 items of Internet activities are the dependent variables
while a range of number of years using the Internet are the
independent variables. Table 4 depicts the outcome of our
third hypothesis test. The results show that groups of
consumers who have more than 3 years of experience are
significantly different (p-value = <0.05) from that of less
experienced users (who have less than 3 years of experience).
Hence, the findings provide support to H3.

Indeed as users interact more frequently with a technology
they learn the features and capabilities of the technology.
When consumers receive higher value from their adoption,
such as convenience, security assurance and a wider selection
of products/services they would develop confidence and trust
in the technology (and/or the service provider) leading to
continuous and increase adoption of the technology.

Table 4: Results from H3 testing

Effect Wilks F p- Power®
Lambda value

Main Effects

<6months 0.858 1.189 0.3.10 0.897
Between 6mth-1yr 0.849 1.358 0.264 0.998
Between 1-3yrs 0.888 2501 0.193 0.988
Between 3-5yrs 0.944 3.860 0.042 0.995
>5yrs 0.951 4255 0.021 0.998

Demographics Effect on E-CRM Features

Drawn upon Ziethaml’s technology-based service quality
model, the dependent variables (E-CRM features) for this
study have been operationalized by 12 items. Table 5 displays
the measurement items used for E-CRM features.

Table 5: Dependent Variable Measurement Items
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Statements Cronbach
Alpha
E-CRM items
0OS1 The information is always 0.79

updated

OS2 Prices of products/services are
always lower compared to other
companies

0S5 Customer service responds to
any enquiry quickly

OR1 More attractive rewards

OR2 Complaints are handled more
efficiently and effectively

OR3 Receive personalized services
from the company Web site

OR4 Products/services can be
accessed via both channels

OR5 Obtain useful information about
products/services from online
members

OL3 Sense of appreciation

OL5 Reliable services

OL6 Secured Web site

OL7 Recommend this site

Table 6 summarizes the results by gender: F= 0.89, p= 0.15.
There is no significant effect of gender on the three constructs.
Moreover, none of the two-way and three way interactions
between the independent variables are found significant.

Table 6 indicates that age has a significant effect on the
dependent variables: F = 1.70, p<0.01. From the post hoc
Tukey test, the significant differences are in several items:
“Receive personalized services from the company Web site”
(OR3), F= 3.71, p<0.01; “Complaints are handled more
efficiently and effectively” (OR2), F= 3.39 p<0.01;
“Products/services can be accessed via both channels” (OR4),
F= 2.88 p<0.01; and “Reliable services” (OL5), F= 3.25,
p<0.05. An inspection of the mean scores reveals that
respondents from the age group of 41-50 years old give the
highest score, followed by 31-40 age group. From the mean
scores it can be concluded that younger Internet users are
more tolerant towards Internet service quality, than are older
users — older users have higher expectations of services.

There is a significant difference in education on the
dependent variables: F= 1.45, p<0.05. From the post hoc
Tukey test the only significant difference is in an item:
“Reliable services” (OL5), F=2.39, p<0.05. Report from the
estimated mean indicates that PhD holders have the highest
score, followed by Masters Degree holders. This indicates that
the higher the education level of consumers a provider is
attracting, the more competitive and effective the services
should be.

A test on two-way interaction between age and education
factors indicates that there is a significant two-way interaction
between age and education: F=1.42, p<0.05. That is, the age
effect on consumer assessment of service quality is modified
by consumer level of education. The post hoc results indicate
that an item, “More attractive rewards” (OR1), F=1.88,
p<0.05 is significantly different. An inspection of the
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estimated means show that older consumer with lower level of
education would be more likely attracted to reward programs.

Overall, the findings from Table 6 suggested that only age
and education have significant effects for some measures of
ECRM. Hence, H4 is partially supported.

Table 6: MANOVA of Demographics and E-CRM features

Effect Wilks F p- Power?
Lambda value

Main

Effects

Age 0.858 1.701  0.003 0.999
Education  0.849 1.453 0.017 0.999
(Edu)

Gender 0.931 0.889 0.137 0.940
(Gen)

Two-way

Interaction

Age*Edu  0.842 1.423 0.004 1.000
Age*Gen  0.861 1.095 0.270 0.995
Edu*Gen  0.651 1.167 0.082 1.000
Three-way

Interaction

Age*Edu* 0.817 0.948 0.618 0.988
Gen

Experience level effect on E-CRM features.

As illustrated in Table 7, there is a significant difference in
the level of Internet experience on the combined dependent
variables, F= 1.56, p<0.05. The post hoc univariate F tests
indicate that several items are significant: “The information is

always updated” (OS1), F=2.72, p<0.01; “Prices of
products/services are always lower compared to other
companies” (0S2), F= 3.20, p<0.01; “More attractive

rewards” (OR1), F= 2.97,p<0.05; “Complaints are handled
more efficiently and effectively”(OR2), F= 4.53, p< 0.01;
“Reliable services” (OL5), F= 6.01, p<0.01; “Sense of
appreciation” (OL3), F= 4.04, p<0.01; and “Secured Web
site” (OL6), F=5.69, p<0.01.

Specifically, more experienced users look for updated
information (F= 2.72, p<0.05) and lower prices (F= 3.20, p<
0.05) in order to be satisfied. Rewards (F= 2.97, p<0.05) and
efficient customer service (F= 4.53, p<0.01) are the elements
that can influence their repeat visit behaviour, while reliability
(F= 6.00, p<0.01), feel appreciated (F= 4.04, p<0.01) and
perceived security (F= 5.69, p<0.01) are important features
leading to loyalty. In addition, efficient customer service
(F=6.23, p<0.01), personalized services (F=5.80, p<0.05) and
online community (F= 5.23, p<0.05) are the elements
affording repeat visits. This study provides the required
empirical evident about the relationship between perceived
risk and the effect on loyalty and retention on the Internet.
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Any relationship building effort entails exhaustive analysis,
which in turn helps marketers in planning a more effective
program. An analysis of consumer behaviour is essential in
order to obtain a comprehensive understanding of how
consumers perceive service quality leading to increased
satisfaction and loyalty. The assessments of satisfaction and
loyalty vary among groups of consumers. Demographics,
experience level and perceived risk may influence consumers’
assessment of service

Given this, firms are well advised to focus their relationship
marketing effort on uncovering the differences in their
consumers. Hence, firms marketing plans require careful
segmentation of consumers, and targeting the right
relationship marketing tools to the right group of consumers,
or even individuals. The attractiveness of relationship
building lies in retaining consumers leading to profitability.
With a comprehensive understanding of consumer preferences
entailing thoughtful marketing strategies the notion of
managing consumer relationship to increase profits may be
realized.

Table 7: MANOVA of Internet Experience and E-CRM features

Effect Wilks F p-value  Power?
ambda

Main

Effects

Internet  0.872 1562 0.011 0.999

experience

V. DISCUSSION AND CONCLUSION

Managers are advised to draw out a CRM strategy unique to
the online environment. Online firms should take advantage
of the interactive feature of the Internet technology to deliver
value added services and in turn enhance consumer
relationships.

Primarily, database technology plays a critical role in
enabling firms to store and analyze consumers’ surfing or
purchasing behaviour. An in-depth analysis of consumers’
details database helps managers to better understand
consumers’ varying needs as well as each consumer value to
the business. This analysis should be well interpreted into
knowledge about consumers, allowing firms to understand the
classification of consumers according to their value to the
business. Combined with firms’ business strategy, marketing
campaigns can be well targeted to meet different needs of
consumers. In addition, loyalty programs can be more cost
effectively aimed at maintaining valuable accounts.  This
would lead to product/service differentiation that is where
products/services offered are differentiated across categories
of consumers, leaving the notion of *“one-product-serves-all”
irrelevant.  Certainly, the Internet technology serves as an
enabling tool for “one-product/service-to-one-consumer”
marketing strategy. By doing so, consumer value could be
enhanced. In turn, firms would benefit from enduring
consumer relationships.

Firms should continuously evaluate their marketing
strategy. Since competitors are just a click away, rethinking
of value offerings and understanding consumers’ current and
anticipating their future needs are among the critical criteria to
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stay competitive in the electronic market.  In brief, E-CRM
process requires synchronization between the use of
technology and business strategy which outlines processes
directed to forging long-term relationships with consumers.
In other words, E-CRM is not about technology alone but
rather the strategic use of technology to achieve a well defined
business goal - consumer focus. Fig. 2 illustrates the E-CRM

process discussed above.
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+
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Source: Adapted from Winer (2001) and Moon (2000)
Fig. 2: E-CRM Process
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In summary, the mean scores indicate that more experienced
users desire a higher quality of services in to re-visit a site
and/or become loyal. The results show that respondents who
use the Internet more than 5 years score the highest in all the
12 items. Specifically, the Tukey tests report significant mean
differences among the Internet experience group (with less
experienced users scoring lower): between 1-3 years and more
than 5 years on dependent variables items OR2 and OL3;
between 1-3 years, 3-5 years and more than 5 years on OL6
and OL5, thus providing evidence that more experienced users
demand for more efficient services, sense of appreciation,
delivery of promises and upholding consumers privacy.

The notion of building enduring consumer relationships
would result in firms’ sustainable profitability underpins E-
CRM implementation. As promising as it may seem, more
companies have reported failures in their CRM projects than
successful ones, as indicated by Forrester Research: only 40
per cent of CRM implementation were successful. Although
CRM may seem to be concerned with improving service
quality at the consumer contact point (customer service),
coordination from and changes in other interrelated
departments within the business supply chain are essential.
For example, it would be meaningless to increase customer
service efficiency in taking orders if the product/service itself
failed to be delivered as per ordered. In this instance, a
change in business processes is almost mandatory and without
top management support promoting dynamic organizational
culture in adapting to changes, a firm’s CRM initiatives would
be a waste of efforts.
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Companies often tend to employ CRM strategies with the
use of enabling tool such as information technology (IT)
which includes, among others the Internet. The use of IT, as
many believe would result in increased efficiency, which in
turn improves consumer satisfaction as well as companies’
margins. However, unrealistic projections and expectations
resulted in many CRM projects failures. These include a
management team’s too high expectations of return on
investment, inadequate project timeline, insufficient resource
allocation as well as failure to anticipate problems arising
from IT adoption. Hence, as in any other investment-oriented
projects prudent project management is vital for successful E-
CRM implementation.

Although this study indicated that E-CRM activities
influence consumers’ behaviour which may lead to loyalty,
the ‘real’ benefits of E-CRM implementation may only be
harvested by larger companies. Obviously, the
implementation of E-CRM requires hefty investment in
Internet technology infrastructure, leaving the smaller
businesses at a disadvantage. In order to allow consumers
perform online transactions and track orders, for example,
firms should invest heavily in transaction enabling
technologies such as transaction servers and database
technology. However, since E-CRM activities range from
customer support (communicational tool) to tracking orders
(transactional tool), firms may prioritize their investments in
E-CRM according to the most critical relationship building
activities for their businesses. For example, this study
suggests that customer support is vital in building
relationships where consumers use the Internet mainly to
lodge complaints or post enquiries. Thus, companies may
take full advantage of email, which is an affordable yet
efficient mean of communication on the Internet. Moving
from cheaper technology such as email to more costly
technology may even be unnecessary. That is, if consumers
tend to prefer to use an alternative physical channel to
purchase a product/service and mainly use the Internet to
obtain information instead of performing transactions, then
investment in ‘transactional’ technology is unjustified and
should not be pursued. Therefore, smaller firms’ investment
decision should account for the effective use of the technology
in serving their consumers.

To fully utilize the Internet capabilities in enhancing
consumer relationships firms are striving for delivering value
added products/services to consumers.  These include
personalization of services, online transactions and tracking
history of activities and so forth. Apparently, enabling these
activities require consumers to disclose their personal and
financial information to service providers. In situations
where perceived risk is higher, lack of sound legal framework
to provide protection for both consumer and service provider
may impede the implementation of E-CRM. For example, in
countries where the enforcement of consumer protection is
lacking, the development in E-CRM is deemed to grow at a
slower pace.

This research shows the effect of demographics on E-CRM
features. Previous studies have empirically examined the
effect of demographics on consumers’ propensity to make
online purchases [38] and found that income level affects
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online purchase decisions, while Akinci, Aksoy and Atilgan
[42] used demographics to categorize online banking
consumers into three segments: speed seekers, cautious users
and exposed users. This study attempts to understand the
effects of demographics on the attributes of online relationship
marketing features (E-CRM) which is lacking. The findings
indicate that consumer age and education level influence
consumers’ long-term relationship decisions. Older and more
educated consumers tend to seek for more superior quality
services than do younger and less educated users. That is,
consumer age and education level influence his/her judgment
of service quality, which in turn affects retention. Particularly,
these consumer groups prefer personalized services, efficient
customer service and integrated marketing channel. To gain
consumer loyalty, providers must offer reliable services.
These results provide the empirical evidence about the effects
of demographics on the studied variables.

Past researchers suggested that more experienced users are
less likely to be satisfied with services that are not
differentiated and are fewer brands reliant, and hence are less
loyal [43]. The suggestion that experience level influences
assessment of service quality finds support in this study. The
results show that more experienced users are less tolerant
towards incompetent service and that providers have to offer
higher quality of services in order to build long term
relationships. Specifically, more experienced users look for
updated information, lower prices, rewards and efficient
customer service. In addition firms’ reliability, sense of
appreciation, perceived security, personalized services and
online community are important features leading to loyalty.
This study provides the required empirical evidence about the
relationship between perceived risk and the effect on
consumers’ retention on the Internet.

Generally, the Internet has been in the market for so many
years and consumers at large are quite familiar with the
technology. The respondents of this study were mainly those
who have more than five years experience using the Internet
technology. Users who are more familiar with a technology
tend to have more accumulated knowledge of technology
standards currently available in the market. Comparing the
levels of service quality may be easier for this consumer
group. However, if a site can assure that the firm’s services
are highly reliable and consumer data is strictly protected,
then the site may have an edge to win loyalty.

Our study emphasizes that firms striving for retaining their
online consumers should understand well the dimensions that
will help them build and maintain consumer relationships on
the Internet.  Although basic traditional marketing principles
apply to the Internet environment as well, the differences in
consumer behaviors that emerge as a result of interaction with
“new” technology should be recognized.  Nonetheless,
superior service quality, perceived value and trust will
influence his/her intention to revisit and/or to remain loyal. It
is reveals the important roles of consumer perception in
relation to IT adoption such as the Internet. Extending on
TAM theory we conclude that perceived risk determines
consumer level of technology adoption. Technology usage
experience is imperative in shaping and to some extent
reduces perceived risk. Certainly, as consumers interact with
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the Internet over time, knowledge about the advantages as
well as disadvantages of the technology accumulates and
‘educates’ the consumer about the quality of Internet service.
This creates awareness particularly of the performance criteria
and what the technology can and/or should do: if Internet
technology is adopted as a marketing channel then the
technology should be reliable and safe to support commercial
uses.

Interestingly, this study reveals that consumers who are
engaged in high-risk activities such as online banking are not
necessarily willing to purchase product/service on the Internet.
Most online banking firms are companies who established
their brand names in the offline market prior to venturing into
the electronic market. For example, in Malaysia all online
banking service providers are those who have been in the
physical market for more than 15 years. In this instance,
consumers who have some prior knowledge about the
company’s reputation may readily “switch’ to the online
channel. On the contrary, most online purchases are offered
by pure dotcoms whom their presences are relatively ‘new’
and may use only the Internet platform as their marketing
medium. Lack of trust and buyer-seller physical interaction
prior to a purchase may reduce consumers’ willingness to
perform online purchases. Therefore, branding and trust may
be other critical factors affecting consumers’ technology
adoption.

In brief, firms offering higher risk activities, which involve
the disclosure of consumers’ financial information, should
focus on earning consumers’ trust and confidence by
improving the security measures as well as fulfillment quality.

VI. GENERALISABILITY AND FUTURE STUDIES

This study is subject to several limitations. In this survey,
respondents were asked to fill out a paper-based survey and
try to recollect their past experiences on the features that
influence their repeat visits behaviors. This study could be
improved if a Web-based survey was conducted to
concurrently assess respondents’ reactions to a particular site
features while they interact with the site. This research could
be applied more widely to verify to what extent the results can
be transposed to other regions of the world where consumers’
behavior may differ depending on culture, beliefs and
technology acceptance level. Another potential area of study
is to investigate other factors of E-CRM not mentioned in this
study.

Firstly, the respondents were mainly well educated and
above 30 years of age. Further research is needed to
generalize the results across demographics of Internet users.
Trust may play an important role in perceived risk and
consumer experience as illustrated in the finding of H1 above.
Hence, further research is required to examine the
relationships between trust and perceived risk as well as
technology adoption level. Perceived value may be another
moderating factor which influences consumer perceived risk
and merits further investigation.
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