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Abstract 

Internet marketing and relationship marketing are becoming prevalent in Australian 

firms.  The advent of the internet has created numerous opportunities for marketing 

professionals to enhance current marketing practices, including relationship marketing.  

However, the investigation of marketing relationships in an internet environment is 

scant.  Further, there appears to be no investigation of this phenomenon within the 

context of Australian service industries.  Thus this research attempts to bridge the gap 

that exists between academia and practitioners by investigating internet-facilitated 

relationship marketing.  Given these gaps in the literature, the research problem 

investigated in this research is: How does B2B internet use affect inter-firm 

relationships in service industries? 

 

The literature does not investigate this research problem in any depth.  However, a 

framework about internet-facilitated marketing relationship in the extant literature was 

integrated and synthesised with literature about internet marketing and relationship 

marketing to arrive at three research issues:  

RI 1: How does level of internet use affect structural and social bonds in an inter-firm 

relationship? 

RI 2: How do structural bonds interact with social bonds in an internet environment? 

RI 3: How do structural and social bonds determine relationship outcomes in an 

internet environment? 

 

To investigate these three research issues, a combination of qualitative and quantitative 

two-stage methodological approach was used.  The first stage was eleven convergent 

interviews to build on the extant literature and to further confirm and refine the 

theoretical framework.  In the second stage, a survey methodology was used to test the 

model about internet-facilitated inter-firm relationships in Australian business internet 

banking users.  Data was analysed and the hypotheses specified in the main model were 

tested using structural equation modelling techniques.  Thus this research involved both 

theory building and theory testing.  

 

The findings of this research have implications for the three research issues. The results 

for the first research issue showed that the internet has little negative impact on 

relational bonding in the B2B context.  That is, technology-mediated transactions in 

financial services may not be detrimental to established relationships because trade 
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efficiencies are more of a concern for businesses rather than the social aspects.  

Information technology-enabled connectivity can facilitate trade efficiency, therefore 

the relationship. Moreover, the impact of internet use on relational bonds of trust and 

dependence is moderated by the length of B2B internet use.  That is, a longer period of 

dealing with an exchange partner on the internet facilitates relational bonding.   

 

The findings for the second research issue were that most interrelationships between 

structural and social bonds in an internet environment are in line with the generic 

literature.  The findings for the third research issue are related to the relational outcome 

as a result of bonding.  Although the internet has little direct impact on commitment and 

intention to stay, it contributes indirectly to the relational outcomes through structural 

and social bonding.  In addition, the findings of this research highlight some important 

issues in relationship marketing research.  That is, inter-relationships of the relational 

constructs depend on the context in which the relationship exists.  

 

The main contribution of this theory building research is the development and 

confirmation of a final theoretical framework about internet-facilitated inter-firm 

relationships. That framework is a contribution because it is the first rigorously 

researched step towards understanding the important confluence of two new and 

powerful streams of business activity of internet marketing and relationship marketing. 

This thesis has both theoretical and practical implications in the area of internet 

marketing and relationship marketing.  The framework was built from theory and 

empirical research to represent this process and provides a foundation for further 

research.   
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Chapter 1 Introduction 

1.1 Background to the research problem 

The use of the internet in both business-to-consumer (B2C) and business-to-business 

(B2B) environments has been growing (CyberAtlas 2002b; Gillenson, Sherrell & Chen 

1999).  This development has created opportunities for marketing professionals to 

improve current marketing practices (Cunningham & Fröschl 1999; Ghosh 1998; 

Hanson 2000; Kalakota, Ravi & Robinson 2001; Lazer & Shaw 2000; Pires & Aisbett 

2001).  That is, the internet is a tool that not only enhances current ways of doing 

business (Barnes & Cumby 2002; Webster 1998) but also influences the development of 

internal, external and competitive marketing strategies (Pires & Aisbett 2001).   

 

Indeed, businesses compete in two worlds: a physical world of resources that managers 

can see and touch, and a virtual world of information and other intangibles.  The virtual 

world is referred to as a marketspace to distinguish it from the physical world of the 

marketplace (Mitra & Schwartz 2001; Rayport & Sviolka 1994).  The value creation 

process is different in the two worlds (Benjamin & Wigand 1995; Evans, P. & Wurster 

1999; Ghosh 1998; Porter 2001) in its potential to build profitable, long-term 

relationships with exchange partners (Bhat, Runciman & Chaston 2001).  

 

This concern with business relationships has emerged in marketing theory and practice 

(Gummesson 1994a, 1996; Kotler 2000; Sheth & Parvatiyar 1995), with articles and 

special journal issues dedicated to relationship marketing research (for example, 

Gronroos 1989, 1994, 1995, 1996; Gummesson 1987, 1993, 1994a, 1994b; Jackson 

1985).  The relationship marketing approach offers competitive advantages that cannot 

be easily copied by competitors in the market (Christopher, Payne & Ballantyne 1991; 

O'Keeffe 2001).   

 

In particular, relationships are a part of B2B markets that are characterised by large 

transaction quantity, concentrated markets, personal selling and promotional methods 

(Evans, J. & King 1999).  For service firms in B2B markets, forging strong customer 

relationships is especially important due to the intangible, ephemeral and often 

interpersonal nature of the service delivery process (Bove & Johnson 2001; Christopher, 

Payne & Ballantyne 1998; Claycomb & Martin 2001).  However, to be successful in 

initiating and maintaining long-term relationships requires a clear understanding of the 
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motivations and other forces that entice customers to stay in a relationship (Patterson & 

Smith 2001). 

 

In turn, the diffusion of the internet-based technologies requires firms to differentiate 

themselves and/or their products to establish or maintain relationships with their 

customers (Brown 1999).  In order to be competitive, marketers need to employ 

technologies to develop low-cost customer-prospecting methods, establish close 

relationships with customers, and develop loyalty with customers around the world 

(Kalakota & Whinston 1997; Zineldin 2000).  Therefore, an understanding of the 

implications of internet use for relationship marketing is needed.  

 

In brief, both internet marketing and relationship marketing practices are becoming 

prevalent.  However, how these two powerful marketing tools can be blended is not 

fully understood. 

 

1.2 Research problem and research issues 

Hence, this proposed research develops and tests a framework for the research problem 

about how B2B relationships operate in an internet environment: 

How does B2B internet use affect inter-firm relationships in service industries? 

 Essentially, from my research in an Australian setting, I argue that exchange 

relationships can be enhanced through the use of the internet.  The elements and the 

extent of this impact are influenced by the competency of the company in using the 

internet and how the use of the internet is blended into the company’s strategic planning 

(Chapter 6).  

 

Research issues.  In order to develop research issues to focus data collection and 

analysis about the research problem above, the available literature on internet marketing 

and relationship marketing is reviewed in Chapter 2, and a preliminary theoretical 

framework and three research issues and associated research hypotheses were developed 

for testing in a field survey; they are listed in Table 1.1.  This theoretical framework was 

confirmed with the information from eleven convergent interviews described in Chapter 

3.  The framework incorporates bonds within marketing relationships that could be 

affected by B2B internet use to predict the exchange partner’s propensity to stay in a 

relationship.  
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Table 1.1 Summary of research issues and hypotheses 
Research issues Hypotheses 
RI 1: How does level of 

internet use affect 

structural and social 

bonds in an inter-firm 

relationship? 

H1.1: level of internet use is positively associated with communication  

H1.2: level of internet use is negatively associated with dependence 

H1.3: level of internet use is positively associated with trust 

H1.4: level of internet use is positively associated with satisfaction 

H1.5: the impact of B2B internet use on the above relational bonds is 

moderated by length of B2B internet use 

RI 2: How do structural 

bonds interact with 

social bonds in an 

internet environment? 

H2.1: internet-facilitated communication is positively associated with trust. 

H2.2: trust is positively associated with satisfaction in an internet environment  

H2.3: satisfaction is positively associated with dependence in an internet 

environment 

RI 3: How do structural 

and social bonds 

determine relationship 

outcomes in an internet 

environment? 

H3.1: dependence is positively associated with commitment in an internet 

environment 

H3.2: trust is positively associated with commitment in an internet environment 

H3.3: satisfaction is positively associated with commitment in an internet 

environment 

H3.4: commitment is positively associated with propensity to stay in an internet 

environment 

Source: developed for this research. 
 

This research makes three main contributions to the relationship/internet marketing 

knowledge base, as outlined in Section 6.4 and 6.5: 

• establishing and testing a model of the effects of internet use on inter-firm 

relationships in service industries, for the first time; 

• providing guidelines for using internet technology to enhance relationship 

marketing;  and 

• providing guidelines for building structural and social bonds in an internet 

environment. 

 

In summary, this research investigates the intersection of internet and relationship 

marketing and makes contributions to the internet and relationship marketing 

knowledge base for Australian service firms.   

 

1.3 Justification for this research 

The proposed study was justified on the following grounds and each is addressed in 

turn: 

• rapid adoption of e-business, 

• gaps in academic research, and  
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• anticipated benefits for internet marketing and relationship marketing practice. 

 

The first justification for this research was that the internet is becoming an important 

force in modern economies (Forrest & Mizerski 1996).  The growth of the internet, in 

particular the exponential growth of the World Wide Web (the web), has created 

commercial opportunities for electronic commerce.  Worldwide, there are more than 

300 million people with internet access and internet–based e-commerce revenues could 

reach US$1.25 trillion, or about 1.5 percent of all global sales by 2003 (O'Briant 2000).  

 

Australia, the setting for this research, is one of the leading countries in terms of the 

proportion of internet users in the population (ABS 2000).  For example, the number of 

people with internet access could be 5.6 million by 2004 (65 per cent of the adult 

population) and internet users are growing by 2 to 4 percent per month (CyberAtlas 

2002a).  Moreover, online sales were more than A$2.3 billion in 2001 and are predicted 

to reach A$6.8 billion by 2004 (Global Internet Statistics 2002).  This increasing e-

business participation by Australian organisations reflects Australia’s second ranking in 

the e-business readiness ranking worldwide (NOIE 2001). 

 

To date, B2B e-commerce rather than B2C e-commerce constitutes the largest and most 

important type of commerce on the internet (Dussault 2001; Huggins 2001).  

Worldwide, B2B transactions account for over 80 percent of all transactions conducted 

over the internet (ABS 2001), estimated at US$7 trillion in 2004 (Weller 2000).  Both 

global and Australian B2B internet adoption rates are somewhat difficult to determine 

because they are constantly changing, however, some estimates are listed in Table 1.2 

and discussed next.  

 

These estimates predict rapid growth of B2B e-commerce.  B2B e-commerce is 

estimated to grow from US$403 billion to US$1trillion from 2000 to 2004, representing 

7 per cent of global sales transactions (Gartner Group Inc. 2000).  Worldwide, 

approximately two-thirds of business will implement a technology infrastructure for 

internet-based e-business (E-business update 2001).  Companies are trying to capture 

the commercial benefits of B2B internet use to gain sustainable competitive advantage 

through increased efficiency and effectiveness (Kalakota, Ravi & Robinson 2001; 

Walsh & Godfrey 2000).  
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Table 1.2 Global and Australia B2B e-commerce estimates 
Source Description 

Global B2B e-commerce estimates 
Forrester (1998) 80% of e-commerce is B2B 
OECD (1999) 78% of e-commerce is B2B, US$ 154.5 billion in 2002 
Hollands (2000) US$ 2.18 trillion in 2004, source: Gartner 
Jones (2000) US$ 5.24 trillion by 2003 and US$7.29 by 2004, source: Gartner 
Weller (2000) American B2B e-commerce is US$ 843 billion in 2002 and US$1.331 billion in 

2003 
Sanders & Temkin 
(2000) 

Monetary value of e-commerce will reach US$7trillion by 2004 

Brewton & 
Kingseed (2001) 

B2B e-commerce will generate productivity gains equivalent to 6% of all B2B 
sales by 2010, source: Boston Consulting Group 

Noyce (2002) US$5.7 trillion by 2004, source: AMR 
US$7.29 trillion by 2004, source: Gartner 
American B2B e-commerce will top US$4.8 trillion by 2004, source: Boston 
Consulting Group 
Asia/Pacific B2B e-commerce will reach US$516 billion by 2005, Source: IDC 

Australia B2B e-commerce estimates 
Boyd (2000) In Australia and New Zealand, B2B e-commerce will be A$ 235 billion in 2005 
Foreshew (2000) A$460 billion by 2004 
Head (2001) A$514 billion by 2005 
Source: developed for this research. 
 

Further, B2B markets are somewhat different from the B2C markets (Ahmad & Buttle 

2001) in which most previous research has been conducted in the internet environment 

(for example, Sweeney 2000, Wang, Head & Archer 2000).  B2B marketing is more 

relational in its approach to the markets than consumer marketing (Coviello, Milley & 

Marcolin 2001).  The need to better understand the process of internet-facilitated 

relationship marketing has been highlighted by both practitioners and academics (Porter 

2001), and the Australian government’s increasingly aggressive support and use of its 

own internet procurement services (Bennett 2000; Huggins 2001).  In brief, there is a 

growing trend of adoption of the internet by organisations both worldwide and in 

Australia.  However, B2B e-commerce represents a large proportion of e-commerce 

activities and is a topic of increasing economic and national significance. Thus B2B 

internet marketing is justified as the focus of this research.   

 

The second justification for this research was the lack of academic research in this area.  

That is, even though the need to realise the internet’s potential in relationship 

management in business processes is becoming more apparent to practitioners, 

academic research about the issue is sparse.  Little research has been done in academic 

marketing literature about how inter-firm relationships are affected by the internet. Two 

gaps can be identified in the scant literature (Sections 2.3 and 2.4).  Firstly, there has 

been academic recognition of the internet’s role in relationship marketing in a B2C 
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context (for example, Hagel 1999; Hoffman, Novak & Peralta 1999; Sweeney 2000), 

but not in the B2B context of this research.  

 

The second gap in the literature is that the non-internet, B2B relationship marketing 

literature is heavily focused on B2B channel relationships such as buyer-seller or buyer-

vendor relationships in manufacturing rather than in the service industries of this 

research (Anderson, E. & Weitz 1992; Anderson, J. & Weitz 1989; Morgan & Hunt 

1994).  That is, most of the research and knowledge in technology’s impact on 

relationship marketing pertains to supply chain management in manufacturing, 

wholesale and retail industries that has little value for management in service industries 

(Mulligan & Gordon 2002).  Research is needed in service industries because this sector 

is more likely to adopt the internet in a relationship marketing approach (Berthon et al. 

1999; Coviello & Brodie 1998; Griffith & Palmer 1999).   

 

Service industries are becoming increasingly important.  For example, in the Australian 

economy, they represent 77 percent of total employment and 70 per cent of GNP 

(Hanson 2000).  ‘In the next decade 90% of all new jobs in Australia and New Zealand 

are expected to be in the services sector’ (Lovelock, Patterson & Walker 1998, p. 6).  

However, only 8 per cent of articles in Journal of Business and Industrial Marketing 

were in services marketing from 1992 to 1996 (Lewin & Johnston 1997).  The lack of 

research into the purchase of services by industrial buyers, including the professional 

services of legal, accounting and advertising, was highlighted in the mid 1990s 

(Mitchell 1994).  Recent papers in the services sector have also recommended further 

research in this area (Javalgi & Moberg 1997; Patterson, Johnson & Spreng 1997).  This 

research about internet use in service industries follows that recommendation. 

 

The final justification for this research was the potential benefits this research can 

provide to practitioners.  It could have practical implications for organisations in the 

form of guidelines for improved use of the internet.  For example, these guidelines 

could be used by Australian government departments and organisations such as the 

National Office for the Information Economy and the Australian Electronic Business 

Network that are either established by the government to assist in the adoption of the 

internet or are actively promoting internet-facilitated business activities (Section 6.4).  

Service firms may benefit from the research because the information will serve as a 

guide in strategy formation and implementation for many firms interested in taking 
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advantage of the internet in their relationship marketing practices.  Benefits to business 

managers could be increased efficiency of marketing programs, better understanding of 

relationship management, and reduced wastage of scare organisational resources.   

 

1.4 Methodology 

This next section introduces the methodologies used in the data collection and analysis 

for the research, with full details provided in Chapters 3, 4 and 5.  This research is both 

theory building and theory testing and so uses both qualitative and quantitative 

methodologies: convergent interviewing and a field survey.  These methodologies are 

merely introduced in this section and discussed in more detail in Chapters 3 and 4. 

 

The first stage of data collection, convergent interviewing, involved a series of in-depth 

interviews in which data was collected during each interview, analysed and used to 

refine the content of subsequent interviews (Section 3.2).  That is, the process was 

structured although the content of each interview remained unstructured to allow for 

flexible exploration of the subject matter (Dick 1990).  

 

This convergent interviewing method was used for two reasons.  Firstly, due to limited 

research on the internet’s impact on relationship marketing, the elements of an inter-

firm relationship that could be affected by internet use were unclear.  Exploratory 

research was needed to identify these elements and highlight issues of importance for 

further research.  Secondly, compared to other exploratory research techniques such as 

in-depth interviews, the convergent interviewing method is more flexible, allowing me 

to change the focus and direction of questions asked throughout the interviewing phase 

as new issues emerge (Carson et al. 2001; Nair & Riege 1995).  This flexibility was 

important for this research, since little was known about the subject matter and the 

interviews generated new ideas and topics related to the research that were explored in 

subsequent convergent interviews.  Eleven convergent interviews were undertaken with 

marketing consultants and industry practitioners, before convergence was achieved.  

Content analysis of the interview transcripts led to the confirmation of the initial 

framework of an internet-facilitated inter-firm relationship; this framework was revised 

into the final theoretical framework after the second stage of data collection (Figure 

6.2). 
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The second stage used a survey. Data was collected from business internet banking 

users throughout Australia.  The target population for this major stage of research was 

all business customers who have used internet banking for at least the last six months in 

Australia.  Random sampling was used to select the sample.  A more complete 

description of this method is provided in Chapter 4.  Two types of data analysis were 

performed on the survey data: descriptive analysis and inferential analysis.  Descriptive 

analysis was performed for transformation of raw data into a form that would provide 

information to describe a set of factors in a situation (Sekaran 2000) using SPSS version 

10.  For the inferential analysis, a structural equation model (SEM) was tested by the 

Amos program with maximum likelihood estimation (Carmines & Zeller 1979).  Details 

of these analyses are given in Chapter 5. 

 

In brief, qualitative and quantitative methodologies of convergent interviewing and a 

survey were used in the two stages of data collection for this research. Data collected 

through these two methodologies was then analysed to provide information to solve the 

research problem. 

 

1.5 Delimitations of scope and their justifications 

The major delimitation of this research is that the setting of this research was confined 

to Australian service industries because their internet adoption pattern may differ from 

other countries (Greenspan 2002; Pires & Aisbett 2001).  Although the internet itself is 

global, the relationship partners using it operate within their own economical, cultural, 

and technological contexts. That is, the way in which some firms develop strategies and 

the extent to which businesses utilise technologies in their marketing management, may 

differ across cultural boundaries (Geiger & Martin 1999).  Thus this pioneering research 

was confined within the national boundary of the research setting.  Generalisation of the 

findings of this research beyond Australia could be made but with caution because of 

cultural and internet adoption differences between this part of the world and that of 

others (Beauvillain 2000; Dutta & Segev 1999).  Nevertheless, the findings may apply 

to other Western countries whose internet uses display similar patterns such as a high 

percentage of business internet usage. 
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1.6 Definitions used in this research 

Definitions adopted by practitioners and researchers in the field of internet and 

relationship marketing vary.  Thus terms that represent important concepts are defined 

in this section, in alphabetical order. 

 

Asset specificity.  Asset specificity is defined for this research as the ‘degree of 

idiosyncratic investments or transaction-specific investments made in the relationship 

with an exchange partner’.  This definition is developed from the literature and justified 

in Section 2.4.2. 

 

Commitment.  Commitment is defined as an ‘enduring desire to maintain a valued 

relationship that is worth working on to ensure that it endures indefinitely’.  This 

definition is developed from the literature and justified in Section 2.4.2. 

 

Communication.  Communication is defined as the ‘formal as well as informal sharing 

of meaningful and timely information between firms’. This definition is developed from 

the literature and justified in Section 2.4.2. 

 

Dependence.  Dependence is defined as the ‘degree to which a firm needs to maintain 

its relationship with an exchange partner in order to achieve desired goals’.  This 

definition is developed from the literature and justified in Section 2.4.2. 

 

Internet marketing.  There are alternative views of the internet based on its 

technological origin, economical and social impact.  The main internet tools are 

electronic mail, newsgroups and the World Wide Web (Forrest 1999) which can be used 

for marketing purposes.  Internet marketing definitions in the literature appear to have 

several emphases.  For example, Hanson (2000) emphasised the role of an interactive 

dialogue with individuals that the internet can provide in internet marketing while 

Geiger and Martin (1999) emphasised the relationship building process in internet 

marketing.  Synthesising these definitions into the widely accepted definition of 

marketing by the American Marketing Association (Hunt 1991), internet marketing is 

defined in this research as: 

all the on-line activities that use interactive electronic dialogue with 

individuals in the process of planning and executing the conception, pricing, 

promotion, and distribution of ideas, goods, and services to create direct or 
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indirect exchanges (and personalised relationships where they are relevant) 

that satisfy individual and organisational goals.   

Section 2.3.2 compares internet marketing, e-commerce and e-business and develops 

and justifies this definition. 
 
Propensity to stay.  Propensity is ‘future behavioral intentions of customers to assess 

their potential to remain with or leave the organisation’.  This definition is developed 

from the literature and justified in Section 2.4.2. 

 

Relationship marketing.  Harker (1999) identified as many as seven conceptual 

categories from 26 definitions of relationship marketing in the literature: creation, 

development, maintenance, interactive, long-term, emotional content and output.  From 

his review of these definitions, a new definition that emphasises the management of 

many relationships was developed: ‘relationship marketing occurs when an organisation 

is engaged in proactively creating, developing and maintaining committed, interactive 

and profitable exchanges with selected customers or partners over time’ (Harker 1999, 

p. 16, emphases added).  This definition incorporates the seven conceptual categories 

and emphasises the purpose and benefit of relationship marketing and thus is adopted 

for this research. The choice of the above definition for this research is justified in 

Section 2.3.1. 

 

Satisfaction.  Satisfaction refers to ‘an affective response, which is an affective end-

state as the result of appraisals including disconfirmation and perceived performance’. 

This definition is developed from the literature and justified in Section 2.4.2. 

 

The internet.  The internet is defined as ‘a collection of worldwide communications 

networks based on the Transmission Control Protocol/Internet Protocol (TCP/IP), 

interconnecting thousands of public and private networks and millions of users’ 

(Stallings & Slyke 1998). This definition is developed from the literature and justified 

in Section 2.2.2. 

 

Trust.  Trust is defined as the ‘confidence in an exchange partner’s reliability and 

integrity’. This definition is developed from the literature and justified in Section 2.4.2. 

 

 10



1.7 Outline of the dissertation 

This thesis has six chapters (adapted from Perry 2002).  This Chapter 1 provides an 

overview of the thesis and provides background of the research such as research 

problem and issues, justification for the research and methodology.  Chapter 2 reviews 

the parent theories of internet (Section 2.3) and relationship marketing (Section 2.4), 

and the focus theory of internet facilitated-relationship marketing (Section 2.5) 

identifies important elements to be considered in this research.  From this base, a 

preliminary theoretical framework is developed (Figure 2.5.1) from which three 

research issues are developed.  Chapter 2 concludes by outlining the research issues and 

hypotheses that emerge from this chapter. 

 

Next, Chapters 3 and 4 cover the methodologies of this research.  In Chapter 3, 

differences between quantitative and qualitative research are discussed and the choice of 

the qualitative research methodology of convergent interviewing for stage one of the 

research is justified.  This chapter also discusses how this research achieved validity and 

reliability of data collection in convergent interviews, outlines the procedure for 

convergent interviewing and discusses how the process was carried out for this research.  

Finally, the results of the convergent interviews are reported.  From the findings, the 

preliminary theoretical framework was confirmed.   

 

Chapter 4 outlines the methodology of a field survey which comprised stage two of data 

collection for this research.  It provides justifications of the methodology and discusses 

the steps taken to collect and process survey data as well as ethical considerations in this 

research.  Chapter 5 analyses data from the field survey research and examines the data 

and responses to the hypotheses.   

 

The final chapter provides answers to each research issue raised in Chapter 2, embedded 

into the literature.  Conclusions are made about the research problem and contributions 

made towards theory and practice are discussed.  Finally, the limitations of the research 

and implications for further research are discussed. 

 

This thesis follows the style and referencing standards of Style Manual for Authors, 

Editors and Printers (Australian Government Publishing Service (AGPS) 2002) as 

summarised in Perry (2002) and Preparation and Presentation of a Thesis (Griffith 

University 2000).  Spelling follows Microsoft Word’s Tools/Language/English 
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(Australian) format.  However, the internet and the web are not spelled with capitals ‘I’ 

and ‘W’ because Style Manual for Authors Editors and Printers (2002) approves this 

usage. 

 

1.8 Conclusion 

This first chapter provided a brief overview of this research.  Firstly, a brief overview of 

the research topic was offered which leads to outlining the research problem and 

corresponding research issues that are to be investigated.  The methodology adopted for 

this research was then briefly discussed, followed by a description of terms used in the 

thesis.  Finally the scope for the research was set and the limitations faced during the 

research established. 
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Chapter 2 Research issues 
 

2.1 Introduction 

The previous chapter introduced the research problem about internet-facilitated inter-

firm relationships.  In turn, the aim of this chapter is to review the literature concerning 

the internet, its business applications and relationship marketing, to lay the foundations 

for the theoretical framework developed at the end of this chapter.  The background 

theories (Philips & Pugh 1994) or parent theories (Perry 2002) used to develop the 

framework are internet marketing and relationship marketing.  Discussion of them leads 

toward the focus theories (Philips & Pugh 1994) of the research problem.  Because 

these parent theories are themselves relatively under-researched compared to other 

parent theories like international marketing in some other research projects, this 

chapter’s two parent theories had to be solidly evaluated and shaped.  Occasionally, 

cross-references to relevant sections throughout the chapter will reinforce the 

integration of the chapter. 

 

This chapter is divided into five sections, as shown in Figure 2.1.  The first section gives 

a general background of the internet, its development and its B2B applications.  The 

second describes relationship marketing, its evolution, types of relationships and how 

they develop between exchange partners.  These two sections lay the foundation for the 

discussion of the theoretical framework developed for this research in Section 2.4.  

 

2.2 Parent theory one: the internet and internet marketing 

To lay the foundation for this internet-facilitated relationship marketing research, the 

literature about the internet and internet marketing had to be reviewed.  The literature 

about internet and internet marketing revealed that there is no established theory of 

internet marketing, thus a collection of disparate strands of research on the internet and 

its business applications were reviewed.  This review has three parts, as illustrated in 

Figure 2.1.  The first part (Section 2.2.1) identifies core terms that have emerged in an 

internet environment, to set the scene.  The second part (Section 2.2.2) reviews the 

definition, evolution of internet technology and internet marketing.  The third part 

(Section 2.2.3) discusses B2B internet marketing in the context of an electronic value 

chain.   



 

Figure 2.1 Outline of chapter 2, with section numbers and interrelationships 

 

Parent theor  
(Section 2.3)

) 

Source:
 

2.2.1 

The wo

many c

1998; G

herald 

Albert 

traditio

This ch

 

Identification of core terms in a 
new  economy (Section 2.2.1)
 

The internet and internet 
marketing (Section 2.2.2)

Focus theory  

B2B internet use in 
internet marketing 

(Section 2.2.3) 

Key constructs in 
the exchange 

processes in  RM 
(Section 2.4.2) 

rel
inter

(

 developed for this research. 

Identification of core terms in a new econom

rld of marketing is evolving (Brady, Saren &

hanges being driven by information technology

abbott & Colgate 1999).  Indeed, information

a ‘new economy’ that is changing the way b

& Ford 1999, p. 34).  Underlying these new

nal mindsets and business principles (Porter, M

allenge to current business practice has been s
Relationship marketing 
defined (Section 2.3.1) 
Introduction (Section 2.1
 

The role of 
information technology 

in RM (Section 2.3.3) 

Process of relationship 
development (Section 2.3.2)
Conclusion (Section 2.5)
Parent theory 1
(Section 2.2)
y 

 Tzokas 1999; Ko

 (Griffith & Palm

 and network-base

usiness is condu

 initiatives is th

. 2001; Walsh & 

o dramatic that a 
y 2
 

Developing a theoretical framework (Section 2.4)
Rationale for the 
relationships within 

the model  
(Section 2.4.3) 
Inter-firm 
ationships in an 
net environment 
Section 2.4.1) 
tler 2000) with 

er 1999; Peters 

d systems may 

cted (DePrince, 

e challenge to 

Godfrey 2000).  

new vocabulary 

14



has been required to describe both the process and outcomes (Dussault 2001).  Different 

terms have been used interchangeably in the literature to discuss these new ways of 

doing business.  In particular, there is confusion about the concepts of electronic 

marketing (e-marketing), electronic business (e-business) and electronic commerce (e-

commerce).  Thus this section clarifies the meanings of these three concepts and 

justifies where internet marketing fits within them. 

 
Figure 2.3 Relationships between e-business, e-commerce, e-marketing and 

internet marketing 
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The first term e-business is broad (it is the biggest circle in Figure 2.2) and refers to the 

use of internet technologies to transform the way business processes are performed 

(Cunningham & Fröschl 1999; Kalakota & Robinson 2001; Shurety 1999).  The original 

meaning of e-business was associated with the establishment of computer networks to 

search and retrieve information in support of business decision making and inter-

organisational cooperation (Kalakota & Whinston 1997).  As internet technology 

advanced, the concept of e-business broadened to include all communications and 

transactions through the internet, with all of an organisation’s stakeholders such as 

customers, suppliers, government regulators, financial institutions, employees and the 

public at large, to facilitate or conduct business (Australian eBusiness Guide 2001; 

Costello & Tuchen 1998; Huggins 2001; Watson et al. 2000).  In other words, e-

business is more than simply handling transactions on the internet, rather, it 

encompasses strategic planning and evaluation of the entire business process (Remenyi 

2000; Seybold 1999; Targette 2001). 

 

In turn, e-commerce is the part of e-business that deals with the conduct of business 
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transactions electronically through the use of computer networks to enhance 

organisational performance, to improve business processes while identifying new 

business opportunities (Watson et al. 2000; Turner 2000; Schneider 2000; Strauss & 

Forest 1999).  In brief, e-commerce is buying and selling on the internet - a 

technological process that facilitates the efficiency and effectiveness of business 

transactions on the internet (Barnes-Vieyra & Claycomb 2001).  

 

Next, e-marketing is broader than e-commerce because it concerns using the internet 

and other interactive technologies to create and mediate dialogue between the firm and 

identified customers (Adam 1998; Coviello, Milley & Marcolin 2001).  E-marketing has 

the potential to play a transforming role of a firm’s marketing and all related processes 

(Brady, Saren & Tzokas 1999; Coviello, Milley & Marcolin 2001; Leverick 1997).  It 

involves not only converging technologies in information technology like the internet 

but also telecommunications, cable TV and satellite communication.  An e-marketing 

program is a part of e-business (Adam 1998) (as shown in Figure 2.2) and supports the 

organisational objectives of e-business (Reedy 2000).   

 

Further, e-marketing is frequently related to one-to-one marketing (Adam 1998; 

Gillenson, Sherrell & Chen 1999; Peppers & Rogers 1995).  One-to-one marketing is 

the use of information about an individual to market specific products to that individual 

or organisation that is assumed or projected to be of interest (Peppers, Rogers & Dorf 

1999).  Recent advances in information technology such as the internet and database 

technology and increased processor speeds permit one-to-one marketing on a mass basis 

(Geller 1998; Gillenson, Sherrell & Chen 1999).  Finally, internet marketing has 

become a core component of e-marketing and will be defined in the next section. 

 

2.2.2 The internet and internet marketing 

As noted above, internet marketing has become a core component of e-marketing (as 

shown by the darkest core in Figure 2.2).  This section reviews both scholars’ and 

practitioners’ literature about emerging internet-based technologies and their potential 

to facilitate B2B relationships.  Firstly, various definitions of internet and internet 

marketing are reviewed to establish definitions suitable for this research. It then focuses 

on B2B internet use for marketing and finally discusses the applications, benefits and 

issues of concern of B2B internet marketing.   
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In this section, the practitioners’ literature had to be reviewed along with scholarly 

literature because internet use in the business sector is a new and fast-moving discipline 

and many recent developments have not yet been incorporated into the scholarly 

literature.  However, summary Table 2.2. contains representative examples of only the 

scholarly literature for the emerging internet-based technologies. Also, textbooks and 

web sites of internet marketing courses were excluded from Table 2.2 because they 

rarely represent the cutting-edge research reports with which this research is mostly 

concerned.   

 

Internet marketing.  The internet itself is the foundation for internet marketing.  Thus 

Appendix 2.1 develops a definition of the internet and describes its history, tools and 

systems, its size, growth and future.  Upon that Appendix’s background, this section can 

focus on internet marketing.  That is, because internet marketing has potential for 

establishing relationships (Hoffman, D., Novak & Chatterjee 1995; Gabbott & Colgate 

1999) that are the focus of this research, internet marketing is analysed next. 

 

Research on internet marketing is not as developed as other foci of marketing such as 

consumer behaviour and international marketing because much of the academic 

literature about internet marketing remains conceptual rather than empirical.  Of the 54 

articles about 10 themes from the scholarly literature listed in Table 2.2, fully 38 (or 

nearly 70 per cent) are not empirical, that is, they are conceptual and anecdotal. Of the 

16 that are empirical, none is about the internet-facilitated inter-firm relationships that 

are the subject of this thesis.  This emerging internet marketing literature is reviewed 

next, as a foundation for the focus of this research based on Table 2.2.   

 

The bulk of the early practitioners’ literature on internet marketing was aimed at telling 

entrepreneurs how to go about establishing a place in the cyber marketspace (for 

example, Dreze 1997), different types or models of web sites (for example, Berthon, Pitt 

& Watson 1996b, 1996a; Ho 1997), and how a web page can be effective (Dholakia & 

Rego 1998; Eighmey & McCord 1998). This literature fits within themes 1 and 2 in 

Table 2.2.  For example, one conceptual framework for developing a web site includes a 

preliminary assessment phase, establishing a budget, designing and implementing the 

web site, and promoting and evaluating the site (Morgan 1996).  Further, organisations 

tend to build web sites as a reaction to outside pressures rather than for strategic reasons 

(McWilliam & Hammond 1998). 
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Attention among scholars has also focused on the revolutionary impact of internet 

technologies on the marketing discipline (for example, Deighton 1997; Geller 1998; 

Hoffman, D. & Novak 1996).  This impact fits within theme 3 in Table 2.2.  Hoffman 

and Novak (1996) were among the first to recognise the consequences of the 

development of a new medium in which all parties interact with each other.  In the same 

vein, Deighton (1996) suggested that the practice of marketing would be completely 

remoulded by the emergence of the internet. Following on from this stream, some 

scholars have argued that the internet has created a new marketing arena, moving 

organisations closer to their customers (Griffith & Palmer 1999; Heinen 1996).  Others 

have posed the question of whether a new marketing paradigm is required in an era of 

increasing electronic business (Berthon, Pitt & Watson 1996; Clark 1997; Schubert & 

Selz 1999).   

 

Particular attention was drawn to the connection between the internet and small-to-

medium sized businesses (Calvert, O'Connor & Bentley 1997; Hamill & Gregory 1997; 

Poon & Jevons 1997),  international marketing (Bennett 1997; Hamill 1997; Hamill & 

Gregory 1997; Poon & Jevons 1997; Quelch & Klein 1996), services marketing (Birch 

& Young 1997; Mols 2000) and relationship marketing (Geiger & Martin 1999; Geller 

1998).  These connections fit in with themes 4 to 7 in Table 2.2.  However, research on 

the internet’s impact on relationship marketing tends to focus on the B2C sector.  For 

example, advertising, image, information sites, and online storefronts offer potential for 

customisation and relationship marketing (Ainscough 1996; Hoffman, D., Novak & 

Chatterjee 1995; Quelch & Klein 1996).  

 

More recent literature has shifted its focus from a B2C setting to the strategic role that 

the internet could play in B2B settings (for example, Joseph, Cook & Javalgi 2001, 

Barnes-Vieyra & Claycomb 2001).  This literature fits in with themes 8 and 9 in Table 

2.2.  This research follows on that direction to examine the use of the internet as a 

strategic marketing tool in facilitating inter-firm relationships and fills a relative lack of 

emphasis in the current literature. 



Table 2.2: Summary of representative scholarly literature on internet marketing 
Theme Type of research Representative examples of 

the literature 
Main points relevant to the research problem 

Conceptual Hoffman, D., Novak & 
Chatterjee (1995) 

Size and growth of the internet and web 

Conceptual Donato (1996) Web provides interactivity and an efficient means of RM 
Conceptual  Hoffman, D. & Novak 

(1996) 
Internet as hypermedia and its interactivity 

Conceptual/anecdotal Pallab (1996) Internet statistics and internet marketing benefits outweigh risks 
Conceptual/anecdotal Spar & Bussgang (1996) Commerce needs rules to survive so will move to online communities that have rules 
Conceptual/anecdotal Forch & Wex (1996) The internet eliminates service costs and is a ‘pull’ interactive medium 
Conceptual/anecdotal Leiner et al. (1997) Government, industry, and academia all contributed to the development of the internet 
Conceptual Hoffman, D., Kalsbeek & 

Novak (1996) 
Internet-based communication must be collaborative 

Survey: n = 2037 Novak, Hoffman & Yunga 
(1998) 

Flow is a state of enjoyable network navigation and leads to greater web use and it is 
determined by skills and challenges 

Theme 1: general 
internet characteristics 
 

Conceptual Burke (1997) The internet will impact communication mostly and the internet facilitates interactivity 
and enables one-to-one relationships 

Conceptual/ anecdotal Quelch & Klein (1996) Informational, transactional, domestic, global 
Interviews: n=30 Randall (1997) The main dimensions are interactivity and real versus non-real time 
Conceptual Morgan, R. (1996) Definition of  strategy and how to establish budget, design and implement, promote, 

and evaluate web sites  
Interviews and survey: 
n=300 

McWilliam & Hammond 
(1998) 

Firms build web sites mainly for reactive not strategic (customer, brand, cost) reasons 

Conceptual Berthon, Pitt & Watson 
(1996a, 1996b) 

Web site awareness and how to turn active seekers and visitors into purchasers  

Experiment: n = 788 Dreze & Zufryden (1997) The effectiveness of web site content is measured on such features as site background, 
image, sound, and  celebrity endorsement  

Survey: n = 31 Eighmey  & McCord (1998) Web sites should integrate information with entertainment 
Online Survey: n = 72 Sivadas, Grewal & Kellaris 

(1998) 
Readers of newsgroups are consumers of products related to the newsgroup and 
newsgroup membership is a better predictor of consumption than demographics 

Websites review Hart (2000) Low penetration of the internet by retailers and internet in its current form is unlikely 
to replace physical shops in the near future 

Theme 2: operational 
issues of web pages 

Conceptual Ho (1997) A matrix (3 commercial and 4 types of value) for evaluating web sites 
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Table 2.2: Summary of representative scholarly literature on internet marketing (cont’) 
Theme Type of research Representative examples of 

the literature 
Main points relevant to the research problem 

Survey: n = 167 Dutta, Kwan & Segev 
(1998) 

Businesses incorporate the internet into their marketing strategies 

On-line survey 
n = 225 

Yu & Koslow (1998) No relationship was found between actual content of web sites and strategic 
motivations to use the internet or functional roles of internet web sites. 

Online survey: n = 120 Dutta & Segev (1999) Significant increase in online ordering and payment was found 
Survey n =  118 Joseph, Cook & Javalgi 

(2001) 
The strategic value of internet marketing is yet to be realised 

Survey: n = 125 Geiger & Martin (1999) Three approaches firms take to internet marketing: ornamental, informational and 
relational. 

Theme 3: the internet 
and marketing strategies  

Conceptual Perrott (2000) Prescriptive planning of future direction in electronic commerce 
Survey: n = 103 Hamill & Gregory (1997) About one third of UK exporting SMEs are active or proactive in use of the internet 
Conceptual Poon & Jevons (1997) SMEs enter global markets through internet-mediated networks; four main types of 

inter-organisational relationships 
Case study: n=23 Poon & Swatman (1996) Internet’s role among small businesses; the drivers for internet solution in a small 

business; benefits perceived by small businesses 

Theme 4: internet and 
SMEs  

Conceptual Calvert, O'Connor & 
Bentley (1997) 

The internet improves sales, productivity and information exchange 

Conceptual Hoffman, Novak, & 
Chatterjee (1995) 

Online storefront,  brochure, content, mall, incentive site, search agent enabled by the 
internet 

Theme 5: the internet 
and business models 

Conceptual/ anecdotal Ainscough (1996) The internet can be used as interactive brochure, virtual storefront, information clearing 
house, service tool 

Case study Prasad, Ramamurthy & 
Naidu 2001 

The influence of internet marketing integration on marketing competencies and export 
performance 

Theme 6: the internet 
and international 
marketing Conceptual Hamill (1997) Internet’s impact on the study and practice of international marketing 

Conceptual Birch & Young (1997) The performance attributes of the internet should be related to both the needs of 
consumers and the nature of financial services offerings 

Case study Grönroos et al. (2000) The accessibility and interactivity of the internet can be integrated into service 
offerings 

Theme 7: internet and 
service marketing 

Case study Mols (2000) The internet can be effectively used in service marketing 
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Table 2.2: Summary of representative scholarly literature on internet marketing (cont’) 
Theme Type of research Representative examples of 

the literature 
Main points relevant to the research problem 

Conceptual Breitenbach & Van Doren 
(1998) 

Analysis of 50 web sites shows that internet can be used to enhance marketing 
communication 

Conceptual  Heinen (1996) Marketers can use email, newsgroup and search engines to improve their marketing 
Conceptual Shih (1998) Consumer experiences in cyberspace and which aspects of technology brought about 

these experiences; the consequences of these experiences may be as they apply to 
marketing 

Theme 8: uses of the 
internet in B2C 
marketing 

Conceptual  Peterson, R.., 
Balasubramanian & 
Bronnenberg (1997) 

The internet is most suited to intangible and information value propositions 

Survey 
n = 130 

Avlonitis & Karayanni 
(2000) 

Positive effect was found of internet use and sales management activities 

Survey: n = 181 Lancioni, Smith & Oliva 
(2000) 

The internet can speed up communication, improve service, reduce logistics costs 

Survey 
n = 135 

Boyle, B. & Alwitt (1999) The effect of the internet use on industrial channel management 

Conceptual Pires & Aisbett (2001) The internet needs to be integrated in business strategy development 
Conceptual Barnes-Vieyra & Claycomb

(2001) 
 B2B e-commerce is changing traditional distribution strategies 

Conceptual Evans & King (1999) Planning, managing and assessing web sites used for B2B marketing 

Theme 9: B2B internet 
marketing 

Case study Honeycutt, Flaherty & 
Benassi (1998) 

Web strategy used for marketing industrial products; internet’s use in firms’ day-to-day 
operation 

Source: adapted from Rao (2000), with many additions. 
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Definitions of internet marketing.  Although the literature about internet marketing 

covers a range of themes, there is no established definition of internet marketing in the 

current literature.  Two different terms are used interchangeably for marketing activities 

carried out on the internet.  Cyber marketing is one of them and is defined as using the 

power of online networks, computer communications, and digital interactive media to 

reach marketing objectives (Bickerton et al. 2000; Keeler 1995).  In turn, web marketing 

or online marketing is another term that emphasises the facilitating effect of the web in 

the marketing process (Reedy 2000).   

 

Many of these definitions emphasise the functional roles of the internet such as online 

stores, promotional campaigns, email and its internal use in defining internet marketing 

(for example, Pollack 1999).  Moreover, these definitions tend to focus on tactical uses 

of the internet in business processes and thus lose the strategic significance of internet 

marketing.  A more strategic and comprehensive definition of internet marketing by 

(Hanson 2000) p. 24) is ‘marketing that treats the customer as an individual, uses 

interactive dialogue to provide personalised products and services, improves quality, 

membership in communities and provides support’.  This definition emphasises the role 

of the two key elements of interactivity and personalisation; both are discussed in the 

next section.  These two elements suggest that the internet has the potential to build 

relationships (Geiger & Martin 1999) and so relationship building could be explicitly 

added to Hanson’s (2000) definition to make it an even more comprehensive definition 

of internet marketing for this research about internet-facilitated inter-firm relationships.  

 

In brief, internet marketing definitions in the literature appear to have several emphases.  

Synthesising these definitions in the literature into the widely accepted definition of 

marketing by the American Marketing Association (Hunt 1991) and adding an emphasis 

on exchange relationships, internet marketing is comprehensively defined in this 

research as:  

all the online activities that use interactive electronic dialogue with 

individuals in the process of planning and executing the conception, pricing, 

promotion, and distribution of ideas, goods, and services to create direct or 

indirect exchanges, and personalised relationships where they are relevant, 

that satisfy individual and organisational goals.   
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Internet marketing evolution.  The use of the internet in marketing evolves as 

information technology advances. This section explores the development of internet 

marketing.  Synthesised from the literature, different web sites serve different purposes 

at different stages of internet marketing (Dutta & Biren 2001; Peters 1998).  Three types 

of web sites are the electronic brochure, information clearinghouse and ‘my dot com’ 

and reflect the three waves of internet marketing evolutions (Dutta & Segev 1999; Rao 

2000, p. 21), with this research fitting into the third.  These three types are discussed 

next. 

  

Electronic brochure.  During the first wave of adoption in the early 1990s, a large 

number of organisations focused their strategy on a virtual web presence through 

relatively simple informational sites (Lane & Cavaye 2000).  They are electronic 

brochures that are basic in content, functionality, non-interactive and have simplistic 

designs (Ainscough 1996; Luedi 1997).  Thus, the bulk of the early practitioners’ 

literature on internet marketing aimed at telling entrepreneurs how to go about 

establishing a presence in the cyber market place (for example, Keeler 1995; Bickerton 

et al. 1996), or gauging the profitability of the internet as a marketing tool (for example, 

Bush, Bush & Harris 1998, Dholakia & Rego 1998, Hoffman, D. & Novak 1996).  

 

The information clearinghouse.  As the technology improved, innovative organisations 

have moved to sophisticated and customised virtual spaces, developing their web sites 

from a marketing as well as technical standpoint (Hagel & Armstrong 1997; Palmer & 

Griffith 1998).  Although the level of sophistication and customisation are determined 

by the core offering of the organisation, these sites are often rich in media (including 

audio, video, and multiple hyperlinks) and dynamic, wherein pages are constructed on-

the-fly, information content and functionality have increased and appearance has 

improved (Luedi 1997; Mougayar 1997).  Thus these sites could be called information 

clearinghouses (Rao 2000). 

 

These sites also reduce the complexity and the manual effort required to maintain a web 

site thus making it easier to present fresh content to users.  Moreover, a transaction 

based system enables selling online (Yoegel 1998), thus providing a new or 

complementary distribution channel.  The web page is linked to back-end computer 

systems to validate transactions and manage inventories (Luedi 1997).  A web site has 
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become a data exchange point where organisations carry out business processes 

(Abernethy 2000). 

 

My dot com. It was not until the late 90s that personalised sites (Luedi 1997) were 

developed and the notion of internet marketing also started to appear in the literature 

(Geiger & Martin 1999).  These personalised sites could be called my dot com (Rao, S. 

2000).  Through these web sites, personalisation builds on web technology to deliver 

dynamically generated content (Angehrn & Meyer 1997).  In addition, it emphasises 

personal and relevant content that provides a way to create web stickiness and generate 

repeat visits to the web site (Watson et al. 2000).  At the same time, information 

collected from a web site is fed seamlessly into an organisational database.  Systems can 

even personalise messages to a target audience of one, that is, mass customisation 

(Dutta & Biren 2001; Gillenson, Sherrell & Chen 1999; Peppers & Rogers 1997; 

Strauss & Forest 1999). For example, users visiting the Ford Motor company web site 

can customise their vehicle and negotiate prices with local dealers online.   

 

In brief, internet marketing has followed an evolutionary path reflecting the 

development of internet technology. 

 

Internet marketing elements.  Having defined internet marketing and reviewed the 

development of internet marketing, the key elements of internet marketing can now be 

analysed.  The literature emphasises three elements of internet marketing: interactivity, 

personalisation and relationship building.  Table 2.3 shows the number of times each 

element has been discussed in the literature.  Interactivity is the most frequently 

mentioned element of internet marketing in the literature while personalisation and 

relationship building are more recently recognised in the literature (as shown in the total 

row of Table 2.3).  

 

Interactivity.  The key difference between traditional marketing media and the internet 

is the degree of interactivity it allows (Deighton 1996; Hoffman & Novak 1996).  

Interactivity is defined as a continuous construct capturing the dynamic quality of two-

way communication between two parties (Alba et al. 1997).  The internet, unlike 

traditional mass marketing channels such as broadcast and television, provides a narrow 

casting method that economically contains one-way, two-way and interactive 

communication dimensions (Yu & Koslow 1998).  This narrow casting method 



 25

provides two of the most important aspects of modern marketing philosophies – the 

ability to target selected groups of buyers and to open interactive dialogues (Jackson, R. 

& Wang 1996).  

 

Table 2.3 Internet marketing elements synthesised from representative literature, 
in chronological order 

Author/Year Interactivity Personalisation
/customisation 

Relationship 
building 

Total 

Ellsworth & Ellsworth (1995) √   1 
Berthon, Pitt & Watson 
(1996) 

√ √  2 

Deighton (1997) √ √  2 
Hoffman, D. & Novak (1996) √   1 
Jackson, R. & Wang (1996) √ √  2 
Quelch & Klein (1996) √   2 
Forcht & Wex (1996) √   1 
Hammond (1996) √ √  2 
Alba et al. (1997) √   1 
Herbig & Hale (1997) √  √ 2 
Peterson et al. (1997) √   1 
Wilson, R. (1998) √ √ √ 3 
USWeb Corporations & 
Bruner (1998) 

√ √  2 

Smith (1998)  √ √ 2 
Peters (1998) √ √  2 
Rowsom (1998) √ √  2 
Adam (1998) √  √ 2 
Peppers, Rogers & Dorf 
(1999) 

√ √  2 

Geiger & Martin (1999) √ √ √ 3 
Fletcher & Brown (1999) √ √ √ 3 
Sterne & NetLibrary Inc. 
(1999) 

√ √  2 

Strauss & Frost (1999) √ √ √ 3 
Lane & Cavage (1999) √ √  2 
Vincent (1999) √ √  2 
Griffth & Palmer (1999) √ √ √ 3 
Walters & Lancaster (1999) √ √ √ 3 
Goldsmith (1999)  √  2 
Yu & Koslow (1999)  √   1 
Reedy et al. (2000) √ √ √ 3 
Watson et al. (2000) √ √ √ 3 
Hanson (2000) √ √ √ 3 
Walsh & Godfrey (2000) √ √  2 
(Dussault 2001) √ √ √ 3 
Dutta & Biren 2001 √ √ √ 3 
Total 34 27 17  

Source: adapted from Rao (2000), with addition. 
 

Further, the internet presents a virtual network where the interaction between business 

partners or businesses and consumers can take place without major physical 

impediments, in real time and democratically.  Thus the shift is from a ‘one-to-many’ 
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model of communication to the ‘many-to-many’ model where contributions to the 

medium and the message may come from both directions (Hoffman & Novak 1996).   

 

In addition, the two interactivity dimensions of response time and response contingency 

(Yu & Koslow 1999) are also enhanced through electronic communication.  That is, the 

response can be immediate, similar to the response time in face-to-face 

communications.  Further, customers play a more active role in not only looking for 

information relevant to their needs, but also in communicating these needs to the firm 

by entering an ongoing dialogue with the firm (Herbig & Hale 1997; Geiger & Martin 

1999).  That is, an element of permission is added (Godin 1999). 

 

Unlike other direct marketing techniques such as mail order and telemarketing, 

customers and organisations interact with each other through the internet for many 

reasons, not just for the purpose of making transactions.  For example, a virtual 

community environment enables prospective customers to obtain value from each 

other’s experiences and connect electronically into common interest, even when they do 

not purchase any product or service online groups (Hagel & Armstrong 1997; Ticoll & 

Lowy 1998; Williams 2000). 

 

Personalisation/mass customisation.  This interactive capacity of the internet is related 

to its capability to deliver compelling content to the audience.  That is, the internet has 

provided a media that delivers richer and personalised content, creating systems that can 

personalise messages to a target audience of one.  This characteristic of personalisation 

reflects the fundamental idea in marketing that customers want a product or service that 

best matches their own particular needs (Goldsmith 1999).  Historically, marketers have 

had to settle for compromise solutions because of the need to segment markets with 

more than one customer in each segment.  One-to-one message delivery through email 

or network generated communications enables firms to talk to their individual exchange 

partner in a cost-effective manner.  The web can serve as the matchmaker that discovers 

and delivers personal information and individualised products (Hanson 2000).  

 

This move to increased personalisation in internet marketing can be achieved through 

two types of customisation: automatic and manual.  Under automatic customisation, 

advanced software tailors the content presented to the user based upon information 

known about the user and the user’s historical surfing behavior.  In turn, manual 
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customisation relies on explicit a priori instructions from the user to determine preferred 

content categories (Strauss & Frost 1999).  More and more organisations have started to 

favour automatic customisation beginning with ‘cookies’ and continuing with giving 

viewers the ability to customise web sites (Pollack 1999).  

 

This web-enabled personalisation can be established not only on an individual level, but 

also at a lower cost (Hanson 2000).  That is, the web has provided a potential message 

vehicle that is low cost, tractable and capable of facilitating a one-to-one 

communication.  For example, IBM executed both ‘pull’ and ‘push’ strategies to foster 

one-to-one relationships from informative, targeted web site communities to customised 

email messages (Smith 1998, p. 38).  This type of delivery through the internet is ten 

times less expensive than a hard copy vehicle, with a higher response rate and higher 

speed (Auger & Gallaugher 1997).   

 

Relationship building.  As a result of increased interaction and personalisation in 

marketing effort, a more powerful stage of internet marketing has emerged – 

relationship building (Adam 1998; Trombly 2001; Blenkhorn & MaCkenzie 1996).  

Indeed, internet marketing requires a mindset which emphasises mutual support and the 

establishment of long-term relationships (Ellsworth & Ellsworth 1997; Sterne 2000; 

Vassos 1996).  Thus a more direct relationship can be established through the internet 

than traditional media, for three reasons (Boyle, B. & Alwitt 1999; Pitta 1998).  Firstly, 

the internet appears to be an appropriate medium for marketing communication 

requirements (Hoffman & Novak 1996; Yu & Koslow 1999) in relationship building 

where ongoing and frequent exchange of information is a prerequisite (Fisher 2001; 

Geiger & Martin 1999; Heide, J. & John 1992).  Secondly, compared to traditional 

marketing media such as advertising or direct mail, the internet enables the customers to 

initiate the communication, making them a more active part of the relationship (Geiger 

& Martin 1999).  

 

The final reason for this relationship building capacity is that internet marketing also 

plays a role in obtaining knowledge of the customer which in turn allows marketers to 

develop a better understanding of customer requirements in building a relationship 

portfolio (Gummesson 1994).  From a technological point of view, the internet can 

capture up-to-date customer information at an often unprecedented level of detail 

(Geiger & Martin 1999).   
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In summary, the three elements of internet marketing of interactivity, 

personalisation/mass customisation and relationship building provide competitive 

advantages over traditional direct marketing methods.  However, its potential for 

relationship marketing in a B2B context is under-researched as will be discussed in the 

next section.  

 

2.2.3 B2B internet use in internet marketing 

The aim of this section is to put the research problem of inter-firm relationships 

(Section 1.2) into the context of B2B internet marketing. In particular, applications of 

internet-based technologies in a B2B context will be identified and the benefits of 

incorporating these technologies into business processes will be discussed.  These 

applications and benefits of B2B internet use, form the foundation of internet-facilitated 

exchange relationships that will be explored later in this chapter. 

 

Electronic value chain 

Before the internet’s role in inter-firm relationships is discussed, the concept of an 

electronic value chain needs to be addressed to set the scene within which inter-firm 

relationships occur in an internet environment.  The value chain is a model that 

describes a sequence of value-adding activities of a single organisation, connecting its 

supply side (raw material, inbound logistics and production process) with its demand 

side (outbound logistic, marketing, sales) and includes supporting activities (firm 

infrastructure, human resources management, research and development, procurement) 

(Porter. 1985, 2001).   

 

This concept can be expanded into an electronic or virtual value chain to reflect the 

impact of emerging electronic technologies on businesses (Sakkas, Malkewitz & 

Apostolou 1999; Turner 2000). When an organisation exchanges value in the form of 

money, goods, services and information with suppliers and/or customers over the 

internet, it undertakes two new ways of doing business.  Firstly, it opens up the 

organisation to include new partners, suppliers and customers and connects them 

through a universal electronic medium.  Secondly, it requires the integration and 

alignment of technology, process, and human performance with a continuously evolving 

strategic intent (Anonymous 1999; Hoffman, D. & Novak 1996).  Thus, an electronic 

value chain acts as a value-adding component of an e-business infrastructure to improve 
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communication and coordination, and encourage the mutual sharing of inter-

organisational resources and competencies (Cheng et al. 2001).  The details of how this 

electronic value chain can add value are established in Figure 2.3. 

 

Forms of electronic value chain.  Electronic value chains can take many forms.  

Research in this area has examined different classifications, using functional integration 

and degree of innovation (Timmers 1998), economic control and value integration 

(Rappa 2001; Tapscott et al. 2000; Tapscott & NetLibrary Inc. 1999) and type of 

relationship (Amit & Zott 2001; Terry 1999).  One way of categorising these electronic 

value chain forms is based on the traditional value chain concept (Turner 2000).  That 

is, B2B internet applications fit into both the buyer side and seller side of the value 

chain.  From a seller’s perspective, the emphasis is on procurements which indirectly 

facilitate efficiencies (Turban et al. 2000; Turner 2000) while from a buyer’s 

perspective, the focus is on selling goods or services through the internet and the 

primary goal is to generate revenue (Ariba 2000; Kippola 2000; Turner 2000; SAP 

2000).  In addition to these two forms, a third form of this classification system is 

enabled by the nature of the internet and is referred to as a market maker (Turner 2000), 

or marketplace (Kippola 2000), which brings together numerous suppliers and buyers 

without compromising individual processes, enabling effective interactions and business 

collaboration (Babaria 2001; Kippola 2000).  This research concentrates on the seller’s 

perspective as justified in Section 3.7.  

 



 

Figure 2.3 Details of an electronic value chain 
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Source: Synthesised from Gulesian & Gulesian (1999), O'Leary (2000), Seybold (1999), Hamel & Sampler (1998), Holzner (1998), and Kotler (1997) 
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Another classification system of electronic value chain is based on the infrastructure 

that a firm can use to network with other firms (Premkumar 2000).  Two types of 

electronic hierarchies are emphasised in the literature: a firm-specific infrastructure or a 

common electronic infrastructure (Anonymous 2001; Chan & Swatman 2000).  On the 

one hand, electronic hierarchies such as electronic data interchange (EDI) are firm-

specific linkages, which are maintained electronically, but coordinated by management 

rather than market forces.  These types of electronic hierarchies are bilateral, designed 

for dyadic exchanges between supplier and buyer. On the other hand, internet 

technology facilitated networks are a common electronic infrastructure that facilitate 

transactions over telecommunications networks between multiple buyers and sellers 

(Chan & Swatman 2000; Walton & Gupta 1999).  These internet-facilitated networks 

are the focus of this research. 

 

Evolution of electronic value chain. In the B2B e-commerce environment, inter-

organisational systems (IOS) have been used in the value chain since the early 1970s 

(Wilson, D. & Vlosky 1998) to link one or more firms to their suppliers or customers 

through private value-added networks (Premkumar 2000). In the 1980s, IOS were seen 

as mechanisms for locking in customers and raising entry barriers against competitors 

(Orman 1987;  Cash & Konsynski 1985). More recently, the focus has shifted toward 

the use of IOS to better manage supply chains (Applegate, McFarlen & McKenney 

1999; Lancioni, Smith & Oliva 2000). The key incentives that drove this development 

included cost reduction, increased productivity, and improved market strategy (Kaipia 

2000; Timmers 1998).  That is, the use of IOS promises the possibility of substantial 

business efficiency improvements and cost savings through the automation of many 

routine business transactions, reduction of human involvement in the process, 

enablement of point-of-sale inventory systems and linkage to banks/financial 

institutions through electronic funds transfer (Kobielus 1988; Min & Galle 1999).  

 

As internet technology advanced in the latter half of the 1990s, the emphasis on 

applying IT to inter-organisational processes has accelerated. This application of 

internet-based systems for improving value chain performance forms the basis for B2B 

e-business (Watson et al. 2000; Turner 2000).  That is, a web interface to suppliers can 

be created as part of an existing website for organisations (Hamel & Sampler 1998; 

Ruud & Deutz 1999).  For example, Ford Motors unveiled a relationship marketing 
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program using the internet.  Its web site links its dealers and establishes an ownership 

network (Dix 2000).  

 

This type of IOS provides several channel functions.  Firstly, it enables producers to 

control the opportunism of suppliers by pursuing concurrent exchange relationships 

with the implied threat of switching to alternative vendors (Joshi & Stump 1999).  It 

also helps to identify a set of potential trading partners for a transaction by providing 

seller’s product information or market intelligence (Choudhury, Hartzel & Konsynski 

1998).   

 

That is, B2B e-commerce links customers and suppliers electronically so that individual 

firms can integrate their value chains in a virtual environment.  The major difference 

between traditional EDI and B2B e-business is that EDI was conducted through private 

networks while B2B e-business uses the public internet (Robert & Mackay 1998).  

While implementing EDI has high entry costs and implementation complexity tends to 

limit its use to large businesses (Vollmer 2001; Waltner 1997), the internet has the 

potential to extend EDI’s life by reducing cost barriers (Sakkas, Malkewitz & 

Apostolou 1999).  That is, the internet greatly reduces the setup and maintenance costs, 

and is widely used by businesses so that firms can include the majority of their 

exchange partners in the virtual trading environment, whether large or small (Cairncross 

2000).  

 

As a result of the release of the graphical web browser in 1993, e-business has spread 

from bilateral interorganisational information systems to the internet.  For example, 

XML (Extensible Markup Language) enables small to medium firms to incorporate EDI 

standards into web based transactions without the added expenses of implementing a 

traditional EDI infrastructure (Holzner 1998).  Thus, the adoption of e-commerce over 

the internet has progressed at a rate exceeding that of EDI.  For example, Boeing went 

from having 70 suppliers utilising its EDI platform over eighteen years, to 334 over the 

internet within twelve months (Seybold 1999).   

 

In brief, supporting technologies such as the internet for interorganisational systems are 

a part of a firm’s overall e-business strategy.  The fundamental change in e-business is 

its openness in terms of access and design, which enables relationships to operate on 

different levels (Gabbott & Colgate 1999).  In light of the new internet-based 
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technologies, firms need to reassess boundary decisions that determine governance 

structures for executing the primary functions of procurement, as well as information 

technology support functions in the value chain model.  A first step is to assess the 

advantages and disadvantages that the internet can offer for their business models.   

 

Taking advantage of B2B internet marketing 

B2B internet marketing refers to industrial transactions and communications, where 

businesses are involved in trading with other businesses using the internet as the 

communication medium.  The use of the internet for procurement and other industrial 

transactions greatly reduces the cost of doing business (Kothandaraman & Wilson 

2001).  For example, Cisco systems, a leading distributor of networking equipment, 

claims that on-line transactions saved the company as much as US$500 million in 

transaction and procurement costs every year (Tapscott 1999).   

 

B2B internet marketing involves a substantial and complex business process, requiring 

an understanding of the needs of both customers and suppliers.  This process needs to 

be integrated with existing applications of the business to serve the needs of exchange 

partners at either end of the value chain.  In addition, the process covers a broad range 

of applications, ranging from simple information dissemination about product 

specifications, and pricing through to the integrated supply chain relationships designed 

to optimise the distribution process (Graham & Hardaker 2000).  Current literature 

emphasises the advantages that internet applications provide in a B2B context.  They 

are summarised in Table 2.4 and discussed next. 

 

Improved communications. Some previous research viewed the web as a new 

communication medium.  Hoffman and Novak (1996, p. 19) proposed that 

communication on the web uses a many-to-many communications model because  

‘consumers can interact with the medium, firms can provide content through the 

medium’. Electronic interactions can result in faster communications and increased 

responsiveness. For example, BHP set up a comprehensive web site to provide 

information not only about the steel industry, products and services they provide, but 

also specific issues such as test certificates, order status and detailed technical 

information to support its customers (Chan & Swatman 2000).   
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Table 2.4 Business applications using internet-based technologies, in 
chronological order 

  
Author/year of publication 

Improved 
communi-
cation 

Improved 
financial 
performance 

Improved 
operational 
efficiency  

Improved 
cutomer 
service 

Improved 
partner 
relation- 
ships 

Keeler (1995) √ √    
Sterne (1996) √ √    
Hodkinson & Keil (1996) √ √ √   
Murphy (1996) √ √ √ √  
Quelch & Klein (1996) √ √    
Kalakota & Whinston 
(1997) 

√ √ √ √ √ 

Birch & Young (1997) √ √    
Soh, Mah, Gan, Chew & 
Reid (1997) 

√ √ √ √ √ 

Honeycutt, Flaherty & 
Benassi (1998) 

√ √   √ 

Banaghan & Bryant (1998)   √   
Yu & Koslow (1999) √ √ √ √  
Geiger & Martin (1999_ √   √  
Griffith & Palmer (1999) √   √  
Evans & King (1999) √ √ √ √  
Silverstein (1999, 2001) √ √ √ √ √ 
Reedy, Schullo & 
Zimmerman (2000) 

√  √  √ 

Vlosky, Fontenot & Blalock  
(2000) 

√ √ √ √ √ 

Chan & Swatman (2000) √   √  
Fraser, Fraser & McDonald  
(2000) 

√     

Avlonitis & Karayanni 
(2000) 

 √ √ √  

Turban et al. (2000) √ √ √ √  
(Plant 2000)  √    
Chircu & Kauffman (2000)  √    
Gome (2000)  √    
Levy (2000)  √ √   
Wymbs (2000) √ √ √ √  
Walsh & Godfrey (2000)    √  
McWilliam (2000) √   √ √ 
Lancioni, Smith & Oliva  
(2000) 

 √ √ √ √ 

O'Keeffe (2001)  √ √ √ √ 
Brewton & Kingseed (2001)  √ √  √ 
Bhat, Runciman & Chaston 
(2001) 

√ √ √ √ √ 

Cunningham, J. (2001) √ √ √ √ √ 
Webster, J. (2001) √     
Dann & Dann (2001) √ √ √ √ √ 
Dussault (2001) √ √ √ √ √ 
Huggins (2001) √ √ √ √ √ 
Kothandaraman & Wilson  
(2001) 

  √ √ √ 

Total 15 14 9 8 6 
Source: developed for this research. 
 



 35

The internet improves business communication through effective and efficient 

information search and exchange (Blankenhorn 2001; Hutchins 2001; Zettelmeyer 

2000) as well as enhanced connectivity and interactivity (Dutta & Biren 2001).  That is, 

the internet facilitates effective and efficient access to information and allows firms to 

exchange information with their exchange partners (Fraser, Fraser & McDonald 2000).  

For example, Dell’s business customers can browse product and price specifications 

online, place an order and monitor the status of product delivery (Rangan & Bell 1998).  

By releasing Dell staff from managing transactions, these individuals have more time to 

enter into a process consultancy role with customers (Seybold 1999). 

 

Moreover, communication is improved at points along the value chain (Webster 2001).  

The internet enhances the communication aspects of the procurement process (Boyle & 

Alwitt 1999).  Procurement systems become networked through the internet, including 

activities ranging from information search on availability of other businesses to the 

supply of goods and services, through to delivery, contact management and invoicing, 

to payment (DCITA 2000).  This e-procurement process reduces the formalisation of 

the communication between exchange partners, eliminating ‘the rules, paper work, 

hidden procedures and other obstacles’ (Kalakota & Robinson 1999, p. 243).    

 

Improved financial performance. The next advantage the internet can offer relates to 

profitability - decreasing costs and increasing revenue. On the one hand, cost reduction 

is the most cited benefit of using internet-based technologies in B2B e-commerce (for 

example, Evans & King 1999, Vlosky, Fontenot & Blalock 2000, Yu & Koslow 1999).  

As well, many firms benefit from using internet-based technologies in terms of savings 

on operational methods such as placing orders, receiving invoices, tracking shipments 

and processing payments and can achieve an electronic integration effect (DeJesus 

2000; Steinfield, Chan & Kraut 2000).  For example, the General Electric company 

halved its 14-day purchasing cycle by communicating with suppliers over an extranet 

instead of using phone, fax, and postal mail (Murphy 1999).  Similarly, Federal Express 

reported that its on-line services have helped the company save between US$4 million 

and US$6 million per year in tracking costs alone (Gilbert 2001).  In addition to 

operational cost efficiency, marketing communication costs can also decrease directly 

by substituting the internet for other communication media (Rowley 1996, 1999).  For 

instance, online customer support documentation can dramatically cut the costs of 

printing and shipping paper-based technical support material (Yu & Koslow 1999). 
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On the other hand, the internet can be used to generate revenue through a number of 

mechanisms such as increased speed to market, expanded global market, and decreased 

market entry barrier.  Firms may distribute information using electronic mail or the web 

and ensure that it reaches its target as soon as the information is available.  The internet 

also enables small firms to overcome entry barriers (Hoffman & Novak 1996b), 

particularly to the global market (Quelch & Klein 1997; Birch & Young 1997).   

 

Improved operational efficiency and supply chain management.  Related to the above 

two advantages that B2B internet use can offer, the third advantage is improved 

financial performance.  That is, B2B internet use improves operational efficiency 

through automated procurement, reduced errors and time in completing business 

transactions and increased flexibility and responsiveness.  For example, as a result of 

implementing internet-based procurement, a New Zealand firm’s accounts receivable 

staff received fewer calls asking for invoice or credit note reprints as customers were 

able to download these off the web site (Baht, Runciman & Chaston 2001).   

 

Also, the web enables companies to effectively manage their supply chain in an 

integrated fashion by developing stronger relationships with their business partners, 

ultimately adding value to products and services sold to end customers (Kothandaraman 

& Wilson 2001; Lancioni, Smith & Oliva 2000).  Web-based electronic data 

interchange and electronic funds transfers enhance supply chain management, allowing 

swifter and more accurate transactions (Griffith & Palmer 1999).  For example, General 

Electric, in order to more effectively manage its suppliers, has changed its business 

arena from a physical business community to an electronic one.  Its Trading Process 

Network is an online business forum that allows the company to transact approximately 

US$1 billion worth of business with more than 1,400 suppliers scattered around the 

globe. Its multi-tiered supply chain strategy is to promote the system to other suppliers 

who would then promote the system to their suppliers (Moozakis 2001). 

 

Improved customer service. Internet-based customer service not only affects direct 

sales, but also improves customer relations that retain customers  (Evans & King 1999). 

Using the internet as a medium can speed up service turn-around and enhance service 

delivery (Geiger and Martin 1999).  Customers can self-serve information, instead of 

waiting for sales representatives. For example, Cisco Systems reported a saving of 
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US$550 million per year in customer service costs through the internet (Barua et al. 

2001).   

Further, customer service is no longer limited by time.  A business can take customer 

questions and/or service requests online and provide detailed answers within 24 hours 

(Lancioni, Smith & Oliver 2000).  The web also offers capabilities to improve customer 

service and decrease the cost of service delivery.  For example, General Electric 

maintains an on-line searchable database with over 1,500 technical documents on its 

industrial products, reducing the cycle time for answering requests from 3 days to a 

matter of seconds (Auger & Gallaugher 1997).  Similarly, Federal Express offers their 

customers the ability to track their packages through their web site.  This on-line service 

enables the company's customers to track exactly where their packages are and when 

they will be (or have been) safely delivered.  

 

Improved partner relationships and collaboration.  Indeed, using the internet to support 

and improve customer service is part of the process of building customer relationships 

which takes the business relationship issues into the realm of cooperative relationships 

between exchange partners (Griffith & Palmer 1999; Webster, J. 2000, 2001).  Firstly, 

internet use may facilitate long-term relationships with intermediaries, through enabling 

shared databases and processes that contribute to closer customer relationships 

(Kalakota & Whinston 1997; Honeycutt, Flaherty & Benassi 1998). In addition to 

traditional modes of communication, e-mail, chatrooms and web-based 

videoconferencing allow exchange partners more opportunity to easily exchange 

documents and opinions, thus strengthening relationships (Boyle & Alwitt 1999).   

 

Secondly, industry-related sites can be used to generate community of interest in which 

manufacturers, retailers, and customers discuss issues of concern.  For example, a major 

pharmaceutical manufacturer, Johnson & Johnson, provides online support and advice 

to consumers and research communities regarding diseases, prescription, treatments and 

current research (More & McGrath 2000).  

 

Finally, the web strengthens B2B and B2C relationships by allowing firms to use 

multimedia information about products and services, such as sound and active pictures 

(Hicks 2000). The information on the web site can be updated continuously and 

instantly, and is always available to consumers and business partners (Biland 2000).  
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Boeing/McDonnell Douglas maintains a site for their suppliers and partners that allows 

access to a continuing stream of technical specifications at a single web location, 

enhancing supplier response time and facilitating the company's ability to meet 

customers' most current technical needs (Griffith & Palmer 1999).  

 

Issues of concern.   Despite the advantages of B2B internet use noted above, several 

issues concern e-business participants: security, the internet as an impersonal 

communication medium and uncertainty in further regulation of this medium.  

 

Security.  Firstly, one problem of internet-based technologies is security (Chan & 

Swatman 2000; Turner 2000).  Any system that runs over the internet is vulnerable to 

encroachment from unauthorised personnel which can lead to loss of intellectual 

property to those who can take advantage of their access, to commercially valuable 

information. Thus, security of transactions and information is a part of the successful 

conduct of e-business (Kehoe 2001; Petrison, Blattburg & Wang 1997) and for e-

commerce to be effectively conducted, it must be assured that the transaction 

environment is secure (Hagel & Singer 1999; Evans & King 1999).   

 

However, safeguard mechanisms such as the digital signature, encryption and firewalls 

provide sufficient security for e-commerce (Bhimani 1996; Turner 2000).  Indeed, there 

is empirical evidence that on-line transactions are often safer than traditional 

transactions through phone, mail, or fax (Noglows 1995) and the lack of security for 

internet transactions may be exaggerated (Broadbent 1996). Nonetheless, businesses can 

take several steps to improve the security of on-line transactions, for example, by using 

a global public key infrastructure which is a spectrum of products that protects the 

integrity, confidentiality, and legitimacy of on-line transactions (Arden & Palmer 1999; 

Loshin 1999).  

 

Impersonal media. As a medium for commerce, the web can be regarded as relatively 

impersonal due to the lack of face-to-face contact between exchange partners.  This lack 

of social interaction could potentially have negative implications for both society and 

for the success of the web as a commercial medium (Boyer 2001).  

 

There are also potential problems in establishing effective communications that involve 

subtle reading of human interactions (Civin 1999; Henry 2001).  The analysis of human 
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interaction to obtain the meaning of information and to interpret that information often 

requires social interaction such as direct face-to-face human involvement which is often 

a valuable part of these transactions (Henry 2001).   

 

Uncertainty.  New technologies such as e-commerce may have high learning costs.  The 

regulatory and taxation systems that will be associated with e-commerce are in the 

process of being developed (OECD 1999), therefore, it is unclear how e-commerce 

transactions will be regulated, enforced and taxed (Boyer 2001). 

 

In summary, internet marketing has evolved over the last two decades and B2B internet 

applications have transformed many aspects of how business is conducted, including 

relationship marketing.  Therefore, this research focuses on how B2B internet use may 

impact on relationship marketing. 

 

2.3 Parent theory two: relationship marketing 

The previous section suggests that most of the literature about the potential for internet-

facilitated relationships in a B2B context seems to be anecdotal, experiential, and 

descriptive. Because a greater understanding of the internet's potential to facilitate 

business relationships could be obtained from the field of relationship marketing, this 

section reviews the research problem in relation to the relationship marketing literature. 

 

This review has four parts and is based on Rao & Perry (2003) and Perry, Rao & 

Spencer-Matthews (2003).  The first part (Section 2.3.1) defines relationship marketing 

to set the scene. The second part (Section 2.3.2) reviews the history and evolution of 

relationship marketing and the theoretical contributions made to it by various schools of 

marketing thought such as the Industrial Marketing and Purchasing (IMP) group, the 

Nordic School of services, the Anglo-Australian view, and the North American view. 

The third part (Section 2.3.3) discusses the process of relationship development which 

leads to the role that emerging internet-based technologies may play in the facilitation 

of business relationships in the electronic value chain (Section 2.3.4), which is the focus 

of this research. 

 

2.3.1 Definitions of relationship marketing  

Transaction cost analysis sets the boundaries for relationship marketing by focusing its 

attention on the exchange relations between buyers and sellers (Ambler 1994; Heide, J. 



1994).  On a continuum of exchange, the ‘spot market’ and ‘hierarchy’ positions 

represent polar extremes as demonstrated in Figure 2.4, where relationships are 

unimportant (Healy et al. 2001). Thus this study only concerns the relationships in the 

‘hybrid’ exchanges between the two extremes. 

 

Figure 2.4 The continuum from transactional to relationship marketing 
Transactional marketing/good             Relationship marketing/service 

        •                         •                   •                           •                             •                               •      

Industrial             FMCG         Other retail          Services                       Services with                 Business- 

commodities                             goods                  with high                     high credence                to-business 

                                                                             search                         qualities                           services  

                                                                             or experience                                                       qualities                      

                                                                             qualities 

Note: FMCG= fast moving consumer goods 
Source: adopted from Perry, Rao & Spencer-Matthews (2003). 
 

Definitions. There is no generally accepted position for relationship marketing (Buttle 

1996) - some argue it is merely a new tactic (Davis 1995; Larson 1997) added to 

marketing activities, or a strategic focus shift (Li & Greenberg 1997) or even a 

paradigm shift (Coviello, Brodie & Munro 1997; Grönroos 1996; Sheth & Parvatiyar 

1995).  However, most researchers agree that relationship marketing is different from 

transaction marketing (Gummesson 1996).  Thus to give relationship marketing a 

definition, it is necessary to distinguish the two concepts.  The duration of the exchange 

relationship is one of the core elements in distinguishing the two. A transactional 

exchange involves a single, short time exchange with a distinct beginning and ending 

(Gundlach & Murphy 1993).  In contrast, a relational exchange involves multiple 

linked exchanges extending over time and usually involves both economic and social 

bonds (as will be discussed further in Section 2.4.2).    Note that the two types of 

marketing can complement each other in various industries and various types of 

transactions (Coviello & Brodie 2001). 

 

Further, the relationship marketing approach is multifunctional and integrative – it 

‘views marketing as an integrative activity involving functions across the organisation, 

with an emphasis on facilitating, building and maintaining relationships over time’ 

(Coviello et al. 1997, p. 23, emphases added; Sheth & Parvatiyar 1995). In more detail, 

at the micro level, relationship marketing is concerned with the nature of the 

relationships between the firm and customer that emphasises a long-term relationship 
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taking account of the customer’s needs and values.  This research is pitched at this 

micro level.  At a macro level, relationship marketing is used as a term to describe the 

relationship within which the organisation engages with all stakeholders, thus the 

strategic issue is to establish the mix or portfolio of the relationships that is essential for 

the firm (Stewart & Durkin 1999). 

 

Relationship marketing needs to be defined for this research appropriately.  One 

comprehensive definition of relationship marketing includes this integrative nature of 

relationship marketing and the concept of exchange that is the foundation of marketing 

(Bagozzi 1979).  It states that ‘relationship marketing refers to all marketing activities 

directed towards establishing, developing, and maintaining successful relational 

exchanges’ (Morgan & Hunt 1994, p. 4, emphases added).  However, this definition is 

so comprehensive that some of the detail of the ‘trees’ of relationship marketing may be 

lost in its picture of the ‘wood’; for example, it does not include the nature or purpose of 

the relational exchanges.  

 

In a more detailed consideration of the definitions of relationship marketing, Harker 

(1999) identified as many as seven conceptual categories from 26 definitions of 

relationship marketing in the literature: creation, development, maintenance, interactive, 

long-term, emotional content and output.    From his review of these definitions, a new 

definition that emphasises the management of many relationships was developed: 

‘relationship marketing occurs when an organisation engaged in proactively creating, 

developing and maintaining committed, interactive and profitable exchanges with 

selected customers or partners over time’ (Harker 1999, p. 16, emphases added).  This 

definition incorporates the comprehensive one above and also emphasises the purpose 

and benefit of relationship marketing.  The word ‘partner’ in this definition implies 

relationship marketing can refer to many stakeholders in addition to customers, 

including competitors in a strategic alliance.  That is, this definition fits in the macro 

level noted above.  Thus this detailed but broad definition of Harker’s is adopted for this 

research because of its emphasis on the purpose and benefits of relationship marketing 

between a firm and its strategic stakeholders. 

 

2.3.2 Evolution of relationship marketing 

The 26 definitions analysed by Harker (1999) noted above reflect the development and 

evolution of relationship marketing thoughts over the last three decades. This section 
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discusses the historical rise of relationship marketing and various theoretical 

contributions to it.  

 

Relationship marketing has existed in previous eras (Sheth & Parvatiyar 1995) and in 

many cultures (Palmer 1995).  However, it was not until the late 1970s and the 1980s 

that the term relationship marketing emerged in the marketing literature.  

Simultaneously but independently, researchers in the United States (for example, 

Jackson 1985, Wilson, D. 1976) and Europe (for example, Ford 1980, Gummesson 

1987, Håkansson 1982) began to look beyond simple dyadic transactions and began to 

explore the notion of dyadic relationships.  The three major theoretical streams of 

relationship marketing were the network approach to industrial marketing developed by 

the international marketing and purchasing group (IMP) (Gummesson, Lehtinen & 

Grönroos 1997), the Nordic approach focusing on services marketing, and the more 

recent North American and Anglo-Australian approaches, with this research fitting into 

the third stream.   

 

The IMP group. The Swedish-based Industrial Marketing and Purchasing (IMP) group 

took an interaction and network approach to understanding industrial business-to-

business activities (Axelsson & Easton 1992; Wilkinson 2001). The IMP group drew on 

behavioural theories from sociology and organisation theory and employed descriptive 

case studies of industrial and purchasing situations (Liljegren 1988; Tuominen 1997; 

Wilson, D. 1995). Their research focuses on the role and value of relations and 

interaction behaviour such as the development of technology in relations (Håkansson 

1989), international relations (Ford & Rosson 1982) and networks (Johanson & Mattson 

1987).  

 

The Nordic school of services.  In the early 1970s, a separate area of marketing and the 

second major theoretical contribution to relationship marketing came from the Nordic 

School of services in Scandinavia and Finland. This school established relationship 

concepts and models derived from its experience with many long-lasting relationships 

between service providers and customers, and argued that the marketing of services 

cannot be separated from overall organisational management (Grönroos 1994).  

 

A common denominator of the IMP and Nordic schools is that marketing normally has 

to be built on ongoing relationships, unlike the managerial view which is based on 
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discrete transactions (Dwyer, Schurr & Oh 1987; Holmlund & Kock 1996). Thus 

relationship marketing focuses on customer retention, product benefits, a long time 

scale with emphases on customer contact, service and commitment and quality as the 

concern of all (Christopher, Payne & Ballantyne 1991).  

 

North American and other views. In turn, in North America, relationship marketing is 

more narrowly focused in services marketing.  For example, Berry 1983, 1995a, 1995b) 

first applied the expression ‘relationship marketing’ to services marketing and in 

particular to describe a long-term approach to marketing strategy as opposed to 

transaction marketing (Bejou 1997; Crosby & Stephens 1987; Jackson, B. 1985; 

Rosenberg & Czepiel 1995).  Research has been conducted in a variety of industrial, 

cultural and inter-firm contexts (Ahmed, Patterson & Styles 1999; Mavondo & Rodrigo 

2001; Sharma & Patterson 2000). 

 

In brief, relationship marketing has evolved over the last two decades with emphases 

shifting to different approaches.  One of the earliest approaches to relationship 

marketing research is social exchange theory that placed much importance on 

interactive marketing activities (Anderson & Narus 1984; Araujo & Easton 1996; Sheth, 

& Parvatiyar 1995), followed by other approaches such as inter-organisation theory 

(Van de Ven 1992) and industrial network theory (Mattson 1985).  More recently, 

databases have allowed direct marketers to more focus on relationships with selected 

customers who are more profitable for the firm (Coviallo, Brodie and Munro, 1997).  

Indeed, database marketing is the key to extending relationship marketing from B2B 

situations to B2C situations (O'Malley & Tynan 1997).  Finally, the emerging 

interactive technologies including the internet since the late 1990s, allow for 

personalisation and thus provide unique opportunities for relationship marketing to be 

practiced on a one-to-one level (Geiger & Martin 1999; Gillenson, Sherrell & Chen 

1999; Pepper, Rogers & Dorf 1999).  This research fits into this most recent evolution 

of research about relationship marketing.   

 

2.3.3 Process of relationship development 

Business relationships are dynamic and complex and can be understood in an embedded 

context of a network of businesses which is a set of connected businesses and/or their 

customers and/or suppliers (and their customers/suppliers) (Blankenburg-Holm, 

Eriksson & Johanson 1999; Håkansson 1982; Moller 1999; Wilkinson 20001).  As a 
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relationship develops, various business activities become connected to those of anther 

organisation, creating interdependencies of activities (Ahmad & Buttle 2001).   

 

However, in this study, the phenomenon under investigation involves a single dyadic 

relation within the marketing chain (as will be discussed in Section 4.4), not a triad or a 

web of related relationships.  This dyad is the basic unit of analysis in a network of 

connected relations.  Moreover, B2B internet-linked business networks are not as 

prevalent as dyadic relationships (Raczkowski 2001; Tapscott, Ticoll & Lowy 2000).  

That is, the context is that of buyer-seller, not an extended or horizontal network 

context; neither is it collaborative business relationships such as between suppliers 

(Sheth & Parvatiyar 1995), nor a broader stakeholder level dyad (Christoper et al 1991).  

A discussion of a six-fold classification of marketing relationships is included in 

Appendix 2.1 to reinforce the appropriateness of the adoption of the dyadic relations as 

the unit of analysis for this research.  

 

Stage vs state theory of relationship development.  Although there has been no 

generally accepted theory of this inter-firm relationship development process referred to 

in the definitions above (Anderson & Weitz 1989), there are several schools of thought 

about these processes that can be broadly classified into stages theory and states theory.  

These theories reflect the definition of relationship marketing noted in Section 2.3.1, in 

that they focus on the establishing, developing and maintaining of relational exchanges.  

The stage theory focuses on a progression of change processes through stages while the 

states theory emphasises strategic moves of exchange actors which occurs in an 

unstructured and unpredictable manner at any point in time. The main ideas of both 

theories are discussed next and the states theory is justified for this research. 

 

Stage theory emphasises that the inter-firm relationship development goes through 

stages.  That is, relationship development is an evolution and progression through an 

increase of resource commitments and interdependence (Ford 1980; Dwyer, Schurr and 

Oh 1987).  Thus the IMP’s European studies (Ford 1980) suggested that the relationship 

development was a “process of increasing experience and commitments as transactions 

take place” (Ford and Rosson 1982 cited in Ford 1997, p. 71). This process is described 

as a gradual development, taking place in a sequential manner and over long periods of 

time (Ford 1980; Van de Ven 1992).  Two models exert considerable influence in the 

stage theory: life cycle models (Easton et al. 1993; Porter, M.E. 1980; Quinn & 
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Cameron 1983), and the growth stage models of inter firm relationships (Dwyer, Schurr 

& Oh 1987; Ford 1980; Kanter 1994; Larson, A. 1992).   

 

Despite its wide use, there are several criticisms of the appropriateness of the stage 

theory.  Firstly, the assumption that relationship development processes occur in a 

sequential/incremental and irreversible manner is questioned (Bell 1995; Quinn & 

Cameron 1983).  For example, some recent research has found that inter-firm 

relationships seldom go through a definite stage-by-stage development process (Ford, 

McDowell & Turnbull 1996).  Secondly, the simplicity of stage theory does not allow it 

to fully explain complex inter-firm relationships, particularly the boundaries between 

stages.  That is, it provides little explanation for the transition from one stage to another.  

Finally, stage theory fails to address unsuccessful situations in change processes (Ford, 

McDowell & Turnbull 1996). 

 

Unlike the stage theory, the states theory focuses on the unpredicted state of the 

relationship at a point in time because strategic moves of exchange actors occur in an 

unstructured and unpredictable manner (Ford, McDowell & Turnbull 1996; Ford & 

Rosson 1982).  That is, relationship development is much more complex and may not 

be evolving in the predictable, structured manner which stages theory implies 

(Anderson, Håkansson & Johnason 1994; Bell 1995; Håkansson & Snehota 1995).  

Relationship or network development can move forward and backward or even stay in 

the same state for an undetermined period in the development process (Ford & Rosson, 

1982 cited in Ford, 1997, p. 78).   



 

Figure 2.5 States model of relationship development processes 

 

Termination 

Dormant 

EstablishmentInitiation Development & 
maintenance 

Source: adapted from Batonda (1998). 
 

This states theory appears to be an appropriate foundation for understanding how 

relationships actually develop, because research about business relationships found that 

most inter-firm network relationship development is an evolution of unpredictable states 

rather than stages (Batonda 1998).  That is, relationship development is not necessarily 

an orderly progression of phases over time, and the phases that parties move to in the 

network development process do not depend on fulfillment of a set of conditions but 

rather depend on the circumstances/opportunities at a given point in time as illustrated 

in Figure 2.5.  Thus this view of the relationship development process is adopted as a 

background to this research concerning internet-facilitated relationships, and three states 

are relevant and discussed in Section 3.7. 

 

2.3.4 The role of information technology in relationship marketing  

Information technology (IT) including the internet will be one of the main forces 

shaping relationship marketing in the new millennium (Holden & O'Toole 2000; 

Schultz 1997).  However, there does not seem to be a consensus in the literature about 

technology’s role in relationship marketing.  Two opposite positions can be synthesised 

from the literature about the relationship-technology nexus.  Firstly, some scholars 

argue that there is minimum contribution of technology to relationship marketing 

because technology may be incompatible with high levels of human involvement in 

relationship development (Fisk, Brown & Bitner 1993; Peterson, R. & Lucas 1996).  

That is, only people create relationships and close relationships may suffer through 

technology (Barnes 1997; Pressey & Mathews 1997; Sraeel 1996).  For example, 

technology in service may deliver less personal service, thus less satisfaction and 
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commitment (Silver & Laine 1996).  Therefore, the relationship concept should be 

confined to human interactions (Lehtinen 1996). 

 

The second position in the literature is that technologies that allow customisation and 

personalisation may enhance rather than hinder relationships.  That is, new development 

in technology can affect business activities and relationships in many different ways and 

IT has a positive effect on inter-firm relationships (Han 1997).  Without effective use of 

technology, relationship marketing may not be an effective strategy (Zineldin 2000).  

For instance, it can influence communication and coordination processes within a 

network with alliances and other collaborators.  In particular, emerging electronic 

technologies are becoming the cornerstone of many relationships (Naudé & Holland 

1996) and may facilitate dialogue and interactivity between business parties and result 

in more customised services and better relationships (Backer, Buttery & Richter-Buttery 

1998; Lovelock 1996).  These technologies make it easier for organisations to have 

direct and different levels of interaction with their customers (Webster, F. 1992; 

Zineldin 2000).   

 

Indeed, the internet may facilitate the full implementation of relationship marketing ‘as 

the dominant expression of marketing thought and practice’ (Thirkell 1997, p. 344).  IT 

is not only an important facilitator in streamlining operational efficiencies, but also in 

rearranging business relationships to deliver superior products and services 

(Venkatraman 1994).  For example, financial institutions using internet technology may 

be able to transform existing weak ties into stronger, long-term arrangements through 

customisation and personalisation of the technology (Sheaves & Barnes 1996).  Such 

technology-facilitated relationships may not be close, but are probably closer than those 

that transaction marketing can achieve (Coviello, Brodie & Munro 1997).   

 

In summary, there appears to be disagreement on the role of technology in marketing 

relationships.  How information technology may alter the nature of inter-firm 

relationships, particularly internet-facilitated relationships remains to be understood 

(Sriram 1997; Gabbott & Colgate 1999).  This research can contribute to that 

understanding.   

 

Summary of parent theory two about relationship marketing.  In summary, 

relationship marketing has evolved over the last three decades.  Nevertheless, there is no 
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generally accepted position about relationship marketing’s impact on the practice of 

marketing, nor is there consensus about the relative roles that technology should fill in 

relationship marketing practice.  However, many attempts at defining the components of 

relationship marketing have been made.  Relationship marketing thought has evolved in 

the last two decades, generating much debate and interest.  

 

2.4 Focus theory: developing a theoretical framework for this research 

Based on the parent theories of the internet and relationship marketing of the previous 

section, this section discusses the focus theory of this chapter and constructs a 

theoretical framework of internet-facilitated B2B relationships.  

 

This section is divided into three parts.  The literature of the intersection of internet and 

relationship marketing in the form of a focus theory is sythesised in Section 2.4.1.  Then 

the key relational constructs in an internet environment are identified in Section 2.4.2 

which leads to the development of two models and research hypotheses for this research 

in Section 2.4.3.    

 

2.4.1 Inter-firm relationships in an internet environment 

The aim of this section is to briefly review the findings of the intersection of the 

theories of the internet and relationship marketing (Sections 2.2 and 2.3) as a precursor 

to developing the theoretical framework in Section 2.4.3.  The literature about the 

intersection of internet and relationship marketing is listed in Table 2.5, and is discussed 

next. 

 

Overall, most literature is conceptual (column headed ‘type of research’ in Table 2.5) 

and positive about the internet’s potential for facilitating relationships.  For example, 

the internet facilitates efficient relationship marketing (Donato 1996), and encourages 

interactive dialogue (Hoffman & Novak 1996a, 1996b) that has the potential to establish 

one-to-one relationships between an organisation and its customer (Burke 1997; 

Deighton 1997; McKenna 1995; Pine, Peppers & Rogers 1995; Thirkell 1997).  
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Table 2.5 Scholarly literature about the intersection of internet and relationship marketing, in chronological order 
Representative examples 
of the literature 

Theme Type
of research 

Main points relevant to 
the research problem 

McKenna (1995) Emerging technologies such as 
the internet 

Conceptual/ 
anecdotal 

Real-time interactive dialogue with customers to establish binding 
relationships 

Pine, Peppers & Rogers 
(1995)  

One-to-one media in the 
interactive future 

Conceptual One-to-one marketing using the internet binds the parties in a learning 
relationship that becomes smarter  

Steinfield, Kraut & 
Plummer (1995) 

Inter-organisational networks 
and buyer-seller relationships 

Conceptual The use of networks has the potential to strengthen existing commercial 
relationships; networks can be used to lock in trading partners by increasing 
switching costs 

Donato (1996) Interactive internet Conceptual The web provides an efficient means of relationship marketing 
Hoffman & Novak  (1996a) Web as a unique medium Conceptual The medium is the market and is interactive 
Hoffman & Novak  (1996b) Internet as hypermedia Conceptual Interactivity is with or through the medium 
Burke (1997) Internet shopping Conceptual Interactive internet allows one-to-one relationships 
Coviello, Brodie & Munro 
(1997) 

RM and technology such as 
the internet 

Conceptual Relationships facilitated and personalised through technology are not close, 
although closer than transactional marketing 

Deighton (1997) Internet  and consumer 
marketing 

Conceptual The internet is addressable, responsive, able to carry conversation and 
therefore creates intimacy 

Thirkell (1997) Internet and relationship 
marketing  

Conceptual The web through relationship marketing establishes binding relationships 

Fontenot & Vlosky (1998) Internet buyer-seller 
relationships 

Survey: 
n =123 

Effective communication, trust, and commitment are important components 
in relationships 

Wilson, D. & Vlosky (1998) Inter-organisaitonal 
information system 
technology and supplier-buyer 
relationship 

Survey 
n=82 

Suppliers have a higher degree of dependence on the buyer than vice-versa. 
Trust developed over a long-time is not easily shaken when IOS enters the 
relationship mix 

Hoffman, D., Novak & 
Peralta (1999) 

The online consumer Secondary data Consumers lack control over their information to trust web providers to 
engage in relational exchanges 

Geiger & Martin (1999) The internet and business to-
customer relationship 

Survey n=115 Internet use in Irish companies follows an ornamental or informational 
pattern; the social basis of marketing relationships may be the cause that 
internet’s potential for relationship marketing has not been realised 

Griffith & Palmer (1999) The internet and corporate 
strategy, including relationship 
with trading partners 

Conceptual With information sharing, business partners can strengthen relationships as 
well as their competitive position 

Jevons & Gabbott (2000) Internet business relationships 
and branding 

Conceptual The importance of trust in internet relationships 

Vlosky, Fontenot & Blalock 
(2000) 

The use of extranets in 
channel relationship 
management  

Survey n=56 Extranet partners have better relationships along the supply chain and with 
other partners 

 



Representative examples 
of the literature 

Theme  Type
of research 

Main points relevant to 
the research problem 

Phairor & Hanmer-Lloyd 
(2000) 

The use of extranets in 
channel relationship 
management 

Conceptual Extranets serve as a communication medium to increase trust and 
commitment in exchange relationships 

Wang, Head & Archer 
(2000) 

The internet and relationship 
building in retailing 

Conceptual The technology of the internet has empowered both marketers and 
consumers  
Marketers can use the internet in their relationship building process with 
consumers 

Sweeney (2000) The internet and relationship 
marketing in consumer market 

Empirical n=305 Internet-facilitated relationships are not as close as non-internet-facilitated 
relationships 
Close relationships may suffer through the introduction of technology 

Clark & Lee (2000) The internet and supply chain 
management 

Case study and 
survey n = 26 in 
the US grocery 
industry 

Enhanced performance, interdependence and coordination in B2B 
electronic commerce and supply chain management 

Archer & Yuan (2000) e-commerce procurement and 
B2B relationships 

Conceptual Network-based technology can be used to encourage and facilitate 
customer-business relationships in a customer relationship life-cycle 

Fisher (2001) The internet provide 
opportunities for relationship 
marketing 

Conceptual The internet needs to be integrated into the overall business strategy for 
relationship marketing 

Mirani, Moore & Weber 
(2001) 

The internet and partner 
relationship management 

Case study Internet-based partner relationship management software provides solutions 
specifically targeted to build closer and more productive supplier-reseller 
relationships 

Bhat, Runciman & 
Chaston (2001) 

The internet use in industrial 
channel relationships 

Case study Internet technology enhances the process of building a stronger relationship 
and knowledge base of the retailers’ business by the distributor 

(Boyle, B. 2001) Internet and industrial channel 
relationships 

Survey n=753 in 
the US plastics 
industry 

Channel members become closer due to the communication efficiencies 
gained from the internet; internet users tend to communicate with suppliers 
and customers more frequently using traditional modes than non-users 

Source: developed for this research.
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On the other hand, the empirical studies are divided about the potential of internet-

facilitated B2C and B2B relationships (as shown in Table 2.5).  For example, one 

empirical study found effective communication, trust, and commitment being important 

components in relationships between buyers and sellers in an internet environment 

(Fontenot & Vlosky 1998).  However, another study in B2C markets found that 

consumers’ lack of control over their own personal information and how it will be used 

is a disincentive to trust organisations and to engage in relational exchanges (Hoffman, 

Novak & Peralta 1999).  Indeed, establishing a relationship with customers may be 

harder to achieve in an internet environment because alienation reduces the personal 

social interaction that occurs between individuals in a marketing relationship.  When 

firms begin to adopt the internet for business, the attempt to coordinate business 

activities may be accompanied with distrust, ambivalence and open resistance by 

exchange partners (Kolesar & Galbraith 2000).  

 

In brief, despite the conceptual synergy of the internet and relationship marketing, more 

research is required to examine the extent to which the more advanced internet 

technologies enhance or detract from relationships (Thirkell 1997), especially in B2B 

relationships.  Thus this empirical research falls directly into an area where insufficient 

empirical work has been published and where scholars are suggesting more work should 

be done. 

 

2.4.2 Key constructs in the exchange processes in relationship marketing 

In turn, this next section develops two models and research hypotheses about internet-

facilitated relationships in service industries that will be empirically tested.  This 

development begins with identifying the structural and social bonds in a relationship 

that this research should consider.  Extant literature on marketing relationships in a non-

internet environment has identified a number of core elements.  Table A2.2 in Appendix 

2.2 lists representative literature that explored these bonds and they are discussed next.  

 

There are many component variables in a marketing relationship (Ward, Frew & 

Caldow 1997).  Moreover, the interrelationships of these variables are complex.  For 

example, on one hand, commitment is said to be the end point of a relationship (Dwyer, 

Schurr & Oh 1987), while in other studies it is a mediating variable (Halinen 1996; 

Moorman, C., Zaltman & Deshpande 1992).  
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So consider these bonds in more detail.  Researchers have identified and categorised 

elements in exchange processes, using different terms. Some used operational and 

relational bonds in research about agency-client relationships (Halinen 1997).  Others 

have used broader terms such as structural and social bonds (for example, Berry & 

Parasuraman 1991, Buttle & Ahmad 1999, Gordon 1998, Mattson 1985, Turnbull & 

Wilson 1989, Wilson & Jantrania 1996), or technical and social elements (for example, 

Perry, Cavage & Coote 2002).  Bonding models were originally developed in industrial 

marketing involving goods (for example, Easton & Araujo 1986; Turnbull & Wilson 

1989; Wilson & Mummalaneni 1986).  Only some of the more recent studies have 

applied bonding models to service industries (Ahmad & Buttle 2001; Halinen 1997; 

Jarvinen 1996) and there are no empirical studies that distinguish between two types of 

bonds in a service setting as this research does. 

 

In this services marketing research, the broader terms of structural and social bonds are 

used to categorise the most mentioned elements in the literature (as shown in Appendix 

2.2) because they describe the functions of these elements in a relationship and are 

higher order ties in an exchange relationship (Ahmad & Buttle 2001).  Structural bonds 

are forged when two organisations adapt to each other in some economic or technical 

way such as product or process adjustments (Wilson & Mummaleni 1986), for example, 

investments in assets that are dedicated to their relationship such as ‘just in time’ 

deliveries on demand.  In contrast, social bonds are investments of time and energy that 

produce positive interpersonal relationships between the partners, although these can 

range from formal, organisational contacts through to informal, personal ones (Turnbull 

& Wilson 1989; Wilson & Mummaleni 1986).  These bonds are discussed in detail next.   

 

Structural bonds.  Structural bonds are forged when two parties adapt themselves to 

one another by making economic and related organisational investments that are 

difficult to retrieve when the relationship breaks down, and are often strengthened 

through joint investment in products and process development (Turnbull & Wilson 

1989).  For instance, in a B2B context, examples of structural bonds are information and 

resource sharing and/or adaptations (Gordon 1998; Håkansson & Snehota 1995; 

Mattson 1985; Ulrich 1989), mutual knowledge (Håkansson & Snehota 1995), 

contractual arrangements (Mattson 1985), and integrated competence and investment 

(Perry, Cavaye & Coote 2002).   
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Within both B2B and B2C contexts, there can be three main types of structural bonds: 

adaptations of products and the processes used to make them, financial exchanges and 

information exchanges (Teale 1999).  Product and process adaptations are a visible and 

important component of a relationship because the product characteristics largely 

determine relationship marketing and the nature of exchange relationships (Johanson & 

Mattsson 1987).  The second type, financial exchanges, must be present in an exchange 

in a market setting (Pelton, Strutton & Lumpkin 1997).  The third type, information 

exchanges, permits persuasive information to be provided in communication processes 

within a relationship (Frazier & Summers 1984), fosters participative decision-making 

(Anderson & Weitz 1989), coordinates programs (Johanson & Mattsson 1987), and 

increases commitment and loyalty (Mohr & Nevin 1990).    

 

Social bonds.  In contrast, social bonds are non-economic and are often more personal 

than organisational (Rao & Perry 2003).  These social aspects of an exchange are 

viewed as a dynamic process and play a central role in ongoing exchange episodes by 

fostering symbiotic adaptation (Pelton, Strutton & Lumpkin 1997).  Social bonds can be 

strengthened through multilevel contacts between parties, from formal organisational 

contacts through to informal personal ones.  Trust, commitment and satisfaction are the 

most mentioned social bonds in the literature, as demonstrated in Table A2.2 in 

Appendix 2.2.  

 

Both structural and social bonds can be used to protect profitable exchange relationships 

(Turnbull & Wilson 1989).  That is, social bonds are not necessarily independent of 

structural bonds.  For example, the calculative commitment bond (discussed later in the 

section) is centred on the presence of switching costs that lock in at least one partner 

into the relationship (Wilson & Vlosky 1998).  These switching costs are created by 

investments in the structural bonds of the relationship due to the complexity of the 

relationship and the cost of changing to another exchange partner.  For example, 

switching by one partner in a relationship to another supplier could involve costly re-

engineering of its business processes.  More generally, social bonds may need to be in 

place before knowledge-based structural bonds develop while contractual arrangements 

between parties in a relationship can be an antecedent to trust (Turnbull & Wilson 

1989).  However, in general, opportunities for structural bonding emerge as a result of 

social bonds being in place (Buttle & Ahmad 1999).   

 



In brief, the categorisation of elements of exchange processes into social and structural 

bonds provides a mechanism for understanding their differences and similarities. 

However, neither category of relational bonds has been examined empirically in an 

internet environment.  

 

Identifying theoretical constructs in the theoretical framework 

The extant focus theory literature has speculated on five separate bonds without 

distinguishing them as structural and social bonds, but no empirical evidence exists 

about how the internet influences them.  Upon this foundation, this section can now 

develop the theoretical framework from which the three research issues and related 

hypotheses are derived. Firstly, each of the constructs is identified and discussed.  

Figure 2.6 briefly summaries this discussion. Upon that foundation, the 

interrelationships between them are established in Section 2.4.3. 

 

Figure 2.6 Summary of constructs in the theoretical framework 

 

Structural bonds: 
• Dependence 

• Communication 

• Asset specificity 

Social bonds: 
• Trust 

• Satisfaction 

• Commitment Relational 
outcome: 
• Propensity 

to stay 

Level of 
internet use 

 

Source: Developed for this research. 
 

The constructs are shown in Figure 2.6.  Social bonds include trust (Morrison & 

Firmsone 2000; Novak, Hoffman & Yunga 1998), satisfaction (Bhat, Runciman & 

Chaston 2001; Shepherd, Abkowitz & Cohen 2001) and commitment  and structural 

bonds include communication (Hoffman, D. & Novak 1996; Sahay, Gould & Barwise 

1998), asset specificity (Wilson & Vlosky 1998; Vlosky, Fontenot & Blalock 2000), 

and dependence (Poon & Stwatman 1997; Ratnasingam 2000). Some constructs are 

similar and some are broader than others, capturing a series of concepts.  For example, 

the construct of satisfaction with an exchange partner also captures the perceived value 
 54
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of a relationship (Flint & Woodruff 2001).  To be considered for inclusion in the 

proposed framework, empirical evidence of a construct’s impact on marketing 

relationships was required.  The dominant relationships between these constructs form 

the basis of the framework.   

 

Social bond one: trust.  Literature about important social bonds of trust, satisfaction 

and commitment that are the three key constructs in the field of relationship marketing 

(Morgan & Hunt 1994) (as shown in Table A2.2 in Appendix 2.2) are reviewed 

followed by a discussion of structural bonds.  

 

Consider trust first.  Trust is accepted as a basis for any human interaction or exchange 

(Gundlach & Murphy 1993) and is viewed as an ingredient of marketing relationships 

(Berry, L.1995; Dwyer, Schurr & Oh 1987; Moorman, C. , Deshpande & Zaltman 1993; 

Morgan & Hunt 1994). Indeed, some would say trust is the most important ingredient in 

business relationships (Han, Wilson & Dant 1993).  As a result, a number of models of 

trust development within the context of relationship marketing have been developed (for 

example, Geyskens, Steenkamp & Kumar 1998, Morgan & Hunt 1994).   

 

Interpersonal factors often influence trust development (Moorman, Deshpande & 

Zaltman 1993; Swan, Trawick & Silva 1985) which is why this research investigates 

how the internet influences its development.  Trust emerges when partners share a 

variety of experiences (Doney & Cannon 1997; Dwyer, Schurr & Oh 1987), understand 

one another’s objectives and goals (Achrol 1997; Doney & Cannon 1997) and can 

predict one another’s behaviour (Doney & Cannon 1997).  That is, the inputs that 

generate trust are regular interaction, communication, cooperation, and closeness 

between the parties to a relationship (Anderson, J. & Narus 1990; Descals 1997; 

Morgan & Hunt 1994).  

 

Defining trust for this research.  Essentially, trust concerns exchange partners’ 

confidence and reliability (Blau 1964; Moorman, Zaltman & Deshpande 1992; Morgan 

& Hunt 1994; Rotter 1967).  Many relationship marketing researchers have defined trust 

(for example, Anderson, J. & Weitz 1989, Anderson, James C. & Narus 1990, Doney & 

Cannon 1997, Ganesan 1994, Moorman, Zaltman & Deshpande 1992, Morgan & Hunt 

1994). In these definitions, trust is a belief.  For example, Anderson and Narus (1990) 

view trust as the belief that a partner will perform action that will result in positive 
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outcomes for the firm and not to take unexpected action that may result in negative 

outcomes.  For another example, Moorman Zaltman & Deshpande (1992) define trust as 

the willingness to rely on an exchange partner in whom one has confidence.  An aspect 

of this definition is that trust is an expectation about an exchange partner that results 

from the partner’s expertise, reliability and intentionality.  Both view trust as a 

behavioral intention that reflects reliance on the other partner. 

 

However, within this concept of trust as a belief, the definitions have different 

emphasis.  Trust has been defined as a unidimensional construct of credibility in some 

research (Crosby, Evans & Cowles 1990; Moorman, Deshpande & Zaltman 1993; 

Moorman, Zaltman & Deshpande 1992; Morgan & Hunt 1994; Ruyter, Moorman & 

Lemmink 2001), and a multidimensional construct of credibility and benevolence in 

others (Doney & Cannon 1997; Ganesan 1994; Ganesan & Hess 1997).  A cross-section 

of these different approaches is summarised in Table A2.3 in Appendix 2.4.  For 

example, Ganesan’s (1994) two-dimensional approach includes two distinct 

components: credibility that is based on a party’s expertise and reliability; and 

benevolence that is based on the quality, intentions and characteristics attributed to the 

partner rather than its specific behaviors.  This benevolence can exist even when the 

objective credibility of the exchange partner is less than perfect.  In other words, a party 

will be trusted if their actions are perceived as benevolent by the other party.  

 

Despite this disagreement about different dimensions of trust, most studies of trust tend 

to include one or both aspects of trust in a single, global, unidimensional measure of 

trust (Anderson, J.& Gerbing 1988) as this research does.  For example, Morgan and 

Hunt (1994)’s definition appears to have gained widespread acceptance in the literature 

(Brock-Smith & Barclay 1997; Crosby, Evans & Cowles 1990; Gwinner, Gremler & 

Bitner 1998). The implication of this unidimensionality is that if a person has 

confidence in their exchange partner, they would also be willing to trust, thus any 

definition of trust implicitly includes credibility (Morgan & Hunt 1994).  

 

Related to this area of the dimensionality of trust, a second area of debate has been the 

object of trust (as shown in Table A2.3 in Appendix 2.4, column headed ‘object of 

trust’), which has measurement implications for this research. Some research has tended 

to emphasise trust as confidence in the honesty and integrity of an individual person (for 

example, Crosby, Evans & Cowles 1990).  Others examine customers’ trust in an 
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organisation, captured as customer confidence in the quality and reliability of the 

product or services offered. More recently the focus of trust in a brand has emerged 

(Martin 1998; Shocker, Srivastava & Ruekert 1994).  Trust in a brand is usually 

emotion-based and thus can be quite intense (Martin 1998).  For instance, the level of 

trust in the Coca Cola brand when new Coke was introduced, is greater than would be 

anticipated for a low transaction item such as soft drink.   

 

The object of trust in previous research appears to have been affected by the types of 

product involved.  Research on goods has largely been organisation focused (Anderson, 

E. & Weitz 1992; Anderson, J. & Narus 1990; Gabarino & Johnson 1999; Morgan & 

Hunt 1994) while services research has focused on personal relationships (Crosby, 

Evans & Cowles 1990; Moorman, Zaltman & Deshpande 1992; Moorman, Deshpande 

& Zaltman 1993; Ganesan 1994; Gwinner, Gremler & Bitner 1998).  Combination 

approaches have been used where the level of trust in the organisation and its sales 

consultant are studied (Brock-Smith & Barclay 1997; Doney & Cannon 1997; Smeltzer 

1997).  For this research, the organisation of a bank that provides services, is the object 

of trust (Section 4.4). 

 

In brief, trust in much literature focuses on the credibility of an object, as does this 

research.  Thus, the definition of trust proposed by Morgan and Hunt (1994, p.23) as the 

'confidence in an exchange partner’s reliability and integrity’ seems suited to this 

research and is accepted as the basis for investigating trust in internet-facilitated 

relationships. In particular, in this study in a business service setting, the object is an 

organisation who provides business service. 

 

Social bond two: satisfaction.  The previous section discussed trust as an antecedent to 

a B2B relationship. Satisfaction is the second component of relationships frequently 

mentioned in the literature, as noted in Table A2.2 in Appendix 2.2.  Empirical evidence 

indicates that satisfaction with the performance of each party is important in an 

exchange relationship (Han, Wilson & Dant 1993; Wilson 1995) and marketing success 

(Kotler & Armstrong 1997) and is derived from the value in a relationship (Anderson, 

E., Fornell & Lehmann 1994; Evans, J. & Laskin 1994; Patterson & Spreng 1997). A 

summary table of the satisfaction literature is listed in Table A2.4 in Appendix 2.4. 
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Defining satisfaction for this research.  There is debate around the definition and 

measurement of satisfaction (Babin & Griffin 1998; Bloemer & Ruyter 1999; Giese & 

Cote 2000; Jones, M. & Suh 2000). The debate is between studies that are essentially 

process-oriented and those that are outcome-oriented.  Process-oriented theories posit 

that satisfaction is the result of the comparison between expectations and actual 

performance (Oliver, R. 1980; Tse & Wilton 1988). This disconfirmation-of-

expectations model has substantial empirical support (Jones, M. A. & Suh 2000; Oliver, 

R. 1980; Richins & Bloch 1991; Vanhamme 2000).   

 

In turn, outcome-oriented theories are newer and assert that satisfaction is an end-state 

that does not always rely on expectations being met (Spreng, Mackenzie & Olshavsky 

1996).  A driver for the emergence of this theory was evidence that high levels of 

satisfaction exist where expectations had not been met. This outcome-oriented view 

looks at satisfaction as an outcome and offers end-states such as satisfaction-as-

contentment, satisfaction-as-pleasure, satisfaction-as-relief, satisfaction-as-novelty and 

satisfaction-as-surprise (Christy, Oliver & Penn 1996). This theory offers an explanation 

for inconsistencies that occur between poor performance and high satisfaction levels 

(Spreng, Mackenzie & Olshavsky 1996).  The outcome-oriented theories indicate that 

the disconfirmation of expectations may not be present in all situations and suggest that 

expectation processing is only present when the satisfaction means pleasure, relief or 

surprise (Oliver, R. 1980).  The expectation disconfirmation model appears to be 

appropriate for business services because post-purchase comparison processes would be 

engaged.  

 

The concept of perceived value is related to satisfaction, but it was not included in this 

research’s model.  Perceived value refers to the perceived level of product quality 

relative to the price paid and is achieved when the proper function is secured for the 

proper cost (Zeithaml & Bitner 1996).  While the constructs of satisfaction and value 

each describe evaluations about the market offering and place importance on 

consumption (Flint, Woodruff & Gardial 1997), they are separate constructs (Woodruff 

1997).  Satisfaction has an emphasis on experience with an affective component, 

whereas value is more closely tied to the concept of cost and pricing, relative to quality 

(Carsky & Steinberg 1993).   
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The construct of value is relevant to satisfaction because understanding what an 

exchange partner values reveals their priorities and issues that underlie evaluations of 

their experience, for example, different types or levels of satisfaction sought (Flint, 

Woodruff & Gardial 1997).  However, value is a cognitive construct, while satisfaction 

is an affective response to value perceptions (Patterson & Spreng 1997).  That is, 

satisfaction is a feeling about a relationship based on an assessment of all aspects of it.  

For example, in B2B relationships, satisfaction has been defined comprehensively as ‘a 

positive affective state resulting from the appraisal of all aspects of a firm’s working 

relationship with another firm’ (Anderson & Narus 1990, p. 45).  It is these affective 

responses of satisfaction that concern this research because they are the more apparent 

outcomes of value and they drive behaviors within business-to-business relationships.  

Moreover, these affective responses of satisfaction are with the affective elements of 

commitment included in this research’s framework and will be discussed later in the 

section.   

 

Indeed, while early satisfaction research classified satisfaction as a cognitive construct 

in terms of an evaluative experience (Frazier 1983b; Olson & Dover 1979), later 

research combined the cognitive and affective dimensions (Day 1984; Howard & Sheth 

1969; Oliver, R. & Linda 1981) and uses the term cumulative satisfaction (for example, 

Anderson, Fornell & Lehmann 1994, Garbarino & Johnson 1999).  That is, exchange 

partners’ satisfaction represents the level of satisfaction that they experience as a result 

of accumulated encounters with the organisation, thus it is broader than transaction-

specific satisfaction.  Cumulative satisfaction is a more fundamental indicator of 

performance and refers to an ‘overall evaluation based on the total purchase and 

consumption experience with a good or service over time’ (Anderson, Fornell & 

Lehmann, 1994, p. 54).   However, recent research has also moved away from a 

cognitive base and identified a more emotional base to the construct which is evident in 

the use of emotive laden terms such as ‘thrilled’, ‘delighted’, and ‘pleasantly surprised’ 

(Babin & Griffin 1998; Giese & Cote 2000; Rust 2000).  

 

Nevertheless, there is general agreement amongst researchers that satisfaction is an 

affective construct (Ganesan 1994; Oliver 1996; Spreng, Mackenzie & Olshavsky 1996; 

Geyskens, Steenkamp & Kumar 1999; Giese & Cote 2000). Some researchers 

differentiate economic/transaction-specific satisfaction and noneconomic/cumulative 

satisfaction (Geyskens, Steenkamp & Kumar 1999; Oliver, C. 1993).  Economic 
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satisfaction is defined as a channel member’s positive affective response to the 

economic rewards that flow from the relationship with its partner, such as sales volume 

and margins.  It is satisfied with the general effectiveness and productivity of the 

relationship as well as with the resulting financial outcomes.  Non-economic satisfaction 

is a channel member’s positive affective response to the non-economic, psycho-social 

aspect of its relationship with the exchange partner, in that the interaction with the 

exchange partner is fulfilling, gratifying and easy (Mohr, Fisher & Nevin 1996).   

 

As a further step towards defining satisfaction, a distinction can be made between 

satisfaction with the service and satisfaction with the relationship.  Crosby and Stephens 

(Crosby & Stephens 1987) found that overall satisfaction with life insurance has 

separate components of satisfaction with the agent (service provider), core service, and 

organisation.  Overall relationship satisfaction may not be high but as long as service 

performance is acceptable, the relationship remains intact, at least in B2B contexts 

(Patterson, Johnson & Spreng 1997; Schellhase, Hardock & Ohlwein 2000). More 

recently, several models of how satisfaction/dissatisfaction with product or service 

attributes and processes are incorporated into overall satisfaction evaluations have been 

developed (Oliver, R. & Linda 1981; Rust & Zahorik 1993; Spreng, Mackenzie & 

Olshavsky 1996).   

 

In brief, satisfaction has been defined in many ways by many researchers. Rather than 

capturing the transient and encounter-specific evaluations and emotions, applied market 

research tends to measure satisfaction as the buyer's general level of satisfaction based 

on all experiences with the firm (Gaborino & Johnson 1999). In this study satisfaction is 

defined as an affective response, which is an affective end-state as the result of 

appraisals including disconfirmation and perceived performance (Babin & Babin 1994; 

Ganesan 1994; Patterson & Spreng 1997; Giese & Cote 2000). 

 

Social bond three: commitment.  Closely linked with trust and satisfaction is 

commitment, the third variable that operationalises relationship marketing that attracts 

much attention in the literature (Morgan & Hunt 1994).  Whereas trust is a key element 

to the formation and continuity of the relationship, commitment is more about the 

operationalisation of the contractual obligations (Dann & Dann 2001).  Indeed, in an 

exchange relationship, mutual commitment is the key construct for developing and 

maintaining a stable and enduring long-term relationship (Ganesan 1994; Jap & 
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Ganesan 2000; Wetzels, De Ruyter & De Birgelen 1998).  In other words, a relationship 

is more likely to thrive if both parties are committed to it and see it as an important part 

of future strategy (Anderson, E. & Weitz 1992; Jackson 1985; Pick 1999; Spekman 

1988; Weitz & Jap 1995).  Moreover, recent studies also showed evidence that 

commitment enhances business outcomes and performance (Gabarino & Johnson 1999; 

Siguaw, Simpson & Baker 1998).  

 

Defining commitment for this research. Similar to trust, commitment is recognised as an 

ingredient of successful long-term relationships (Dwyer, Schurr & Oh 1987; Morgan & 

Hunt 1994; Gundlach, Achrol & Mentzer 1995), including relationships in financial 

services, the subject of this research (Moriarty, Kimball & Gay 1983; Perrien & Ricard 

1995).  Indeed, commitment is the highest level of a relationship (Dwyer, Schurr & Oh 

1987), or ‘the most developed state in a relationship' (Tuominen 1997, p. 311) and is 

one of the most frequently mentioned relationship components and so important that it 

is claimed to be the ‘focal point of explanation in marketing, as the discipline moves 

further away from the transactional view of exchange and embraces the relational view’ 

(Gundlach, Achrol & Mentzer 1995, pp. 78), as noted in its high number of mentions in 

Table A2.2 in Appendix 2.2. 

 

The notion of commitment has been well researched. Commitment has been part of 

employee commitment in the organisational behaviour literature (Bettencourt 1997; 

Kelley & Davis 1994).  This notion of employee commitment has been adapted by 

marketing researchers for use in studying relational exchange continuity and/or growth 

(Anderson, J., Håkansson & Johnason 1994).  While continuity reflects each firm’s 

perception of the likelihood that the relationship will continue (Heide & John 1990; 

Anderson & Weitz 1992), growth in the relationship refers to its broadening and 

deepening.  This relationship can broaden through the extent of joint value creation 

(Zajac & Olsen 1993).  For example, commitment is defined as that part of a 

relationship 'worth working on to ensure that it endures indefinitely' (Morgan & Hunt 

1994, p. 23), or the ‘pledge of relational continuity between exchange partners’ (Dwyer, 

Schurr & Oh 1987, p. 19).  

 

In addition, commitment in marketing channels has been described in terms of an 

attitude.  For example, Heide and John (1990) focused their efforts on continuity which 

reflects the bilateral expectation of an ongoing exchange.  Coote (1999) defined 
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commitment as the desire of an exchange partner to maintain a valued relationship and 

the belief that the relationship is worth working on to ensure that exchange continues 

indefinitely. 

 

As a start to defining commitment for this research, consider its components.  As in the 

case of trust, literature from marketing and related fields offers insights into 

commitment but also provides somewhat different perspectives on the nature of 

commitment (as shown in Table A2.5 in Appendix 2.4).  While there is agreement in the 

literature on the broad meaning of commitment, there is little consensus on the 

components of commitment. For example, a review of the literature on commitment by 

O’Malley & Tynan (1997) found that some researchers believe that commitment is a 

univariate, attitudinal construct comprising continuity and mutuality, and is to be 

distinguished from negative commitment to a relationship where high switching costs 

prevent customers from defecting (Denize & Young 1996).  

 

For other researchers, commitment is a bivariate construct of independent variables 

consisting of a state-of-mind or affective component, which is the desire to continue the 

relationship, and a calculative or behavioural component, which is the need for a 

relationship (Geyskens et al. 1996). For other scholars, commitment is a multivariate 

construct including attitude, involvement and time (Beatty, Homer & Kahle 1988; 

Gundlach, Achrol & Mentzer 1995), or high levels of economic, communication and/or 

emotional inputs (Dwyer, Scurr & Oh  1987), or service value, structural and social 

bonds and the perceived attractiveness of alternative relationships (Beaton & Beaton 

1995), and satisfaction and investment in the relationship (Sheaves & Barnes 1996).  

For example, some researchers argue there are three views on commitment: an 

instrumental component of some form of investment, an attitudinal component that may 

be described as affective commitment or psychological attachment, and a temporal 

dimension indicating that the relationship exists over time (Gruen, Summers & Acito 

2000; Gundlach, Achrol & Mentzer 1995). 

 

Which types of commitment should be used for this research?  Synthesised from the 

literature above, there appear to be three views on the definition of commitment: 

calculative, temporal and affective, with the third being the most appropriate for this 

research as justified next.  The first conceptualisation of commitment in the marketing 

literature is calculative commitment.  Calculative commitment sees commitment as 
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being more behavioral than affective.  It stems from a cognitive evaluation of the 

instrumental worth of a continued relationship with an organisation where all gains and 

losses are added up. This view appears to be the same as the calculation view posited by 

employee commitment research (Hrebiniak & Alutto 1972) and considers that there is a 

cost-benefit analysis occurring in the state of attachment to a partner cognitively 

experienced as a realisation of the benefits sacrificed and loss incurred if the 

relationship were to end (Geyskens et al. 1996; Kumar, Hibbard & Stern 1994).  

 

This calculative commitment is based on inputs like investment and allocation of 

resourses specifically for the relationship between two businesses (Williamson 1985).  

That is, a firm is motivated to continue the relationship because it cannot easily replace 

its current partner or obtain the same resource and outcomes outside its current 

relationship (Kumar, Hibbard & Stern 1994).  For example, if a business has made a 

large investment in equipment in order to transact with another business, the termination 

cost of the relationship would be high if the equipment became redundant and not 

applicable to a replacement organisation.  These inputs can be viewed as tying the hands 

of the partners and leads to commitment (Gundlach, Achrol & Mentzer 1995). 

 

The second type of commitment is temporal commitment where commitment occurs as 

a result of an expectation of continuity.  Long-term relationships lead to a reduction in 

the learning curve, require simpler structures and consume less time (Heide & John 

1990; Gundlach, Achrol & Mentzer 1995).  Thus relationships that are deemed to be 

short-term are expected to have lower levels of commitment. 

 

The third type of commitment, affective commitment, emphasises an affective state and 

it is ‘an enduring desire to maintain a valued relationship’ (Morgan & Hunt 1994 p. 23).  

That is, affective commitment is an affective state of mind an individual or partner has 

towards a relationship with another individual or partner (Flecher 1993) and represents 

an exchange partner’s affection for, and obligation to, its partner and indicates that the 

tie to the organisation is not simply based on economic motivations (Kalleberg & Reve 

1992).  It is brought about by a person sharing, identifying with or internalising the 

values of the organisation (Morgan & Hunt 1994).  Affective commitment is based on a 

sense of liking and emotional attachment to the partnership (Ruyter, Moorman & 

Lemmink 2001).  It is well accepted as being part of employee behaviour and social 
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exchange literature, the key focus of which is relational exchange (Morgan and Hunt 

1994). 

 

This third, affective definition of commitment is suitable for this research for three 

reasons.  Firstly, most research uses only one component of commitment (Gilliland & 

Bello 2002; Pritchard 1999).  Secondly, although all three types of commitment are 

constructive for developing mutually beneficial relationships, the dominant and more 

effective perspective appears to be the affective definition (Kumar, Hibbard & Stern 

1994; Ruyter, Moorman & Lemmink 2001; Wetzels, De Ruyter & De Birgelen 1998; 

Young & Denize 2001).  Calculative commitment is more likely to seek alternatives and 

look for opportunistic outcomes to alter the balance sheet. Moreover, affective 

commitment has a positive influence on the intention to stay in a relationship and a 

willingness to invest in a relationship (Wetzels, de Ruyter & van Birgelen 1998).  

 

Having justified the choice of affective commitment as most appropriate for this 

research, a definition of commitment can now be established.  The definition that 

appears to hold across different products and industries, and which is supported by the 

historical employee commitment research, is that of affective or psychological 

attachment.  It is for this reason that the definition of commitment proposed by Morgan 

and Hunt (1994) of ‘enduring desire to maintain a valued relationship that is worth 

working on to ensure that it endures indefinitely’ seems suited to this research and is the 

basis for investigating commitment in internet-facilitated relationships.  

 

Structural bond one: communication.  Three social bonds have been discussed above; 

next, consider structural bonds in an internet relationship.  Communication, dependence 

and asset specificity are included in this research’s theoretical framework for they are 

the most important in the literature, as shown in Table A2.2 in Appendix 2.2.  Their 

nature and relevance to this research are discussed next.    

 

The first structural bond is communication.  The importance of communication for 

holding a relationship together has been stressed in the literature as ‘the glue that holds 

together a channel of distribution (Anderson & Narus 1990, p. 44). The importance of 

communication and sharing of information in exchange relationships has been 

emphasised particularly in channel management (Bialaszewski & Giallourakis 1985; 

Bleeke & Ernst 1993; Duncan & Moriarty 1998; Ford 1980; Wilson & Mummalaneni 
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1986).  Indeed, the study of communication is fundamental in a study of any 

relationship (Mohr & Sohi 1995) and is the foundation of customer-centric relationship 

marketing (Duncan & Moriarty 1998).  Some even placed communication as the most 

important element to successful inter-firm exchange (Bleeke & Ernst 1993), and the 

solution to dispute, misunderstanding and role ambiguity (Mohr, Fisher & Nevin 1996).  

Incidentally, communication is considered a structural bond in this research because this 

research is about internet-facilitated processes that involve economic investment in 

communication technology. 

 

Defining communication for this research.  There appeared to be two approaches in 

defining communication in the literature.  Broadly, communication is described as the 

human activity that links people together, creates relationships and serves as a way to 

develop, organise and distribute knowledge (Duncan & Moriarty 1998).  In a marketing 

context, researchers agree on a comprehensive definition for communication, that is, 

communication can be defined as the formal as well as informal sharing of meaningful 

and timely information between exchange partners (Ahmed, Patterson & Styles 1999; 

Anderson, E. & Weitz 1992; Anderson, J. & Narus 1984; Anderson, J. & Narus 1990; 

Morgan & Hunt 1994).  This definition has as its focus the efficacy of information 

exchange rather than the quantity, and the construct inherently taps past 

communications.  This definition is thus adopted for this research.  

 

Although previous research has agreed upon this definition of communication, 

communication is a multi-faceted concept and its facets vary across different types of 

relationships.  Researchers tend to take one of two approaches in conceptualising 

communication.  Some focus on one dimension of communication, others take a multi-

dimensional approach.  On the one hand, researchers may focus on the one dimension of 

communication flows, typically examining aspects such as the frequency of interaction 

(Brown 1981; Cannon & Homburg 2001; Mohr, Fisher & Nevin 1996; Mohr & Nevin 

1990), the extent to which communication flows are bi-directional in nature (Anderson, 

E., Lodish & Weitz 1987), the level of formality of communication, or the openness of 

information sharing (Cannon & Homburg 2001; Heide & John 1992); or evaluative 

judgements regarding the communication exchange, such as helpfulness (Guiltinan, 

Rejab & Rodgers 1980), adequacy (Bialaszewski & Giallourakis 1985), or 

communication efficacy (Anderson & Narus 1990).  On the other hand, researchers can 

also take a multi-dimensional approach in conceptualising communication.  For 
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example, communication behaviour studies four aspects of information sharing, 

participation, communication flows and communication quality (Mohr & Spekman 

1994; Phan, Styles & Patterson 2000). The four aspects of communication behaviour are 

discussed next, with the fourth aspect of communication quality being the focus for this 

research.  

 

The first aspect of communication behaviour is information sharing which refers to the 

degree to which trading partners openly provide critical and confidential information 

useful to each other (Heide & John 1992; Mohr & Spekman 1994; Doney & Cannon 

1997; Phan, Styles & Patterson 2000).  By sharing information and by being 

knowledgeable about each other’s business, partners can carry out their duties and 

perform their role more effectively (Phan, Styles & Patterson 2000; Mohr & Spekman 

1994).  For example, when a supplier openly shares information, the buying firm gains 

insights into the acquisition and use of the supplier's products. The supplier thus 

provides the basis for cooperating on ways to lower the customer's costs (Cannon & 

Homburg 2001).   

 

Information sharing can also foster functional conflict (Anderson & Narus 1990), which 

can be the basis for identifying and solving problems related to lowering costs. For 

example, early information about changes in a supplier's product line enable the 

customer to make timely changes in acquisition and operational procedures, thus 

avoiding costly crash programs.  In addition, an open flow of information from the 

supplier helps the customer anticipate the supplier's future plans, enabling the two firms 

to coordinate product development and manufacturing schedules (Cannon & Homburg 

2001).  

 

In turn, participation concerns the extent to which the partners engage jointly in 

planning and goal setting (Mohr & Spekman 1994).  An exchange partner’s active 

participation in planning and goal setting is a significant predictor of dyadic sales and is 

positively related to the partnership’s success.  This is because the need for specifying 

roles, responsibilities and expectations increases when each party’s actions influence the 

ability of the other to effectively compete. 

 

The flow of communication captures the specific nature of communication and consists 

of frequency, direction, and formality (Mohr & Sohi 1995; Mohr & Nevin 1990).  
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Frequency refers to how often channel members have contact with each other.  More 

frequent communication enables exchange partners to gain a deeper understanding of 

each other.  For example, more frequent communications with suppliers during product 

development can result in more efficient new product development (O'Neal 1993). In 

turn, bi-directionality refers to two-way (as opposed to one-way, or unidirectional) 

vertical flows of communication between exchange partners, hence an important aspect 

of bi-directional flows is the degree to which feedback is sent and received (Anderson, 

E., Lodish & Weitz 1987). Finally, formality (formal versus informal modality) of 

communication refers to the extent to which contact between channel members is 

routinized, planned, or structured, as opposed to unplanned, fleeting, or ad hoc in 

nature.  

 

The final aspect of communication behaviour and the most relevant one for this research 

concerns communication quality that is defined as the extent to which the exchange 

partners perceive communication flows to be adequate, timely, accurate, complete and 

credible (O'Reilly 1982). Flows of communication are related to the channel member’s 

summary judgements regarding the quality of the communication and their satisfaction 

towards communication (Mohr & Nevin 1990; Mohr & Sohi 1995). For example, 

increasing the frequency of communication can enhance the quality of communication 

because infrequent communication may leave exchange partners feeling left out of the 

loop and result in a perception of lower communication quality (Mohr & Sohi 1995).   

 

Therefore, compared to communication flow, communication quality captures a more 

holistic assessment of the communication interaction over time.  Assessment of the 

overall quality of communication is a function of the completeness, credibility, 

accuracy, timeliness and adequacy of communication flows (Mohr & Spekman 1994; 

O'Reilly 1982; Stohl & Redding 1987).    

 

The usefulness of the communication variables and the choice of communication 

variables that researchers include in their studies depends on the objectives or purpose 

of the study (Mohr & Sohi 1995). In this research, the communication construct 

assesses the corporate customers’ perception of the quality of communication from a 

financial institution (Section 4.4).  That is, this research is interested in an overall 

assessment of communication.  In brief, communication quality is the most appropriate 

aspect of communication construct for this research.  
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Structural bond two: dependence.  The second structural bond is dependence and is 

often used interchangeably with interdependence in the literature (for example, 

Blenkhorn & MaCkenzie 1996).  Further, various theoretically-paired concepts are 

related to the concept of dependence in the literature, for example power/dependence 

(Emerson 1962), risk/uncertainty (Ganesan 1994), and reliability/availability (Sandler 

1963; Frankel 1988). The level of perceived dependence of one partner on another is 

thought to be an important feature of the relationship because in a business relationship, 

exchange partners are often dependent on each other for limited resources, specialised 

knowledge, information, and marketing assistance (Anderson, J. & Narus 1990; Berry, 

L. & Parasuraman 1991; Gundlach & Cadotte 1994; Smith, Ross & Smith 1997; 

Wilkinson & Young 1996) 

 

Defining dependence for this research.  Essentially, dependence of a firm on its 

exchange partner concerns the firm’s need to maintain the relationship in order to 

achieve desired goals (Cannon & Homburg 2001; Frazier 1983a; Frazier, Gill & Kale 

1989; Ganesan 1994).  The literature reveals three theoretical approaches in 

conceptualising dependence: sales and profit approach, asset specificity approach and 

role performance approach.  These approaches are discussed next and a summary of 

these approaches is presented in Table A2.7 in Appendix 2.4, with the role performance 

being justified as the most appropriate approach for this research.   

 

The first approach of sale and profit concerns the two fundamental goals of sales and 

profits in an organisation (El-Ansary & Stern 1972).  In this approach, a firm is 

considered to be more dependent upon another when its partner provides a larger 

proportion of its business.  The higher the percentage of sales and profits that are 

achieved by handling an exchange partner’s product line and the greater the sales and 

profit expectations in the future, the more the focal firm is dependent (El-Ansary & 

Stern 1972; Frazier, Gill & Kale 1989; Kale 1986).  In addition, this approach considers 

the target firm’s commitment to the source firm and the difficulty of replacing the 

source firm (Cadotte & Stern 1979; Emerson 1962).   

 

In turn, the second approach of asset specificity was developed in a channel relationship 

setting and draws on insights from transaction cost analysis theory.  That is, it is created 

by partners’ relationship investments (Wilson 1994).  For example, dependence can be 
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defined as the extent of asset reciprocity that holds the relationship partners together and 

creates barriers to leave the relationship because of the high costs involved (Wilson & 

Mummalaneni 1986). 

 

The final approach of role-performance is the other main approach used also in the 

channel literature to explain the basis for dependence.  That is, the better a channel 

member carries out its role in a channel relationship, the higher dependence that other 

channel members have on that channel member (Cronin, Baker & Hawes 1994).  For 

example, dependence is defined as the extent to which one exchange partner relies on 

the other to perform its own tasks (Hewett & Bearden 2001).  This approach also 

considers the comparison level for alternatives (Anderson & Narus 1990).  That is, 

dependence will increase when the outcomes from the relationship are comparatively 

higher than or better than the outcomes available from alternative relationships. 

 

Depending on the conceptualisation of dependence, previous research has also used a 

number of approaches to measure dependence.  These include the importance of 

resources obtained from the relationship, the number of alternative resources from 

which the desired resources could be obtained, the difficulty of replacing the 

relationship partner (for example, Keith, Jackson & Crosby 1990), the level of 

investment in the relationship (for example, Heide & John 1992), and the extent to 

which one channel member relies on another channel member in achieving goals or 

obtaining resources (Keith, Jackson & Crosby 1990).  

 

A closely related construct to dependence is power that is often defined as the ability of 

a firm to exert influence on the perceptions, behaviours and/or decision making of 

another member (Anderson, E., Lodish & Weitz 1987; El-Ansary & Stern 1972; Frazier 

1983a).  Depending on the approach researchers take, some researchers conceptualise 

dependence and power as two separate constructs (for example, (Emerson 1962; Etgar 

1976; Gaski 1984).  Others categorise power and dependence as one construct (for 

example, Anderson, Lodish & Weitz 1987).  Although this research includes only 

dependence, rather than both dependence and power in its theoretical model, it captures 

power because it is the firm’s perception of its dependence relative to its partner that is 

of most interest in business relationships. Relative dependence determines the extent to 

which a firm will have influence over or be influenced by its partner.  Dependence in an 
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exchange relationship may make one firm more susceptible to the power and influence 

of another firm (Anderson & Narus 1990). 

 

In brief, dependence can be defined and measured with different approaches.  The 

definition proposed by Ganesan (1994, p. 3) is appropriate in this research because it fits 

the context of this research: ‘the degree to which a firm needs to maintain its 

relationship with an exchange partner in order to achieve desired goals’.  So it is 

accepted as the basis for investigating dependence in internet facilitated relationships. 

 

Structural bond three: asset specificity.  The final structural bond is asset specificity, 

which is the degree of idiosyncratic investments (Anderson & Weitz 1994) or 

transaction-specific investments made in the relationship with an exchange partner.  It 

was used as a construct in predicting relational behaviour such as channel control (Klein 

1989) and level of channel integration (Klein, Frazier & Roth 1990) in distribution 

channel contexts.  Although a high level of asset specificity is not sufficient to develop a 

long-term relationship (Ganesan 1994), its role cannot be underestimated.  

 

Defining asset specificity for this research.  To define asset specificity for this research, 

an understanding of idiosyncratic investments or transaction-specific investments is 

needed.  Both terms refer to those investments that an exchange partner makes specific 

or specialised to an exchange relationship (Anderson & Weitz 1994; Ganesan 1994).  

That is, these investments in a relationship are not easily redeployable and have little 

salvage value in other relationships (Williamson 1981). 

 

By making idiosyncratic/transaction-specific investments in a relationship the firm 

creates an incentive to maintain the relationship.  Furthermore, observing the other 

party’s pledges may cause the exchange partners to be more confident in the other 

party’s commitment to the relationship, because the other party will sustain considerable 

economic loss if the relationship is terminated (Heide & John 1988).  Transaction 

specific investments therefore offer tangible evidence that the partner can be believed 

that it cares for the relationship and is willing to make sacrifices (Ganesan 1994).  For 

example, a manufacturer that links its identity to a specific distributor might find it 

difficult to switch to a customer or a new distributor if the relationship ends.  

Conversely, a distributor that trains its salespeople to sell a specific manufacturer’s 

products may have to make additional retraining investments if the relationship ends.  
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Therefore, mutual idiosyncratic investments can convert a competitive into a 

cooperative relationship. 

 

The degree of investment specificity can vary (Ahmed, Patterson & Styles 1999; 

Erramilli & Rao 1993).  For example, a distributor might devote considerable resources 

to training its employees to service IBM computers.  Some of that investment may be 

redeployable, because the knowledge acquired can be used to service other brands of 

computers.  However, some of the knowledge is useful only for servicing IBM 

computers.   

 

In brief, researchers have reached consensus on the definition of asset specificity and 

this research adopts that consensus; that is, asset specificity refers to the degree of 

idiosyncratic investments made in the relationship with an exchange partner (Anderson 

& Weitz 1994).   

 

Relationship outcome – propensity to stay.  The last construct this research 

investigates is concerned with relationship outcomes.  Studies of relationship marketing 

typically examine different characteristics of exchange relationships in terms of their 

influence on some desired outcomes.  More specifically, these outcomes generally 

represent desired behaviour on the part of one or more of the partners in the exchange.  

The outcomes that are examined tend to differ on the basis of the context of the study.  

For example, studies of buyer-supplier relationships focus on behaviours such as 

acquiescence, a decreased propensity to leave a relationship (Morgan & Hunt 1994), or 

a long-term orientation in the relationship (Ganesan 1994), whereas studies in the 

marketing channels context focus on behaviour such as cooperation  (Anderson & Narus 

1990) or flexibility (Lusch, R. F. 1996).  

 

Which relational outcome is more appropriate for this research to measure?  To begin, 

the value created by relationship marketing is reflected in two aspects: market 

performance and economic performance (Cannon & Homburg 2001).  Economic 

performance alludes to a firm’s benefit and profitability that are related, directly or 

indirectly to their relationship marketing practice.  In effect, a close and long-term 

relationship with customers usually implies a reduction of service costs and 

improvement of profitability (Reinartz & Kumar 2000).  However, the impact on 

financial performance often derives from market performance.  Indeed, a direct effect of 
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relationship marketing activities on economic performance is not clearly supported 

(Dubelaar, Tsarenko & Gabbott 2001; Izquierdo, Cillán & Grutiérrez 2002).  Rather, 

economic performance is largely explained by market position and loyalty achieved 

through relationship marketing activities.  That is, the outcome of relationship 

marketing has only an indirect impact on the exchange partner’s financial performance.   

 

In service industries, relational outcomes such as customers’ propensity to stay in the 

relationship are considered more important because they provide a more direct measure 

of customer retention than business outcomes such as achievement of sales, market 

share, return on assets and profitability objectives (Mjoen 1997; Mohr & Spekman 

1994; Tatoglu 1998).  That is, marketers in the service industry are more concerned with 

customer retention (Ahmad & Buttle 2001; Paulin, Perrien & Ferguson 1997; 

Vandermerwe 1996).  Therefore, this research has to identify an evaluative construct 

that is the most predictive of future behavioral intentions of an exchange partner to 

assess their potential to remain with or leave the organisation (Gabarino & Johnson 

1999; Morgan & Hunt 1994; Zeithaml, Berry & Parasuraman 1996).  The 

appropriateness of the inclusion of the propensity to stay construct was further 

confirmed by interviews in the exploratory stage of this research as discussed in Section 

3.7.  

 

In brief, across different contexts, propensity to stay is highlighted as representing 

desirable behavioral outcomes from successful relationships (Morgan & Hunt 1994; 

Garbarino & Johnson 1999; Ruyter, Moorman & Lemmink 2001; Zeithaml, Berry & 

Parasuraman 1996).  This behaviour is not only consistent across the relationship 

marketing literature but is also particularly  appropriate in the context of this research, 

that is, the B2B service context.  On the basis of findings from previous studies of 

marketing relationships, this behavioral outcome is included in my conceptual 

framework, as the result of structural and social bonding.  

 

Summary of constructs in the theoretical framework.  This section has identified 

seven key constructs in the relationship model in an internet environment: social bonds, 

including trust, satisfaction and commitment; structural bonds, including 

communication, dependence, asset specificity and propensity to stay.  Each of these 

constructs is defined for this research.  These definitions are appropriate for the dyadic, 

service context that is being investigated and are similar to other definitions for such a 
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context.  The role of each of these constructs that influence the behaviour of exchange 

participants in marketing relationships has been discussed with a statement of the 

application of each in the context of this research.  The model will be explained and the 

relationships between these constructs will be discussed next along with specific 

hypotheses. 

 

2.4.3 Developing the theoretical framework and its models, research issues 

and hypotheses 

From the theoretical and empirical foundations of the previous sections, this section 

develops a theoretical framework and its models of internet-facilitated relationships for 

empirical testing.  

 

The literature discussed in 2.4.1 identified seven constructs that may be influenced by 

B2B internet use: communication, dependence, asset specificity, trust, satisfaction, 

commitment and propensity to stay.  Interrelationships between these constructs have 

been empirically tested in a non-internet environment.  Communication influences trust 

(Anderson & Weiz 1989; Doney & Cannon 1997), which in turn, has an impact on 

satisfaction (Doney & Cannon 1997).  Trust is linked to commitment (Ganesan 1994; 

Morgan & Hunt 1994), as is satisfaction (Gabarino & Johnson 1999) to dependence 

(Andaleeb 1996).  Propensity to stay in the relationship is directly affected by the level 

of commitment (Pritchard, Havitz & Howard 1999).  However, these interrelationships 

in an internet environment need to be established.  The proposed framework contains 

ten hypothesised relationships that will be tested in an internet environment (Figure 

2.6).  A model of that framework is shown in Figure 2.7 and is established next.  



 

Figure 2.7 Main model of the proposed theoretical framework 
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Rationale for the relationships within the proposed model 

Level of internet use influences communication.  First, consider how the use of the 

internet may impact on communication (H1.1 in Figure 2.7).  Research of the internet as 

a communication medium has concluded that internet technologies are different from 

other information technology systems in terms of the way they transform business 

operations and practices (Hoffman, Novak & Chatterjee 1995; Sahay, Gould & Barwise 

1998), particularly the way they communicate.  For example, many efforts of channel 

members to administer less adversarial channel relationships are facilitated by the use of 

technology (Stern & El-Ansary 1992), including internet-based technologies (Kohli et 

al. 2001; Phairor & Hanmer-Lloyd 2000).   

 

One position in the literature is that technology like the internet can facilitate 

communication because it provides a medium for human communication which 

succeeds in providing what telephone or fax cannot offer, overcoming time and 

geographic limitations and multimedia transmission (Boyle, B. & Alwitt 1999; Poon & 

Swatman 1996). The use of the internet can enhance the interchange of information 

between partners by breaking down communication barriers (Ratnasingham 1998; 

Teich, Wallenius & Wallenius 1999).  The use of e-mail has been accepted for 

information exchange (Johson & Clayton 1998).  Internet based technologies benefit the 

transmission of both structured and unstructured information in a supply chain network 

(Boyle, B. & Alwitt 1999; Robert & Mackay 1998).  Therefore, many firms are 

currently implementing internet strategies to improve their communications and 

productivity (Bickerton, Bickerton & Simpson-Holley 1999; Bush, Bush & Harris 

1998).  Some use the internet to selectively share information or conduct transactions 

with their exchange partners while others use it as a tool to streamline communication 

with their trading partners, automate business relationships and reduce distribution costs 

(Evans, J. & King 1999).   

 

Many benefits that the internet can offer are based on one of its distinctive 

characteristics – interactivity (Section 2.2.3), which is a part of effective communication 

(Claycomb & Martin 2001; Geiger & Martin 1999).  For example, Buzzell and 

Ortmeyer (Buzzell & Gale 1987) acknowledge that channel partnerships are based on 

the exchange of information and just-in-time communication technologies, which help 

lower costs and improve service to the customer.  In an integration program, both one- 
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and two-way communication tools are used strategically to reinforce each other and 

maximise interactivity.  More importantly, new two-way communication systems such 

as the internet are suitable to motivate and capture all pertinent interactions, not just 

transactions (Samli et al. 1997).  

 

A second position is that the internet is an impersonal medium, that may not be an 

appropriate tool for relationship building (Gabarino & Johnson 1999).  If 

communication becomes increasingly psychologically distant, depersonalised, more 

task-oriented, less spontaneous and less collaborative, the relationship atmosphere is 

inevitably going to be affected (Rutter 1984).  It may lead to a decrease in trust and 

openness which will have a number of repercussions.  A mutually trusting relationship 

allows confidential information to be exchanged, so this will be less likely to occur 

(Duncan & Moriarty 1998; Leek, Turnbull & Naudé 2002). In times of extreme 

difficulties, firms may need to utilise more interpersonal contacts as a means of 

obtaining more rapid or dramatic action.  

 

Further, the lack of non-verbal communications may also be problematic in 

communicating warmth or intimacy in a service context (Arnold, Cooper & Robertson 

1998).  Non-verbal cues such as eye contact, gaze, looking, touching, body orientation, 

smiling or forward leaning which are highly related to perceptions of greater credibility, 

warmth, competence and other perception evaluations, are important when evaluating 

an inter-firm relationship.  

 

Nevertheless, the advantages provided by the internet as a communication medium may 

outweigh the disadvantages.  Rather than emphasising that immediacy is positively 

valued for business settings, it may not matter (Ketrow 1991).  Indeed, this was 

evidenced in the exploratory study of this research, where most interviewees 

emphasised the facilitating effect of the internet on communication in established 

business relationships (Section 3.7).  Electronic communication channels including the 

internet, facilitate both formal and informal communication by using internet-based 

messaging and chat programs such as chatgroups to set up opportunities even for 

informal, spontaneous communication (Pauleen & Yoong 2001).  

 

Further, firms that adopt the internet have more frequent communication than those who 

have not adopted internet technology (Boyle & Alwitt 1999).  The key to more effective 
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and efficient communication in relationship building may be matching the mode of 

communication to the type of problem being addressed. When issues are complex, non-

standardised, and unpredictable, richer modes of communication such as face-to-face 

are preferred.  Alternatively, more mechanical and routinised problems are best 

addressed with less rich modes that are more effective and efficient (Daft & Lengel 

1984; Duncan & Moriarty 1998; Robert & Mackay 1998).  For example, the 

transmission of technical specifications or following up with additional questions may 

be accomplished most efficiently by telephone or written/electronic communication 

(Ratnasingham 1998; Teich, Wallenius & Wallenius 1999).  Thus, although the more 

costly face-to-face mode would be useful for solving the complex issues in a customer’s 

operations, the other modes including the internet would also be used to support these 

activities as a substitute (Boyle, B. & Alwitt 1999; Cheng et al. 2001).  

 

In brief, there are two positions in the extant literature about the impact of internet use 

on communication, with the majority proposing a positive relationship between internet 

use and communication quality.  Thus, for this research the relationship between the 

level of internet use and communication is hypothesised as: 

H1.1: level of internet use is positively associated with communication. 

  

Level of internet use influences dependence.  The second hypothesis concerns the 

level of internet use’s influence on dependence of a buyer on a seller (H1.2 in Figure 

2.7).  Firstly, the internet empowers buyers to find lower cost suppliers at lower search 

costs. The internet is a relatively cost-effective alternative form of information-

gathering and communication for businesses (Hoffman, D. & Novak, 1996a).  

Traditional electronic commerce relied on value-added networks and private networks 

are characterised by relatively high costs and limited connectivity (Pyle 1996).  

Compared with local networking systems such as Electronic Data Interchange (EDI) 

systems, up-front costs are negligible, particularly for the firm retrieving information 

via another firm’s web site (Boyle. 2001). Indeed, very few small-to-medium businesses 

would join a value-added network to undertake EDI benefits if none of their business 

partners were using such a service (Ratnasingham 2000).  However, a company can 

employ internet technologies even before it has identified its ultimate trading partners 

(Poon & Stwatman 1996) and the dependency on a single supplier or a single buyer 

could be reduced (Ratnasingam 2000).  
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The next reason that the internet may influence dependence is that the internet may 

facilitate replacability in an exchange relationship.  That is, communication efficiencies 

via the internet may also increase the number of suppliers with which a buyer firm can 

effectively and efficiently exchange.  From this perspective, the internet serves to create 

a cyber-marketplace whereby switching costs are reduced to the point that ad hoc 

shopping for suppliers becomes attractive (Heide & John 1988). Indeed, emerging 

internet-based inter-firm networks would reduce supplier power (Bakos 1991). 

 

Indeed, bargaining and power-dependence relationships have been strongly impacted by 

information technology.  Many of the efforts of channel members to administer less 

adversarial channel relationships are facilitated by the use of IT (Stern & El-Ansary 

1992).  In addition to reduced search costs, information availability has exponentially 

increased in many industries due to internet adoption.  Further, the power that a large 

company has over a small one which forces the small business to use a proprietary EDI 

environment (Webster 2001; Webster 1994) does not exist in the internet environment 

(Poon & Jevons 1997).   

 

In brief, internet use may have the potential to change the power balance in an exchange 

relationship.  However, no empirical evidence exists.  Thus, for this research, the 

relationship between the level of internet use and dependence is hypothesised as: 

H1.2: level of internet use is negatively associated with dependence. 

 

Level of internet use influences trust.  The third hypothesis relates to the impact of 

internet use on trust (H1.3 in Figure 2.7).  To begin, trust in the internet as a medium and 

trust in the exchange partner on the internet need to be distinguished.  That is, 

confidence in the ability and reliability of the system to support transactions with an 

adequate level of integrity and security, and concerns about the integrity and reliability 

of exchange partners on the internet should be recognised as two distinct issues (Lazer 

& Shaw 2000; Pitt et al. 2002).  However, there has been a tendency to conflate them in 

some of the recent literature.  For example, the National Research Council (1999) and 

Camp (2000), which use the term trust in the context of the internet, are concerned with 

the integrity and security of the computer network that makes up the internet.  The 

literature on trust in developing business relationships in an internet environment is 

scant and most literature appears not to distinguish trust in the medium from trust in the 
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exchange partner (McCole & Palmer 2002).  This study focuses on the influence of 

internet use on trust in the trading partner (Section 2.4.2). 

 

Users of the internet may have high levels of distrust in the medium as an exchange 

mechanism (Morrison & Firmsone 2000; Novak, Hoffman & Yunga 1998).  The scant 

literature appears to focus on one theme, that the lack of trust in an internet environment 

poses an obstacle to greater use of the internet for transactions (Hershel & Andrews 

1997; Luo 2002; Wang, Lee & Wang 1998).  This lack of trust is created in three ways.  

Firstly, the physical distance between two parties usually leads to a low trust level 

(Henning-Thurau & Hansen 2000) and provides challenges to initiate and develop these 

business relationships (Warrington, Abgrab & Caldwell 1999).  The internet 

environment also presents relatively few cues by which trust can be assessed, for 

example body language and having sight of products being offered are absent (Moore & 

Andredi 1996; Deregatu, Rangaswamy & Wu 1998).  Finally, uncertainty regarding 

unknown future events and trading partners’ responses to these future events reduces a 

firm’s confidence in the reliability of B2B transactions over the internet and, more 

importantly, in the trading partners they are dealing with (Houston 2001).  

 

Nevertheless, trust in an exchange partner could be developed on the internet.  Most 

literature is concerned with how to develop trust on the internet in a B2C context. 

Variables are identified in the consumer markets and ways that internet firms can use to 

build trust in consumers (Papadopoulou et al. 2001; Urban, Sultan & Qualls 2000), for 

example, product guarantees, secured web site transactions.  Many variables are 

experience-related.  Repeated exposure to the internet as a means of conducting 

transactions increases users’ perceptions of trust in the medium because differences in 

overall trust and issues of data privacy were found between infrequent and frequent 

users of the internet (Papadopoulou et al. 2001).  That is, for trust to occur, a consumer 

may first participate in an exchange and then make judgements regarding the level of 

trust.  This suggests that only customers who had some kind of offline relationships 

with the company would be willing to initiate online relationships (Ang & Lee 2000).  

Further, in a B2B context, trust based on similarity could be created by operational 

linkages such as computerised inventory and just-in-time delivery that have seen 

increased popularity because of the development of the internet (Luo 2002; Reichheld & 

Schefter 2000).  For example, Dell computers has built process-based trust with its 
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corporate customers by providing web hosting, IT consulting services through the 

internet. 

 

In brief, trust in an online environment is important.  However, the impact of internet 

use on trust in existing exchange partners is not clear.  In this research, I posit that a 

higher level of internet use is likely to increase trust in existing relationships because of 

the openness and greater transparency that is brought about by the internet in business 

processes.  Thus, the relationship between the level of internet use and trust is 

hypothesised as: 

H 1.3: level of internet use is positively associated with trust. 

 

Level of internet use influences satisfaction.  The fourth hypothesis concerns the 

internet’s impact on satisfaction (H1.4 in Figure 2.7).  On the one hand, customers’ 

satisfaction with peripheral and support systems may have a spill-over effect on 

customer’s evaluation of the core product and service (Goodman et al. 1995).  The 

interactivity and customisation aspect of the internet is primarily suited for increasing 

customer satisfaction with a business relationship (Bhat, Runciman & Chaston 2001; 

Parikh & Verma 2002; Shepherd, Abkowitz & Cohen 2001).  Scholars predicted that in 

the second wave of internet adoption (Section 2.2.2), B2B marketers used the internet to 

increase their supplier and customer involvement in order to enhance customer 

satisfaction (Bertagnoli 2001).  However, the creation of customer satisfaction online 

depends on the extent to which the online retailer or service provider has created value 

for customers (Barnes & Cumby 2002).  For example, both IBM and Cisco have 

reported increased customer satisfaction through reduced costs and cycle time (Sharma 

2002) and improved cross-functional coordination and performance (Massey, Montoya-

Weiss & Holcom 2001) by adopting e-commerce communication systems with their 

business customers around the world.   

 

On the other hand, although internet-facilitated services enhance customer service and 

service quality (Bobbitt & Dabholkar 2001; Sterne 2000; Webster 2001), it may not 

necessarily increase customers’ satisfaction due to its lack of capacity for direct 

personal interaction (Kolesar & Galbraith 2000).  Instead, customers only experience no 

dissatisfaction (Zhu, Wymer & Chen 2002).  While customers value the convenience, 

accessibility and efficiencies offered by the internet, they also place value on the 

interpersonal, emotive aspect of off-line relationships (Barnes & Cumby 2002).  
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Nevertheless, in a service context, the internet technology may increase customer 

satisfaction by customising service offerings, recovering from service failure and 

spontaneously delighting customers (Bitner 2001; Bitner, Brown & Meuter 2000).  

Indeed, PC banking (a form of electronic banking before internet banking was 

introduced) customers are more satisfied than non-PC banking users (Mols 1999).   

 

In brief, the literature is divided about the internet’s impact on satisfaction.  In this 

research, I posit that a higher level of internet use is likely to be related to a higher level 

of satisfaction because of the interactivity and customisation aspect of the internet.  

Thus, the relationship between the level of internet use and satisfaction in an internet 

environment is hypothesised as: 

H 1.4: level of internet use is positively associated with satisfaction. 

 

The length of B2B internet use moderates the effect of internet use on relational 

bonds.  Firms often find the adoption of internet-based e-commerce a more complex 

process than traditional inter-organisation information systems because this process 

involves integration with existing ways of doing business (Chan & Swatman 2000).  As 

a consequence, when businesses begin to adopt a new technology such as the internet in 

their business operations, they often experience distrust, ambivalence and resistance to 

change (Turner 2000).   

 

This effect may in turn lead to disequilibrium of business relationships (Vlosky & 

Wilson 1999) which reach equilibrium when the benefits of using the new technology 

are realised and efficiency achieved.  That is, there is speculation in the literature that 

internet adopters experience disruptions short-term but strengthened relationship 

bonding long-term (Vlosky 2000).  However, there is no empirical evidence about the 

effect of the length of internet use on relationships.  Therefore, it is hypothesised that: 

H1.5: the impact of B2B internet use on the above relational bonds is moderated by 

length of B2B internet use.   

 

Communication influences trust in an internet environment.  The next set of 

hypotheses relates to the inter-relationships of structural and social bonds in an 

exchange relationship.  Consider the relationship between communication and trust first 

(H2.1 in Figure 2.7).  Although the link between communication and trust has received 

attention (for example, Anderson & Narus 1990, Bialaszewki & Giallourakis 1985), 
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researchers do not agree on the direction of the relationship.  Some hypothesise that 

trust causes communication (for example, Dwyer, Schurr & Oh 1987), others contend 

that communication leads to trust (for example, Anderson, Lodish & Weitz 1987; 

Anderson & Narus 1990).  Indeed, the interlocking role of communication and trust 

means that trust facilitates communication and in turn communication builds trust.  One 

way of interpreting this is that inter-firm relationships are iterative processes and 

effective communication is a necessary antecedent to trust which in turn leads to better 

communication (Anderson & Narus 1990).  Therefore, for this research, I posit that 

communication is a precursor for trust (Anderson & Weitz 1989; Anderson & Narus 

1990; Morgan & Hunt 1994).  Communication fosters trust by assisting in resolving 

disputes and aligning perceptions and expectations.  For example, communication has a 

large effect on trust but a small effect on satisfaction (Geyskens, Steenkamp & Kumar 

1998).   

 

The creation of a unique communication environment for the relationship minimises 

inconsistencies between partners in their communications reducing hurdles to bonding.  

By the same token, lack of communication creates an atmosphere of low trust (Doney & 

Cannon 1997).  While some researchers argue that communication is an important input 

to customer commitment (Dwyer, Schurr & Oh 1987), others claim that communication 

is positively associated with customer trust (Anderson, Lodish & Weitz 1987; Anderson 

& Narus 1990; Ruyter, Moorman & Lemmink 2001).  Customers’ perceptions of trust 

in a relationship reflect a present state whereas perceived communication refers to past 

behavior.  Frequent, informal and open communication creates a strong sense of 

positive affiliation and trust. 

 

In brief, in this research I posit that high communication quality is likely to be related to 

a higher level of trust in an exchange partner because internet-facilitated communication 

reduces the hurdles of bonding between exchange partners, rendering time and location 

irrelevant.  Therefore, the relationship between communication and trust in an internet 

environment is hypothesised as: 

H2.1: internet-facilitated communication is positively associated with trust. 

 

Trust influences satisfaction in an internet environment.  The next hypothesis 

concerns the association between trust and satisfaction in an internet environment (H2.2 

in Figure 2.7).  Trust has been conceptualised as both a crucial antecedent to, and 



 83

outcome of buyer-seller relationship development. Business relationships in which 

satisfaction prevails are characterised by greater trust in the exchange partner (Berry & 

Parasuraman 1993).  That is, trust is a prerequisite and a derived construct, depending 

on the research context (Moorman, Zaltman & Deshpande 1992).  On the other hand, 

trust mediates the relationship between exchange partners and outcomes (Doney & 

Cannon 1997; Mohr & Spekman 1994).   

 

Although only limited support for a direct relationship between trust and performance 

exists (Gremler & Gwinner 2000), trust is a determinant of many factors related to 

performance including greater satisfaction (Achrol 1997; Ganesan 1994; Gabarino & 

Johnson 1999).  For example, distributors’ trust in a supplier significantly enhances 

satisfaction with business performance (Siguaw et al. 1998) because a buyer is likely to 

put coordinated efforts into the relationship with a supplier who is trustworthy (Jap, 

Manolis & Weitz 1999).  For another example, a retailer’s satisfaction will increase its 

perception of a vendor’s benevolence and credibility.  Satisfaction affects a vendor’s 

benevolence because it is indicative of the vendor’s concern for equitable outcomes and 

the welfare of the retailer (Jap & Ganesan 2000).  Satisfaction with outcomes is also 

likely to be related to a vendor’s credibility because it indicates effective performance 

of channel functions through greater reliability and expertise (Hausman 2001).   

 

In brief, the relationship between trust and satisfaction is consistent in the non-internet 

literature.  But does the relationship exist in an internet environment?  In this research, 

the level of trust is hypothesised to positively affect the satisfaction with exchange 

partner’s performance:  

H2.2: trust is positively associated with satisfaction in an internet environment. 

 

Satisfaction influences dependence in an internet environment.  The next hypothesis 

concerns the association between satisfaction and dependence in an internet 

environment (H2.3 in Figure 2.7).  Several studies have sought to link dependence and 

satisfaction either directly or indirectly (Anderson & Narus 1990; Dwyer 1980; Frazier, 

Gill & Kale 1989; Keith, Jackson & Crosby 1990).  This link is not clearly established.  

Some claim firms that perceive they are dominant will experience greater satisfaction 

and vice versa (for example, Anderson & Narus 1990).  That is, higher levels of 

dependence are associated with higher levels of satisfaction (Andaleeb 1996; Lewis & 
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Lambert 1991).  Others suggest that if dependencies are high they can pose a threat to 

an organisation’s survival and autonomy (Kotter 1979).   

 

Nevertheless, when the outcomes obtained from the exchange relationship are 

satisfying, important, and highly valued, there is a higher level of dependence between 

the exchange partners (Heide & John 1988).  That is, a dependent party is likely to 

attribute its outcomes to the party on which it depends.  Thus the greater the attributes 

of performance outcomes to the partner, the greater the satisfaction with the partner 

(Andaleeb 1996).  Indeed, research in the financial service industry, showed that 

satisfaction with product performance results in increased buyer dependence upon the 

seller (Reddy & Czepiel 1999). 

 

In this research, I posit that satisfaction is likely to be related to dependence because 

satisfaction with an exchange partner’s performance is likely to make a firm recognise 

its needs to maintain a relationship with that exchange partner in order to achieve 

desired goals.  Therefore, in this research, satisfaction with an exchange partner’s 

performance is hypothesised to affect dependence on that exchange partner. Therefore it 

is hypothesised that:  

H2.3: satisfaction is positively associated with dependence in an internet environment. 

 

Dependence influences commitment in an internet environment.  The final set of 

hypotheses relates to determinants of commitment and propensity to stay in an exchange 

relationship.  Consider the relationship between dependence and commitment first (H3.1 

in Figure 2.7).  Dependence is an antecedent to some desirable relational outcomes.  For 

example, dependence of a buyer on a supplier leads to buyer compliance (Joshi & 

Arnold 1998), acquiescence (Bendapudi & Berry 1997; Morgan & Hunt 1994) and 

commitment (Ganesan 1994; Goodman & Dion 2001; Mackenzie 1992).  Indeed, it is 

found to be the next best predictor of commitment after satisfaction (MacKenzie 1992).   

 

As dependence increases the nature of the relationship changes subject to the amount 

and the relative dependence between the two parties.  When dependence is balanced, 

relationship management will be bilateral because both parties will have equal interest 

in making the relationship work.  When dependence is unbalanced, one party stands to 

gain at the expense of the other or gains power relative to the other, and the relationship 

will be less stable and more likely to terminate (Anderson & Weitz 1989).   
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That is, the more the interdependency, the stronger the relational behavior (Dwyer, 

Schurr & Oh 1987). High interdependence between exchange partners allows for mutual 

adjustments in the on-going relationship in order to cope with the changing environment 

more effectively (Heide 1994). Also, high interdependence will motivate exchange 

partners to cooperate with each other, proactively share information, commit to the 

relationship, and align individual interests to the on-going relationship (Lusch & Brown 

1996). Mutual investments in more efficient transaction specific assets will also reduce 

transaction costs and increase efficiencies. 

 

In brief, the literature about the relationship between dependence and commitment in a 

non-internet environment is consistent, but this association needs to be investigated in 

an internet environment.  Therefore, in this research, dependence on an exchange 

partner is hypothesised to be positively associated with the commitment to the exchange 

partner in an internet environment. That is:  

H3.1: dependence is positively associated with commitment in an internet environment. 

 

Satisfaction influences commitment in an internet environment.  The next 

hypothesis is about the association between satisfaction and commitment in an internet 

environment (H3.2 in Figure 2.7).  The role of satisfaction in predicting behavioral 

intentions is well established (Anderson, Fornell, & Lehmann 1994; Cronin & Taylor 

1992; Zeithaml, Berry & Parasuraman 1996). Most of these studies have implicitly 

assumed transactional customer relationships in which the determinant for repeat 

purchasing is successful prior experience.  However, the literature is divided about the 

impact of satisfaction on commitment. For some scholars, satisfaction influences 

commitment positively (Ganesan 1994; Mohr & Spekman 1994; Wilson & 

Mummalaneni 1986) and is the core component in customer commitment (Selnes 1998; 

Singh & Sirdeshmukh 2000). A purchaser who experiences satisfaction with outcomes 

is more likely to trust their supplier in the future (Ganesan 1994). While the effect of 

satisfaction on commitment can be mediated by trust, satisfaction has been found to 

have a direct link with commitment to the service provider (Gabarino & Johnson 1999; 

Odekerken-Schroder, Bloemer & Wulf 2002; Wilson & Mummalaneni 1986).   

 

Others report that the relationship between satisfaction and loyalty seems to be weak 

(Henning-Thurau & Klee 1997) and that satisfied customers may also defect (Jones, T. 
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& Sasser 1995; Reichheld 1995).  Indeed, customers can be satisfied with a service 

provider and still leave (Jones, T. & Sasser 1995).  That is, satisfaction is only a 

necessary but not sufficient condition for the stability of the relationship between a 

customer and a bank institute (Peters 1997).  In financial services, the area of this 

research, one study discovered that ten percent of totally satisfied customers have no 

commitment and defect to competitors (Mitchell 1998).  In addition, in situations where 

the purchase is infrequent or occasional, trust and commitment are often bypassed for 

satisfaction as a major antecedent of attitude (Gabarino & Johnson 1999).  

 

In a service context, customer satisfaction could lead to an intention to stay with a 

service provider (Keaveney 1995).  That is, customers who have bonds to an 

organisation and are primarily satisfied, are more likely to feel committed to a firm than 

are customers who have bonds yet are primarily unsatisfied.  Indeed, two characteristics 

of business services appear to be the high risk associated with switching service 

providers (Zeithaml, Berry & Parasuraman 1996), and trust and commitment (Morgan 

& Hunt 1994).  It is suggested that one of the reasons that businesses tend to remain 

with the same service provider is because they are satisfied (Patterson, Johnson & 

Spreng 1997). If a business is satisfied with the performance of the brand it has selected 

to use, then its attitudinal loyalty is expected to be high (Jones & Suh 2000).  

 

In the context of this research, once a business identified an exchange partner and found 

its online service to be acceptable and satisfying, it would be expected to continue to use 

that service provided by that exchange partner.  The continued usage provides an 

opportunity for a relationship to develop between the business and the service provider.  

It would be expected that the relationship with the service provider could result in 

satisfaction.  Thus the relationship between satisfaction and commitment is 

hypothesised as: 

H3.2: satisfaction is positively associated with commitment in an internet environment. 

 

Trust influences commitment in an internet environment.  The next hypothesis 

concerns the relationship between trust and commitment in an internet environment 

(H3.3 in Figure 2.7).  Trust is an antecedent to relationship quality (Moorman, Zaltman & 

Deshpande 1992) in that the level of honesty, believability and integrity influence how 

the relationship with the service provider is perceived. When the perceived quality of 

the relationship is high then there are likely to be high levels of commitment to 
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continuing the relationship, or enduring commitment.  Hence, high levels of trust are 

likely to lead to high levels of commitment to the relationship (Moorman, Zaltman & 

Deshpande 1992; Morgan & Hunt 1994; Goodman & Dion 2001). 

 

Relationships with trust are highly valued and therefore participants are willing to 

commit themselves (Morgan & Hunt 1994). Organisations may use trust as a risk-

reduction mechanism because if they believe the supplier to be credible (able to perform 

effectively and reliably) and benevolent (interested in the customer), the perceived risk 

is likely to be lower (Doney & Cannon 1997). Conversely, if there is little trust in the 

exchange partner, then the relationship would be perceived as flawed or unsatisfactory 

(Morgan & Hunt 1994).   

  

Trust also positively influences a retailer’s long-term orientation towards a relationship, 

reflecting a perception that joint outcomes will benefit both organisations in the long 

run (Ganesan 1994; Geyskens et al. 1996). Trust is also an antecedent to the intention to 

use the same vendor for some buying situations where there are a number of available 

suppliers and switching costs are low (Chow & Holden 1997), and relationship 

longevity or commitment occurs (Doney & Cannon 1997; Ennew & Binks 1996; 

Moorman, Deshpande & Zaltman 1993; Morgan & Hunt 1994). 

 

In brief, literature about the relationship between trust and commitment in a non-

internet environment is consistent in the literature.  Thus the relationship between trust 

and commitment in this internet research is hypothesised as: 

H3.3: trust is positively associated with commitment in an internet environment. 

 

Commitment influences propensity to stay in an internet environment.  The final 

hypothesis considers the relationship between commitment and propensity to stay (H3.4 

in Figure 2.7).  Commitment is a key component of relationships, which is the desire to 

maintain a valued relationship with their exchange partner. While there is some debate 

as to whether relationship commitment and loyalty are the same construct (Pritchard, 

Havitz & Howard 1999), there is empirical evidence that they are distinctly different 

constructs that are, however, related (Beatty, Homer & Kahle 1988; Pritchard 1999).  

For example, a recent study of commitment found that increased levels of commitment 

lead to increased levels of loyalty (Pritchard, Havitz & Howard 1999).  
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Commitment to an exchange partner has been defined as an affective commitment and a 

psychological attachment, and this attachment to the exchange partner can translate into 

a behavioural intention, that is, the intention to continue the relationship in the future 

(Gundlach, Achrol & Mentzer 1995).  One of the outcomes of high commitment is an 

increase in acquiescence and a decrease in the propensity to leave (Morgan & Hunt 

1994).  That is, when there is a high level of commitment, the exchange partner is less 

likely to explore alternative suppliers or products.  In this research, increased levels of 

commitment to the service provider are likely to be positively associated with the 

perceived likelihood that a exchange partner will intend to stay in the relationship and 

consequently comply in the near future.  

 

In brief, the literature about the relationship between commitment and propensity to stay 

in a non-internet environment is consistent.  Thus the relationship between commitment 

and propensity to stay in this internet research is hypothesised as:  

H3.4: commitment is positively associated with propensity to stay in an internet 

environment. 

 

The competing model 

Rather than simply test the fit of one hypothesised model to the sample data, this thesis 

also tests the fit of a competing model to avoid post hoc identification of models 

(Bagozzi & Baumgartner 1996; Baumgartner & Homburg 1996; Hair, Anderson, 

Tatham & Black 1998; Hoyle & Panter 1995).  This competing model retains all six 

constructs of the hypothesised model but also adds another construct, asset specificity, 

and is a theoretically plausible alternative to the main model.  Comparing the fit of the 

hypothesised model to a rival model provides a stronger test of the hypothesised model, 

because finding a pattern of correlations that fit the data provides support for a theory 

but does not preclude other theories which might be plausible (Kelloway 1998).  That is, 

providing evidence of adequate model fit to the sample data does not eliminate the 

possibility that other models exist that fit the sample data equally well or better.  

Therefore, this research is guided by a competing models strategy (Hair et al. 1998). 

The figure of this competing model is presented in Figure 2.8.  Its rationale and 

additional hypothesis derived from this competing model and their rationale are 

discussed next. 
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A basic premise of the hypothesised model is that the use of the internet may increase 

specific investments made by both exchange partners in the relationship (Section 3.7) 

and this in turn, increases the level of dependence of an exchange partner on another.  

That is, rather than proposing internet use has a direct impact on dependence, the 

competing model considers that asset specificity mediates the effect of the internet use 

on dependence.  The competing model allows direct effects from the level of internet 

use to asset specificity which in turn leads to dependence, as shown in Figure 2.8.  The 

possibility of direct effects from internet use to asset specificity and asset specificity’s 

mediating effect on dependence is made explicit in the competing model.  In other 

ways, the competing model largely resembles the hypothesised model.  The additional 

two hypotheses that are derived from this competing model are discussed next. 

 

Level of internet use influences asset specificity.  The first alternative hypothesis in 

the competing model concerns the impact of internet use on asset specificity (H1.2a in 

Figure 2.7).  Investment is made by both exchange partners to accommodate linking 

technological requirements and the costs of transfering these investments to other 

business practices or functions in the company (Fontenot & Vlosky 1998; Vlosky 2000; 

Vlosky & Wilson 1994).  Specific investments such as those made to adopt internet 

technology are relatively standard such as a personal computer network with 

telecommunication access to the internet (National Office for the Information Economy 

1999).  Software applications using HTML and Java script are relatively standard and 

therefore transferable between other potential exchange partners (Anonymous 2001).  

 

The result of the convergent interviews in Section 3.7 showed that the resources 

requirement for putting backend systems in place vary and can be expensive, depending 

on the extent to which the firm incorporates the internet-based technology into their 

operation.  Thus, the relationship between level of internet use and asset specificity is 

hypothesised as: 

H1.2a: level of internet use is positively associated with asset specificity. 



F ure 2.8 The competing model of the theoretical framework 
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Asset specificity influences dependence in an internet environment.  The second 

additional hypothesis in the competing model concerns asset specificity and dependence 

(H1.2b in Figure 2.7).  Asset specificity induces substantial inter-firm dependence which 

demands special coordination efforts in order to economise on transaction costs 

(Williamson 1985).  Relationship specific investments are difficult to redeploy to other 

relationships, therefore an exchange partner loses substantial value unless they continue 

the relationship. That is, the relationship specific investment gives the partners some 

motivation to stay in the relationship (Ahmed, Patterson & Styles 1999).   

 

High asset specificity also makes it difficult to replace an exchange partner (Heide 

1994).  For example, a retailer who has invested in specific assets has created barriers to 

exit from such a relationship, resulting in the retailer’s inability to replace the vendor 

easily. Thus, retailer asset specificity increases the dependence of the retailer on the 

vendor but decreases the perception of the vendor’s dependence on the retailer.  

 

Further, the extent of dependence is a function of the magnitude of the specific assets. 

Transaction-specific assets can create exchange difficulties for the investing party 

(Heide & John 1988).  For example, an opportunistic exchange partner could 

appropriate some fraction of the value of the immobile assets because the investing 

party can no longer rely on the threat to switch to another supplier or vendor. In other 

words, immobile transaction-specific assets prevent credible threats because of 

switching costs.  Further, the dependence arising from the presence of specific assets is 

distinguishable from the other aspects of dependence such the dependence associated 

with magnitude of the exchange and/or the concentration of exchange (Gundlach, 

Achrol & Mentzer 1995; Mohr, Fisher & Nevin 1996).   

 

In the context of the survey research – corporate internet banking - a low technology-

specific investment is expected as the nature of internet technology does not require a 

large transaction specific investment (Section 3.7).  Although the literature suggests that 

specific investment bonds the buyer and seller in a relationship, we expect that these 

variables will not be as significant as in other buyer-seller relationships. 

 

In brief, the literature about the relationship between asset specificity and commitment 

in a non-internet environment is consistent.  Thus, it is hypothesised that: 
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H1.2b: Asset specificity is positively associated with dependence in an internet 

environment. 

 

Summary of theoretical framework development.  To summarise this development 

of the main model in this research’s theoretical framework, I have included six 

relational constructs in two models.  Each of these constructs in the hypothesised 

models have been discussed as well as their inter-relationships.  All relationships 

between the constructs have a theoretical basis for their inclusion in this model, which 

have been derived from the literature.  

 

2.5 Conclusion 

This chapter presented the review of the extant literature and described the foundation 

underlying the theoretical framework relevant to the research problem.  The chapter also 

identified some gaps in the literature, particularly in a relationship model within the 

internet environment.  On this foundation, this research developed a theoretical 

framework for approaching the research problem.  Three research issues were 

established and twelve research hypotheses were proposed to guide data collection and 

analysis and they are listed in Table 2.6. 

 

Table 2.6 Summary of research issues and hypotheses 
Research Issues Research hypotheses 
RI 1. How does the level 
of internet use affect 
structural and social  
bonds in an inter-firm 
relationship? 

H1.1: level of internet use is positively associated with communication  
H1.2: level of internet use is negatively associated with dependence 
H1.3: level of internet use is positively associated with trust 
H1.4: level of internet use is positively associated with satisfaction 
H1.5: the impact of B2B internet use on the above relational bonds is 
moderated by length of B2B internet use 

RI 2. How do structural 
bonds interact with social 
bonds in an internet 
environment? 

H2.1: internet-facilitated communication is positively associated with trust 
H2.2: trust is positively associated with satisfaction in an internet 
environment  
H2.3: satisfaction is positively associated with dependence in an internet 
environment 

RI 3: How do structural 
and social bonds 
determine relationship 
outcomes in an internet 
environment? 

H3.1: dependence is positively associated with commitment in an internet 
environment 
H3.2: trust is positively associated with commitment in an internet 
environment 
H3.3: satisfaction is positively associated with commitment in an internet 
environment 
H3.4: commitment is positively associated with propensity to stay in an 
internet environment 

Source: developed for this research. 
 



Chapter 3 Stage one: convergent interviewing methodology 

3.1 Introduction 

This chapter details the convergent interviewing methodology used in stage one of 

this research to refine the theoretical framework that was developed from the 

literature in Chapter 2.  

 

This chapter has eight sections, as shown in Figure 3.1.  The chapter begins with an 

outline of the plan of this research and justifications for selecting convergent 

interviewing as an exploratory research method for the first stage of this research.  

Convergent interviewing is then compared with other qualitative methodologies that 

can be used as an exploratory research method.  This comparison is followed by a 

description of the convergent interviewing process and how the convergent 

interviews were planned, conducted, and interpreted in this research.  The strengths 

and limitations of convergent interviewing techniques are explored followed by an 

examination of the validity and reliability of convergent interviewing methodology. 

Finally, the data gathered during the convergent interviews is analysed. 

 

Figure 3.1 Chapter 3 outline, with section numbers and interrelationships 
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3.2 Plan of this research 

A research plan is a design for conducting research to achieve its objectives. Broadly, 

the plan covers strategic decisions about the choice of data collection methods 

(Aaker, Kumar & Day 2001). 

 

Exploratory versus explanatory research.  Exploratory research is conducted to 

provide tentative understanding of a research problem and should be used as input to 

further research (Malhotra 1999). In this research, exploratory research included a 

literature review (Chapter 2) and convergent interviews (Chapter 3), to gain insights 

into the research problem and discover the main issues in relation to internet-

facilitated inter-firm relationships.  

 

In turn, explanatory research aims to provide evidence of cause and effect 

relationships (Aaker, Kumar & Day 2001). Typically, the researcher manipulates the 

independent variables of interest and controls for the influence of other variables 

(Davis & Cosenza 1993). This research used a survey (Chapters 4 and 5) that 

manipulated different levels of internet use to determine their impact on inter-firm 

relationships, and the survey methodology is discussed in detail in Chapter 4.  

 

Qualitative versus quantitative research. Quantitative and qualitative methods are 

the two broad approaches to research (Bellenger, Bernhardt & Goldtucker 1989; 

Easterby-Smith, Thorpe & Lowe 1991; McDaniel & Gates 1996; Miles 1994; 

Zikmund 2000).  This section justifies the use of a combination of qualitative and 

quantitative research methods in this research.  

 

To begin, a brief comparison of the characteristics of these two approaches is 

provided in this section to explore why both techniques are appropriately used for 

this research.  The main differences between the two research methodologies are 

summarised in Table 3.1. 

 

Essentially, the qualitative research of stage one was used for induction (Bellenger, 

Bernhardt & Goldtucker 1989; McDaniel & Gates 1996; Wimmer & Dominick 

1994).  That is, the qualitative approach to data collection discovers information 
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from the perspective of the interviewee about phenomena such as behaviors and 

attitudes that are not directly observeable, that is, ‘in someone else’s mind’ (Patton 

1990, p. 278). That is, the findings of qualitative research were not used to test a 

theory and make generalisations about a population, but rather to build a theory for 

further testing through quantitative methods (Aaker, Kumar & Day 2001; Easterby-

Smith, Thorpe & Lowe 1991; Marshall & Rossman 1995; Maykut & Morehouse 

1994). 

 

Table 3.1 Qualitative versus quantitative research 
Comparison dimension Qualitative research Quantitative research 

Type of research  Exploratory Descriptive or causal 

Purpose 

Ability of replicate Low  High 

Objective To gain a qualitative understanding 

of the underlying reasons and 

motivations 

To quantify the data and 

generalise the results from the 

sample to the population 

Orientation Process-oriented Outcome-oriented 

Data collection 

Administration Special training and skills required Fewer special skills required 

Types of data gathered Real, rich, and deep Hard and replicable 

Data collection process Unstructured Structured 

Sample size Small Large 

Data analysis 

Type of analysis Subjective and interpretive Statistical summarisation 

Source: developed for this research from (Batonda 1998; Deshpande 1983; Malhotra 1999; 
Miyauchi 2002; Zikmund 2000).  
 

This induction characteristic of qualitative methods was a requirement for the first 

stage of this research for two reasons.  Firstly, inter-firm relationships in an internet 

environment is a relatively new topic in the academic marketing literature. In the 

early stages of theory development, where phenomena are not well understood and 

the relations between phenomena are not known, prematurely-used quantitative 

research methods can lead to inconclusive findings (Denzin & Lincoln 1994). Hence, 

a qualitative method was required to explore this complex topic in depth with experts 

who have studied and/or applied their knowledge practically and generate ideas 

rather than to evaluate ideas (Crimmons 1988). That is, qualitative research allowed 

for flexibility in the gathering of information and in-depth exploration of issues in a 
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less structured format, with a smaller number of respondents than quantitative 

methods (Bellenger, Bernhardt & Goldtucker 1989; De Ruyter & Scholl 1998).  This 

information was used to assist building theory that was tested through quantitative 

methods in stage two of this research.   

 

The second reason for using a qualitative method was the type of information this 

research intended to gain in the first stage of data collection. The depth and detail of 

qualitative data required to understand complex phenomena can be obtained only by 

getting psychologically close to the phenomena under study. ‘The closer the 

researcher gets to the phenomenon, the clearer it is understood’ (Carson & Coviello 

1996), p. 55). Qualitative research allowed me to gain an in-depth understanding of 

underlying reasons and motivations and to obtain ‘rich’, ‘real’, and ‘deep’ 

information with ‘non-statistical’ data analysis (Deshpande 1983), p. 103).  In 

summary, the complexity of the research subject warranted in-depth exploration that 

is only possible through qualitative research in the first stage of this research. 

 

In turn, quantitative research was used in the second stage of this research because its 

larger samples and statistical significance levels provided statistical generalisation 

(Yin 1994) of the findings to a population (Zikmund 2000; Neuman 2000).  

 

In brief, qualitative and quantitative research methods were used in a complementary 

fashion in this research (McDaniel et al. 1993; Bellenger et al. 1989; Wimmer & 

Dominick 1983; Zikmund 2000; de Ruyter 1998; Easterby-Smith, Thorpe & Lowe 

1991). The qualitative research enabled me to gain extensive ‘in-depth’ and ‘real’ 

information on how internet use influences inter-firm relationships to build theory on 

this area.  Then this theory was tested using a quantitative research methods. 

 

3.3 Selecting convergent interviewing for the exploratory stage of this 

research 

It is now appropriate to discuss the exploratory convergent interviewing that was 

carried out in stage one to discover the main issues in relation to internet-facilitated 

inter-firm relationships.  This section justifies the choice of convergent interviewing 

from other qualitative research methods for stage one of this research.  That is, this 
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section discusses the strengths of convergent interviewing by comparing it with the 

more often used in-depth interview and case research techniques, to explain why 

convergent interviewing was chosen.  The major characteristics and differences of 

convergent interviews, in-depth interviews and case studies are illustrated in Table 

3.2 and form the basis for this discussion. Essentially, the convergent interviewing 

was more appropriate than the other methods because it provided: 

• a way of quickly converging on key issues in an emerging area, 

• an efficient mechanism for data analysis after each interview, and  

• a way of deciding when to stop collecting data.  

 

In-depth interviews vs convergent interviews.  Convergent rather than in-depth 

interviews was used for this research primarily because convergent interviewing has 

a more structured way of processing interviews and analysing data (row 4 of Table 

4.2).  That is, convergent interviews were considered more efficient than in-depth 

interviews for this exploratory research.  The advantage of convergent interviewing 

over in-depth interviewing lies in its progressive nature that enables me to refine the 

content and process of each interview to narrow down broad research issues (Dick 

1990) into more focused ones at the end of the research program (row 7 of Table 

3.2).  

 

This progressive nature of convergent interviewing develops a series of ‘successive 

approximations’ (Dick 1990, p. 3) arising from a continuous refinement of process 

(such as details of the interviewing techniques and sample composition) and content  

(such as research questions and the subject matter of the research) (Carson, Gilmore, 

Gronhaug & Perry 2001; Dick 1990).  In brief, convergent interviewing is more 

suitable than in-depth interviews because it is composed of ‘a series of tasks which 

lead to the progressive reduction of uncertainty’ (Philips & Pugh 1994, p. 72). These 

advantages of convergent interviewing over other interviewing methods of 

progressive exploration and data analysis, and identification of an ending point, are 

also advantages over the other methods to be discussed next. 
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Table 3.2 Differences between convergent interviews, in-depth interviews, case 
research and focus groups 

     Qualitative method 
 
 
 
 
Characteristics 

Convergent  
interviews 

 
In-depth 

 interviews 

 
Case research 

 
Focus groups 

1  Interview method One-to-one in-
depth interview 

One-to-one in-
depth interview 

One-to-one in-
depth interview 

Group 
interaction 

2  Main objective Narrow down 
research focus 

To obtain rich 
and detailed 
information 

Vary from 
theory building 
to testing 

To obtain 
insights and 
various ideas 

3  Level of prior 
theory requirement 

Low Low High Low 

4  Process Structured 
process with 
continuous 
refinement 

Flexible - 
unstructured to 
structured 

Structured and 
standard 
procedures 

Flexible – 
unstructured 
to structured 

5  Content Unstructured Unstructured to 
structured 

Very structured Unstructured  

6  Probing in the 
interview 

High High Low to medium Low to 
medium 

7  Strengths Progressive Replication Replication Synergistic 
effect in a 
group setting 

8  Weaknesses Potential 
interviewer bias, 
requirement of 
interviewer’s 
knowledge and 
not sufficient on 
its own 

Results may be 
biased and are 
not for theory 
testing 

Requirement of 
sufficient prior 
theory 

Conforming 
effects in a 
group setting 

Source: developed from (Carson et al. 2001; Rao & Perry 2004; Yin 1994). 
 

Case research vs convergent interviews.  The case research method was not used 

in this research mainly because there was insufficient prior theory about internet-

facilitated relationship marketing to use it.   Admittedly, case research can be used to 

investigate a new research area or contemporary phenomenon within a dynamically 

changing, real life context (Carson et al. 2001; Eisenhardt 1991; Yin 1994) and is 

often appropriate for the more complex situation involving two or more people 

and/or their firms.  However, many researchers emphasise the importance of entering 

case research with prior theory (Eisenhardt 1991; Miles 1994; Perry & Coote 1994). 

 

That is, a mix of induction and deduction may be required for a case research project 

(Carson et al. 2001).  This blending is often achieved by incorporating convergent 

interviews and pilot studies to provide the prior theory for the development of the 

interview guide.  Although some prior theory was developed from the literature 

 98



about relationship marketing in an internet environment for this research, it was 

inadequate for developing the questions for a case research interview protocol that 

could be standard across most of the interviews in case research.  That is, the data 

analysis process in case research builds conceptual/theoretical coherence through 

comparison with prior theory (Miles 1994) and there was virtually no prior theory for 

the focus theory of this research. 

 

In other words, the advantage of convergent interviewing over case research lies in 

its less requirement for prior knowledge.  Indeed, convergent interviewing is a 

technique that can be implemented without any prior knowledge of the subject (Dick 

1990).  It is progressive in nature and so allows the interviewer to refine both the 

questions and answers, that is, the content at each stage emerges over a series of 

sequential interviews through design, data collection, interpretation, redesign, data 

collection, re-interpretation and so on (Dick 1990).  

 

Focus groups vs convergent interviews.  Finally, focus groups were not used for 

the first stage of this research mainly because of the type of data this first stage 

aimed to obtain. Focus groups are appropriate when research needs to use group 

interaction to produce data and insights that would be less accessible without that 

interaction within a group (Morgan 1988).  That is, focus groups are most useful and 

appropriate in exploratory and developmental phases of research where little is 

known about the phenomenon of interest (Cox, Higginbotham & Burton 1989; 

Crimmons 1988; Goldman 1962; Morgan 1988; Morgan & Krueger 1993; Stewart & 

Shamdasani 1990). However, the information for this research could be obtained 

without the synergistic effect (row 7 of Table 3.2) of a group setting offered by focus 

groups (Morgan 1993).  Indeed, business people in a focus group are unlikely to 

divulge their business innovations to others within the group who might be their 

competitors.  

 

In brief, the convergent interviewing method offers advantages over focus groups, in-

depth interviews and case research and so was chosen for the first stage of this 

research.   
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3.4 Convergent interviewing processes 

Having justified the selection of convergent interviewing for this research, its 

processes can be discussed in more detail.  Convergent interviewing is an in-depth 

interview technique with a structured data analysis process - a technique used to 

collect, analyse and interpret qualitative information about a person’s knowledge, 

opinions, experiences, attitudes and beliefs through using a number of interviews 

which converge on important issues (Dick 1990; Nair & Riege 1995).  In other 

words, the convergent interviewing process involves conducting a series of long, 

initially unstructured interviews, whereby data is collected during each interview, 

and then analysed and used for the content and process of subsequent interviews 

(Dick 1990).  That is, the process in itself is structured but the content of each 

interview only gradually becomes more structured to allow flexible exploration of 

the subject matter without determining the answers (Nair & Riege 1995).  In this 

process, more is learned about the issues involved as interviews progress (Dick 

1990).   

 

Consider this technique in more detail.  The early interviews were almost entirely 

unstructured.  As information about the interviewee’s beliefs and attitudes in relation 

to the research topic was gained, the interviewer developed some interpretation of the 

data that was then used to refine and focus the content of subsequent interviews; this 

procedure was undertaken after each interview.  Although later interviews were also 

relatively unstructured at the beginning, each succeeding interview became more 

focused in their later stages as the interviewer converged on particular issues that 

were raised in preceding interviews (Dick 1990).  Figure 3.2 demonstrates how 

interviews on particular issues converge within each interview and also over a 

succession of interviews.   

 

Convergent interviewing is a dialectic process that looks for two types of patterns in 

the emerging data.  One of these patterns is the convergence that arises through 

agreement, while the second one relates to divergence or disagreement in the 

emerging data (Nair & Riege 1995).  Where there is consensus on a certain issue 

from more than one interviewee, a series of probes is initiated to test the information 
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and to explain this convergence, and where there is disagreement, probes are initiated 

for clarification and to explain this discrepancy.   

 

Figure 3.2  The convergent interviewing process 
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Source: based on Woodward (1997, p. 113). 
 

 

Thus I attempted to use each interview to understand emerging explanations of the 

data.  By questioning agreements and seeking explanations for disagreements the 

underlying factors that explain the data emerged (Carson et al. 2001; Nair & Riege 

1995).  Additionally, new issues arose in later interviews requiring new probe 

questions to be developed in order to examine these new issues.  The series of 

sequential interviews was terminated when a stable pattern of agreement emerged 

between interviews and disagreements could be explained. 

 

Strengths of the convergent interviewing technique.  The nature of convergent 

interviews noted above offered three main strengths for this research.  Firstly, 

convergent interviewing was useful for the exploration of areas lacking an 

established theoretical base, as is the case for this research (as shown in Section 2.4).  

That is, the flexibility provided by the convergent interviewing method allowed for 

the refinement of research issues throughout the course of the interviews, resulting in 
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the consolidation of the existing body of knowledge and a more precisely defined 

research problem (Dick 1990).   

 

Secondly, it provided a flexible instrument to allow all issues related to the research 

problem to be identified and explored.  This flexibility of convergent interviewing 

allowed me to use a funnelling process in which she controlled the flow of the type 

of information being sought.  That is, starting the interview with broad and relatively 

unstructured questions allowed me to develop more relevant and important 

information by enhancing her ability to fully explore specific issues  (Nair & Riege 

1995).  This process was reflected by the modifications of interview questions as the 

interviews progressed.   

 

The final strength of convergent interviewing is that the subjectivity inherent in 

qualitative data was largely overcome by the interviewer attempting to explain 

answers always after each interview to ‘disprove the emerging explanation of the 

data’ (Dick 1990, p. 11).  That is, subjective data was refined through the use of 

convergence and discrepancy that added objective methods to the refining of 

subjective data.  Thus rigor was added by limiting subjectivity (Dick 1990). 

 

Limitations of the convergent interviewing technique.  Despite these strengths, 

there are limitations associated with the convergent interviewing technique 

(Woodward 1997).  Firstly, convergent interviewing may allow interviewer bias to 

occur (Dick 1990).     To guard against this bias, the interviewers need to be not only 

skilful and experienced, but also have sufficient knowledge about the subject matter 

and be able to maintain data quality when recording and analysing the data obtained 

from the interviews (Aaker, Kumar & Day 2001).  In this research, I had previous 

research studies and training, and had begun to review the literature about the parent 

theories covered in Sections 2.2 and 2.3 to gain background knowledge prior to the 

interviews.  

 

Secondly, the convergent interviewing method requires the interviewee to be 

knowledgeable about the research subject matter and so be able to contribute 

meaningful information to the exploratory research.  Using the snowballing 

technique (Aaker, Kumar & Day 2001), I was able to access experts in 

 102



internet/relationship marketing who could provide meaningful information about the 

research topic.  After each interview, the interviewee was sufficiently familiar with 

the aims of the research to refer me to other experts.  Each interviewee was asked for 

more than one other expert at the end of an interview, to reduce the chances of a 

snowballing research project being locked into a mindset of one network. For 

example, I probed some interviewees for experts from other industries.    

 

Finally, convergent interviewing may affect the validity of the research because it is 

not sufficient on its own to provide results that can be generalised to the wider 

population (Dick 1990; Gummesson 1988).  However, this limitation was overcome 

in this research because the aim of this research is to build theory rather than to test 

theory and the convergent interviews were used in conjunction with the survey 

method to validate the theory building exercise. 

 

In brief, convergent interviewing like other research methodologies does have some 

limitations, however, these limitations were largely overcome by careful planning 

and the process itself.  That is, the benefits offered by convergent interviewing 

largely outweigh the limitations cited above. 

 

3.5 Validity and reliability of the convergent interviewing research 

This next section examines the issues of achieving validity and reliability in 

convergent interviews in this research. Several checks were built into the research 

design for this research to provide validity and reliability (Kvale 1989).  These in-

built checks and controls for qualitative research can be summarised under four tests 

of the research design: construct validity, internal validity, external validity and 

reliability (Yin 1994).  Table 3.3 outlines these tests for the validity and reliability of 

this research.   

 

Construct validity refers to the formation of suitable operational measures for the 

concepts being investigated (Emory & Cooper 1991).  Convergent interviewing 

achieved construct validity through three tactics.  Firstly, triangulation of interview 

questions was established in the research design stage through two or more carefully 

worded questions that looked at the subject matter from different angles.  Secondly, 
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the convergent interview method contained an in-built negative case analysis where, 

in each interview and before the next, the technique explicitly requires that the 

interviewer attempt to disprove emerging explanations interpreted in the data (Dick 

1990).  Finally, the flexibility of the mode allowed the interviewer to re-evaluate and 

re-design both the content and process of the interview program, thus establishing 

content validity.   

 

Table 3.3 Tests for validity and reliability of research design  
Tests Research design Phase 
Construct validity  data collected from multiple sources (convergent 

interviews and survey) provide multiple measures 
of the same phenomenon 
establishment of triangulation of interview 
questions 
in-built negative case analysis 
flexibility of the proposed theoretical framework 

research design and 
data analysis 
 
research design and 
data analysis 
data analysis 
research design and 
data collection 

Internal validity  Sample selection for information richness research design 
External validity Sample selection for theoretical replication research design 
Reliability Interview guide are developed for the collection of 

data; 
Structured process for administration and 
interpretation of convergent interviews 
use of a steering committee 

data collection and 
analysis 
data collection  
research design 
data collection and 
analysis 

Source: developed for this research, based on Yin (1994), Healy & Perry (2000). 
 

Internal validity refers to causal relationships and the validity of the influence of one 

variable on other variables (Sekaran 2000; Zikmund 2000).  Internal validity of the 

convergent interviews in this research was achieved through sample selection on the 

basis of ‘information richness’ (Patton 1990, p. 181), as discussed in Section 3.6.   

 

External validity is concerned with the ability of the research findings to be 

generalised beyond the current study (Emory & Cooper 1991; Sekaran 2000).  In this 

research, some external validity was achieved through theoretical replication in 

interviewee selection.  That is, experts from six service industries were selected to 

ensure that a cross-section of opinions was provided (Section 3.7.1). 

 

Reliability refers to how consistently a technique measures the concepts it is 

supposed to measure, enabling other researchers to repeat the study and attain similar 

findings (Sekaran 2000; Emory & Cooper 1991).  This research secured reliability 

through four tactics.  Firstly, reliability was attained through the structured process of 
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convergent interviews that was discussed in Section 4.4.  Secondly, reliability was 

achieved through organising a structured process for recording, writing and 

interpreting data that will be further discussed in Sections 3.6 and 3.7.   

 

Thirdly, research reliability can be achieved through comparison of this research’s 

findings between two researchers.  Having 2-3 people in each interview is not 

normally done in the convergent interviewing technique because each of the 

interviewees is in effect a triangulating mechanism of the information provided by 

previous interviewees, as Dick (1990) points out.  Finally, the use of a steering 

committee to assist in the design and administration of the interview program is 

another way that reliability can be achieved (Guba & Lincoln 1994).   If a number of 

the members of the committee agree about a phenomenon, then their collective 

judgment is relatively objective.  I consulted with my supervisors about the results, 

acting as the steering committee to assist in the design and administration of the 

interview.  That is, they acted as  ‘sounding boards’ for my and the interviewee’s 

interpretations of the data.  Thus, the reliability was addressed as best it could be. 

 

In summary, tests of validity and reliability were applied to the first stage of this 

research.  The next section details how validity and reliability were also achieved 

through careful planning and interview processes. 

 

3.6 Implementing the convergent interviewing technique 

In brief, the convergent interviewing methodology was appropriate.  This section 

gives more details about how the convergent interviewing method was implemented.  

The amount of prior theory required is defined, the selection of the sample to be 

interviewed is discussed and the planning of the interviews is described. 

 

3.6.1 Defining the information required 
The first step of planning the interview is to define the information required and the 

nature of the problem that has given rise to the research, to provide an early focus for 

the planning (Dick 1990).  The framework developed in Section 2.4 (Figure 2.6) was 

derived from the literature, most of which is based largely on theoretical assumptions 
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and most of it from the US researchers.  Defining information is accompanied by 

having this prior theory (Perry 1998b).   

 

On the one hand, although convergent interviewing is a technique that can be 

implemented without any prior knowledge of the subject (Dick 1990), failing to 

review the literature prior to conducting the interviews may result in failure to 

sufficiently narrow or open the subject to the interviewees.  On the other hand, 

reviewing all relevant literature might narrow the focus too much and provide 

focused probe questions so that the views of respondents are not uncovered.  As a 

result, research might become too focused thus omit important issues that may 

emerge through the interview.  

 

To evade these pitfalls of these two extreme positions about prior theory, an 

‘enfolding’ of the literature approach (Eisenhardt 1991, p. 25) was applied in this 

research.  That is, the literature was reviewed while field research was being done.  

In this process, I began with a few propositions and then allowed the data and 

enfolding literature to suggest new directions for shaping the body of knowledge as 

the interviews proceed.  I started with a review of the literature about the parent 

theories of internet/relationship marketing to develop background knowledge of the 

research subject, establish initial probe questions, and to select an appropriate group 

of interviewees (Nair & Riege 1995).  After conducting the first five interviews, new 

insights led to a more focused literature review.  Finally, six more interviews were 

conducted and provided new insights to re-examin the literature and the initial 

theoretical framework developed at stage one of the data collection. 

 

3.6.2 Deciding sample size 
Selecting the optimal sample size for the interviews depends on what is to be found 

and why, how the findings are to be applied and the researcher’s available resources 

(Patton 1990).  Research has suggested different sample sizes for the convergent 

interviewing method.  Dick (1990) suggested that the sample size should be one 

percent of a target population of up to 200 and as a minimum the sample size should 

not be less than 12 people.    
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Others argued that sample size is determined when stability is reached, that is, when 

agreement between the interviewees about issues is achieved and disagreement is 

explained (Naire & Riege 1995).  This second process has been used in marketing 

research, for example, Naire and Riege (1995) suggested stability can occur after 

only six interviews and Woodward (1997) found convergence occurred after five 

interviews.  

 

This stability achieving approach was adopted in this marketing research to 

determine the number of interviewees. That is, maximum information gathering was 

the primary aim of the convergent interviewing for this research and this was 

achieved when stability occurred. This research conducted a total of 11 interviews 

before the stabilisation described above, was achieved. 

 

3.6.3 Deciding the sampling method 
In addition to selecting the sample size, the sampling method must also be 

determined.  In qualitative research like this, the sample needs to be as heterogeneous 

as possible and relevant to the issues being explored (Dick 1990).  Thus a purposeful 

rather than random sampling method is more appropriate (Patton 1990).  That is, to 

achieve heterogeneity, this research initially selected a small and diverse sample of 

knowledgeable people who did not know each other; after each interview the 

interviewees were asked to recommend other people who else should be interviewed.  

In other words, I started with a few cases and used these cases to identify others in 

the interconnecting network to interview, thereby allowing the sample to grow in size 

(Aaker, Kumar & Day 2001; Neuman 2000).  Such a snowball sampling technique 

was appropriate when research is concerned with a small, specialised population of 

people who are knowledgeable about the topics (Aaker, Kumar & Day 2001; 

Neuman 2000; Patton 1990).   

 

An important part of the sampling process was the selection of the first interviewee 

as the first snowball (Nair & Riege 1995). That is, the first interviewee must be an 

expert as well as being able to direct me to others who are familiar with the area of 

the research.  In this research, identifying such key industry figures was done with 

the assistance of the National Office of Information Economy. 
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Eleven interviews were conducted to achieve stability as noted above.  Eight of the 

interviewees were CEOs, business managers and project mangers with considerable 

experience in relationship marketing implementation and/or internet marketing field.  

The other three interviewees were business/marketing consultants who had been in 

this field for considerable periods of time.  Their characteristics are detailed in 

Section 3.7.1. 

 

3.6.4 Conducting the interviews 
Previous sections discussed how prior theory was used and how the sample and 

sample size were decided for this research.  In turn, this section examines how the 

interviews were conducted within the sample.  The following discussion examines 

the planning and management issues relating to convergent interviewing and is based 

mainly on the steps recommended by Carson et al. (2001) and they are illustrated in 

Figure 3.3. 

 

Figure 3.3 Steps involved in conducting convergent interviews 
1. Contacting the respondent 

 
2. Time and setting 

 
3. Establishing rapport and neutrality 

 
4. Opening question 

 
5. Probe questions 

 
6. Inviting a summary 

 
7. Concluding the interview 

 

 

 

 

 

 

 

 
 
 
Source: developed from Dick (1990), Carson et al. (2001). 
 

Step one: contacting the respondent. Initial contact with potential participants was 

established through email or telephone calls. Where the initial contact was by email, 

a telephone call followed.  After being given an overview of the research and the 

purpose of the interview, that is, as a part of academic research, the respondents were 

asked to participate in the interviews.  When they agreed, the venue and time were 

decided (Carson et al. 2001). 
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Step two: time and setting.  Interviews were terminated only when no further 

information could be gained (Dick 1990).  An estimated time frame of approximately 

one and a half hours was allowed for each interview.  In later interviews, more time 

had to be allocated as the number of probe questions increased.  Therefore, in this 

research, the earlier interviewees were informed that the length of the interview 

would be 30 minutes to an hour.  All interviews were carried out face-to-face at the 

respondents’ place of work, as it was easier to establish rapport and to capture 

interviewees’ body language.  All interview times were fixed at the initial contact 

and confirmed a few days prior to the interview (Rao & Perry 2004). 

 

Step three: establishing rapport and neutrality.  Clarification of a number of 

preliminary issues at the start of the interview was made to encourage rapport and 

cooperation during the interview (Carson et al. 2001).  I introduced myself and gave 

a brief explanation of the purpose of the research.  Interviewees were also informed 

of the confidentiality of the interviews and asked for permission to tape record the 

interview.   

 

Step four: opening question. The opening question needs to be framed in such a 

manner as to encourage the interviewee to reveal his or her attitudes about the 

research topic without placing boundaries on the responses (Dick 1990).  That is, the 

objective of the opening question is to provide a broad starting point that may lead to 

further probe questions (Nair & Riege 1995) and to define the nature of the topic 

without implying any constraints on the response (Carson et al. 2001).  

 

The opening question used in this research was, ‘Can you tell me a story of your 

experience of dealing with another business using the internet?’ (Nair & Riege 1995; 

Perry 1998a).  This question did not put any pressure on the respondents to think 

about any specific issues, that is, the interviewees did not have to intellectualise or 

justify their responses.  Rather, the interviewee merely shared his/her experience 

with me in a relaxing manner and this assisted the interviewee in organising his or 

her thoughts.   
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Step five: probe questions. Probe questions follow the opening question and help to 

keep interviewees talking and the interview focused.  Probe questions were also the 

mechanism through which the similarities and dissimilarities from previous 

interviews were explored (Carson et al. 2001; Rao & Perry 2004).  For this research, 

probe questions were developed before each interview based on the preceeding 

interview.  That is, the interviewer interpreted the interview at the end of each 

interview.  When new issues that were worth investigating arose, probe questions 

were adapted or new probe questions created to examine these new issues in the next 

interviews.   

 

Three types of probe questions were used during the interviews: detail-oriented 

probes (to gain more details on issues being raised), elaborated probes (to get 

respondents to continue to talk about a topic and keep the interview focused), and 

clarification probes (to clarify any areas where it is difficult to understand what was 

said by the respondents) (Maykut & Morehouse 1994; Patton 1990; Woodward 

1997). For example, questions such as ‘Can you give me an example of this?’ and 

‘Can you elaborate a little?’ were used in the course of the interviews. 

 

For this research, a list of 10 probe questions around the three research issues based 

on the literature was developed before the first interview.  They were printed out in 

an interview guide and given to the interviewee at the start of the interview.  This 

procedure helped to focus the interview and keep it within time constraints.  Copies 

of the initial and final convergent interviewing guides are provided in Appendix 3.1. 

 

Step six: inviting a summary.  When it was apparent that little more information was 

to be gained, I started closure by inviting the respondent to pick out the key points 

from what had been so far discussed, perhaps also indicating their relative priority 

(Dick 1990).  For this research, the question to invite summary was ‘Of all the issues 

you have mentioned what are the most and least important issues?”, and questions to 

indicate priority such as ‘Could you please prioritise them in order of importance?’ 

were also asked. 

 

Step seven: concluding the interview.   When the interviewee could no longer add 

further information, the interviewer summarised the interview to ensure that all 
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planned questions were investigated and to confirm interviewees’ responses.  The 

interviewee was thanked for his/her cooperation and a copy of the data analysis was 

offered.  The interviewee was again assured that the information obtained during the 

interview would remain confidential and anonymous. 

 

3.7 Analysis and interpretation of the convergent interview data 

So far, the method of collecting data for the first stage of this research has been 

discussed.  Next, the procedure used for analysing and interpreting the convergent 

interviews is discussed (Dick 1990; Nair & Riege 1995).  This next section presents 

the findings of the convergent interviews. 

 

3.7.1 Introduction of convergent interview respondents 
Each interview was transcribed within a day of the interview.  A summary of the key 

issues raised by each respondent was written in detail within one hour of the 

conclusion of each interview.  A progressive interpretation report was prepared after 

the first report and was compared to the transcript of each subsequent interview.  

This process led to the modification of the progressive report and interview guides as 

new issues emerged after each interview (Batonda 1998; Dick 1990; Nair & Riege 

1995).   

 

The purpose of data analysis was to seek patterns in the interview data.  In this 

section, the interviewees’ names were disguised with the letter A to K to maintain 

confidentiality. These codes will be used in brackets to indicate evidence of the 

pattern.  However, a brief picture of each of these interviewees is necessary to set the 

scene for the later detailed analysis of the interview data.  Table 3.4 illustrates the 

interviewee’s position in the firm, the industry in which their organisation operates 

and the location of the firm.  

  

Because the practitioners and consultants converged on similar issues quickly, only 

eleven respondents were necessary, as noted. These interviews represented eleven 

different firms from different service industries.  Table 3.4 provides a brief and 

somewhat disguised introduction to the interviewees, including the represented firms 

and industries, the length of B2B internet use in the interviewees’ firms, the 
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interviewee’s position in the firm, and primary specialty of each firm. The 

information in this summary table is somewhat disguised and deliberately limited to 

protect the anonymity of interviewees but has been included to ‘set the scene’ (Patton 

1990, p. 388). 

 

Table 3.4 Interviewees’ background for the convergent interviews 
 
Interviewee 

Length of 
B2B 
internet use 
(years) 

Industry the 
interviewee’s 
firm operate 
in 

Position in 
the 
organisation 

Primary specialty 

Web-
marketer 
(A) 

5 Business 
service 
(market 
research) 

General 
manager 

Solutions design and development 
for internet marketing, e-commerce 
and internet systems and 
incorporating these with databases. 

Data 
solution 
provider 
(B) 

4 Business 
service (data 
management) 

Project 
manager 

Setup, implementation and 
incorporation of database marketing 
campaigns and strategic 
recommendations for use of data to 
enhance corporate growth. 

Deliverer 
(C) 

3 Delivery 
service 

General 
manager 

Domestic and international delivery 
services. 

Web 
developer 
(D) 

8 Business 
service (IT & 
T service)  

CEO Innovative internet development 
and solution delivery. 

Payment 
solution 
provider (E) 

4 Finance Marketing 
manager 

Development of payment system 
for small-to-medium sized 
businesses, linking with major 
Australian financial institutions. 

Customer 
service (F) 

4 Business 
service (call 
center) 

CEO Development of call centre 
strategies for business markets 
using the internet and e-business 
systems. 

Advertiser 
(G) 

5 Business 
service 
(advertising) 

Consultant Development of advertising 
campaigns and other marketing 
solutions. 

 Conference 
organiser 
(H) 

3 Business 
service (even 
management) 

Managing 
director 

Provision of public relation events 
and conferences for various 
corporations. 

E-banker (I) 4 Finance Managing 
director 

Provision of online and off-line 
financial services to both Australian 
consumers and businesses. 

Publisher 
(J) 

3 Publishing Marketing 
manager 

Product line of three well known 
magazines. 

Telecommu
nicator (K) 

6 Telecommuni-
cation 

CEO Innovative telecommunication 
solutions for businesses. 

Source: developed for this research, sometimes disguised for confidentiality. 
 

3.7.2 Findings from the convergent interviews   
The framework developed in Section 2.4 (Figure 2.6) was derived from the literature, 

most of which is based largely on theoretical assumptions and most of it from the 

United States researchers.   But how appropriate is that framework for the real world 
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of Australian service firms that have adopted the internet in a B2B situation?  The 

convergent interview data answered this question as noted in Section 3.6.1.  My 

overall finding is that the framework does assist in understanding how internet use 

influences inter-firm relationships and the variables included in the two models 

(section 2.4) are appropriate.  However, interviewees provided further information 

and understanding to that gleaned from the literature in Chapter 2, particularly about 

the internet’s role at different states of relationship development and its impact on 

different aspects of inter-firm relationships.  

 

In this section, each of the research issues derived from the preliminary theoretical 

framework is addressed and key points in the findings from convergent interviews 

are discussed.  The information may appear to be detailed but it is appropriate for 

investigating this research’s research problem and represents the first empirical 

investigation of the issues involved in the theoretical framework about the research 

problem.  It also provides a rich understanding to complement the quantitative results 

that will be discussed in Chapter 5.  That is, the patterns found in the data analysis 

below are the basis for several of this research’s conclusions and the implications to 

be discussed in Chapter 6.   
 

That is, this section presents the findings of the convergent interviews in two ways.  

Firstly, a summary of the results of the convergent interviews is tabulated and 

discussed.  Secondly, quotations are used to provide evidence of patterns being found 

in the data. The quotations are provided to support the interpretations in the 

discussion and so are in a slightly smaller font to distinguish them from the overall 

findings. 

 

Before each of the interviews was conducted, relational constructs were discussed 

with the interviewees and definitions of these constructs were established.  The first 

question asked of each interviewee was a broad and general question developed to 

establish rapport (Section 3.6.4).  Respondents were asked to tell the interviewer a 

story of their experiences of how they use the internet in a B2B situation.  The 

question allowed the interviewer to have a general idea what role the internet played 

in the particular firm the interviewee was involved.  All interviewees agreed that 

internet use had become a strategic part of their overall business activities.  While 
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answers to this question are not included in Table 3.5, answers for the rest of the 

questions are summarised and categorised in Table 3.5 in order to find patterns.  

Table 3.5 contains a list of research propositions and themes that arose from the 

interviews about these propositions and shows that these interviewees confirm the 

theoretical framework. The interviewees’ names are disguised with the letter A to K, 

used to maintain confidentiality.   

 

Table 3.5 Summary of results from convergent interviews 
Comments Interviewees 
 A B C D E F G H I J K 
1. Internet associated business activities  
• Use of internet access for email and/or 

information searches 
• Use of web sites to display firm 

information and/or advertise their goods or 
services 

• Use of the internet for activities associated 
with buying goods or services  

• Use of the internet to sell goods or services 
to customers through our web site.  

• Use of web site provide after-
sales/customer  service to customers, e.g. 
facilitating tracking orders, retrieving 
account information via the web site 

• Use of  web sites offered secure access 
and/or secure transactions 

• Use of online payment facilities 
• Use web-based intranet facilitate business 

processes and management 
• Web-based intranet linked with the 

backend of the firm’s web site 
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2. Internet’s role in inter-firm relationships 
• Internet use is a facilitator to the inter-firm 

relationship 
• The use of the internet enhances our 

relationship with our strategic business 
partners, particularly with customers 

• Internet use has little effect on supplier 
relationships 

• Need for cautious use of the Internet in 
relationship management 

• Backend system can be expensive 
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3. Research issue 1:  Impact of internet use 
on structural and social bonds 
• The internet does not replace other forms 

of communication  
• The use of the internet increased inter-firm 

communication quality 
• The use of the internet facilitates inter-firm 

information sharing 
• The use of the internet has a positive effect 
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Comments Interviewees 
 A B C D E F G H I J K 

on participation 
• Internet use has little effect on 

interdependency between our customers 
and us 

• We are still very dependent on strategic 
customers and suppliers 

• We are not as dependent on less strategic 
suppliers 

• Using the internet place higher barriers to 
leave our strategic relationships 

• The use of the internet has little effect on 
trust development in the relationship 

• The use of the internet has a positive effect 
on the maintenance of trust  

• The use of the internet has a positive effect 
on the satisfaction level with the 
relationship 

 
√ 
 
 
 
√ 
 
 
* 
 
* 
 
 
* 
 
* 
 
 
 
√ 

 
√ 
 
 
 
√ 
 
 
x 
 
* 
 
 
* 
 
* 
 
 
 
x 

 
 
√ 
 
 
 
√ 
 
 
√ 
 
* 
 
 
√ 
 
√ 
 
 
 
√ 

 
 
√ 
 
 
 
√ 
 
 
√ 
 
x 
 
 
√ 
 
√ 
 
 
 
x 

 
 
√ 
 
 
 
√ 
 
 
x 
 
x 
 
 
√ 
 
√ 
 
 
 
√ 

 
 
√ 
 
 
 
√ 
 
 
√ 
 
√ 
 
 
√ 
 
√ 
 
 
 
√ 

 
 
√ 
 
 
 
√ 
 
 
√ 
 
√ 
 
 
√ 
 
√ 
 
 
 
x 

 
 
√ 
 
 
 
√ 
 
 
√ 
 
√ 
 
 
√ 
 
x 
 
 
 
x 

 
 
√ 
 
 
 
√ 
 
 
x 
 
x 
 
 
√ 
 
√ 
 
 
 
√ 

 
 
√ 
 
 
 
√ 
 
 
√ 
 
x 
 
 
√ 
 
√ 
 
 
 
√ 

 
 
√ 
 
 
 
√ 
 
 
√ 
 
√ 
 
 
√ 
 
√ 
 
 
 
√ 

4. Research issue 2: Interaction of social and 
structural bonds in an internet environment 
• A business relationship involves mutual 

benefits, added value and honesty 
• Communication, interpersonal skills and 

value propositions are important in building 
a good business relationship 

• Need to develop long-term, close 
relationship with customers 

• Interaction depicted in the theoretical 
framework 

• Some arrows should be two ways 
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5. Research issue 3:  Determinants of 
relational outcomes of business performance 
and/or propensity to stay 
• Difficulty in measuring internet’s effect on 

business performance 
• The use of the internet has little effect on 

sales and market share 
• The use of the internet has little effect on 

short-term profit level 
• The use of the internet has a positive effect 

on long-term profit level 
• The use of the internet has little effect on 

return on assets 
• Intention to stay in the internet relationship 
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Notes: √ = interviewee is in confirmity with the statement 
           × = interviewee is in disconfirmity with the statement 
           * = question had not been raised 
Source: analysis of field data. 
 

Internet’s role in inter-firm relationships.  All interviewees agreed that internet 

use plays an important role in their inter-firm relationships with other exchange 

firms.  More specifically, the internet is a facilitator to inter-firm relationships 

because it provides a new information infrastructure which enables them to develop 
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and maintain their relationship with core exchange partners.  However, internet use is 

only part of the big picture.  That is, to build a good inter-firm relationship, internet 

use has to be incorporated into an array of strategic relationship management 

elements.   

 

Most interviewees believe that the use of the internet has generally enhanced their 

relationship with another business, especially their customers.  That is, interviewees 

emphasised that internet use probably plays a more important role in customer 

relationship management than supplier relationship management. This is because the 

internet enables them to provide extra services to their customers in a more effective 

and efficient manner and reduces communication barriers.  For example, ‘it enables us 

to provide a lot more services to our customers than we could before the internet was 

adopted in the business process and to provide them faster’ (C).  ‘For us it enhances it…there 

is no doubt…because we can keep people informed in a timely and accurate manner and they 

appreciate that…’ (F).  ‘It provides convenience and saves costs in maintaining the 

relationship’ (G).  

 

The use of the internet also opens doors to more relationships and speeds up the 

relationship building process from initiation, negotiation, formation, to finalisation.  

The use of the internet requires relatively low investment and because investments 

that are required are not substantial, the construct asset specificity will not be 

included in the main model of the theoretical model.  For example, ‘we used to take 

months or years to develop a working relationship.  We can now achieve that in three 

months’ (F).  ‘Through the internet we can get information we need in a timely manner and 

provide updates to the customer in a timely manner…so much more time and energy has to 

be spent on supporting customers and managing the relationship without the internet.  It we 

removed the internet element from the relationship, it would be very resource consuming’ 

(H).   

 

However, most of the interviewees indicated that internet use has little effect on their 

supplier’s relationship, as shown in block 2 in Table 3.5. For example, one interviewee 

stated, ‘With suppliers, there are benefits to having a long-term relationship with them.  

When setting up new accounts, it takes time, and quite often, you can’t get credit (of 

payment) in the first instance when dealing with a new supplier. Then there are implications 

for cash flow’ (H).  Also, levels of these long-term relationships vary depending on 
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other factors like the product they are buying.  For example, ‘if there is little product 

difference and the purchase decision is mainly made on price, then we probably will not put 

a lot of effort into the relationship’ (F). 

 

Most interviewees also agreed upon cautious use of the internet.  That is, most 

interviewees emphasised that a business relationship can not rely on the use of the 

internet (row 2 in Table 3.5).  For example, ‘the internet will allow you to do things 

smarter but can never replace the quality of your products or services, the personal contacts 

and relationships and so on that are also the core elements in a good relationship’ (A).  If the 

internet is not used properly, it can damage and hinder the relationship.  For example, 

‘if it (the internet) is not used properly it can destroy the relationship built over time (E).  ‘A 

relationship implies two people.  So, sending emails does not allow that to happen.  This is 

particularly important in customer service’ (F).   

 

Internet use facilitates inter-firm communication.   All interviewees agreed that 

the use of the internet increases communication quality and the amount of 

information that can be shared among all relevant parties.  There is no significant 

change in the interviewees’ firms in terms of their communication methods, as 

shown in block 3 in Table 3.5 about research issue 1.  Most interviewees commented 

that the internet, as a new and important communication media can not replace other 

communications media.  That is, they only use the internet, including emails when it 

is suitable.  For example, one interviewee stated, ‘we tend to use it (the internet) for 

essentials and for convenience side of it rather than for everything’ (A).  Another interviewee 

commented, ‘I don’t see any change in the number of telephone calls made and/or fax and 

face-to-face contacts…I think it depends on what sort of communication is more effective in 

a particular situation’ (D).  In addition, most firms are aware of the importance of 

human interaction and make the effort of maintaining human interaction.   

 

Internet use has a positive effect on information sharing where a large volume of 

information can be shared between parties.  For instance, one interviewee gave an 

example in demonstrating it, ‘we have a tracking system where our customers can logon to 

our web site and see how the project has been progressing and they can also logon an issue 

or request which will be dealt with within 24 hours’ (G).  ‘When dealing with documents, 

graphs and figures, information can be shared in a timely and accurate manner’ (H).   
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Internet use seems also to have positive effects on participation but not to the same 

extent as information sharing. One interviewee gave an example, ‘We have web-based 

conferences where the relevant parties can log onto the URL and see a PPT presentation live’ 

(E).  The internet can involve an increased number of people to participate in 

problem solving and decision making, however, it does not improve the quality of 

their participation and sometimes it has a somewhat negative effect due to other 

barriers in the communication process such as language and cultural differences. For 

example, ‘…we use internet chatrooms to have discussions with our US branch…it is 

somewhat difficult because you can’t see their facial expressions…” (D). 

 

Nevertheless, there is an increase in communication quality due to the cost saving 

brought about by the internet.  In particular, the speed of transmission of documents, 

the number of businesses they can communicate with, the frequency and reach of 

communication (row 3 in Table 3.5) have improved through the use of the internet.  

For example, one interviewee commented, ‘We communicate with a much larger range 

now…like our partners’ partners...the communication circle is certainly a lot wider’ (B).  

‘The internet allows real time communication’ (E).  ‘We communicate a lot more now with 

our overseas customers’ (H).  ‘It used to cost us a lot to send out flyers or newsletters…the 

internet has changed that…We send electronic newsletters which keep us in touch with our 

customers efficiently’ (I).   

 

Interviewees also indicated that the extent of their internet use differs at different 

states of relationship development.  For example, the internet is generally not used in 

the initial communications with an exchange partner when trust is being established.  

As the exchange partners deal with each other more, internet use is increased. 

 

In conclusion, internet usage has positive effects on communication in a business-to-

business situation.  The positive effect outweighs the negative effect. 

 

Internet use’s impact on dependence in an inter-firm relationship. Most 

interviewees commented that internet use does not have any effect on the 

interdependency between the firm and their exchange partners.  This is because 

interdependency in the relationship is determined by a number of factors such as 

sufficient knowledge about the exchange partner, rather than just product related 
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factors like price and location.  Most interviewees commented that they are still 

dependent on their customers and suppliers with whom they had a long-term 

relationship, as shown in block 3 in Table 3.5.  For example, ‘…The reliance on our 

customers and suppliers is high regardless of whether we use the internet or not’ (J).  One 

interviewee also commented, ‘We are still very reliant on our relationship with our exchange 

partners.  The interdependency might have decreased in a B2C situation but the trend for 

larger firms is to have fewer suppliers and good relationships with them’ (B).   

 

However, some interviewees did comment that they are less dependent on their 

suppliers because the internet has allowed them to deal with more suppliers.  For 

example, ‘The web-based resources free up the amount of time that would normally need to 

be spent in trying to find a reasonable distributor’ (H) and ‘we are less dependent on some of 

our suppliers because the internet enables us to look at their competitors’ offer quickly and 

easily…with our suppliers, the interdependency has decreased because we do comparison 

shopping for regular items and small purchases’ (G).   

 

Moreover, some interviewees commented that the effect of internet use on barriers to 

leave the relationship is getting higher because the competency of using the internet 

has became one of the criteria for choosing a new business exchange partner for 

some of the companies.  For example, ‘We don’t start anyone if they are not on the 

internet…Once they are locked in, not financially but in the sense of their business processes 

and systems, it is harder to leave the relationship’ (C). 

 

In brief, although there was some disagreement, these disagreements can be 

explained and the overall findings of convergent interviews do seem to support the 

hypothesised relationship between internet use and dependence. 

 

Internet use’s impact on trust and satisfaction in inter-firm relationships.  

Interviewees were asked to rate the effect of the internet use on trust in their 

exchange partners.  As early as the second interview, interviewee B commented that 

internet use has a different effect on the development and maintenance of trust in 

their business relationships, as shown in block 3 in Table 3.5.  Therefore, the 

question about this proposition changed to ask respondents about the internet’s effect 

on their trust in the exchange partner and their satisfaction with the exchange 

partner’s performance at different states of their relationship.  Most interviewees do 
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not believe that internet use contributes to the development of trust between 

exchange businesses.  ‘…trust does not come from the relationship built over the internet.  

It comes from face-to-face contact and the ability to deliver satisfactory performance’ (B).  

‘We don’t trust someone based on the information about them on the internet or their emails.  

It comes over time and is based on performance’ (H).   

 

Compared with the development of trust, interviewees generally rate maintenance of 

trust higher.  ‘Often when you go to a meeting and meet some are new, you can tell them 

what your company offers and say I’ll email you the relevant information.  That is very 

powerful’ (B).  

 

The impact of internet usage on interviewees’ satisfaction with their exchange 

partner’s performance seems to depend on what the internet can do for the firm. 

Some interviewees believe that internet use increases their satisfaction with the 

exchange partner’s performance because the internet could be used in a way to 

improve trade efficiencies.  For example, ‘the internet allows us to provide something we 

wouldn’t or couldn’t do before we took up the internet, so it certainly improved the 

satisfaction level’ (B).  ‘…it is very satisfying…’ (I).   

 

Moreover, interviewees also believed that internet use leads to mutual satisfaction of 

both parties.  That is, incorporating the internet into their business processes 

improved coordination of business activities and therefore their exchange partners’ 

satisfaction with their performance. ‘It is very useful…you can connect networks because 

of the rapid access to information that the internet provides’ (B).  ‘Yes, it greatly improves 

the coordination in the business process’ (D). ‘It certainly enhances coordination because of 

the better and less resource-consuming communication’ (H). ‘The internet provides 

information to our business partners as to how well we are performing on the particular job 

and that determines how satisfied they are’ (C).  ‘Through better communication – keep 

them updated with what is going on, you are more likely to keep them at a satisfied level’ 

(F).   

 

In brief, although internet use does not seem to facilitate trust development, it does 

assist in maintaining trust in an exchange partner by enabling open and transparent 

information sharing.  It also facilitates satisfaction through increased trade 

efficiencies when firms incorporate the internet into their core operations.  Further, 
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the effect that internet use can have on inter-firm relationships also depends on how 

their exchange partners use the internet. 

 

Issues about the interactions of social and structural bonds in an internet 

environment.   To set the scene for the questions about how internet use affects 

relationship quality, the interviewees were asked to define a business relationship 

first.  Most definitions given by the interviewees included elements such as being 

mutually beneficial, value adding and honesty, as shown in block 4 in Table 3.5.  For 

example, one interviewee stated, ‘It has to be a two-way relationship…There has to be 

honesty between the two parties in terms of what has been contributed…’(A) and ‘there has 

to be a two-way communication between a customer and a vendor about their needs…If I 

don’t have the solution to your problem or you don’t have the needs, the relationship does 

not exist’ (E).  Another interviewee commented, ‘A relationship to me is a value-added 

arrangement with the suppliers and/or customers.  Essentially you provide and receive value 

from this arrangement…The value has to be visible…’ (B) and ‘there is an open 

relationship…We need them (customers) to be honest and they need us to be reliable…’ (D).   

 

Interviewees were also asked to comment on what makes a good relationship.  

Elements such as communication, interpersonal skills, and value proposition arose 

from the interviews (row 4 in Table 3.5).  ‘…in the negotiation process you need to talk 

to them about what you can provide to them as well as what you expect from them’ (B). 

‘communication is a major component’ (H).  ‘I strongly believe that people buy from people, 

they don’t buy just from the company.  You establish a relationship with someone in that 

company and build rapport with them’ (E).   

 

All interviewees agreed that they try to develop and maintain long-term and close 

relationships with their business partners, particularly with their customers because 

of the financial benefits of developing and maintaining such relationships. ‘It is 

important to develop long-term, quality relationships with major partners in both internet and 

non-internet environments.  The benefits are definitely worth the effort…’ (B).  One 

interviewee gave an example of leveraging the benefits of having a long-term relationship 

with their customers.  ‘When we introduced our new product last month, if we didn’t have 

the relationship, we would have to look for a whole new market whilst now we can take the 

product to the customers that already exist and who know about our product and our 

company…From a financial perspective, it makes sense to maintain those relationships’ (H). 

 121



‘When the relationship is long-term, you identify with something, either the way they do 

business or the people who you are dealing with’ (E). 

 

Interviewees were asked to comment on the proposed interactions of structural and 

social bonds under the influence of internet use which were shown in the form of a 

diagram.  As shown in Table 3.5, all interviewees agreed that the diagram does 

represent how structural and social bonds interact in both internet and non-internet 

environments (row 4 in Table 3.5).  For example, one interviewee commented that 

commitment is related to dependence.  ‘...the more you are dependent on another business, 

the more likely you are committed to the relationship with them’ (F). 

 

Determinants of relational outcomes of business performance and/or propensity 

to stay in an internet-facilitated relationship.  All interviewees agreed that 

improved business performance is still the goal they are trying to achieve from 

establishing and developing exchange relationships in an internet environment.  ‘It is 

critical…it is the bottom line of any business relationship…it (profitability) is the criteria to 

choose potential clients to do business with’ (D).   With the internet, the expectation of 

their exchange partners’ performance is higher and is seen as a continually 

improving process.  Overall, internet use is perceived to have a positive effect on 

business performance.  That is, it facilitates business performance although it is not 

the main component of the business performance.  For example, ‘the internet has a 

somewhat secondary influence on our business performance…it definitely helps us to deliver 

service’ (C).  ‘The internet is only part of the marketing mix’ (H). 

 

However, the extent to which the internet can assist in different aspects of business 

performance is difficult to measure, as shown in block 5 in Table 3.5.  Some 

interviewees were able to discuss the effect of internet use specifically from a sales 

and market share perspective.  ‘Providing our goods and services online definitely assists 

with sales’ (B). Others simply did not use business performance as a criterion for 

measuring because it is difficult to monitor.    

 

Further, interviewees’ opinions about the effect on profit level differed again.  Most 

of them stated that internet usage has little effect on their short-term profit level but 

they have the expectation of an increased long-term profit level.  For example, ‘We 
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have expectations for long-term profit.  That is the justification to what we are doing (using 

the internet) now’ (I).  ‘…there is a lag time from the time we started and the time we are 

actually making money from it’ (E).  ‘A lot of long-term, ongoing support is coming through 

the internet, so return on assets is ongoing and long-term as well’ (H).  ‘I personally 

expectation on return on assets is high.  It comes from greatly reduced costs, reduced 

handling, increased automation, extended market reach and so on’ (B).   ‘We will have to get 

the efficiency out of it over a longer period of time’ (C). 

 

Moreover, all interviewees expressed their intention to stay in internet-facilitated 

relationships and agreed that internet use is blended into their long-term, strategic 

planning.  ‘The internet will not change everything automatically.   But it makes you look at your 

business differently and see what sort of opportunities it can bring to you.  A business plan is critical 

in achieving that’ (B).   

 

In addition, it seems propensity to stay is the most appropriate construct amongst all 

the constructs explored given that most interviewees indicated the difficulty in giving 

information regarding their profitability, market share or business performance. 

 

In brief, a wider number of viewpoints was presented amongst interviewees about 

how internet use has impacted on business performance, confirming that the choice 

of propensity to stay in the relationship that has been justified in Section 2.4 is more 

appropriate than business performance in this internet-facilitated relationship 

marketing research.   

 

Summary of convergent interview findings.  In brief, the convergent interviews 

were the first step in investigating how the non-internet theory about relationships 

applied in an internet world.   The convergent interviews found that the major 

relational bonds affected by internet usage are communication, dependence, trust, 

satisfaction and commitment, and these lay the foundation for the theoretical model 

discussed in Section 2.4.  This model links together the structural and social bonds in 

an inter-firm relationship when firms use the internet in their exchange processes. 

 

Overall these eleven convergent interviews conducted across various service 

industries in Australia confirm the appropriateness of the theoretical model and 

hypotheses developed at the end of Chapter 2, and they will be tested in the second 

 123



stage of this research.  Moreover, the findings also suggest that internet use has little 

impact on firms’ relationships with their suppliers.  The second stage data collection 

discussed in next chapter will focus on customer relationships rather than both sides 

of the supply chain.   

 

3.8 Conclusion 

This chapter outlined the convergent interviewing procedures used in the exploratory 

stage of this research.  The data collected from the convergent interviews was 

analysed and confirms the comprehensiveness of the theoretical framework and 

appropriateness of the hypotheses derived from that preliminary theoretical 

framework developed in Chapter 2 (shown in Figure 2.6).  The next chapter justifies 

and describes the methodology used in the second stage of data collection for this 

research. 
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Chapter 4 Stage two: survey methodology 

4.1 Introduction 

The previous chapter described and justified the overall design and the methodology of 

the first, theory building stage of this research.  In turn, this chapter describes and 

justifies the quantitative research methodology of the second, theory testing stage.  

 

This chapter begins with a justification of stage two’s survey methodology, as shown in 

Figure 4.1.  Next, the survey procedures are described.  Specific areas of the survey 

procedures including questionnaire design and administration (Section 4.3), sampling 

(Section 4.4), and proposed data analysis strategies (Section 4.5) will be discussed.  

Finally, ethical considerations will be considered (Section 4.6) and conclusions will be 

drawn (Section 4.7). 

 

Figure 4.1 Outline of Chapter 4 with section numbers and interrelationships 

Source: developed for this research.
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4.2 Justification of survey methodology for the second stage of this research 

This background section justifies the paradigm used in this research, describes the 

approach to theory construction and then justifies the research design of this research. 

 

4.2.1 Research paradigm 

Broadly, a paradigm provides a framework within which a researcher works.  It is a 

basic belief system or worldview that guides the investigator (Guba & Lincoln 1994).   

Although researchers can be implicit or explicit about their scientific paradigm, they are 

committed to its rules and standards for generating knowledge (Kuhn 1996).   

 

The paradigm underlying this research could be classified as post-positivism or realism 

(Hunt 1990; Perry, Riege & Brown 1998; Trochim 1998).  This research was positioned 

within the realism paradigms because it deals with an external, social reality (Perry, 

Reige & Brown 1998), that is, how internet use impacts on inter-firm relationships.  

This external reality can be known only fallibly because of limited human 

understanding of a complex, social science reality involving self-reflective people who 

can change their behaviour (Wilkinson 2002).  This fallibility of knowledge about the 

external reality was addressed in two ways.  Firstly, data was triangulated across 

multiple sources including literature (Chapter 2), exploratory research (Chapter 3), and 

the major survey study (Chapter 4).  Secondly, the structural equation modelling (SEM) 

of survey data carried out in this research incorporates complex interdependencies and 

used multi-item scales to measure latent, unobservable variables (Godfrey & Hill 1995; 

Hunt 1990).  In brief, scientific realism holds that empirical testing helps discover the 

structure of causal relationships necessary for scientific advancement: indeed, those 

‘who use causal modeling techniques…are committed to realism’ (Hunt 1991, p. 397).  

 

4.2.2 A two-stage research design for this research 

A methodology is a part of a paradigm (Guba & Lincoln 1994).  This section addresses 

the methodological issues of choosing an appropriate research design to collect data to 

address the research problem. Broadly, a research design covers strategic decisions 

about the choice of data collection methods, and also more tactical decisions about 

measurement and scaling procedures, questionnaires, samples and data analysis (Aaker, 
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Kumar & Day 2001; Churchill 1995; Zikmund 2000).  This research considered the 

three most commonly classified research designs of exploratory, descriptive or 

causal/explanatory research (Boyd, Westfall & Stasch 1989; Burns & Bush 2000; 

Churchill 1995; Green, Tull & Albaum 1988; Tull & Hawkins 1993). This research 

adopted a mixed approach with all three types of research design being used, each 

playing a distinct and complementary role.  

 

Firstly, exploratory research was used in stage one (Chapters 2 and 3) to gain 

background information about the research problem, to clarify the problem and to 

generate hypotheses (Churchill 1995).  This exploratory research was flexible, 

unstructured and qualitative (Aaker, Kumar & Day 2001; Burns & Bush 2000).  That is, 

the exploratory research in this study included literature reviews (Chapter 2) and 

convergent interviews (Chapter 3) to gain insights into the research problem and to 

identify the main issues about internet-facilitated inter-firm relationships.   

 

Next, descriptive research was used in stage two to describe the characteristics of 

marketing phenomena (Malhotra 1999).  That is, it was used to determine the frequency 

of the occurrence of phenomena such as the level of satisfaction with a commercial 

bank’s performance in the context of internet banking.    To minimise errors and 

maximise reliability, the survey required a structured questionnaire and an appropriate 

number of respondents (Kinnear & Taylor 1996).   

 

However, descriptive research does not establish associations between marketing 

variables (Kinnear & Taylor 1996; Zikmund 2000), and so explanatory research had to 

be included in this research’s survey for this purpose.  This causal or explanatory 

research was used to obtain evidence of a relationship or an association between the 

variables.  The survey of stage two created a situation in which conditions were 

controlled so that the independent variable(s) could be manipulated to test a hypothesis 

about a dependent variable (Zikmund 2000).  While there was no explicit manipulation 

of variables in this research because an experiment could not be conducted, the data 

gathered through the surveys was modelled, using structural equation modelling not just 

to predict but to also explain how the variables were related (Hoyle 1995; Mulaik & 

James 1995).   
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Further, the issue of inferring causation when using cross-sectional data, as in this 

research, was recognised (Baumgartner & Homburg 1996).  The three requirements for 

establishing causality were examined: temporal order (the cause must occur before the 

effect), association among variables and the elimination of alternative plausible 

explanations (Neuman 2000). For instance, the order of the cause and effect of internet 

use upon relational bonds was examined and justified in Section 2.4.  The literature 

reviewed in Chapter 2 provides a comprehensive list of likely variables that were further 

confirmed by convergent interviews.  That is, unidirectional causal relations adopted for 

this research followed consideration of the extant literature (Section 2.4) and the stage 

one exploratory study.  

 

Justification of stage two’s survey methodology.  Information for the second stage of 

this research was collected using a field survey of key informants and analysed using 

structural equation modelling.  This research design was appropriate for this study for 

two reasons.  Firstly, this ex post research design was appropriate because the variables 

of interest were difficult for the researcher to manipulate (Emory & Cooper 1991).  

Secondly, it was suitable because respondents could not be easily assigned to treatment 

and control groups on a priori basis as they are in experimental studies.  Indeed, this 

type of quantitative study is an established approach to the study of industrial 

relationships (Anderson, Hakansson & Johnason 1994; Hakansson & Johnason 1992) - 

‘field survey research employ key informant reports and structural equation modelling 

is well accepted by marketing academics in the channels and business marketing areas’ 

(Hakansson & Johanson 1994, p. 12). Thus, survey research was an appropriate 

approach to examining the research hypotheses advanced in this study.   

 

In brief, survey research appeared to be the best approach to examining the research 

hypotheses developed in this study.   

 

4.3 Questionnaire design and administration 

After justifying the use of a combination of exploratory, descriptive and explanatory 

methods for this research, three further areas of this research design still need to be 
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addressed: questionnaire design and administration (Section 4.3), sampling issues 

(Section 4.4), and data analysis strategies (Section 4.5).   

 

In essence, this section shows how the questionnaire was a formalised schedule to 

obtain accurate and complete information about the research problem  (Malhotra 1999). 

Specifically, the questionnaire for this study served a number of functions by translating 

research objectives into a series of questions.  Firstly, the questions and response 

formats were standardised so that all respondents faced the same stimuli.  Next, the 

questionnaire was designed in a way to provide comprehensible questions to motivate 

respondents to cooperate and complete accurately all the questions asked.  Finally, it 

facilitated and simplified administrative and data processing because most of the 

questions were pre-coded or used a standard response format (Frazer & Lawley 2000; 

Malhotra 1999).  

 

Designing a questionnaire requires artistic as well as scientific skills and experience 

(Malhotra 1999). The questionnaire used in this research is included in Appendix 4.1 

and its seven steps of design and administration, synthesised from the literature, are 

summarised in Figure 4.2 and discussed next (Churchill 1995; Frazer & Lawley 2000; 

Malhotra 1999; Tull & Hawkins 1990).   
 
4.3.1 Step one: specifying the data needed and operational definitions 

The first step in questionnaire design was to determine the information needed to 

achieve the research objectives. Based on findings of the exploratory stage of this 

research, the independent and dependent variables could be identified, as shown in 

Table 4.1. 

 

 



Figure 4.2 The questionnaire design and development process used in this research 

Source: synthesised for this research from Churchill (1995), Frazer & Lawley (2000), Kinnear 
(1993) and Malhotra (1999). 
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Table 4.1 Independent and dependent variables for each research issue 
Research issue Independent variables Dependent variables 
RI 1: How does internet use affect structural 
and social bonds in an inter-firm 
relationship? 

Level of internet use Communication, 
dependence, trust, asset 
specificity and 
satisfaction 

RI 2: How do structural bonds interact with 
social bonds in an internet environment? 

Communication, trust, 
satisfaction and asset 
specificity 

Trust, satisfaction and 
dependence 

RI 3: How do structural and social bonds 
determine relationship outcomes in an 
internet environment? 

Dependence, trust and 
satisfaction 

Commitment and 
propensity to stay 
 

Source: developed for this research. 
 

Before data was collected about these variables, operationalisation of the constructs in 

the main and competing models developed in Chapters 2 and 3 had to be considered 

(Davis & Cosenza 1993).  Accordingly, this section presents the operational definitions 

for the constructs in the main and competing models in Table 4.2.  
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Table 4.2 Research issues, constructs, definitions, survey questions and scales used in this research  
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Research 
proposition 

Construct Conceptual definitions Operational definitions Survey questions Scales 

Research issue 1: 
How does the 
level of internet 
use affect 
structural and 
social bonds in an 
inter-firm 
relationship? 

Level of internet 
use 
 
 
 
Length of 
internet use 
 
 
 
Communication 
 
 
 
 
 
 
 
Dependence 
 
 
 
 
 
 
Asset specificity 
 
 
 
 
 
 
 
 
Trust 
 
 
 
 
 

The extent to which the internet is used 
in B2B situations in an organisation. 
 
 
 
The length of time in which the internet 
is used in B2B situations in an 
organisation. 
 
  
Communication can be defined as the 
formal as well as informal sharing of 
meaningful and timely information 
between firms (Anderson & Narus 1984; 
Narus 1990; Anderson & Wietz 1992; 
Morgan & Hunt 1994; Ahmed, Patterson 
& Styles 1999). 
 
Dependence refers to a firm’s need to 
maintain the relationship with another 
organisation to achieve desired goals 
(Frazier 1983; Frazier, Gill & Kale 1989; 
Heide & John 1988). 
 
 
Asset specificity is the degree of 
idiosyncratic investment made in the 
relationship with an exchange partner 
(Anderson & Weitz 1994; Heide & John 
1988; Ganesan 1994). 
 
 
 
 
Trust is the  'confidence in an exchange 
partner’s reliability and integrity’ 
(Morgan & Hunt 1994). 
 
 
 

Comprises various internet-
enabled banking functions 
provided by the top four 
Australian banks. 
 
Length of which the 
respondents have been using 
their nominated bank’s internet 
banking service 
 
Respondent communication is 
measured by the extent of 
agreement with statements in a 
Likert scale about how internet 
use affects their relationship 
(Mohr & Spekman 1994) 
 
 
Respondent dependence is 
measured by the extent of 
agreement with statements in a 
Likert scale about how internet 
use affects their relationship 
(Ganesan 1994) 
 
Respondent’s asset specificity is 
measured by the extent of 
agreement with statements in a 
Likert scale about how internet 
use affects their relationship 
(Wiloson & Vlosky 1998; 
Vlosky, Fontenot & Blalock 
2000). 
 
Respondent trust is measured by 
the extent of agreement with 
statements in a Likert scale 
about how internet use  
affects their relationship 
(Morgan & Hunt 1994). 

Questions A2.1-
A2.11 in the 
questionnaire 
 
 
Question A5 
 
 
 
 
Questions B1.1-B1.7  
 
 
 
 
 
 
 
Questions B2.1-B2.5  
 
 
 
 
 
 
Questions B8.1-B8.5  
 
 
 
 
 
 
 
 
Questions B3.1-B3.4 
 
 
 
 
 

Nominal 
and 
interval 
 
 
Ratio 
 
 
 
 
Interval 
 
 
 
 
 
 
 
Interval 
 
 
 
 
 
 
 
Interval 
 
 
 
 
 
 
 
 
Interval 
 
 
 
 



 
Research 
proposition 

Construct Conceptual definitions Operational definitions Survey questions Scales 

Satisfaction  
 
 
 
 

 
Satisfaction is an affective response, 
which is an affective end-state as the 
result of appraisals including 
disconfirmation and perceived 
performance (Babin and Babin 1994; 
Ganesan 1994; Patterson and Spreng 
1997; Giese and Cote 2000). 

 
Respondent satisfaction is 
measured by the extent of 
agreement with statements in a 
Likert scale about how satisfied 
they are with internet use in 
their relationship (Dwyer & Ho 
(1987). 

 
Questions B 4.1-B4.4 

 
Interval 

Research issue 2: 
How do structural 
bonds interact
with social bonds 
in an internet 
environment? 

 Trust 

Communication 
Dependence 

Satisfaction 

 
As defined for research issue 1 

 
As defined for research issue 1 
 
 
 

 
As above 
 
 
 
 

 
Interval 
 

Research issue 3: 
How do structural 
and social bonds 
determine 
relationship 
outcomes in an 
internet 
environment? 
 
 

Commitment  
 
 
 
 
 
 
Propensity to 
stay 
 
 
 
 

Commitment is the respondent’s promise 
that a relationship is 'worth working on 
to ensure that it endures indefinitely' 
(Morgan & Hunt 1994; Flecher 1993; 
Wetzels, de Ruyter & van Birgelen 
1998). 
   
Propensity is future behavioral intentions 
of exchange partners to assess their 
potential to remain with or leave the 
organisation (Morgan & Hunt 1994; 
Zeithaml, Berry & Parasuraman 1996; 
Garbarino & Johnson 1999). 

Commitment is measured by the 
extent of agreement with 
statements in a Likert scale 
about how internet use affects 
their relationship (Morgan & 
Hunt 1994). 
 
Propensity to stay is measured 
by the extent of agreement with 
statements in a Likert scale 
about how internet use affects 
their intention to stay in the 
relationship (Morgan & Hunt 
1994). 

Question B6.1-6.6 
 
 
 
 
 
 
Questions B10.1-10.3 
 
 
 
 

Interval 
 
 
 
 
 
 
Interval 
 
 
 
 

Source: developed for this research. 
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Conceptualisation and operationalisation.  The measurement development process 

involved both conceptualising and operationalising each construct of interest, and these 

definitions are shown in Table 4.2.  Conceptualisation is the process of applying a 

theoretical or abstract definition to a concept (Neuman 2000; Sekaran 2000; Weiers 1988). 

Care was taken to provide clear, specific and unambiguous definitions that were linked to 

the theoretical framework and the context of this research (Neuman 2000).  For example, 

the construct of trust was defined as confidence in an exchange partner’s reliability and 

integrity (Morgan & Hunt 1994) as shown in Section 2.4.2. 

 

In turn, operationalisation is the process of precisely delineating how a conceptualised 

construct is to be measured (Davis & Cosenza 1993; Hair, Bush & Ortinau 2000).   That is, 

constructs have to be specified in such a manner as to be potentially observable or 

manipulative (Neuman 2000; Weiers 1988). The measures or indicators used in this study 

were chosen because of their alignment with the conceptual definitions (Neuman 2000).  

For example, the concept of ‘communication’ was measured by using seven indicators that 

were best suited for the purpose of this research (Bearden & Netemeyer 1999).  Most of the 

theoretical constructs in this research are well established in the marketing literature.  The 

appropriateness of each measurement is justified in this section. 

 

As noted the conceptual and operational definitions of the constructs of this research model 

developed in Chapters 2 and 3 are listed in Table 4.2. Alongside these definitions are 

corresponding research issues from which the constructs were derived, and the relevant 

survey questions designed to collect the data required. Responses to all but one question for 

these constructs were gathered on a seven-point scale.  For example, in this research, 

‘communication’ is a construct about the formal as well as informal sharing of meaningful 

and timely information between exchange partners.  Further, because the amount and 

quality of communication may vary depending on levels of internet use, communication is 

measured by the seven dimensions of questions B1-B7 in the questionnaire. 

 

Independent variables. In this research, the independent variables were a complete list of 

internet banking functions that are available to corporate customers in Australia. These 

items were sourced from the top four Australian banks’ web sites, and managers at the top 
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four Australian banks, as justified in Section 4.4 and are based on the convergent 

interviewing research results discussed in Section 3.6.  

 

Moderating variable.  There is only one moderating variable (Baron & Kenny 1986) for 

the model in this research – the length of internet use. This scale is ratio in nature, 

measuring the length of time that the respondents have been using their nominated bank’s 

internet banking service.   

 

Mediating variables. There are four mediating variables (Baron & Kenny 1986) in the 

models for this research: communication, dependence, trust and satisfaction (Section 2.5). 

Measurement scales for these constructs were taken from established scales from the 

literature, with small adaptations to be described below. That is, the scales included in this 

research have a theoretical base, are commonly used in marketing, and have high estimates 

of reliability and validity. However, small adaptations were needed to fit the context of this 

research. 

 

Consider how the first mediating variable of communication was operationalised and 

measured.  Communication is described as the formal as well as informal sharing of 

meaningful and timely information between exchange partners (Anderson & Narus 1984; 

Narus 1990; Anderson & Wietz 1992; Ahmed, Patterson & Styles 1999; Morgan & Hunt 

1994). Although the internet, as a communication medium, differs from other information 

technology systems in terms of the way it transforms business operations and practices 

(Morgan 1996; Sathy, Gould & Barwise 1998), the six dimensions of communication are 

the same.  Thus for the communication construct, measurement scales were adapted from 

Mohr and Spekman (1994) because they capture the six major dimensions of 

communication with high reliability and concurrent, predictive, convergent and 

discriminate validity.  Other scales for measuring communication between businesses were 

rejected because they have been used in one study only or have bipolar scales, when an 

established Likert scale was required for this research to fit with other scales used in the 

survey questionnaire (Bearden, Netemeyer & Mobley 1999; Bruner & Hensel 1994). That 

is, no other scales were found to be appropriate for measuring communication between 

banks and their corporate customers. 
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In turn, dependence refers to a firm’s need to maintain the relationship with another 

organisation to achieve desired goals (Frazier 1983; Frazier, Gill & Kale 1989; Heide & 

John 1988).  Technology implementation exercises power and plays a role on the other 

party’s level of dependence in the relationship (Vlosky, Fontenot & Blalock 2000; Wilson 

& Vlosky 1998).  Dependence was measured by four items that were adapted from 

Ganesan (1994) because these items are both comprehensive and specific.  Other scales for 

measuring dependence were rejected because they have either less than three measurement 

items (for example, Clark & Lee 1999) and internal validity was low (Bearden, Netemeyer 

& Mobley 1993; Bruner & Hensel 1994), or because they were developed to measure the 

dependence in specific manufacturing channel relationships (for example, Aderson, Lodish 

& Weitz 1987), and not a generic buyer-seller relationship, or a relationship in a service 

industry such as in this research.   

 

The next mediating variable is asset specificity, which refers to the degree of idiosyncratic 

investments made in the relationship with an exchange partner (Anderson & Weitz 1994; 

Heide & John 1988; Ganesan 1994; Vlosky & Wilson 1994).  Investments that an exchange 

partner makes specific or specialised to an exchange relationship are not easily 

redeployable and have little salvage value in other relationships (Anderson & Weitz 1994; 

Ganesan 1994; Williamson 1981).  Asset specificity was measured by five items that were 

adapted from Wilson & Vlosky (1998) and Vlosky, Fontenot & Blalock (2000) in their 

study of extranet relationships.  These items were used for this study because they were 

used in a similar research context and have higher concurrent, convergent and discriminate 

validity (Malhotra 1999).  Other scales for measuring asset specificity were rejected 

because they were used in other contexts such as supplier-dealer relationships and industrial 

alliances (for example, Heide & John 1990). 

 

Next, trust exists when one party has confidence in the integrity and reliability of their 

exchange partner (Morgan & Hunt 1994).  A trustworthy exchange partner is one that has 

high integrity and can be counted on to do what is right. The measures were taken from the 

operational definition of trust developed by Morgan and Hunt (1994)’s landmark study of 

relationship marketing, to ensure that this research was comparable with others where it 

could be.  In their structural equation modelling research, relationship trust comprised 

seven items measured on a seven-point Likert scale anchored with the statements 'strongly 
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disagree' and 'strongly agree'. The four items were adapted from the dyadic trust scale 

originally designed to measure trust between individuals in interpersonal relationships 

(Larzelere & Huston 1980). Its indicators were reliable based on the coefficient alpha 

(0.95), composite reliability (0.95) and variance extracted (0.73), suggesting that the 

indicators are reliable measures of trust.  Thus they are used for this research because they 

have sound measurement properties and reflect the conceptual definition which emphasises 

confidence in an exchange partner’s reliability and integrity.   

 

The last mediating variable is satisfaction. Satisfaction is an emotional state that occurs in 

response to an evaluation of all interaction experiences with the partner (Crosby, Evans and 

Cowles 1990; Leuthesser 1997).  For the satisfaction construct, measurement items were 

taken from Dwyer, Schurr & Ho (1987).  The construct reliability for their satisfaction 

measures is as high as 0.91 and their scales were checked for face validity, item 

convergence and consistency for this four-item version of the satisfaction scale.  Indeed, 

high coefficient alphas were reported as 0.85 (Bearden, Netemeyer & Mobley 1999), which 

are above the cut-off value of 0.6 for satisfactory internal consistency reliability (Malhotra 

1999).  

 

Dependent variables. The dependent variables of the model for this research are 

commitment and propensity to stay.  Relationship commitment reflects the extent to which 

an exchange partner desires to maintain a valued relationship (Moorman, Zaltman & 

Deshpande 1992).  A committed party would work towards maintaining an important 

relationship and exert maximum effort to ensure that the relationship continues.  The 

measurement scale was taken from the measure of affective commitment used by Morgan 

and Hunt (1994) in their study of industrial marketing relationships.  The use of affective 

commitment for this research was justified in Section 2.4.2. Morgan and Hunt’s (1994) 

items were adapted from the operational definition of organisational commitment that was 

originally developed by Mowday, Steers and Porter (1979). Its five items of commitment 

were measured on a seven point Likert scale anchored with the statements ‘strongly 

disagree’ and ‘strongly agree’.  The measures have sound measurement properties and 

reflect the conceptual definition of relationship commitment that focuses on an exchange 

partner’s attitudinal orientation.  For example, the research conducted by Morgan and Hunt 
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(1994) showed the items to be reliable measures of relationship commitment based on the 

coefficient alpha (0.90), composite reliability (0.90) and variance extracted (0.63).   

 

Finally, propensity to stay refers to future behavioural intentions of an exchange partner to 

assess their potential to remain with or leave the organisation (Morgan & Hunt 1994) 

(Gabarino & Johnson 1999; Zeithaml, Berry & Parasuraman 1996). The measurement scale 

was adapted from the measure of acquiescence and propensity to leave used by Morgan and 

Hunt (1994) in their study of industrial marketing relationships. Its items were adapted 

from the operational definition of organisational commitment that was originally developed 

by Bluedorn’s (1982) measure of employees’ propensity to leave the organisation.  

 

In brief, measurement scales taken from the literature have the advantage of prior 

development and testing (Bourque & Fielder 1995). Accordingly, the validity of the 

measurement scales used in this research was sound. 

 

4.3.2 Step two: specifying the survey method  

The next step in the questionnaire design was to specify how the data would be gathered, 

that is, the survey method.  Data can be collected in a number of methods, including face-

to-face or telephone interviews, observation, personally administered or mail surveys 

(Aaker, Kumar & Day 2000; Burns & Bush 2000; Malhotra 1999; Sekaran 2000) and more 

recently over the internet (Comley 1997; Forrest 1999).  The relative advantages and 

disadvantages of each type of survey method are considered in this research and the 

decision for using an internet survey method is justified. 

 

Each survey method has advantages and disadvantages, as summaried and rated in relation 

to this research in Table 4.3. None of the survey methods is superior in all research 

situations and the choice of an appropriate method depends on a balance of research 

objectives and constraints (Malhotra 1999), as Table 4.3 illustrates.  Factors such as the 

accuracy level required, the availability of time, costs, the availability of facilities, the 

expertise of the researcher and the characteristics of respondents were considered 

(Ranchhod & Zhou 2001; Sekaran 2000).  That is, the decision to choose the internet 

survey method in this research was based on an assessment of the advantages and 
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limitations of internet surveys as well as the research objective and constraints of this 

research, as discussed next.  

 

Table 4.3 A comparison of survey methods 
 Survey methods 

Dimensions Internet Mail Telephone Personal 

1.   Complex questionnaires Poor Poor Good Excellent 

2.   Control of data collection environment Poor Poor Fair Excellent 

3.   Control of interviewer effects Excellent Excellent Fair Poor 

4.   Cost Excellent Fair Good Poor 

5.   Diversity of questions Fair Fair Poor Excellent 

6.   Follow up Poor Excellent Excellent Poor 

7.   Geographically dispersed sample Excellent Excellent Good Poor 

8.   Item non-response Poor Poor Excellent Excellent 

9.   Interviewer probing and explanation Poor Poor Good Excellent 

10.  Obtaining sensitive information Good Good Fair Fair 

11. Quantity of data Fair Fair Good Excellent 

12. Respondent anonymity Excellent Excellent Fair Poor 

13. Respondent cooperation Poor Poor Good Excellent 

14. Opportunity to think about questions Excellent Excellent Poor Poor 

15. Response rate Fair Fair Poor Good 

16. Sample control Poor Fair Good Excellent 

17. Scheduling requirements Excellent Excellent Fair Poor 

18. Speed Excellent Poor Excellent Fair 

Total count of excellent ratings 7 6 3 8 

Source: Synthesised for this research from Aaker, Day and Kumar (2000), Burns and Bush (2000), 
Comley (1997), Davis and Cosenza (1993), Dillman et al. (2001), Dillman & Bowker (2001), 
Emory and Cooper (1991), Frazer (1997), Forrest (1999), Malhotra (1999), Ranchhod & Zhou 
(2001), Sekaran (2000),Yun & Trumbo (2000) and Zikmund (1997). 
 

Internet survey advantages.  Overall, the personal survey method achieves eight 

‘excellent’ ratings in Table 4.3 followed closely by internet survey (seven) and mail survey 

(six). Of these three, this research chose an internet survey for the following reasons: 

• the internet was an attractive method because it is part of this research, that is, the 

respondents have to use the internet in their internet banking activities (Corley & Jansen 

2000); 
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• it has greater response accuracy by reducing response error, interviewer bias, inputting 

errors, and sampling distribution problems (Dann & Dann 2001; Dillman & Bowker 

2001; Forrest 1999);  

• it is cost efficient, particularly where a large sample is required as in this research 

because of the cost saving on printing and mailouts as well as survey deployment, 

(Comley 1997; Dann & Dann 2001; Forrest 1999);   

• it is appropriate for reaching a geographically-dispersed population as in this study 

(Dann & Dann 2001; Forrest 1999); 

• it has a faster turnaround, on average, internet surveys were returned 6.5 days faster 

than mail surveys (Bachmann, Elfrink & Vazzana 1996; Dillman & Bowker 2001); and  

• automated collection of survey data.  Because the data is submitted directly to the 

database, there is no need for manual handling of the data, thus reducing potential 

administrative errors (Brennan, Rae & Parachal 1998; Corley & Jansen 2000). 

 

Internet survey limitations. However, internet surveys have some limitations that were 

minimised in this research.  One of the drawbacks of an internet survey is its 

unrepresentative sampling frame (Bachmann, Elfrink & Vazzana 1996; Schillewaert, 

Langerak & Duhamel 1998; Tse et al. 1995). However, this drawback does not apply in this 

instance because care was taken in selecting an appropriate sample frame, namely, internet 

banking corporate customers, as discussed in Section 4.4. 

 

A second limitation is that internet surveys are only a fair means of collecting large 

quantities of data and are rated fair to poor at collecting diverse and complex data (row 5 in 

Table 4.2) (Yun & Trumbo 2000).  The questionnaires developed for this research sought 

large amounts of information, some of it diverse and complex.  However, questions on 

complex issues were carefully designed to be as straightforward as possible, and were pilot 

tested to simplify responses.  In addition, if respondents needed assistance with their 

answers or if they had difficulty accessing the survey online, they were invited to contact 

me or the sponsor at any time. Only 32 respondents out of a total of 257 who returned their 

questionnaires took advantage of this opportunity to discuss minor issues such as accessing 

the survey on the internet and none had concerns about the questionnaire itself. None of 

these respondents had problems with the wording of the questions. In brief, the internet 

survey used in collecting large quantities of data in this research was not problematic.   
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The third limitation of internet surveys is their poor ability to follow up, compared with 

other survey methods (Dillman & Bowker 2001) as shown in row 6 of Table 4.2. Strategies 

were employed to maximise follow-up effort, as discussed in Section 4.4.  Finally, internet 

surveys are rated poor on sample control.  However, this was a minor issue for this study 

because the commercial market research company that provided the database had sufficient 

sample control, as will  be discussed in Section 4.4. 

 

In brief, this research chose an internet survey because it has a good overall rating when 

compared with other survey methods and indeed, it may be the only alternative when a 

large quantity of data needs to be obtained through structured questions from a 

geographically dispersed sample under tight cost constraints as in this research (Sekaran 

2000).  In addition, the limitations associated with the survey method were minimised in 

this study and hence an internet survey was appropriate for this research.   
 
4.3.3 Step three: selecting the format of responses 

Closely related to the design of the questions is selecting the format of responses for 

measurement (Davis & Cosenza 1993). In this research, measurement designates the 

operations carried out to determine the amount of a variable that an object possesses 

(Churchill 1995; Emory & Cooper 1991; Malhotra 1999).  The measurement scales used in 

this research were listed in Table 4.2.   

 

The four types of measurement scales used in designing the questions to measure the 

objective and subjective characteristics of respondents in this research were nominal, 

interval and ratio. A nominal scale assigns a number to an object and permits the counting 

of the number of objects in a category but says nothing about order and distance, and has no 

origin (Malhotra 1999).  Accordingly, in this research, questions A1, A7, C2, C3, and C4 

have nominal scales. 

 

Ordinal scales assign responses to categories as such that scores in a higher category 

possess more of a characteristic of interest than scores in a lower category. Ordinal scales 

are sometimes called ranking scales and allow the calculation of the median, quartile, 
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percentile, and correlation (Bagozzi 1996a; Malhotra 1999). In this research, none of the 

questions has ordinal scales. 

 

Interval scales are probably the most frequently used in marketing research (Bagozzi 

1996a). In this scale, numbers are assigned to indicate differences in the degree of a 

characteristic along a continuum such that the differences from number to number are equal 

across the range of the scale. In this research, the Likert scales used in questions B1-B7 can 

be treated as interval scales as many social scientists accept that such Likert scales are 

approximately interval in character (Bagozzi 1996a).  Indeed, respondents completing the 

questionnaires in this research were allowed to place their answer anywhere along the 

Likert scale.   

 

Many social scientists accept that Likert scales are approximately interval in character 

(Aaker, Kumar & Day 2000).  Although there is controversy about whether a Likert scale is 

interval or merely ordinal (Newman 2000), there are a number of reasons accounting for the 

use of Likert scales as interval scales in this research.  First, these scales have been found to 

communicate interval properties to the respondent, and therefore produce data that can be 

assumed to be interval scaled. Second, in the marketing literature Likert scales are almost 

always treated as interval scales (for example, Aaker, Kumar & Day 2000).  Because Likert 

scales were treated as interval scales, polychoric correlations were not used in Structural 

Equation Modeling and this is a common practice with the AMOS software used.  In brief, 

the scale was as much an interval scale as the respondents themselves wanted it to be.    

 

Finally, a ratio scale possesses all the properties of the above three types of scale (Malhotra 

1999) because ratio scales allow the research to identify and rank the objects and compare 

intervals or differences (Frazer 1997). In this research, question A4 has ratio scales. 

 

Based on the scaling procedure used for the questions, closed-ended questions were used 

wherever possible due to the large scale survey approach (Gendall & Hoek 1990; Luck & 

Rubin 1987).  Four questions were partially open with possible ‘other’ responses.  An 

example of this type of question is, ‘In which industry is your organisation mainly 

involved?’   Seven-point Likert type scales, with all points labelled, were used for 

collection of most of the data for two reasons. Firstly, they are widely used by marketing 
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researchers (for example, Morgan & Hunt 1994, Ganesan 1994) and they allow for a degree 

of intensity and feelings to be expressed.  They provide a direct measure of a respondent’s 

opinions (Luck & Rubin 1987) and they make the responses easy to administer, code and 

adaptable to statistical analysis (Burns & Bush 2000).  

 

In brief, care was taken in constructing measurement and scaling procedures for the 

questionnaire design process in this research.   

 

4.3.4 Step four: assessing reliability and validity of the questionnaire 

An issue with any questionnaire is that it accurately and consistently measures what it is 

supposed to measure, that is, it should be valid and reliable.  Thus, the next step was to 

assess the validity and reliability of the questionnaire used for this study.  Each of the basic 

types of validity and reliability will now be discussed, first by defining what they are and 

then the strategies undertaken to test for and ensure high levels of validity and reliability in 

the questionnaire. The discussion is summarised in Table 4.4. 

 

Validity. Validity is concerned with the accuracy of measurement, that is, a valid scale 

measures what it is designed for (Davis & Cosenza 1993; Churchill 1995). External validity 

concerns the generalisability of this research to a target population while internal validity 

concerns whether the relationship among the variables measured is genuine. Thus the 

research design controlled for accurate and unambiguous measurement of the variables of 

interest, and tried to eliminate or neutralise systematic and random error  (Emory & Cooper 

1991; Neuman 2000).   

 

Table 4.4 Assessment of validity and reliability of the questionnaire 
Types of validity and 
reliability 

Definition Assessment strategies 

Validity The accuracy of measurement, that is, a 
valid scale measures what it is designed for 
(Bollen 1989; Davis & Cosenza 1993) 

• Approaches taken to scale 
development (Churchill 
1979) 

Content or face 
validity 

The degree to which the content of an 
indicator reflects the intended concept 
(Parasuraman 1991; Neuman 2000; Burns 
& Bush 2000). 

• Literature review 
• Feedback from experts 
• Pretesting of questionnaire 
• Confirmatory factor analysis 

Construct validity The degree to which a construct achieves 
empirical and theoretical meaning 
(Steenkamp & van Trijp 1991) 

• Literature review 
• Pretesting of questionnaire 
• Data analysis 

Convergent validity The degree of association between two • Data analysis 
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Types of validity and 
reliability 

Definition Assessment strategies 

different measurement scales which are 
supposed to measure the same concept 
(Davis & Cosenza 1993) 

Discriminant validity The degree to which the measurement is 
different from other scales supposed to 
measure different constructs (Davis & 
Cosenza 1993) 

• Data analysis 

Reliability A measure is reliable to the extent that 
independent but comparable measures of 
the same trait or construct agree (Churchill 
1979) 

• Clear statement and multiple 
indicators in the 
questionnaire  

• Pretesting of questionnaire 
Source : adapted from Lawley (1998) with other sources acknowledged in the table. 
 

Several types of measurement validity are relevant to this study.  Measurement validity is 

the extent to which a measure captures the concept of interest and is discussed next. 

Measurement validity is assessed theoretically and empirically in this research (Kervin 

1992; Parasuraman 1991). Face or content validity is the degree to which the content of an 

indicator reflects the intended concept (Neuman 2000; Burns & Bush 2000). To strengthen 

content validity, this research followed several recommended procedures (for example, 

Davis & Cosenza 1993).  Initially, insights gained from the exploratory phase provided me 

with some background and understanding of the issues involved.  That is, prior literature 

was examined to identify possible dimensions (Section 2.4.2) and interviewees in stage one 

of the research and other experts in the field were asked to suggest any amendments to the 

items.  This knowledge enabled relevant measures to be devised.  The questionnaire was 

then developed and pretested on a small sample and the questionnaire was then modified to 

reflect the feedback received.  For example, specific investments that are required in 

internet banking were used in question B6 to make the question suitable to the survey 

context of internet banking.   In brief, content validity was achieved through careful 

research design.   

 

In turn, while construct validity occurs when the theoretical implications which drive the 

concepts are consistent with the resulting empirical evidence (Davis & Cosenza 1993; 

Parasuraman 1991), convergent validity occurs when multiple indicators operate in a 

consistent manner to form a single measure (Neuman 2000).  Multiple items were used for 

this research to measure all the constructs (as discussed in step one), thus providing high 

convergent validity.  Construct validity is established when the data are statistically 

analysed and is reported in Section 5.3.3.   
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Reliability. While validity is concerned with the accuracy of measurement, reliability is 

concerned with its stability and consistency (Davis & Cosenza 1993; Sekaran 2000). A 

reliable measure is one which provides consist results and relatively free from random error 

(Weiers 1988; Zikmund 1994; Malhotra 1999).   

 

For this research, reliability was achieved by clearly conceptualising constructs, by 

ensuring precise and consistent measurements, by using multiple indicators of constructs 

and by pretesting and replicating measurements (Neuman 2000). Firstly, clear constitutive 

and operational definitions of concepts were developed and interval or ratio levels of 

measurement were used wherever possible as shown in Table 4.2 earlier. All but one 

construct were operationalised by previously tested, multiple item indicators as described in 

Section 4.3.1. Next, all constructs were operationalised by the use of multiple indicators 

because multiple indicators of the same concept are likely to be more reliable and less 

likely to have the same systematic error than a single indicator (Hair et al. 1998; Neuman 

2000).  Finally, the instrument was pretested and modified before being administered as 

discussed in step six in this section. Thus reliability was designed into this research study.  

A more detailed assessment of validity and reliability requires data to be collected and 

analysed and so it is reported in Section 5.3.3 where the data are statistically analysed. 

 

4.3.5 Step five: preparing draft questionnaire 

The next step in questionnaire development was to draft the questionnaire with the 

knowledge of the objectives of the research, who the respondents would be, the 

communication method to be used and the approximate length of the questionnaire. Issues 

such as the question content and wording, response format, sequence of the questions and 

characteristics of the questionnaire were considered.  Principles of good question design 

were adopted to minimise measurement error (Alreck & Settle 1985; Davis & Cosenza 

1993; Emory & Cooper 1991; Frazer & Lawley 2000; Gendall & Hoek 1990; Malhotra 

1999; Salant & Dillman 1994; Sekaran 2000; Tull & Hawkins 1993). They are discussed 

next. 

 

Principles of good question design were applied to the content, wording, and structure of 

each question.  For example, in relation to question content, only brief, legitimate, 
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applicable questions needed to collect the data were asked, double-barrelled and sensitive 

questions were avoided, and only a modest amount of effort was required to complete the 

questionnaire.  Secondly, in relation to question wording, care was taken to ensure that 

words had only one meaning, that key words were emphasised with italics, that there were 

no double negatives, no leading or biased words or phrases, no abbreviations or incomplete 

sentences, and all questions were stated positively as recommended (Herche & Engelland 

1996).  As an example of the care taken with content and wording of the draft 

questionnaire, I tried to minimise possible confounding effects by asking them to 

concentrate on the banks’ internet banking service by asking: ‘please rate how strongly you 

agree or disagree with the statements about your organisation’s relationship with the 

nominated bank.  You need to consider the effects of your bank’s internet banking service 

separately from other things like economic conditions. 

 

Thirdly, in relation to question structure, all questions had a clear structure, indeed, all 

types of structured questions were used including scale, multiple choice and dichotomous 

questions. The scale questions were close-ended with specific ordered choices that are less 

demanding for the respondent (Salant & Dillman 1994). In the multiple-choice questions, 

all important alternatives were listed including an ‘other’ category where necessary (for 

example, questions A1, C1, C2 and C3 in the questionnaire). Using alternative forms of the 

questionnaire to overcome order bias in multiple choice questions was too expensive and so 

was not adopted. Finally, to ensure that measurement error in design was minimised, the 

questionnaire was pretested and adjusted accordingly.  

 

Questions were ordered from the most interesting and topic-related at the beginning to 

those most likely to be objectionable at the end, and questions on the same subject were put 

together (Bourque & Fielder 1995; Salant & Dillman 1994). Further, within subject areas, 

questions of similar structure were grouped together.  That is, the model-related questions 

were placed in the same section of this research’s questionnaire  (Questions B1 to B10), 

with questions related to respondents’ demographic information put near the end 

(Questions C1 to C4). 

 

As well, transitions were used to help respondents navigate their way through the 

questionnaire and add a conversational tone (Bourque & Fielder 1995; Dillman & Bowker 
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2001; Salant & Dillman 1994). In this research, transitions such as ‘now’, and ‘finally’ 

were placed strategically throughout the questionnaire to convey a sense of where the 

respondent was in the completion process. 

 

The web questionnaire design guidelines provided by (Dillman 2000) and (Dillman & 

Bowker 2001) were followed as much as possible in this research. That is, the web 

questionnaire adopted presentation that is normally used on paper self-administrated 

questionnaires with an open format, a vertical flow was designed, questions were in 

boldface and response formats in light type face, instructions on answering were given 

where needed, questions were combined into a common format where possible, and skip 

questions were appropriately marked.  In relation to the structure of the survey, the 

introduction of the survey included an informative title, emphasising the ease of responding 

and instructed respondents on the actions needed for proceeding to the next page and to 

respond to the questions.  As well, at the end of the survey, an invitation to make comments 

and a note of appreciation for the respondents’ contribution were included. When the 

respondents clicked the submit button and the data was submitted successfully, a thank you 

notice appeared and closed the process of the survey. 

  

4.3.6 Step six: pretesting, revising, and placing the questionnaire online 

Another stage in the development of a new survey instrument involves pretesting it with a 

small sample of the population to detect and remedy any possible errors in its design 

(Alreck & Settle 1985; Emory & Cooper 1991; Litwin 1995; Malhotra 1999). In this 

research, three groups of people were used to scrutinise the survey: 5 academics who were 

specialists in the research area, 2 bank managers and 10 people drawn from the population 

to be surveyed (Dillman 1978).  On the basis of the pretest feedback, some minor changes 

were made to questionnaire wording before the questionnaire was put online.  For example, 

the pretest indicated that the instruction for answering part B of the questionnaire was 

confusing to the respondents and these instructions were re-written and tested again to 

avoid further confusion.   

 

Care was also given to how the questionnaire was placed online.  Effort was made to avoid 

differences in the visual appearance of questions that result from different screen 

configuration, operating systems, browsers, partial screen displays and wrap-around text.  
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For example, a ‘plain’ format online survey, that is, an online survey with minimum 

graphics and visual navigation controls (Dillman & Bowker 2001, p. 8), was adopted 

because it requires less PC memory and transmission time (Dillman, Tortora & Bowker 

1998).  As well, a lower level of HTML language was used to ensure that respondents who 

access the survey with an older browser and screen configurations are able to access the 

survey and all response features (such as radio buttons) will not be disabled or re-arranged 

(Dillman & Bowker 2001).   

 

4.3.7 Step seven: questionnaire administration 

Following pretesting, the survey was administered to the whole sample that will be 

discussed in Section 4.4.  Care was taken when administering the survey in order to achieve 

a high response rate.  Internet surveys generally achieve a lower response rate than mail 

surveys (Ranchhod & Zhou 2001).  Hence, it was important to attempt to maximise the 

response rate and therefore reduce the possibility of nonresponse bias (Malhotra 1999).  

These efforts of maximising the response rate for this research are discussed next. 

 

Response behaviour.  There is sparse literature about the most effective means of 

conducting internet surveys (Dillman 2000).  Hence, the established total design method 

was adopted.  It is based on a view about why people respond to questionnaires and 

combines this with attention to detail in survey design and administration to form an 

effective method for conducting internet surveys (Dillman 1978; Emory & Cooper 1991; 

Neuman 2000).  It allowed three courses of action to encourage responses: minimise social 

costs, provide rewards to respondents and establish trust that the rewards will be delivered.   

 

Firstly, to minimise respondent costs, the questionnaire was designed so that it would 

appear quick and easy to answer.  The amount of time to complete the survey was confined 

to be 15-20 minutes in the pretesting stage of the questionnaire design.  The use of sensitive 

questions was kept to a minimum.  Secondly, consideration was given to the status of the 

targeted respondents in determining the form of reward that was provided.  It was decided 

not to provide a monetary incentive for two reasons.   One reason was the lack of empirical 

support for the effectiveness of monetary incentives in business surveys (Brennan, Rae & 

Parachal 1998; Frazer 1997).  The second reason was that it may be considered demeaning 

for people of manager status to be induced by a token monetary incentive.  Thus non-
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monetary incentives were used.  A report of the final results’ summary was offered to 

respondents and the importance of the study for the respondents’ benefits was emphasised 

(Malhotra 1999).  Finally, to establish trust with the respondents, the introduction of the 

survey explained why the study was important and a promise of confidentiality was made.  

In addition, because the researcher’s university was named as the sponsors of the study, its 

perceived legitimacy and objectivity may have enhanced the response rate (Herberlein & 

Baumgartner 1978; Zikmund 2000).   

 

Validity of responses. Response bias occurs when respondents answer questionnaire items 

with a certain slant (Zikmund 2000). Social desirability bias occurs where respondents 

over-report desirable personal characteristics, under-report undesirable ones, or create a 

relationship where none exists (Lockhart & Russo 1996).  In this research, social effect was 

minimised by emphasising the confidentiality and the benefits of honest answers in the 

introduction part of the survey.  Although individuals in organisations responded to the 

questionnaire, they did so on behalf of the organisation.  That is, the focal constructs were 

measured the organisation’s attitudes and behaviour towards internet use. 

 

Similarly, acquiescence response, or the tendency to agree or disagree with questionnaire 

items regardless of the content, could influence this research. To reduce its impact, 

respondents were given no indication which answers were most desired by the researcher 

and were encouraged to answer honestly (Alreck & Settle 1985).  In turn, negative 

affectivity bias is the disposition to experience stressful emotional states which could 

operate as an inflator, suppressor or moderator variable (Lockhart & Russo 1996). Some 

hostility to financial services institutions was detected in the interviews, and in the survey 

an outlet was provided for this emotional expression at the end of the survey where 

respondents could type what they wished.  

 

Also, the level of questionnaire difficulty affects the validity of the measuring instrument to 

the extent that respondents fail to understand the instructions, specific questions, and 

response alternatives (Lockhart & Russo 1996). To minimise the impact of questionnaire 

difficulty in this research, attention was given to careful design and pretesting, as discussed 

above. 
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Finally, consider non-respondents. Because there are positive and negative aspects of non-

response, there is no agreed minimum acceptable response rate (Fink 1995a; Fowler 1988). 

For example, non-response bias may be beneficial for the survey because subjects 

disqualify themselves from the survey if the topic is irrelevant to them, or because they may 

have difficulty in answering the questions, or feel that they do not know enough about the 

topic (Lockhart & Russo 1996). On the other hand, the level of non-response in surveys 

may bias the results (Alreck & Settle 1985; Fink 1995a) and higher response rates do not 

necessarily decrease bias because there are individuals who respond simply because of their 

interest in the survey topic (Lockhart & Russo 1996). In this research, because internet 

banking is one of the most popular B2B internet applications (ABS 2000), a satisfactory 

response rate was achieved, as shown in the next section. 
 

4.4 Sampling strategy 

Another area in conducting a field survey was to determine which subjects should be 

surveyed to obtain the appropriate information for the research problem (Malhotra 1999), 

whether they be individuals, households, businesses, students or some other population 

description. The steps in selecting the subjects for this research have been synthesised from 

Davis and Cosenza (1993), Emory and Cooper (1991), Fink (1995b, 1995c), Frazer (1997), 

Luck and Rubin (1987), Lawley (1998), Malhotra (1999) and Zikmund (2000), and are 

illustrated in Table 4.5 and discussed next.  

 

Table 4.5 Steps in the sampling process in this research 
Steps Description Application in this research 
1. Selecting the 
population related to 
the research problem 
and research design. 

Includes elements (the unit from 
which the data is collected), 
sampling units (non-overlapping 
elements), extent and time. 

Element = corporate users of 
internet banking service 
Extent = in Australia 
Time = 1 February to 1 March 2002 
 

2. Selecting the 
sampling frame. 

The means of representing the 
population. 
 

Businesses randomly selected from 
a commercial Australian business 
database. 

3. Determining the size 
of the sample. 

The selection of the number of 
people or objects of the 
population to be investigated. 

3000 assuming a response rate of 
10 percent = 300 which falls within 
the range for structural equation 
modelling analysis. 

4. Selecting a sampling 
technique. 

The method by which a sample 
is selected, either probability or 
non-probability. In probability 
sampling every element in the 
population has a known, 
nonzero probability of selection. 

Probability, simple random 
sampling. 
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Source: Synthesised for this research from Davis and Cosenza (1993), Emory & Cooper (1991), 
Fink (1995b, 1995c), Frazer (1997), Lawley (1999), Luck and Rubin (1987), Malhotra (1993) and 
Zikmund (1999). 
 

Step one: selecting the population related to the research problem and research 

design.  In this research, the population consisted of all corporate customers of internet 

banking services in Australia, who had used these services at least once in the last six 

months.  That is, one service industry was investigated in stage two of this research to hold 

the context constant and not let issues in a mix of industries to possibly confound the 

findings.  Those issues are not known precisely and new issues are rapidly emerging in this 

early stage of internet adoption, so there may be some variations of the internet’s impact 

between different industries (Pires & Aisbett 2001).   

 

Further, internet banking services are consistent with the research problem about internet-

facilitated inter-firm relationships, thus avoiding population specification error (Tull & 

Hawkins 1993).  This population of internet banking service is suitable for the major stage 

of this research for three further reasons.  Firstly, internet banking has changed how banks 

and their corporate customers relate because internet banking has altered the balance 

between them by empowering corporate customers through greater control of their accounts 

and rendering location and time irrelevant (Ellis-Chadwick, McHardy & Wiesenhofer 

2002; Jayawardhena & Foley 2000; Kardaras & Papathanassiou 2001; Sathye 1999).  

Secondly, in Australia, internet banking is one of the most popular B2B internet 

applications, with more than one-third of Australian firms using internet banking (ABS 

2000; NOIE 2001).  Finally, banks are placing an increasing emphasis on customer 

relationships and have adopted different marketing strategies in maintaining their 

relationships with end-consumers and their corporate customers (Athanassopoulos & 

Labroukos 1999) because bank-business relationships are often close and involve a 

complex pattern of interactions (Zineldin 1995).  For example, all top four Australian banks 

have separate point of entry web pages for their business customers.    

 

In this research, information about this population of corporate internet banking customers 

was obtained by selecting a subgroup or sample of the population and making inferences 

about this population (Fink 1995b; Malhotra 1999), because a properly selected sample 

gives sufficiently accurate results (Alreck & Settle 1985; Salant & Dillman 1994; Sekaran 
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2000; Zikmund 2000).  Three types of sampling methods in internet surveys were 

considered: unrestricted samples, where everyone who comes into contact with the survey 

is eligible to complete it; screened samples, where only those who fit certain criteria can 

continue with the survey, and recruited samples which uses email or other methods to 

approach those specific individuals who are of interest (Forrest 1999).  The last approach 

was used in this research because the make-up of respondents was randomly selected from 

a database.  Potential respondents from this existing database were approached by fax and 

directed by a web address to a web site where the internet survey was completed, as 

described below. 

 

Step two: selecting the sampling frame.  The sampling frame is a list of elements from 

which the sample may be drawn (Sekaran 2000; Zikmund 2000; Fowler 1988). Because the 

purposes of the two stages are different – the first, qualitative stage is exploratory and the 

second, quantitative stage is deductive, the sample frames have to be different.  That is, at 

the qualitative stage, the sample was from both sides of the supply chain because the 

purpose of this preliminary stage was to refine the issues that are involved in internet-

relationships and thus the sample was across a range of situations.  In turn, this quantitative 

stage was used to test the theoretical model and the context has to be held constant for this 

testing.  That is, firstly, customers are an important component in the supply chain.   

Secondly, one service industry, which has a high internet adoption rate, was chosen to hold 

the context constant and not let issues in a mix of industries to possibly confound the 

findings.  Bank-business relationships are a sub-group of business-to-business relationships 

and inherit most characters of a B2B relationship.   

 

In this research, the sampling frame was the business database provided by a leading 

commercial market research company that specialises in B2B markets, Axiom. Sampling 

frame error occurs when certain sample elements are not accurately represented in the 

frame (Salant & Dillman 1994; Zikmund 2000), but the frame used in this research was as 

accurate as that Australian leading commercial market research company could achieve 

(Catchlove, Z. 2002, pers. comm., 26 Jan.).  This commercial sampling frame is the best 

one available – there are no better alternatives in Australia because it is from the biggest 

database marketing firm in the country (Acxiom 2002).  A total of three months was spent 

on searching for a better sampling frame from banks and telephone companies but this was 
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clearly the best one available in Australia, albeit an expensive one.  The firm not only 

provides contact lists of the relevant personnel in all the listed firms but also updates their 

data every six months to ensure data accuracy and recency. 

 

Step three: Determine sample size.  Determining sample sizes for probability samples 

involves financial, statistical and managerial issues (Davis & Cosenza 1993; Kervin 1992; 

McDaniel & Gates 1996). Usually, experienced researchers regard 100 respondents as the 

minimum sample size when the population is large (Alreck & Settle 1985). In this research, 

the minimum requirements for structural equation modelling of the data were considered in 

determining the sample size. A sample size of 200 satisfies the SEM data analysis 

technique (Arbuckle & Wothke 1999; Hair et al. 1998; Holmes-Smith & Rowe 1994; 

Nunally & Berstein 1994; Schumacker & Lomax 1996). As a general rule across a number 

of model types, a sample of 200 is required to give parameter estimates with any degree of 

confidence (Gerbing & Anderson 1993).  Assuming a conservative response rate of about 

10 percent for an internet survey, a size of 3000 for each of the sample was used to provide 

about 300 of legible and illegible responses.  

 

Step four: Select a sampling technique. In the probability sampling of this research, every 

element in the population had a known, nonzero probability of selection (Zikmund 2000).  

That is, the chance of being selected was not biased by the industry or geographical 

location of the business (Alreck & Settle 1985). 

 

Initially, a fax was sent to the whole sample of 3,000 named contacts of financial 

manager/controllers to invite them to participate in this study.  A fax was used instead of 

sending emails because the database supplier desired to protect client anonymity and to 

reduce potential alienation and complaints from subscribers (Catchlove 2002, per.com. Feb, 

4th).  The web address of the internet survey was included and respondents were given the 

options of submitting the survey online, or by fax, email and mail should they have 

difficulty in accessing the internet survey.  This initial step was followed by two fax follow-

ups which was effective in increasing the response rate (Brennan 1992; Malhotra 1999).  

The initial fax and follow-up faxes are included in Appendix 4.2.   

 



 

In brief, as much as possible was done to ensure an adequate number of responses to this 

survey.  As a result a response rate of 20.3 percent is estimated in Figure 4.3.  This total 

response rate is satisfactory, because surveys where no prior or subsequent contact with 

respondents can be made are typically less than 15 percent, and only then are problematic 

(Malhotra 1999). 

 

Figure 4.3 Estimate of response rate for this research’s survey 
Response type Frequency 

Total sample frame 3000 

Estimated sample frame 3000 x 36% (a) = 1308 

First round  

Refusal due to unwillingness to participate 34 

Returned due to incorrect or changed contacts or personnel 68 

Ineligible responses (b) 52 

Number of eligible responses in first round 156 

Second round  

Total sample contacted in second round 2846 

Refusal due to unwillingness to participate 37 

Returned due to incorrect or changed contacts or personnel 18 

Ineligible responses (b) 44 

Number of eligible responses in second round 78 

Total eligible response 156+78=234  

able)
 

 

 
Response rate = 234/[1308 - (34+68+52+37+18)] x 100% 

= 20.3 %

estimated sample – (ineligible + nonreach

Total eligible responses 
Response = 
Note: (a) = 36 per cent of the sample frame are active B2B internet users (ABS 2000); 
         (b) = Ineligible responses = respondents do not use internet banking; 
Source: developed for this research. 
 

 153

Indeed, this response rate is higher than other business-to-business type of research where 

15 per cent is sometimes considered an acceptable level (Baldauf, Reisinger & Moncrief 

1999).  Further, this response rate is within the range of internet surveys where response 

rate ranges from 6 per cent to 22 per cent (for example, (Comley 1997; Schillewaert, 

Langerak & Duhamel 1998; Tse et al. 1995; Van den Poel & Lenunis 1999) prevalent in 

consumer studies.  A non-response bias check was also done to confirm the 
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representativeness of the sample and will be discussed in Section 5.2.2 in the next chapter.  

In brief, the response rate achieved in this research is satisfactory (Malhotra 1999). 

 

4.5 Data analysis strategy 

The final part of this chapter briefly discusses the methodology of data analysis, with 

detailed analysis left to Chapter 5. That is, this section describes the summary statistics 

initially used in data analysis, followed by a statistical and philosophical justification of the 

use of structural equation modelling (SEM). Chapter 5 discusses the specific application of 

these statistics to this research. 

 

Summarising statistics.  Firstly, descriptive statistics such as frequencies, percentages, and 

means summarised the demographic variables of respondents to enable me to get a better 

feel for the data (Sekaran 2000; Tull & Hawkins 1993) and to provide guidance for 

conducting multivariate analysis (Hair et al. 1998; Malhotra 1999). Secondly, correlations 

were calculated as precursors to SEM to determine if the relationships in the proposed 

models were as expected. The statistical programs used for data analysis were SPSS 

(Norusis 1993) and Amos (Arbuckle 1999). 

 

Statistical justification of structural equation modelling.  SEM provides a method of 

testing hypotheses about relationships among latent and observed variables by estimating a 

set of separate multiple regression equations simultaneously (Hair et al. 1998; Hoyle 1995).  

That is, structural equation modelling draws together elements of path analysis and factor 

analysis and is a more powerful tool than other multivariate techniques that are capable of 

examining only single relationships at one time (Bollen 1989; Hair et al. 1998). It is an 

analytical technique used in a wide array of disciplines and has been used routinely by 

marketing researchers over the last 20 years (Baumgartner & Homburg 1996; Hulland, 

Chow & Lam 1996; Tabachnick & Fidell 2001). 

 

For this research, SEM determined if the estimated population covariance matrix of the 

research’s model was consistent with the sample or observed covariance matrix 

(Tabachnick & Fidell 2001).  When the model is adequate, the parameter estimates 

(regression coefficients, variances and covariances) produces an estimated matrix that is 
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close to the sample covariance matrix, where overall closeness is evaluated primarily by 

various fit indices. Further, SEM determines how much variance in the dependent variables 

of a model is accounted for by the independent variables, how reliable each of the measured 

variables is, what the relative importance of various paths and of direct and indirect effects 

is, and makes comparisons among alternative models and evaluates differences between 

groups (Hair et al. 1998).  

 

Hence, structural equation models were particularly appropriate for the study of multiple 

dependence relationships such as those hypothesised in the proposed models (Section 2.4).  

SEM was considered to be an appropriate data analysis technique for this study of multiple 

dependent relationships proposed in the models of internet-facilitated relationships which 

combines both exploratory and confirmatory strands in the main and competing models 

(Anderson & Gerbing 1988).   

 

Next, the application of structural equation modelling (SEM) of the survey data for this 

research was appropriate for two reasons. Firstly, SEM involves separate equations for each 

endogenous construct and allows researchers to specify multiple dependent relationships 

that capture the effects of mediating constructs (Hair et al. 1998).  Thus, SEM is well suited 

to testing models that contain multiple interrelated dependent relationships (Hair et al. 

1998).  That is, it provided a means of directly assessing ‘the degree of correspondence 

between measurements and concepts and at the same time takes this relationship into 

account in the test of substantive hypotheses” (Bagozzi & Phillips 1982, p. 46). 

 

Another reason that SEM was appropriate is that this technique allowed the capture of the 

effects of systematic and random measurement error (Bagozzi & Phillips 1982).  

Systematic measurement error is a source of error that can affect all observations (Malhotra 

1999).  Random measurement errors such as transient personal or situational factors could 

have influenced the research findings. Neither measurement error can not be completely 

eliminated (Nunally & Berstein 1994) and so SEM was selected to capture them. 

 

The explanations of inter-relationships of the constructs in the structural model required a 

consideration of causality when analysing cross-sectional data, as in this research 

(Baumgartner & Homburg 1996).  The three requirements for establishing some causality 
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were examined: temporal order (the cause must occur before the effect), association among 

variables and the elimination of alternative plausible explanation (Neuman 2000).  For 

example, the sequence of the cause and effect between the relational bonds was examined 

and justified in Section 2.4.3.  The literature reviewed in Chapter 2 and the results from 

convergent interviews in Chapter 3 provides a comprehensive list of probable variables and 

their associations, with other explanations judged to be implausible.  However, ‘special 

care should be exercised in causally interpreting results derived from (cross-sectional) 

structural equation models…and to avoid the term causal modelling altogether’ and ‘Since 

SEM is almost always based on correlational data …causal conclusions are usually 

unwarranted, and it is best not to use the term causal modelling.’ (Baumgartner & Homburg 

1996, p. 141-159).  Moreover, causality cannot be known with certainty in the realism 

world of this research (Section 4.2.1).  That is, because the data is cross-sectional, absolute 

causality cannot be known with certainty.  This position is common in SEM research like 

this. In the positivist world of engineers, for instance, it can be stated with relative certainty 

that, under certain common conditions, ‘A causes B’. But reality can only be known fallibly 

and associations between two variables are contingent (Tsoukas 1989).  That is, the 

hypotheses in this research were not presented in the form of ‘A causes B’ but as ‘A is 

associated with B’.    

 

The Amos SEM package was chosen for this research because it can be directly linked to 

SPSS that was used for summarising statistics.  Also, its user-friendly graphical interface is 

superior to the interface of other packages such as Lisrel and EQS.  Amos’ limitation to 

non-ordinal data did not affect the data analysis for this research because all the data were 

interval and ratio (Section 4.3.1).   

 

Philosophical justification of structural equation modelling.  In addition to the statistical 

justifications for using SEM noted above, there are philosophical justifications.  SEM 

integrates theory with method and observations, and the philosophy of knowledge 

underlying it is ‘theoretical empiricism’ (Bagozzi 1996, p. 317). Specifically, SEM fits 

within the scientific realism paradigm as discussed in Section 4.2.1. Indeed, SEM parallels 

the work of practising market researchers in that it predicts things that cannot be measured 

on the basis of things that can be measured (Godfrey & Hill 1995; MacLean & Gray 1998).  
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Hence, SEM with its indicator variables attempting to show unobservable latent variables 

was considered to be an appropriate data analysis technique for this research that sought 

perceptions of how and why inter-firm relationships can be facilitated by internet use, both 

from the literature (Chapter 2), convergent interviews (Chapter 3), survey methodology 

(Chapter 4), and SEM (Chapter 5).  

 

A limitation of structural equation model approaches is that in research applications where 

there are large numbers of latent variables and hence, an even larger number of observed 

indicators, the number of parameters to be estimated is also large.  In such situations, 

structural equation models are not robust due to the confounding of measurement and 

structural parameter estimation problems which are complicated if the number of data cases 

is low and if the data being modelled are not multinormally distributed  (Holmes-Smith & 

Rowe 1994).  However, this limitation was minimised by using one-factor congeneric 

measurement models before the full model was tested (Section 5.3.3 provides a further 

discussion of congeneric modelling).   

 

4.6 Ethical considerations 

This final section deals with the ethics of how the data was collected. The authority to 

conduct research was related to the researcher’s responsibility to protect the interest of both 

the sponsor and the respondents (Neuman 2000). This study gained approval from Griffith 

University Human Research Ethics Committee and strictly followed ethics guidelines 

provided by them. 

 

In particular, ethical surveying means that while respondents are encouraged to respond, 

they are not pressured to do so in an offensive way, their confidentiality is assured (Salant 

& Dillman 1994), and they are protected from misrepresentation and exploitation (Kervin 

1992; Zikmund 2000). In this research, convergent interviewees and survey participants 

were advised of the purpose of the survey, encouraged to respond and offered an incentive 

to do so, but they were not pressured, nor was the purpose of the research misrepresented to 

them in any way, and their confidentiality was preserved as the questionnaire confirms. 

That is, they gave informed consent to be involved. Moreover, they were not asked for their 

names or addresses, hence their anonymity was preserved. 



 

 158

 

Respondents were sent a copy of the summarised findings and a letter thanking them for 

participating.  The results were only used for their stated purposes and were not utilised in a 

manner to which the respondents would object (Sekaran 2000).  In brief, major ethical 

guidelines of the Griffith University were followed in all stages of this research.  

 

4.7 Conclusion 

In brief, this chapter described the research design adopted, steps taken in design and 

administration of the questionnaire and the sampling strategies adopted for this second 

stage of the research. Specifically, conceptual and operational definitions underlying all the 

model constructs have been described and justified and constructs and variables identified 

and defined. Measurement development issues have been analysed and the validity and 

reliability of the survey instrument established as much as possible. Sample selection and 

processes and the data analysis methods were justified. Finally, ethical considerations 

pertaining to the data collection method were discussed.  In the next chapter, the collected 

data is analysed in relation to the research problem. 



Chapter 5 Analysis of survey data  

5.1 Introduction 
The methodology used to collect data in stage two of this research was described in the 

previous chapter. This next chapter reports how the data was prescreened, examined and 

analysed to address the research problem.  

 

This chapter has seven sections, as summarised in Figure 5.1.  Data preparation is 

described, which includes the procedures used for data cleaning and screening (Section 

5.2). The hypotheses are discussed in their order of presentation in Chapter 3 using a 

structural equation model (Section 5.3), followed by conclusions (Section 5.4).  

 
Figure 5.1 Outline of Chapter 5, with section numbers and their interrelationships 

Source: developed for this thesis. 

Measurement model 
specification and 

evaluation (Section 5.3.3)

Structural model 
evaluation (Section 5.3.4) 

Structural equation modeling and 
hypothesis testing  (Section 5.3) 

Model conceptualisation
(Section 5.3.1)

Preparing for model 
evaluation (Section 5.3.3) 

Data preparation 
(Section 5.2) 

Conclusion (Section 5.4) 

Introduction 
(Section 5.1) 

 

5.2 Data preparation 
Data preparation translated the data collected in this research into a form suitable for 

analysis (Luck & Rubin 1987). This process ensured that the basic data array was 

complete and accurate by coding, transcribing or entering the data into a computer 
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database, cleaning the data for accuracy and accounting for missing responses (Malhotra 

1999; Tull & Hawkins 1993).  

 

5.2.1 Coding the data 
Coding the data was done by assigning a code to each possible response to each 

question in the survey (Malhotra 1999). This research’s questionnaire had mostly pre-

coded questions, although a few were ‘other’, open-ended ones and the back page of the 

questionnaire was left free for respondents’ comments (Section 4.3.5).  More precisely, 

while all questions in the first five sections were pre-coded, some questions in the 

profile information section were not. Answers to the 63 questions were examined and 

coded after data was collected so that coding was consistent with the pre-coded data 

(Davis & Cosenza 1993). For each case, codes were noted and allocated during the 

questionnaire editing process and a code book was prepared for transferring the data 

into computer files. 

 

Raw data were edited once they were collected. This process acted as a quality screen by 

ensuring the raw data collected with the questionnaires met acceptable standards.  That is, I 

made sure that data was complete, legible, free of inconsistencies, completed by eligible 

respondents and accurate (Malhotra 1999; Churchill 1995).  Specifically, all data sets were 

numbered as they were returned and sight-edited. Of the 234 questionnaires collected, 

19 were considered unusable because of incompleteness - over 25 percent questions in 

the first five sections were not answered (Sekaran 2000). It was assumed that these 

respondents were either unwilling to cooperate or not serious with the survey. These 18 

data sets were therefore not included in the final survey data. However, those 

questionnaires with only minor item non-response were retained because respondents 

were uncertain about how to answer the specific question(s). Treatment of these item 

non-response or missing data is reported in Appendix 5.1. 

 

5.2.2 Data cleaning and screening 
After the raw data was transferred and edited into a computer file, errors were checked 

through data cleaning and screening. The purpose of this process was to ensure that data 

had been transcribed accurately by identifying outliers, inconsistent responses and 

missing data (Malhotra 1999).  Two broad categories of problems were considered: 

case-related issues such as the accuracy of the data input, missing values and outliers; 
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and distribution issues such as normality, linearity and homoscedasticity (Hair et al. 

1995; Tabachnick & Fidell 2001).   
 
The first category of case related issues was minimised in this research because an 

internet survey does not require manual data entry and thus entry errors are minimal.   

Nevertheless data were checked for accuracy and edited for appropriate treatment of 

missing values (Malhotra 1999). In this research, I checked and edited the data 

onscreen. Frequencies were run using SPSS for every variable to check for outlier 

responses and missing data.  
 
The second problem concerned distribution issues which were addressed by examining 

descriptive statistics and frequency distributions of each variable to verify that there 

were no out-of-order values and that standard deviations were plausible (Tabachnick & 

Fidell 2001). Through these checks, cases with missing data were found and dealt with 

(treatment of this missing data is discussed in more detail in Appendix 5.1). 
 
Before statistical tests using the multivariate analysis technique of structural equation 

modeling with AMOS were conducted, a preliminary analysis was conducted to ensure 

the quality of the data and its suitability for such statistical tests. This preliminary 

analysis consists of data examination and exploratory analysis and is included in 

Appendix 5.1.  Specifically, a non-response error check was done in this research to 

statistically confirm the representativeness of the sample (Armstrong & Overton 1977; 

Oppenheim 1992).  Mann-Whitney U χ2 for early and late respondents to this survey on 

two key variables of the models were conducted and the probability values (p) are all 

greater than 0.05 as shown in Section A5.1.1 of Appendix 5.1, indicating differences are 

statistically non-significant, implying that non-respondents are similar to late 

respondents. That is, non-response error in this research was not problematic.  

 

As well, internet banking information and respondents’ demographic statistics were 

analysed to establish a picture of the characteristics of respondents in the sample, as 

summarised in Table 5.1 and 5.2. As expected, the observations varied widely in terms 

of company demographics and internet use characteristics. The average length of using 

internet banking services in the sample was approximately 30.8 months (std. dev. = 34.4 

months). On average, the companies in the sample employed 302 workers (std. dev. = 

531).  
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Table 5.1 Summary statistics of two variables of the respondents’ profile 
Variable Min  Max. Mean Stad. Dev. 
No. of employees 1 3800 302 531 
Length of using internet 
banking (month) 

6 72 30.8 34.4 

Source: analysis of field data. 
 
The picture about respondents shows that the respondents were from all states in 

Australia and all industries listed by the ABS (2000) business internet use data.  The 

sample covered a variety of sizes of organisations, from small to larger (Table 5.2).  

Respondents had a relatively long relationship with these banks - the majority (63.7 per 

cent) of the companies in the sample had a relationship with the bank for over 3 years. 

Most of the respondents used internet banking services frequently at a relatively low 

cost. A detailed description of the respondents’ profile is provided in Appendix 5.2.  

 

The picture of respondents above was compared with census data of business internet 

use in Australian organisations to test its representativeness, using a chi-square test.  

The result of this test is presented in Appendix 5.2 and suggests that the sample in this 

research is somewhat different from the ABS (2000) survey of business internet use.  

Specifically, residuals suggest that the major differences lie in proportions of 

respondents from manufacturing, retail trade, property, business service and 

construction industries.   These differences can be explained by differences in data 

collection – while ABS (2000) is about internet use in general, this research is about 

internet banking use (for which no census data is available).  Also the times for data 

collection are different, reflecting the rapid changes in the adoption of internet use 

(Global Internet Statistics 2002).  Overall, the survey data’s breadth suggests it is useful 

for this research. 
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Table 5.2 Frequency table of the respondents’ profile  
  No. of  

respondents 
% Cumulative  % 

1. Annual turnover 
Less than AUD$100,000 
AUD$100,000 – $999,999 
AUD$1 million – $4.9 million 
AUD$5 million – $9.9 million 
AUD $10 million – $15 million 
AUD $ 15 million - $20 million 
AUD $ 20 million or more 

 
10 
33 
24 
23 
97 
19 
9 

 
4.7 

15.3 
11.2 
10.7 
45.1 
8.8 
4.2 

 
4.7 

20.0 
31.2 
41.9 
87.0 
95.8 

100.0 
2. Industry 

Accommodation, cafes and restaurants 
Communication, services (including postal, 
courier and telecommunication services) 
Construction 
Cultural and recreation services 
Finance and insurance 
Health and community services 
Manufacturing 
Personal and other services  
Property and business services 
Retail trade 
Transport and storage 
Wholesaling trade 
Electricity, gas and water supply 
Mining 
Government agent 
Others 

 
18 
12 

 
12 
18 
5 

22 
42 
2 

22 
16 
7 

16 
2 
3 
7 

11 

 
8.4 
5.6 

 
5.6 
8.4 
2.3 

10.2 
19.5 
0.9 

10.2 
7.4 
3.3 
7.4 
0.9 
1.4 
3.3 
5.1 

 
8.4 

14.0 
 

19.5 
27.9 
30.2 
40.5 
60.0 
60.9 
71.2 
78.6 
81.9 
89.3 
90.2 
91.6 
94.9 

100.0 
3. 
 

Location 
ACT 
New South Wales 
Northern Territory 
Queensland 
South Australia 
Tasmania 
Victoria 
Western Australia 
Overseas 

 
5 

67 
3 

38 
28 
5 

41 
27 
1 

 
2.3 

31.2 
1.4 

17.7 
13.0 
2.3 

19.1 
12.6 
0.5 

 
2.3 

33.5 
34.9 
52.6 
65.6 
67.9 
87.0 
99.5 

100.0 
4. Internet banking service provider 

Westpac  
National  
Commonwealth  
ANZ 
St. George 
CitiBank  
Suncorp-Metway 
Other 

 
47 
47 
45 
37 
9 
8 
1 

21 

 
21.9 
21.9 
20.9 
17.2 
4.2 
3.7 
0.5 
9.8 

 
21.9 
43.8 
60.0 
64.2 
64.7 
86.5 
90.2 

100.0 
5. Length of relationship 

less than six months 
six months to one year 
one to three years 
three to five years 
over five years 

 
13 
19 
46 

111 
26 

 
6.0 
8.9 

21.4 
51.6 
12.1 

 
6.0 

14.9 
36.3 
87.9 

100.0 
6. Frequency of using internet banking 

Daily 
2-6 times a week 
once a week 
once every two weeks 
once a month or less 

 
146 
46 
9 
6 
8 

 
67.9 
21.4 
4.2 
2.8 
3.7 

 
67.9 
89.3 
93.5 
96.3 

100.0 
Note: N = 215. 
Source: analysis of survey data.   
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5.3 Structural equation modelling and hypothesis testing 
In turn, this section can report how structural equation modelling (SEM) was used in 

this research to test the hypotheses.  This research followed five steps of SEM, using the 

software Amos 4 (Arbuckle 1997) synthesised from various SEM authors (for example, 

(Baumgartner & Homburg 1996; Bollen & Long 1993; Diamantopoulos 1994; Hair et 

al. 1998; Kline 1998; Tabachnick & Fidell 2001).  These steps are shown in Table 5.3 

and are discussed next. 

 
Table 5.3 SEM steps applied in this research 

  Steps 
 

Section (s) where applied in this 
research 

Step 1 Model conceptualisation 
• structural model 
• measurement models 

Section 5.3.1 
 

Step 2 Preparing for model evaluation 
• nature of the data 
• sample size 
• input data 
• one or two stages approach 
• model identification 

Sections 5.3.2 
  
 

Step 3 • Measurement model evaluation and 
specification 

• deciding goodness of fit criteria 
• bootstrapping approach 
 

Section 5.3.3 

Step 4 Testing one-factor congeneric measurement 
models  
 

Section 5.3.4 
 
 

Step 5 Structural model evaluation  Section 5.3.5 
Source: Synthesised from Baumgartner and Homburg (1996), Bollen and Long (1993), 
Diamantopoulos (1994), Hair et al. (1998), Kline (1998), Tabachnick and Fidell (2001), and 
Frazer (1997). 
 
5.3.1 Step one: model conceptualisation 
The first step of model conceptualisation starts with the initial formulation of a 

structural model comprising the relationships among the latent variables (Bollen 1989; 

Byrne 2001; Hair et al. 1998; Hoyle 1995; Kline 1998). In this research, the latent 

variables in the structural model were based on the conceptual model developed from 

the literature review in Chapter 2.  The indicator variables used to measure the 

constructs in this model were developed and described in Chapter 4 (Section 4.3.1). 

 

A competing model was identified a priori in the literature review’s Section 2.4.3 to 

avoid post hoc identification of models (Bagozzi & Baumgartner 1996; Baumgartner & 

Homburg 1996; Hair et al. 1998; Hoyle & Panter 1995). The competing model has the 
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construct of ‘asset specificity’ as an addition to the main model.  This strategy allowed 

me to compare models with a different number of factors that presented plausible 

structural relationships, to see whether model complexity is justified by a gain in fit. 

 

The next phase of model conceptualisation was to determine a set of empirically 

operationalised or observed variables that had to be defined for each of the latent 

variables, because latent variables cannot be observed directly (Baumgartner & 

Homburg 1996). Each of the latent variables was measured by multiple items depending 

on their reliability and construct validity (Baumgartner & Homburg 1996; Hayduk 

1999; Hulland, Chow & Lam 1996).   

 

The practical limit to the number of indicators for each latent variable ranges from three 

to about ten (Diamantopoulos 1994; Tabachnick & Fidell 2001).  Measurement models 

with a smaller number of measurement indicators may fit better but may be less 

diagnostic, while models with large numbers of measurement indicators may have less 

fit but be better diagnostically (Gregorich 1999; Mulaik 1999).  In this research the 

number of indicators for each latent variable suitably ranged from 3 to 8, most of which 

were adopted from previous research (as were shown in Section 4.3.1).   

 

5.3.2 Step two: preparing for model evaluation 
The next step in the SEM process is preparing for model evaluation.  Several issues 

need to be considered such as the nature of the data and the sample size, input data, the 

adoption of a one-or-two-stage of model evaluation, and model identification.  

 

The nature of the data and sample size.  The nature of the data and the sample size 

are two major concerns for the estimation function selected (Arbukle 1999). Firstly, the 

nature of the data in this research relates to missing data, outliers, normality and 

linearity, and theses have been discussed in Section A5.1.1 in Appendix 5.1.  Next, 

sample size determines a basis for sampling error estimation. The issue of sample size 

for adequate estimation has been the focus of a debate in the SEM literature (Carmines 

& McIver 1981; Chou & Bentler 1995; Hoyle 1999; Marsh 1988; Tabachnick & Fidell 

2001).  The simple rule of thumb applied to multivariate analytical techniques such as 

MANOVA or multiple regression, of 10 cases for each measured or latent variable, is 

not applicable in SEM (Kline 1998).  In SEM, it is more appropriate to consider the 

ratio of the number of objects to the number of parameters being estimated (Chou & 
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Bentler 1995; Holmes-Smith & Rowe 1994).  As well, the statistical theory underlying 

parameter estimation in SEM is asymptotic in nature, so that statistics such as standard 

errors for parameter estimates increase in precision as the total number of cases 

approaches infinity. 

 

That is, a SEM sample must be big enough to obtain stable or meaningful parameter 

estimates. Some broad guidelines about absolute sample sizes are available: ‘small’ 

sample size is less than 100, medium sample size is between 100 and 200, and ‘large’ 

sample size is more than 200 (Hair et al. 1998; Hulland, Chow & Lam 1996; Kline 

1998). More precisely, models with more parameters require a larger sample than do 

more parsimonious models (Hulland, Chow & Lam 1996; Kline 1998). One rule of 

thumb is that the ratio of sample size to number of free parameters should be at least of 

5:1 to obtain appropriate significance tests (Baumgartner & Homburg 1996). In this 

research, the full structural model with composite scales and measurement models 

tested did not violate this rule, for the ratio of sample size to free parameters was 8:1 for 

the full model with composite scales.  That is, the sample size of 215 respondents used 

in this research is appropriate for the complexity of the models (as shown in Figures 5.2 

to 5.10 later in this chapter). 

 

Input data and estimation function.  Either a variance/covariance matrix or 

correlation matrix can be input data in SEM (Hair et al. 1995).  A covariance matrix was 

applied in this study because the covariance can be used properly with the maximum 

likelihood (ML) method of estimation used in this research for the reasons provided in 

Appendix 5.1 (Baumgartner & Homburg 1996; Kaplan 1998).  

 

This estimation function was suitable to the nature of the data and the sample size 

(Arbuckle 1999).  In this research the maximum likelihood method was chosen in order 

to guard against violations of the assumption of multicovariate normality in at least 

moderate sized samples (Anderson & Gerbing 1988; Diamantopoulos 1996; Long 

1993).  More precisely, the ML method based on covariance was more defensive than 

other estimation methods when the number of categories in the Likert scales is 4 or 

greater, where there is no skew or high kurtosis, and sample size is sufficiently large 

relative to the number of items being estimated (West, Finch & Curran 1995). 
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One or two stages approach.  The next issue in preparing for model evaluation is to 

decide on a one- or two-stage approach. The conventional way of SEM involves 

evaluating the measurement and structural models together in one stage 

(Diamantopoulos 1994).  This approach’s strength lies in its rigour and lack of 

estimating bias because it is more consistent with ‘the spirit of causal modelling’ 

(Hulland, Chow & Lam 1996, pp. 185).  However, this approach was not appropriate 

for this research because it can only be used when a model contains both a strong 

theoretical rationale and highly reliable measures (Hair et al. 1998) and this research’s 

model did not have the latter, for example, level of internet use was made operational in 

the context of business internet banking and does not have high construct reliability as 

will be discussed in Section 5.3.3.   

 

Thus this research used a two-stage SEM approach because measures were less reliable 

and the theory was tentative (Anderson & Gerbing 1988, Hair et al. 1998; Shumacker & 

Lomax 1996).  In this approach, SEM comprises of two major stages, the measurement 

model and the structural model (Arbuckle & Wothke 1999; Hughes, Price & Marrs 

1986).  The measurement models were estimated first in order to assess the quality of 

the measurement items before the structural model was estimated (Anderson & Gerbing 

1988; Hulland, Chow & Lam 1996).  Within the first stage, this research used one-

factor congeneric models to maximise the reliability of composite and latent variables 

and to reduce the variables to a manageable level in fitting structural equation models to 

data at the second stage (Holme-Smith & Rowe 1994).   

 

Model identification.  The last issue of preparing for model evaluation is model 

identification.  Traditionally, there have been three levels of model identification 

(Shumacker & Lomax 1996).   Models that have more parameters than observations are 

underidentified. Models with fewer parameters than observations are overidentified but 

may not perfectly fit the data because discrepancies between the model and the data are 

possible (Kline 1998). However, in this research, none of the models estimated was 

underidentified or overidentified. 

 

In turn, models having equal numbers of parameters and observations are described as 

just identified or ‘saturated’ (Mulaik et al. 1989p. 432). That is, the number of data 

parameters perfectly reproduce the sample covariance matrix, the chi-square and the 

degrees of freedom are equal to zero, and therefore can never be rejected (Byrne 2001), 
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because the hypotheses about the specific paths in the model can be tested (Tabachnick 

& Fidell 2001). There are two basic requirements for identification of structural and 

measurement models that there should be at least as many observations as free 

parameters and that every latent variable has a scale (Baumgartner & Homburg 1996; 

Kline 1998; Shumacker & Lomax 1996). Amos software produces a warning message if 

a model cannot be identified (Arbuckle 1999).  Each model estimation performed in this 

research was checked and they were all identified.  

 

5.3.3    Step three: measurement model evaluation and specification 
The next step in SEM is model evaluation.  There are two parts in this step: deciding on 

the goodness of fit criteria and testing the measurement model fit.  

 
Deciding goodness of fit criteria 

Two details were considered in evaluating both measurement models and structural 

models: their unidimensionality and their fit.  In this research, both Cronbach coefficient 

alpha and standardised regression weights were used to measure undimensionality of 

measurement models.  As well, a variety of goodness of fit indices were used in this 

research because no single statistical test of significance identifies a correct model from 

the sample data (Byrne 2001; Maruyama 1998; Schumacker & Lomax 1996).  

Therefore, the assessment of model fit for this research was based on multiple criteria; 

they are summarised in Table 5.4 and justified in details in Appendix 5.3. 

 

Table 5.4 Summary of reliability, weights and fit indices used in this research 
Name 
 

Abbreviation Type Acceptable level in this 
research 

Coefficient alpha 
Standardised regression 
weight 

α 
Beta 

Unidimensionality α >0.70 adequate 
Beta >0.40 
 

 
Chi-square 
(with associated degrees of 
freedom and probability of 
significant different) 
 

 
χ2 

(df, p) 

 
Model fit 

 
p>0.05 
( at α equals to 0.05 level) 

Normed chi-square χ2/ df Absolute fit and 
Model parsimony 
 

1.0< χ2/ df <3.0 

Root mean square residual 
Root mean square error of 
approximation  
Standardised root mean 
square residual 
 
 
 

RMR 
RMSEA 
 
SRMR 

Absolute fit RMR <0.05 
RMSEA <0.08 
 
SRMR <0.10 
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Name 
 

Abbreviation Type Acceptable level in this 
research 

Goodness-of-fit index and 
Adjusted Goodness-of-fit 
index 
 

GFI and 
AGFI 

Absolute fit Values close to 0.9 and 
above indicate satisfactory 
fit 
 

Normed fit index 
Tucker Lewis fit index 
Comparative fit index  

NFI 
TLI 
CFI 

Incremental fit Values above 0.8 and close 
0.9 indicate acceptable fit 

Source: developed from Baumgartner and Homburg (1996), Hair et al. (1998), Hulland, Chow 
and Lam (1996), Kline (1998), Holm-Smith (2002), Byrne (2001), Maruyama (1998) and 
Shumacker and Lomax (1996).  
 
Estimates for evaluating one-factor congeneric measurement models.  Apart from 

the above criteria, other standardised estimates associated with the evaluation of 

congeneric models were used in this research.  In particular, Table 5.5 provides a 

summary of these criteria used in this analysis. Each of these criteria for evaluating 

congeneric models is discussed next. 

 

Table 5.5 Summary of standardised estimates used for congeneric measurement 
models 
Standardised estimate Value criteria 

Factor loading  >0.7 good, >0.5 acceptable, cr>1.96 
Covariance (cr) >1.96 

Variable reliability >0.5 good, >0.3<0.5 moderate 
Source: developed for this research from (Holmes-Smith 2002). 
 
Firstly, standardised factor loadings (or standardised regression weights in AMOS) 

should have a value greater than 0.7 to show a strong association between the factor and 

the variable (Holmes-Smith 2002), though values greater than 0.5 are sometimes 

considered acceptable (Churchill 1979).  Secondly, covariance of two variables is the 

estimate of the amount of correlation between two variables because some unmeasured 

latent variable is influencing both variables (Schumacker & Lomax 1996). Critical ratio 

(cr) of the estimate should be greater than 1.96 for the factor loading or variance that it 

is estimating.  The covariance was considered significant if the critical ratio (cr) of the 

measure is greater than 1.96 for this research (Byrne 2001, Holmes-Smith 2001).  

Finally, variable reliability was the squared multiple correlation for the observed 

variables and reflected how well the variable measures the underlying latent trait; it was 

considered high if above 0.5, moderate if between 0.3 and 0.5 and poor if below 0.3 for 

this research (Holmes-Smith 2002).  

 

Bootstrapping approach.  Apart from using basic fit indices to evaluate the fit of a 

model, a number of other approaches are available to test paths and the robustness of a 
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model.  One such approach used in this research was to bootstrap models, which treated 

a random sample of data as a substitute for the population and re-sampled from it a 

specified number of times to generate sample bootstrap estimates and standard errors 

and confidence intervals (Byrne 2001).  That is, with bootstrapping, the true sampling 

properties of statistic were examined through random sampling, even though the 

population distribution is unknown (Yung & Chan 1999).   

 

This approach was chosen for this research for two reasons.  Firstly, bootstrapping helps 

characterise the statistical properties in precise terms under relatively small sample size 

conditions and works well with a sample size ranging from 50 to 400, which is the case 

for this research (Chou & Bentler 1995).  Secondly, bootstrapping is suitable when the 

data are nonnormally distributed because by taking a large number of bootstrap samples 

from the original sample, the mean and variance of the sample distribution can be 

determined (West, Finch & Curran 1995).   

 

In this research, measures appropriate within bootstrapping included confidence interval 

estimates, standard error estimates and the Bollen and Stine test of correctness of a 

model.  The bootstrap estimator and the associated confidence interval were used to 

determine how stable or good the sample statistic was as an estimate of the population 

parameter (Byrne 2001; Mooney & Duval 1993; Schumacker & Lomax 1996).  

 

Testing one-factor congeneric measurement models 

The previous section of this chapter discussed issues that had to be considered before 

testing measurement models could begin.  The first issue in evaluating a measurement 

model is unidimensionality (Appendix 5.3). Analysis of measurement models allows for 

complex modeling whereby error associated with the measurement of the indicator 

variables can be accounted for, and the fit of these indicators as measures of the latent 

variables can be tested (Holm-Smith 2002).  In this research, each of the latent variables 

was analyzed in the form of congeneric models to determine their unidimensionality.   

This section justifies the use of these one-factor congeneric measurement models in the 

first stage of the two-stage approach adopted by this research (Section 5.3.2) and reports 

the results of testing of these one-factor congeneric measurement models.   

 

In this research, 42 indicator variables were used to measure eight latent variables in the 

structural models (Section 4.3.1). Table 5.6 supplies a legend to the labelling of these  
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constructs/variables.  Like most variables collected in social science research, many of 

these variables were skewed (West, Finch & Curran 1995).  That is, this study 

investigated a large number of latent constructs that were each measured by a number of 

observed variables. In this situation, structural equation models are not robust due to the 

confounding of measurement and structural parameter estimation problems which are 

complicated because the number of data cases is low or if the data being modeled are 

not multinormally distributed  (Holmes-Smith & Rowe 1994). To handle this problem, 

this research developed congeric models, that is, models whose error variance and 

regression coefficients are calculated and fixed at estimated values. That is, one-factor 

congeneric measurement models were developed as a means of data reduction in order 

to obtain a manageable number of manifest (or composite) variables which can be used 

in subsequent structural equation models (Holmes-Smith & Rowe 1994).  

 

A detailed discussion of congeneric theory is provided in Appendix 5.4. Using this 

approach, all related measures were summed to form a reduced number of manifest or 

composite scales.  This reduced number of new composite variables was then used as 

the observed variables in the structural equation models (Holmes-Smith.& Rowe 1994).   

 
To be more precise, for this research, fitting congeneric measurement models to large 

data sets served four functions.  First and foremost, a fitted congeneric model allowed 

large numbers of observed variables to be reduced to a single composite scale, thus 

reducing the number of variables in subsequent structural equation models.  In turn,  

fitting a congeneric measurement model allowed for differences in the degree to which 

each individual measure contributes to the overall composite scale.  That is, congeneric 

measurement models provided a more realistic representation of the data (Fleishman & 

Benson 1987; Raykov 1997). Congeneric models also permitted reliance on smaller 

samples as being adequate for stable parameter estimation and full model fitting.  

Finally, the fit statistic for the congeneric model was a quasi test of validity.  For a 

model to be accepted, the indicating variables contributing to the overall measurement 

of the manifest or composite variable were ‘of the same kind’.  That is, they were valid 

measures of the one latent trait (Hau 1995, Raykov 1997). 
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Table 5.6 Legend to the labeling constructs/variables 
Label Construct/variable 

 
Viewbaln 
Paysala 
Custrept 
Trafndin 
Trafndou 
Schefnd 
Regupay 
Ordersta 
Ilength 
Accuracy 
Credible 
Relevanc 
Reliable 
Timely 
Complete 
Adequate 
Crucial 
Dependen 
Operatio 
Role 
Respect 
 
Entrust 
Confiden 
 
Lookout 
Satisfac 
Better 
Fair 
Benefit 
Commitmt 
Maintain 
Effort 
 
Loyalty 
Lookaltn 
Endrelat 
 
Investmt 
 
Transfab 
 
Mechanis 
 
Swichcos 
 
Comply 
 
Sixmonth 
 
Oneyear 
 
Twoyear 

View account balances, transactions and interests 
Pay organisation's salaries and invoices 
Create customized account reports 
Transfer funds between accounts held at the same bank 
Transfer funds between accounts held at different financial institutions 
Schedule funds transfer and bill payment to a future date 
Establish transfer groups for future and regular payments 
Order printed statements 
Length of using internet banking  
Accuracy of communication through using the internet 
Credibility of communication through using the internet 
Relevancy of communication through using the internet 
Reliability of communication through using the internet 
Timeliness of communication through using the internet 
Completeness of communication through using the internet 
Adequacy of communication through using the internet 
It is more crucial to the future success of business 
Respondents are more dependent on the bank than before adopting the internet 
The bank is more important to the operation of respondent's business 
The bank plays a more important role in respondent's business 
Respondent is more convinced that this bank respects confidentiality of information 
received 
The bank earned respondent's trust more 
The respondent is more confident in the accuracy of information provided to them 
through the internet 
The respondent feels that this bank looks out for their interest more 
The respondent is more satisfied with their relationship with this bank 
This bank is a better bank to do business with 
Overall, this bank is more fair with the respondent 
This bank's policies and program benefit the respondent more 
Respondent is more committed to the relationship with this bank 
Respondent intends to maintain their relationship with this bank more 
Respondent believes that their relationship with this bank deserves more of their 
effort to maintain 
Respondents has a stronger sense of loyalty towards this bank 
Respondent is less often on the look-out for an alternative to this bank 
It would be more disruptive to respondent's operation to end the business relationship 
with this bank 
The investment the respondent has made to do business with this bank is more 
significant 
The investment that respondent has made in doing business with this bank is more 
easily transferable to other processes or operations in their organisation 
The mechanisms that the respondent has set up for doing business with this bank 
would make it more difficult to end the relationship with this bank 
The total cost of switching to an alternative business would be larger for the 
respondent 
In the future, the respondent will be more likely to comply with policies that this 
bank establishes for their services 
The chances of the respondent staying in the relationship with this bank in the next 
six months is high 
The chances of the respondent staying in the relationship with this bank in the next 
year is high 
The chances of the respondent staying in the relationship with this bank in the next 
two years is high 

Ciu Composite scale of level of internet use 
Ccommun Composite scale of communication 
Cdep Composite scale of dependence 
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Label Construct/variable 
 

Cas Composite scale of asset specificity 
Ctrust Composite scale of trust 
Csat Composite scale of satisfaction 
Ccommit Composite scale of commitment 
Cstay Composite scale of propensity to stay 

Source: developed for this research. 
 

Further, measurement models can be either formative or reflective, depending on the 

direction of causation between latent variables and their indicators (Bollen 1989; 

Diamantopoulos & Winklhofter 2001; MacCallum & Browne 1993).  While reflective 

models indicate that the latent variables cause the observed variables, formative 

indicators are observed variables that cause a latent variable.   Therefore, establishing 

causal priority is necessary to determine if an indicator is a cause or an effect of a latent 

variable in this research.  In this research, all measurement models were treated as 

reflective because their indicators are a set of items that ‘is chosen randomly from the 

universe of items relating to the construct of interest’ (DeVellis 1991, p. 55), whereas 

formative specification of a measurement model requires a census of indicators  (Bollen 

& Lennox 1991).   

 

However, the technique of using a series of one-factor congeneric models to reduce 

large data set down to a manageable level has a disadvantage.  The procedure can lead 

to a potential loss of information in the measurement part of the model when only the 

composite variables are used in structural equation models (Holmes-Smith.& Rowe 

1994).  However, on balance, the advantages of congeneric modelling outweigh its 

disadvantages. 

 

In brief, this research used confirmatory factor analysis to purify the initial measures 

and test for the internal consistency of the scales.  One-factor congeneric measurement 

models were used to reduce the 42 observed variables down to a smaller number of 

variables that were then used in structural equation models.  The highest number of 

composite variables in any one congeneric measurement models was seven and there 

were eight composite variables used in the structural models that investigated the inter-

relationships amongst these composites.  For these models, the sample size of 215 was 

sufficient for parameter estimation and model fitting. 
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One-factor congeneric model of level of internet use.  This section discusses each of 

the congeneric models of each of the eight constructs in the main model. Diagrams of 

the respecified models are presented in Figure 5.2-5.9 with the results of each model 

evaluation tabulated. 

 

The first latent variable, level of internet use was measured by eight observed variables. 

The structure of this measurement model is presented in Figure 5.2.  Some patterns in 

correlations of the variables in this construct suggested that ‘viewbaln’ is correlated 

with ‘paysala’ (Appendix 5.1).  Therefore these two variables were covaried to reflect 

this pattern (Byrne 2001; Holmes-Smith 2002).  Similarly, ‘trafndin’ and ‘trafndou’ are 

covaried for the same reason.  The results of the confirmatory factor analysis of the 

measurement component of the level of internet use one factor congeneric model are 

summarised in Table 5.7.  

 

Figure 5.2 One-factor congeneric model of level of internet use 

Note: labels are in Table 5.6. 
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Table 5.7 Standardised and goodness-of-fit estimates of the ‘level of internet use’ 
one-factor congeneric construct 

Reliability- Cronbach alpha α = 0.72 
Standardised regression weight 
 

Cr p value  Variable 
reliability 

SCHEFND <-- Internet use 0.679 7.775 0.001 0.378 
REGUPAY <-- Internet use 0.658 9.375 0.001 0.426 
ORDERSTA <-- Internet use 0.473 10.056 0.001 0.275 
TRAFNDIN <-- Internet use 0.274 9.861 0.011 0.312 
TRAFNDOU <-- Internet use 0.460 10.054 0.001 0.462 
PAYSALA <-- Internet use 0.355 9.432 0.000 0.433 
CUSTREPT <-- Internet use 0.654 7.720 0.001 0.294 
VIEWBALN <-- Internet use 0.279 7.394 0.000 0.428 
Chi-square (χ2)       34.737 
Degree of freedom (df) 18 
P 0.010 
Normed chi-square (CMIN/DF) 1.930 
Root mean square residual (RMR) 0.289 
Root mean square of error of estimation 
(RMSEA) 

0.066 

Standardised root mean square residual (SRMR) 0.062 
Goodness-of-fit index (GFI) 0.959 
Adjusted of goodness-of-fit index (AGFI) 0.918 
Normed fit index (NFI)  0.892 
Tucker-Lewis Index (TLI) 0.911 
Comparative Fit Index (CFI) 0.943 

Source: maximum likelihood estimation with Amos 4.0. 
 

The coefficient alpha for the level of internet use one factor congeneric model is 0.72 as 

shown in Table 5.7, indicating that the variables are a reasonable measure of level of 

internet use.  Results suggest that 2 out of 8 standardised regression weights were less 

than 0.4.  However, variable reliabilities are all above moderate, indicating these 

variables reflect the underlying trait of the construct. That is, variable reliability 

indicated reasonably good measurement of level of internet use and provided evidence 

of convergent validity.  Goodness of fit indices also indicate that the model fitted data 

well, with the p value, SRMR, GFI, AGFI, NFI, TLI and CFI all within acceptable level 

of criteria established in Table 5.4 and in Appendix 5.3.  

 

One-factor congeneric model of communication.  The congeneric model of 

communication has seven indicators. The structure of the model of communication is 

presented in Figure 5.3.  Note that the error terms of ‘complete’ and ‘adequate’ were 

covaried because these two items are closely related, almost asking the same question.  

The results of the confirmatory factor analysis of the measurement component of the 

communication one factor congeneric model are summarised in Table 5.8.   
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Figure 5.3 One-factor congeneric model of communication 
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Note: labels are in Table 5.6. 
Source: developed for this research. 
 
Table 5.8: Standardised and goodness of fit estimates of the ‘communication’ one-

factor congeneric model 
Reliability- Cronbach alpha α = 0.913 
Standardised regression weight (β) 
 

S.E. C.R. p value Variable 
reliability 

ACCURACY <-- Communication 0.850 0.057 7.769 0.000 0.473 
CREDIBLE <-- Communication 0.875 0.087 9.368 0.000 0.313 
RELEVANC <-- Communication 0.822 0.060 8.373 0.000 0.676 
RELIABLE <-- Communication 0.879 0.044 7.874 0.000 0.765 
COMPLETE <-- Communication 0.752 0.160 10.006 0.000 0.566 
ADEQUATE <-- Communication 0.688 0.094 9.675 0.000 0.772 
Chi-square (χ2) 12.103  

Degree of freedom (df) 8 
P 0.147 
Normed chi-square (CMIN/DF) 1.513 
Root mean square residual (RMR) 0.033 
Root mean square of error of estimation 
(RMSEA) 

0.049 

Standardised root mean square residual (SRMR) 0.018 
Goodness-of-fit index (GFI) 0.981 
Adjusted of goodness-of-fit index (AGFI) 0.951 
Normed fit index (NFI)  0.987 
Tucker-Lewis Index (TLI) 0.992 
Comparative Fit Index (CFI) 0.996 

Source: maximum likelihood estimation with Amos 4.0. 
 

The coefficient alpha for communication one factor congeneric model is high (0.913), 

as shown in Table 5.8, indicating that the variables are good measure of communication.  

Results suggest that all standardised regression weights were greater than 0.4 and 

variable reliabilities above 0.5.  That is, standardised regression weights and variable 

reliability indicated reasonably good measurement communication and provided 

evidence of convergent validity. Goodness of fit indices showed that The model fitted 

 176 



data well, with the p value, SRMR, GFI, AGFI, NFI, TLI and CFI all within acceptable 

level of criteria.  

 

One-factor congeneric model of asset specificity.  The initial congeneric model of 

asset specificity contains five observed variables, with all but one (TRANSFAB β = 0.195) 

contributing significantly to this factor. Thus this variable was dropped from further 

analysis.  The structure of the model of asset specificity is presented in Figure 5.4 and 

the results of the confirmatory factor analysis of the measurement component of the 

asset specificity one factor congeneric model are summarised in Table 5.9. 

 

 Figure 5.4 One-factor congeneric model of asset specificity 

Note: labels are in Table 5.6. 
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Table 5.9: Standardised and goodness of fit estimates of the ‘asset specificity’ one-
factor congeneric model  

Reliability- Cronbach alpha α = 0.781 
Standardised regression weight (β) 
 

S.E. C.R. p value Variable 
reliability 

ENDRELAT <-- asset specificity 0.591 0.127 9.493 0.000 0.720 
INVESTMT <-- asset specificity 0.794 0.102 9.130 0.000 0.630 
MECHANIS <-- asset specificity 0.849 0.101 6.419 0.000 0.349 
SWICHCOS <-- asset specificity 0.531 0.096 4.751 0.000 0.282 
Chi-square (χ2) 6.336  

Degree of freedom (df) 2 
P 0.042 
Normed chi-square (CMIN/DF) 3.168 
Root mean square residual (RMR) 0.054 
Root mean square of error of estimation (RMSEA) 0.101 
Standardised root mean square residual (SRMR) 0.0346 
Goodness-of-fit index (GFI) 0.985 
Adjusted of goodness-of-fit index (AGFI) 0.927 
Normed fit index (NFI)  0.976 
Tucker-Lewis Index (TLI) 0.950 
Comparative Fit Index (CFI) 0.983 

Source: maximum likelihood estimation with Amos 4.0. 
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The coefficient alpha for the asset specificity one factor congeneric model is 0.78, as 

shown in Table 5.9, which is considered acceptable. Results suggest that all 

standardised regression weights for asset specificity were greater than 0.4 and variable 

reliabilities are all above moderate, indicating these variables are reasonably good 

measurement of asset specificity.  Goodness of fit indices also indicate that the model 

fitted data well, with the p value, SRMR, GFI, AGFI, NFI, TLI and CFI all within 

acceptable level of criteria.  

 

One-factor congeneric model of dependence.  Dependence has four indicators. The 

structure of the model of dependence is presented in Figure 5.5 and the results of the 

confirmatory factor analysis of the measurement component of the dependence one 

factor congeneric model are summarised in Table 5.10. 

 

 Figure 5.5 One-factor congeneric model of dependence 

Note: labels are in Table 5.6. 
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The coefficient alpha is high (0.89), as shown in Table 5.10, indicating that the variables 

are good measure of dependence.  All standardised regression weights for dependence 

were suitably greater than 0.4.   Variable reliabilities are all above 0.5, indicating these 

variables reflect the underlying trait of the construct.  That is, standardised regression 

weights and variable reliability indicated reasonably good measurement of dependence 

and provide evidence of convergent validity. This one-factor congeneric model of 

dependence achieved a good fit with the p value, SRMR, GFI, AGFI, NFI, TLI and CFI 

all within acceptable level of criteria.   
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Table 5.10 Standardised and goodness of fit estimates of the ‘dependence’ one-
factor congeneric model 

Reliability- Cronbach alpha α = 0.894 
Standardised regression weight (β) 
 

S.E. C.R. p value Variable 
reliability 

ROLE <-- Dependence 0.783 0.105 9.209 0.000 0.848 
OPERATIO <-- Dependence 0.970 0.093 8.949 0.000 0.766 
CRUCIAL <-- Dependence 0.799 0.103 9.142 0.000 0.854 
DEPENDEN <-- Dependence 0.776 0.060 2.150 0.000 0.853 
Chi-square (χ2) 6.321  

Degree of freedom (df) 2 
P 0.042 
Normed chi-square (CMIN/DF) 3.161 
Root mean square residual (RMR) 0.047 
Root mean square of error of estimation 
(RMSEA) 

0.100 

Standardised root mean square residual (SRMR) 0.020 
Goodness-of-fit index (GFI) 0.986 
Adjusted of goodness-of-fit index (AGFI) 0.931 
Normed fit index (NFI)  0.989 
Tucker-Lewis Index (TLI) 0.977 
Comparative Fit Index (CFI) 0.992 

Source: maximum likelihood estimation with Amos 4.0. 
 

One-factor congeneric model of trust.  The congeneric model of trust has four 

indicators. The structure of the one-factor congeneric model of trust is presented in 

Figure 5.6 and the results of the confirmatory factor analysis of the measurement 

component of the trust one factor congeneric model are summarised in Table 5.11.  

 

Figure 5.6 One-factor congeneric model of trust 
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Note: labels are in Table 5.6. 
Source: developed for this research. 
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Table 5.11 Standardised and goodness of fit estimates of the ‘trust’ one-factor 

congeneric model 
Reliability- Cronbach alpha α = 0.859 
Standardised regression weight (β) 
 

S.E. C.R. p value Variable 
reliability 

ENTRUST <-- Trust 0.935 0.066 3.105 0.000 0.430 
RESPECT <-- Trust 0.792 0.101 9.474 0.000 0.524 
LOOKOUT <-- Trust 0.724 0.082 8.014 0.000 0.628 
CONFIDEN <-- Trust 0.656 0.088 8.982 0.000 0.874 
Chi-square (χ2) 7.549   

Degree of freedom (df) 2 
P 0.023 
Normed chi-square (CMIN/DF) 3.774 
Root mean square residual (RMR) 0.045 
Root mean square of error of estimation 
(RMSEA) 

0.114 

Standardised root mean square residual (SRMR) 0.0268 
Goodness-of-fit index (GFI) 0.983 
Adjusted of goodness-of-fit index (AGFI) 0.916 
Normed fit index (NFI)  0.982 
Tucker-Lewis Index (TLI) 0.960 
Comparative Fit Index (CFI) 0.987 

Source: maximum likelihood estimation with Amos 4.0. 
 

The coefficient alpha for this construct is high (0.86), as shown in Table 5.11, indicating 

high internal reliability.  Results also suggest that all standardised regression weights for 

trust were greater than 0.4.  Variable reliabilities are all above 0.5, indicating these 

variables reflect the underlying trait of the construct. That is, standardised regression 

weights and variable reliability indicated reasonably good measurement of trust and 

provide evidence of convergent validity.  Further support to the model were provided by 

goodness of fit indices with SRMR, GFI, AGFI, NFI, TLI and CFI all within acceptable 

level of criteria.  

 

One-factor congeneric model of satisfaction.  The congeneric model of satisfaction 

has four indicators.  The structure of the one-factor congeneric model of satisfaction is 

presented in Figure 5.7 and the results of the confirmatory factor analysis of the 

measurement component of the satisfaction one factor congeneric model are 

summarised in Table 5.12.  
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Figure 5.7 One-factor congeneric model of satisfaction 
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Note: labels are in Table 5.6. 
Source: developed for this research. 
 
Table 5.12 Standardised and goodness of fit estimates of the ‘satisfaction’ one-

factor congeneric model 
Reliability- Cronbach alpha α = 0.907 
Standardised regression weight (β) 
 

S.E. C.R. p value Variable 
reliability 

SATISFAC <-- satisfaction 0.878 0.047 8.438 0.000 0.770 
BETTER <-- satisfaction 0.885 0.044 7.145 0.000 0.782 
FAIR <-- satisfaction 0.891 0.047 7.362 0.000 0.794 
BENEFIT <-- satisfaction 0.837 0.050 7.569 0.000 0.700 
Chi-square (χ2) 11.480  

Degree of freedom (df) 2 
P 0.003 
Normed chi-square (CMIN/DF) 5.740 
Root mean square residual (RMR) 0.027 
Root mean square of error of estimation 
(RMSEA) 

0.149 

Standardised root mean square residual (SRMR) 0.018 
Goodness-of-fit index (GFI) 0.972 
Adjusted of goodness-of-fit index (AGFI) 0.861 
Normed fit index (NFI)  0.983 
Tucker-Lewis Index (TLI) 0.958 
Comparative Fit Index (CFI) 0.986 

Source: maximum likelihood estimation with Amos 4.0. 
 

The coefficient alpha for the satisfaction one factor congeneric model is high (0.91), as 

shown in Table 5.12, indicating that the variables are a good measure of satisfaction. 

Results suggest that all standardised regression weights of each of the variables for 

satisfaction were greater than 0.4 and variable reliabilities all above 0.5. That is, 

standardised regression weights and variable reliability indicated reasonably good 

measurement of satisfaction and provided evidence of convergent validity.  Goodness of 

fit indices also indicated that the model fitted the data well, with the p value, SRMR, 

GFI, AGFI, NFI, TLI and CFI all within acceptable level of criteria.  
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One-factor congeneric model of commitment.  The congeneric model of commitment 

has five indicators.  The structure of the one-factor congeneric model of commitment is 

presented in Figure 5.8 and the results of the confirmatory factor analysis of the 

measurement component of the commitment one factor congeneric model are 

summarised in Table 5.13.  

 

Figure 5.8 One-factor congeneric model of commitment 

Note: labels are in Table 5.6. 
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Table 5.13 Standardised and goodness of fit estimates of the ‘commitment’ one-

factor congeneric model 
Reliability- Cronbach alpha α = 0.912 
Standardised regression weight (β) 
 

S.E. C.R. p value Variable 
reliability 

COMMITMT <-- Commitment 0.892 0.039 7.114 0.000 0.630 
MAINTAIN <-- Commitment 0.890 0.038 7.184 0.000 0.731 
EFFORT <-- Commitment 0.701 0.071 9.571 0.000 0.491 
LOYALTY <-- Commitment 0.855 0.052 8.108 0.000 0.792 
LOOKALTN <-- Commitment 0.794 0.075 8.962 0.000 0.796 
Chi-square (χ2) 19.436  

Degree of freedom (df) 5 
P 0.002 
Normed chi-square (CMIN/DF) 3.887 
Root mean square residual (RMR) 0.034 
Root mean square of error of estimation 
(RMSEA) 

0.116 

Standardised root mean square residual (SRMR) 0.0220 
Goodness-of-fit index (GFI) 0.968 
Adjusted of goodness-of-fit index (AGFI) 0.903 
Normed fit index (NFI)  0.975 
Tucker-Lewis Index (TLI) 0.962 
Comparative Fit Index (CFI) 0.981 

Source: maximum likelihood estimation with Amos 4.0. 
 

The coefficient alpha for the commitment one factor congeneric model is high (0.91), as 

shown in Table 5.13, indicating internal reliability.  Results suggest that all standardised 
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regression weights of each of the variables for commitment were greater than 0.4.  

Variable reliabilities are all above 0.5, indicating these variables reflect the underlying 

trait of the construct. Further, goodness of fit indices also indicate that the model fitted 

the data with the p value, SRMR, GFI, AGFI, NFI, TLI and CFI all within acceptable 

level of criteria.  

 

One-factor congeneric model of propensity to stay.  The measurement of propensity 

to stay contains three indicators as shown in Figure 5.9.  The structure of the one-factor 

congeneric model of propensity to stay is presented in Figure 5.9 and the results of the 

confirmatory factor analysis of the measurement component of the propensity to stay 

one factor congeneric model are summarised in Table 5.14. 

 

Figure 5.9 One-factor congeneric model of propensity to stay 

Note: labels are in Table 5.6. 
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Table 5.14 Standardised and goodness of fit estimates of the ‘propensity to stay’ 
one-factor congeneric model 

Reliability- Cronbach alpha α=0.76 
Standardised regression weight (β) 
 

S.E. C.R. p value Variable 
reliability 

SIXMONTH <-- Propensity to stay 0.862 0.04 10.344 0.000 0.506 
COMPLY <-- Propensity to stay 0.454 0.04 10.344 0.000 0.740 
TWOYEAR <-- Propensity to stay 0.860 0.061 9.886 0.000 0.743 
Chi-square (χ2) 2.232  

Degree of freedom (df) 1 
P 0.135 
Normed chi-square (CMIN/DF) 2.232 
Root mean square residual (RMR) 0.022 
Root mean square of error of estimation (RMSEA) 0.076 
Standardised root mean square residual (SRMR) 0.005 
Goodness-of-fit index (GFI) 0.993 
Adjusted of goodness-of-fit index (AGFI) 0.959 
Normed fit index (NFI)  0.990 
Tucker-Lewis Index (TLI) 0.983 
Comparative Fit Index (CFI) 0.994 

Source: maximum likelihood estimation with Amos 4.0. 
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The coefficient alpha for propensity to stay is moderate (0.76), as shown in Table 5.14, 

indicating that the variables are a reasonably good measure of the construct.  Results 

suggest that all standardised regression weights of each of the variables for propensity 

to stay were greater than 0.4 and variable reliabilities all above 0.5, indicating these 

variables reflect the underlying trait of the construct.  That is, standardised regression 

weights and variable reliability indicated reasonably good measurement of propensity to 

stay and provided evidence of convergent validity.  Goodness of fit indices also indicate 

that the model fitted the data well, with the p value, SRMR, GFI, AGFI, NFI, TLI and 

CFI all within acceptable level of criteria. 

 

Reliability and validity of constructs in the models 
The next and final step before testing the full model in relation to the research 

propositions, was to examine the theoretical constructs of the model for reliability and 

validity. Reliability is the degree to which measures are free from random error, that is, 

systematic error does not affect reliability because it impacts on measurement in a 

consistent way, whereas random error produces inconsistency in measurement and 

lowers reliability (Malhotra 1999). Thus reliable measures of unobservable theoretical 

constructs assist me in obtaining a clear picture of true relationships between variables 

whereas random errors tend to obscure relationships. In turn, validity is the ability of a 

construct’s indicators to measure accurately the construct, that is, whether a variable 

measures what it is supposed to measure (Hair et al. 1998). Both reliability and validity 

were assessed in this research using SEM, because in contrast to the limitations of 

traditional assessment techniques, SEM allows researchers to examine the effects of 

latent variables on observed variables and partition error variance in the observed 

variables (Baumgartner & Homburg 1996; Bollen 1989).  

 

Reliability.  Reliability of this research’s instrument was checked to assure that it was 

free from random error and to provide consistent results (Zikmund 2000; Malhotra 

1999).  Four approaches were considered for this research: test-retest, alternative forms, 

split-sample and internal comparison method (Carmines & Zeller 1979) and the fourth 

approach was chosen.  The first two approaches require that the same test is given to the 

same people after a period of time and therefore it is inappropriate for this research 

because funds did not allow me to conduct the survey twice.  The third approach 

requires a larger sample than this study to examine the difference between correlations 

of the first and second halves of the sample and the correlation of odd and even items 
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(Zikmund 2000).  Consequently, the fourth approach was applied in this research by 

administering a single test of scale reliability, item reliability and construct reliability 

(Carmines & Zeller 1979). 

 

Reliability of scales.  Firstly, the Cronbach coefficient alpha, one of the most commonly 

used statistics, was used to assess the reliability of the measuring scales with multiple 

items (Hayes 1998).  It indicates the degree of consistency of the observed variables 

(Carmines & Zeller 1979).  In exploratory research such as this research, modest 

reliability in the range of 0.5 to 0.6 is sufficient while a coefficient showing good 

reliability is above 0.7 in an applied setting (Hair et al. 1998).  

 

Cronbach reliability tests were performed on all of the variables in this research and are 

summarised in Table 5.15.  In Table 5.15, original and composite reliabilities refer to 

the constructs before and after confirmatory factor analysis (CFA) that will be discussed 

later in Section 5.3.4. The composite reliability values of all constructs were between 

0.78 and 0.9, indicating higher internal consistency than the original reliabilities. 

Moreover, there are three reliabilities within the range of 0.7 to 0.8 with the rest falling 

in the range of 0.84 – 0.95 that were acceptable by usual business research standards 

(Zikmund 2000).  

 

Table 5.15 Reliability of the variables 
Variables Original 

reliability 
Composite 
reliability 

Functional level of internet use 0.72 0.79 
Communication 0.91 0.93 
Dependence 0.89 0.95 
Trust 0.86 0.91 
Satisfaction 0.91 0.93 
Commitment 0.91 0.93 
Asset specificity 0.78 0.84 
Propensity to stay 0.76 0.78 
Source: Analysis of field data. 
 

Item reliability. Item reliability was assessed through squared multiple correlation 

coefficients (SMCs) for the observed or measured variables, where the measured 

variable is the dependent variable and the latent variable is the independent variable 

(Bollen 1989; Tabachnick & Fidell 2001). Each SMC is interpreted as the reliability of 

the measured variable, and as the proportion of variance in the measured variable that is 

accounted for by the latent variable. An SMC of <0.5 corresponds to an error variance 
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that exceeds the variation in the measured variable explained by the latent variable 

(Byrne 2001). Table 5.16 shows the SMCs for the variables in the main model. 

 

Table 5.16  Squared multiple correlation coefficients for model two, for each 
sample with SMCs < 0.5 in bold 

Latent and observed 
variable name 

Observed or measured variable description SMCs 
 

Level of internet use 
VIEWBALN View account balances, transactions and interests 0.1 
PAYSALA Pay organisation's salaries and invoices 0.1 
TRAFNDIN Transfer funds between accounts held at the same bank 0.1 
TRAFNDOU Transfer funds between accounts held at different bank 0.2 
SCHEFND Schedule funds transfer and bill payment to a future date 0.5 
REGUPAY Establish transfer groups for future and regular payments 0.5 
ORDERSTA Order printed statements 0.2 
CUSTREPT Creat customied account reports 0.4 
Asset specificity 
ENDRELAT It would be more disruptive to respondent's operation to 

end the business relationship with this bank 
0.7 

INVESTMT The investment the respondent has made to do business 
with this bank is more significant 

0.6 

MECHANIS The mechanisms that the respondent has set up for doing 
business with this bank would make it more difficult to 
end the relationship with this bank 

0.5 

SWICHCOS The total cost of switching to an alternative business 
would be larger for the respondent 

0.3 

Dependence 
CRUCIAL It is more crucial for the future success of business 0.6 
OPERATIO  
 

The bank is more important to the operation of 
respondent's business 

0.9 

DEPENDEN  Respondents are more dependent on the bank than before 
adopting the internet 

0.6 

ROLE  The bank plays a more important role in respondent's 
business 

0.6 

Communication 
ACCURACY Accuracy of communication through using the internet 0.5 
CREDIBLE Credibility of communication through using the internet 0.3 
RELEVANC Relevancy of communication through using the internet 0.7 
RELIABLE Reliability of communication through using the internet 0.8 
COMPLETE Completeness of communication through using the internet 0.6 
ADEQUATE Adequacy of communication through using the internet 0.8 
Trust 
ENTRUST Respondent is more convinced that this bank respects 

confidentiality of information received 
0.4 

RESPECT The bank earned respondent's trust more 0.5 
LOOKOUT The respondent is more confident in the accuracy of 

information provided to them through the internet 
0.6 

CONFIDEN The respondent feels that this bank looks out for their 
interest more 

0.9 

Satisfaction 
SATISFAC The respondent is more satisfied with their relationship 

with this bank 
0.8 

BETTER This bank is a better bank to do business with 0.8 
FAIR Overall, this bank is more fair with the respondent 0.8 
BENEFIT This bank's policies and program benefit the respondent 

more 
0.7 

Commitment 
COMMITMT Respondent is more committed to the relationship with this 0.6 
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bank 
MAINTAIN Respondent intends to maintain their relationship with this 

bank more 
0.7 

EFFORT Respondent believes that their relationship with this bank 
deserves more of their effort to maintain 

0.5 

LOYALTY Respondents has a stronger sense of loyalty towards this 
bank 

0.8 

LOOKALTN Respondent is less often on the look-out for an alternative 
to this bank 

0.8 

Propensity to stay 
SIXMONTH The chances of the respondent staying in the relationship 

with this bank in the next six months is high 
0.2 

COMPLY In the future, the respondent will be more likely to comply 
with policies that this bank establishes for their services 

0.7 

TWOYEAR The chances of the respondent staying in the relationship 
with this bank in the next two years is high 

0.7 

Source: analysis of survey data collected for this research. 
 

Overall, Table 5.16 shows that good item reliability is reported for the observed 

variables, for no more than 10 of the 42 measurement variables have SMCs less than 

0.5.  An exception is the latent variable of level of internet use that exhibits some error 

variance.  One possibility is that this scale was established for the first time in the 

context of business internet banking, in this research (Section 4.3.1). Because some 

measurement items in this latent variable have good item reliability and because the 

items were carefully developed (Section 4.3.1), it will be accepted for this research but 

with a caution about its applicability in later research (Section 6.5.2). 

 

Construct reliability. In addition to assessing item reliability, researchers are 

encouraged to report at least one measure of construct reliability based on estimated 

model parameters (Baumgartner & Homburg 1996). Accordingly this research reports 

variance extracted which reflects the overall amount of variance in the measurement 

indicators accounted for by the latent construct relative to the amount of measurement 

error: a commonly reported threshold value is 0.5 (Hair et al. 1998). That is, if the 

variance extracted estimate is less than 0 .5, then the variance due to measurement error 

is larger than the variation in the indicators explained by the latent construct.  Table 

5.17 shows the variance extracted for each latent variable of the alternative model of 

this research. 

 

Table 5.17 Variance extracted for each latent variable 
Latent variable Variance extracted 
Level of internet use 0.4 
Communication 0.6 
Dependence 0.8 
Asset specificity 0.6 
Trust 0.8 
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Satisfaction 0.9 
Commitment 0.8 
Propensity to stay and comply 0.6 
Source: developed for this research. 
 
The variance extracted for level of internet use is 0.4, indicating that the variance due to 

measurement error is larger than the variation in the indicators explained by this latent 

variable. This result confirms the poor readings on item reliability for the latent variable 

of level of internet use noted above. On the other hand, the variance extracted for the 

other five latent variables is greater than 0.5, ranging from a low of 0.6 to a high of 0.9, 

implying that the variance due to measurement error is less than the variation in the 

indicators explained by these latent constructs.  

 

Validity.  Convergent validity is a measure of construct validity (Malhotra 1999) and is 

the extent to which a measure of some characteristic correlates or converges with other 

measures of the same characteristic (Aaker, Kumar & Day 2001). Moreover, convergent 

validity exists when each measurement indicator’s estimated pattern coefficient on its 

posited underlying latent variable is significant, that is, greater than twice its standard 

error (Anderson & Gerbing 1988). In this research, each variable has a critical ratio 

larger than twice its standard error as shown in Appendix 5.5, indicating that convergent 

validity was achieved.   

 

On the other hand, discriminant validity estimates the degree to which a measure does 

not correlate or converge with other constructs from which it is supposed to be different 

(Malhotra 1999). For this research, there was no correlation between each construct in 

the main model.  Thus discriminant validity was not assessed by the conventional 

procedure.  However, some researchers suggest that the standard factor loading of 

observed variables on latent variables can be used to estimate validity of observed 

variables (Doll & Xia 1997). In this research, only 2 out of 39 variables have 

standardised regression weights less than 0.5.  Most of the standardised regression 

weights were appropriately between 0.5 and 0.9 as shown in Appendix 5.5.   

 

In summary, in the first stage of SEM for this research, one-factor congeneric 

measurement models were used to reduce the 42 observed variables down to a smaller 

number of variables which will be then used in structural equation models in the next 

step.  The greatest number of composite variables in any one congeneric measurement 

models was eight and there were seven composite variables used in the main, structural 
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model which investigated the inter-relationships amongst these composites.  For any of 

these models, the sample size of 215 was sufficient for parameter estimation and model 

fitting.  In this first stage of SEM, clarification of the measurement models were made 

before proceeding to the main full model (Anderson & Gerbing 1988; Bagozzi 1994; 

Baumgartner & Homburg 1996).  

 

5.3.4   Step four: structural model evaluation 

The development of one-factor congeneric measurement models in the last section has 

reduced data and obtained a manageable number of valid, more reliable, composite 

variables which can be used in the final step of evaluating structural models (Anderson 

& Gerbing 1988; Kline 1998). This section reports the results of the second stage of 

SEM, the estimation of the intermediate and full structural models as well as competing 

structural models. Specifically, four issues are considered in this process: composite 

score construction and assessment of composite scales’ distribution normality, 

estimating the main model, estimating the competing model and modification of the 

model.  The following is a discussion of each of these issues. 

 

Composite score construction.  Now that all of the one factor congeneric models for 

all constructs have been validated as being good estimates of the underlying latent 

constructs, the next step involves calculating the composite scores (Jöreskog & Sörbom 

1989).  The composite reliability was calculated using the factor score weights, implied 

covariance matrix, the variance estimate and covariance estimate produced from AMOS 

for each of the one factor congeneric models.  The composite score calculations are 

explained in detail in Appendix 5.6.  The regression coefficients, lambda (λ), and the 

measurement error variances, theta (δ), associated with each composite variable were 

then calculated and listed in Table 5.18. 

 

The maximised measures of scale reliability for all constructs were acceptable, ranging 

from 0.78 to 0.95 (column 6 of Table 5.18), suggesting that all twelve sets of indicator 

variables were reliable measures of the underlying latent traits. Note that in all cases the 

maximised reliability coefficient is larger than the unit weighted reliability coefficient 

but in some cases the difference is small (see also Table 5.18).  The last two columns of 

Table 5.18 show the regression coefficients (loadings) of each of the 8 composite scores 

on their respective latent variable together with the measurement error variance terms.  
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These values can now be used as fixed parameters in the measurement part of structural 

equation models.  

 

Table 5.18 Composite variable reliability, lambda and theta 

Composite variable 
 

Mean Std. Deviation Variance 
Composite 
Reliability Lambda Theta 

Internet use 
 

4.599 1.109 1.230 0.785 0.993 0.244 

Communication 
 

4.640 1.156 1.337 0.933 1.117 0.090 

Dependence - positive 
 

3.960 1.405 1.975 0.954 1.373 0.091 

Asset specificity 
 

4.098 1.072 1.149 0.839 0.982 0.185 

Trust 
 

4.178 1.156 1.337 0.912 1.105 0.118 

Satisfaction 
 

4.233 1.127 1.269 0.929 1.086 0.090 

Commitment 
 

4.206 1.065 1.134 0.929 1.026 0.081 

Propensity to stay 
 

4.689 1.180 1.391 0.782 1.043 0.303 
Source: developed from this research. 
 

After completing the procedure for all sets of indicator variables, I had composite scores 

for all 8 latent variables were obtianed. Using this procedure, it was then possible to use 

composite scale reliabilities to fix the composite variables or factor regression 

coefficients (lambdas) and measurement errors (thetas) in the hypothesised models.   

These composite scores were used in structural models which looked at the relationships 

amongst these latent variables.  As discussed in Section 5.3.3, using composite scales 

reduces the number of parameters in the model, which increases the parsimony of the 

model (Holmes-Smith & Rowe 1994).  

 

In brief, the use of one-factor congeneric measurement models in the formation of 

composite variables has a number of advantages in addition to their ability to reduce the 

number of observed variables down to a manageable level.  These advantages included 

the validation of composite variables and the maximisation of composite scale 

reliability.   

 

Assessment of the distribution of the composite variables.  Following the estimation 

of the congeneric measurement models, this section assesses the distributional 

properties of the composite variables that were used to estimate the structural models.  

The univariate summary statistics for the composite variables are presented in Table 
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5.19.  Based on the standard deviations, there appears to be a substantial amount of 

variation in each of the composite variables and some departures from normality.  For 

example, the critical ratio of kurtosis for four composite scales is greater than 1.96, 

indicating a significant departure from normality.  However, because the distribution 

result is asymptotic and not exact, some allowance for nonnormality can be made (Raz 

2002).  In addition, the use of maximum likelihood estimation (ML) in this research 

moderated its effects (Anderson & Gerbing 1988; Kline 1998). 

 

Table 5.19 Multivariate distribution for composite variables 
Composite 
scales for each 
construct 

Min Max Skew Cr Kurtosis Cr 

CIU 1.268 7.000 0.054 0.323 0.341 1.020 

CCOMMUN 1.000 7.000 -0.423 -2.531 1.565 4.685 

CDEP 1.347 6.945 -0.098 0.166 0.250 0.330 

CAS 1.427 7.007 0.251 1.503 0.308 0.922 

CTRUST 0.999 6.993 -0.076 -0.455 1.361 4.075 

CSAT 1.000 7.000 -0.287 -1.720 1.473 4.410 

CCOMMIT 1.001 6.821 -0.297 -1.775 1.164 3.483 

CSTAY 1.279 7.000 0.159 0.952 0.056 0.168 

Source: analysis of survey data. 
 

Estimating main model and testing of its hypotheses 

After data had been evaluated against the assumption of SEM, the next step was to 

estimate the main model and assess overall model fit (Hair et al. 1998).  This section 

presents the results of the full hypothesised model (Figure 5.10) and the competing 

model developed in Chapter 2. In addition to testing measurement models, two 

intermediate structural models were assessed to see if they have acceptable goodness of 

fit before the full hypothesised model was tested (Anderson & Gerbing 1988).  The 

results of the intermediate model testing are included in Appendix 5.7.  

 

Estimating the main model. The main structural model in Figure 5.10 shows the latent 

constructs: level of internet use, communication, dependence, trust, satisfaction, 

commitment and propensity to stay.  The diagram of the main model in Amos is 

illustrated in Appendix 5.8. As shown, the lambda and theta values were fixed to the 

composite scales scores and only the beta matrices estimated.  Fitness measures of this 

main model are shown in Table 5.20.   
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Table 5.20 Fitness measure for the main model 
Fit measure   

Chi-square (χ2) 8.922 Acceptable 
Degree of freedom (df) 10 Acceptable 
P 0.540 Acceptable 
Normed chi-square (CMIN/DF) 0.892 Acceptable 
Root mean square residual (RMR) 0.023 Acceptable 
Root mean square of error of estimation 
(RMSEA) 

0.001 Acceptable 

Standardised root mean square residual (SRMR) 0.016 Acceptable 
Goodness-of-fit index (GFI) 0.989 Acceptable 
Adjusted of goodness-of-fit index (AGFI) 0.969 Acceptable 
Normed fit index (NFI)  0.987 Acceptable 
Tucker-Lewis Index (TLI) 1.003 Acceptable 
Comparative Fit Index (CFI) 1.000 Acceptable 

Source: analysis of survey data. 
 

The fitness indices indicate that the data fit well with the survey data.  All overall 

goodness-of-fit statistics were within acceptable fit as tabulated in Table 5.20.  The χ2/df 

was under 3.0, with RMSEA and SRMA equaling less than 0.08 and 0.1 respectively.  

This result was supported by the values of normed fit index (NFI) and the other fit 

indices that were well above the desired level, indicating support for the model.  

Overall, these results suggest that the main model can be assessed as being adequate.   

 

Modifying the model.  After model assessment, the next step I considered was to 

modify the model according to the modification indices to improve model fit (Hair et al. 

1998).  However, modifying the model has to be driven by theory rather than the survey 

data (Diamantopoulus 1994; Tabachnick & Fidell 2001; Jöreskog & Sörbom 1996).  If 

substantive theory suggests a variable or a relationship should be included in a model, it 

should be left there even if it does not contribute to the overall fit of the model 

(Jöreskog & Sörbom 1996).  Because there was no theory to support any modification 

indice-driven changes in this research, none was made.  In any case, the modification 

indices were quite small with no index for the eleven main paths in the structural model 

exceeding criteria.  That is, there was no correlation between the individual exogenous 

constructs in the main model.  Therefore, the discussion will now proceed to the 

competing model developed from the literature and first stage research in previous 

chapters. 
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Figure 5.10 Amos output of the main model 

Note: path regression weights are in bold; factor regression coefficients and measurement errors  
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Estimating the competing model.  The model tested in the previous section is refereed 

to as the main model because all constructs are included in the model and paths are also 

proposed between the constructs.  Alternatively, a competing model was developed and 

tested to ensure the model with the best explanatory power was accepted (Bollen & 

Long 1992; Hair et al. 1998; Morgan & Hunt 1994).   The competing model developed 

in Section 2.4 and illustrated in Appendix 2.5, involves adding the construct of asset 

specificity to the main model.  That is, the model is suggesting that the association 

between internet use and dependence is mediated by asset specificity.  The results of 

competing model evaluation are shown in Table 5.21 and discussed next. 

 

The results show that the competing model had a poorer fit than the main model with 

only one of the indices meeting the established criteria. This comparison was achieved 

by constructing a chi-square difference test.  The test statistic is computed by 

subtracting the chi-square of the revised model from the chi-square of the competing 

model.  The degrees of freedom for the test are given by the difference in degrees of 

freedom for the two models.  It is assumed that the chi-square difference statistic 

follows a chi-square distribution.  As shown in Table 5.21, the chi-square difference is 

42.453 with 6 degrees of freedom.  This exceeds the critical value, which for 6 degrees 

of freedom is 14.22.  This result indicates that the revised model has significantly better 

fit to the sample data than the competing model.  Therefore the competing model will 

not be further discussed in the rest of this thesis. 

 

Table 5.21 Comparison of fit measures for main and competing model 
Fit measure Main  model Competing model 

Chi-square (χ2) 8.922 51.357 
Degree of freedom (df) 10 16 
P 0.540 0.000 
Normed chi-square (CMIN/DF) 0.892 3.210 
Root mean square residual (RMR) 0.023 0.140 
Root mean square of error of estimation 
(RMSEA) 

0.001 0.102 

Standardised root mean square residual (SRMR) 0.016 0.1060 
Goodness-of-fit index (GFI) 0.989 0.947 
Adjusted of goodness-of-fit index (AGFI) 0.969 0.881 
Normed fit index (NFI)  0.987 0.932 
Tucker-Lewis Index (TLI) 1.003 0.914 
Comparative Fit Index (CFI) 1.000 0.951 

Source: analyses of survey data. 
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Testing hypotheses of the main model 

Estimating the main model revealed that 7 of 11 paths were statistically significant.  

These results are show in Table 5.22.  As can be seen, four paths were not significant 

(and had p value that were greater than 0.05).  These paths were from internet use to 

dependence, internet use to trust, internet use to satisfaction and trust to commitment.  

 

Table 5.22 Standardised estimates of the main model 
Standardised regression weight (β) 
 

S.E. C.R. p value 

H1.1 Communication <-- Internet use 0.362 0.077 4.698 0.000 
H1.2 Dependence <-- Internet use 0.102 0.062  1.651 0.099 
H1.3 Trust <-- Internet use 0.059 0.080 0.745 0.456 
H1.4 Satisfaction <-- Internet use -0.061 0.052 -1.171 0.242 
H2.1 Trust <-- Communication 0.458 0.072 6.326 0.000 
H2.2 Satisfaction <-- Trust 0.862 0.049 17.608 0.000 
H2.3 Dependence <-- Satisfaction 0.620 0.057 10.940 0.000 
H3.1 Commitment <-- Dependence 0.175 0.056 3.142 0.002 
H3.2 Commitment <-- Trust -0.022 0.092 -0.241 0.810 
H3.3 Commitment <-- Satisfaction 0.790 0.102 7.734 0.000 
H3.4 Propensity to 

stay 
<-- Commitment 0.175 0.056 3.142 0.002 

Source: analysis of survey data. 
 

In brief, the following seven hypotheses were supported by the model.  All the inter-

construct relationships are positive.   

H 1.1: Level of internet use is positively associated with communication. 

H 2.1: communication is positively associated with trust in an internet environment. 

H 2.2: trust is positively associated with satisfaction in an internet environment. 

H 2.3: satisfaction is positively associated with dependence in an internet environment. 

H 3.1: dependence is positively associated with commitment in an internet environment. 

H 3.3: satisfaction is positively associated with commitment in an internet environment. 

H 3.4: commitment is positively associated with propensity to stay in an internet 

environment.  

 

The following four hypotheses were rejected because the paths are not significant: 

H 1.2: Level of internet use is negatively associated with dependence. 

H 1.3: Level of internet use is positively associated with trust 

H 1.4: Level of internet use is positively associated with satisfaction 

H 3.2: Trust is positively associated with commitment in an internet environment. 
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The following section discusses the final hypothesis about the moderating effect of 

length of internet use on impact of level of internet use on relational constructs (H1.5). 

 

Multigroup analysis.  As discussed in Chapters 2 and 3, the impact of B2B internet use 

on the relational bonds is hypothesised to be moderated by the length of B2B internet 

use (Section 2.4.3) in hypothesis 1.5. For example, relationship disruption may occur 

during the early stage of the adoption of organisational information systems including 

the internet but over time, relationship strength increases as exchange partners adjust to 

the change (Vlosky & Wilson 1999).   

 

To test this influence of length of internet use on the main model, the data were split 

into two groups, those who have used the internet for a longer period of time and those 

for a shorter period of time.  The mean score of 2 for length of internet use was the 

dividing point between the two groups.  The mean was selected as the cut-off to ensure 

that the two groups were different from each other and reflected each end of the length 

of internet use spectrum.  There were 105 respondents with a score higher than the mean 

of 2 and 110 with a score of 2 or lower.  The mean score for involvement in each of the 

two groups was 2.1 for long period of internet use and 4.7 for short period of internet 

use, indicating that the mean score cut-off discriminated effectively between the two 

groups. 

 

The groups were then tested for differences to identify the paths significantly moderated 

by length of internet use using a chi-square difference test. This was done by 

constraining a path coefficient in both groups to be equal.  The chi-square statistic from 

the unconstrained model was then compared with the chi-square statistic of the 

constrained model to identify if it was significantly different.   

 

The difference in the chi-square of each group was then tested for significance at one 

degree of freedom using the chi-square tables with scores greater than 3.84 being 

significant (Holmes-Smith 2000). While the beta coefficients of many of the paths 

looked to be quite different as shown in Table 5.24, only two were significantly 

different - the path from level of internet use to dependence and level of internet use to 

trust.  This result indicates that length of internet use has a moderating influence on 

these two paths in the model.  Thus, hypothesis 1.5 that the impact of B2B internet use 
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on the relational bonds is moderated by length of B2B internet use is only partly 

supported.  Implications of this result are discussed in the next chapter. 

 

Table 5.23 Standardised regression weights for paths in long and short internet use 
groups 

Path Long Short Chi-
square 

difference 
H1.1 Communication <-- Internet use 0.49 0.26  
H1.2 Dependence <-- Internet use 0.38 0.46 * 
H1.3 Trust <-- Internet use 0.31 -0.02 * 
H1.4 Satisfaction <-- Internet use 1.054 0.825  
H2.1 Trust <-- Communication -0.166 -0.045  
H2.2 Satisfaction <-- Trust 0.307 0.027  
H2.3 Dependence <-- Satisfaction 0.456 0.664  
H3.1 Commitment <-- Dependence 0.747 0.902  
H3.2 Commitment <-- Trust 0.085 -0.138  
H3.3 Commitment <-- Satisfaction 0.185 0.146  
H3.4 Propensity to 

stay 
<-- Commitment 0.779 0.310  

Note: * Significant differences between the two groups. 
Source: developed from data analysis. 
 

Re-estimating the main model using bootstrapping 

The main model was also estimated using the bootstrapping procedures discussed in 

Section 5.3.3. These procedures were used to examine the strength of paths and 

determine if the model was supportable with significant confidence.  The main model in 

Figure 5.10 is re-estimated using Amos’ bootstrap procedure.  The results of confidence 

intervals for estimated paths of latent constructs, bootstrapped standardised regression 

weights and the Bollen-Stine procedure provided further support for the strength of the 

main model.  A detailed description of these results is included in Appendix 5.9. 

 

Summary.  In summary, the various measures of overall model goodness-of–fit and the 

strength of paths provided sufficient support for it as an acceptable representation of the 

hypothesised constructs and their relationships.  Table 5.24 summarises the results of 

the testing of the research hypotheses to address the three research issues.  Some of 

these results provide good support for the hypotheses, although the paths from the level 

of internet use to dependence, trust satisfaction, and from trust to commitment are not 

supported.  Hypothesis 1.5 is only partly supported. 
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Table 5.24 Summary of findings for research issues and hypotheses 
Research Issues Research hypotheses Result 
RI 1: How does the 
level of internet use 
affect structural and 
social bonds in an 
inter-firm 
relationship? 
 

H1.1: Level of internet use is positively associated with 
communication  
H1.2: Level of internet use is negatively associated with 
dependence 
H1.3: Level of internet use is positively associated with trust 
H1.4: Level of internet use is positively associated with 
satisfaction 
H1.5: the impact of B2B internet use on the above relational 
bonds is moderated by length of B2B internet use 

Supported 
 

Rejected 
Rejected 
Rejected 

 
 

Only partly 
supported 

RI2: How do 
structural bonds 
interact with social 
bonds in an internet 
environment? 
 

H2.1: communication is positively associated with trust in an 
internet environment 
H2.2: trust is positively associated with satisfaction in an internet 
environment  
H2.3: satisfaction is positively associated with dependence in an 
internet environment  

Supported 
 

Supported 
 

Supported 
 

RI 3: How do 
structural and social 
bonds determine 
relationship outcomes 
in an internet 
environment? 

H3.1: dependence is positively associated with 
commitment in an internet environment 
H3.2: trust is positively associated with commitment in an 
internet environment 
H3.3: satisfaction is positively associated with commitment 
in an internet environment  
H3.4: commitment is positively associated with propensity 
to stay in an internet environment 

 Supported 
 

Rejected 
 

Supported 
 
 

Supported 

Source: table 2.13 and analysis of survey data collected for this research. 
 
5.4 Conclusions 
This chapter reported the results of the data analysis for the major study of this research.  

Firstly, the data were coded and cleaned.  This data preparation stage found some 

missing data which did not impose a serious problem. There were also some departures 

from normality in the data and a maximum likelihood estimation technique from Amos 

was used,  as it is particularly robust to such departures form normality.   

 

After the data were prepared, preliminary analysis was conducted and a profile of 

respondents was developed and analysed in terms of representativeness of the sample. 

Structural equation modeling was then used to test the main and competing models 

developed during the literature review and the exploratory research.  The results of this 

analysis indicated that the main model which excluded the construct of asset specificity 

seemed to be more useful than the competing model with dependence.  Finally, the 

research hypotheses were confirmed and disconfirmed through the results of SEM.  The 

implications of these results are discussed in the next and final chapter. 
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Chapter 6 Conclusions and implications 

6.1 Introduction 

This research was designed to address the research problem: How does internet use 

impact on inter-firm relationships in service industries? This final chapter reports the 

outcomes generated in response to this research problem. 

 

Chapter 1 covered the background of the research project, setting the scene for this 

research.  The research problem was defined and research issues outlined.  The 

importance of this research was discussed in terms of the potential for and the lack of 

prior research about the topic.   

 

In turn, Chapter 2 reviewed the extant literature relating to the research problem and 

identified gaps in the theory.  The chapter commenced with an overall introduction to e-

commerce and e-business.  The two parent theories of internet marketing and 

relationship marketing were reviewed to find there is a lack of empirical examination of 

the impact that internet use has on inter-firm relationships. Based on this extant 

literature, the theoretical foundations for this research were established and three 

research issues were derived.   This preliminary framework was shown as Figure 2.6 in 

Section 2.4.3 and research issues are shown in Table 6.1. 

 

Table 6.1 List of research issues for this research 
Research 
issue no. 

Research issue 
 

1 How does internet use affect structural and social bonds in an inter-firm 
relationship? 

2 How do structural bonds interact with social bonds in an internet environment? 
3 How do structural and social bonds determine relationship outcomes in an internet 

environment? 

Source: developed for this research. 
 

Next, Chapters 3 and 4 justified the use of a two-stage research design for this research.  

The convergent interviewing methodology was used in the first stage of this research, as 

described in Chapter 3.  Findings from the convergent interviews were used to confirm 

the theoretical framework initially developed in Chapter 2.  Stage two of the research 

used a field survey methodology.  Chapter 4 presented justification for this 

methodology and described the steps taken in conducting the survey.  Then Chapter 5 

analysed the stage two data: preliminary analysis, the structural equation modeling 



results for the measurement and structural models, and testing of hypotheses in the main 

model.   

 

In this final chapter, conclusions are made about each of the three research issues. This 

section compares and contrasts this research’s findings in Chapters 3 and 5 with the 

literature to highlight similarities and differences and to show where this research 

advances the existing literature and therefore makes contributions to the body of 

knowledge.  Particular reference is made to the contribution of this research to 

understanding the research problem (Section 6.3).  The chapter concludes with 

implications of the findings for theory, practice and policy (Section 6.4), a discussion on 

the limitation of the research and recommendations for further research (Section 6.5).  

An outline of Chapter 6 with section numbers and their interrelationships is depicted in 

Figure 6.1. 

 

Figure 6.1 Outline of Chapter 6, with section numbers and their interrelationships 
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6.2 Conclusions about the three research issues and research problem 

This section outlines the contributions of this thesis by comparing the results of this 

research reported in Chapters 3 and 5, with the literature reviewed in Chapter 2.  This 

comparison is summarised in Table 6.2.  

 

Research issues are treated at three levels in the extant literature (column 2 of Table 

6.2).  A research issue may have been investigated in some depth in the generic 

literature but not investigated in an internet environment.  In contrast, they may also be 

speculated on, or implied or mentioned in passing but not empirically investigated in 

either generic or internet literature.  In further contrast, a research issue may have 

attracted minor or no prior research, indicating an important area for contribution by this 

research.  

 

Related to these three levels of treatments in the literature, this research makes three 

levels of contributions (column 3 of Table 6.2).  The first level of contribution is 

confirmation and/or disconfirmation of expectations about a phenomenon that has been 

investigated in some depth in the generic literature.  This level of contribution is 

referred to in Table 6.2 as ‘to minor extent’.  The next level of contribution concerns an 

issue about which there was only speculation or limited empirical investigation in the 

literature.  This level of contribution adds to the literature and is labelled as ‘to some 

extent’ in Table 6.2.  The last level of contribution involves a new area where minor 

research has been done.  It therefore advances the literature and is labelled as ‘to great 

extent’ in Table 6.2.  In brief, the three levels of contribution this research makes are, in 

ascending level of importance: 

• confirmations/disconfirmations, 

• additions, and  

• advances. 

 

Incidentally, only literature published up to June 2001 when the main stage of data 

collection and analysis began, was reviewed in Chapter 2 to develop the frameworks 

and research issues in that chapter. More recent literature has been incorporated in this 

chapter’s discussion. 
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Table 6.2 Contributions made by this research 
Research issues and 
conclusions made for each 
research issue and final 
hypotheses within it 

Status of research in the extant literature Extent of 
contribution 
Of this 
research to 
current 
knowledge 

RI 1 How does internet use affect structural and social  bonds in an inter-firm relationship? 
Conclusion 1.1: level of 
internet use is positively 
associated with communication  

Speculated on, or implied or mentioned in passing  
 

 
To some extent 

Conclusion 1.2: level of 
internet use has little effect on 
dependence 

Speculated on, or implied or mentioned in passing  
To some extent 

Conclusion 1.3: level of 
internet use has little effect on 
trust 

Speculated on, or implied or mentioned in passing  
To some extent 

Conclusion 1.4: level of 
internet use has little effect on 
satisfaction 

Speculated on, or implied or mentioned in passing  
To some extent 

Conclusion 1.5: the impact of 
B2B internet use on 
dependence and trust is 
moderated by length of B2B 
internet use 

Minor prior research on the moderating effect of length 
of internet use on relational bonds 

To great extent 

RI 2 How do structural bonds interact with social bonds in an internet environment? 
Conclusion 2.1: internet-
facilitated communication is 
positively associated with trust 

Investigated in some depth in generic literature 
 
Minor prior research on internet-facilitated 
communication on trust in inter-firm relationships 

To minor extent 
 
To great extent 

Conclusion 2.2: trust is 
positively associated with 
satisfaction in an internet 
environment 

Investigated in some depth in generic literature 
 
Minor prior research on internet-facilitated trust on 
satisfaction in inter-firm relationships 

To minor extent 
 
To great extent 

Conclusion 2.3: satisfaction is 
positively associated with 
dependence in an internet 
environment 

Investigated in some depth in generic literature 
 
Minor prior research on internet-facilitated trust on 
satisfaction in inter-firm relationships 

To minor extent 
 
 
To great extent  

RI 3 How do structural and social bonds determine relationship outcomes in an internet environment? 
Conclusion 3.1: dependence is 
positively associated with 
commitment in an internet 
environment 

Investigated in some depth in generic literature 
 
Minor prior research on the relationship between 
dependence and commitment in an internet environment 

To minor extent 
 
To great extent  

Conclusion 3.2: trust is not 
associated with commitment in 
business internet banking 
context 

Investigated in some depth in generic literature 
 
Minor prior research on the relationship between trust 
and commitment in an internet environment 

To minor extent 
 
To great extent  

Conclusion 3.3: satisfaction is 
positively associated with 
commitment in an internet 
environment 

Investigated in some depth in generic literature 
 
Minor prior research on the relationship between 
satisfaction and commitment in an internet environment 

To minor extent 
 
To great extent  

Conclusion 3.4: commitment is 
positively associated with 
propensity to stay in an internet 
environment 

Investigated in some depth in generic literature 
 
Minor prior research on the relationship between 
commitment and propensity to stay in an internet 
environment 

To minor extent 
 
To great extent  

Note: generic literature = non-internet literature 
Source: developed for this research from the literature synthesis in Chapter 2 and analysis of 
field data in Chapters 3 and 5. 
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6.2.1 Research issue 1 – the impact of internet use on social and structural bonds  

The first research issue concerns the impact of internet use on the structural bonds of 

communication, dependence and social bonds of trust and satisfaction.  Three main 

conclusions can be made from the findings about this research issue. 

 

Conclusion 1.1: the level of internet use is positively associated with 

communication.  The first conclusion relates to the relationship between the level of 

internet use and communication quality.  The literature suggested that internet 

technologies are different from other information technology systems in terms of the 

way they transform business communication (Morgan 1996; Sahay, Gould & Barwise 

1998).  The interactivity and customisation elements of the internet not only enhance the 

interchange of information between partners (Ratnasingham 1998; Teich, Wallenius & 

Wallenius 1999), but also overcome time and geographic limitations and multimedia 

transmission (Poon & Swatman 1996). 

 

In turn, the findings of this research suggest that internet use increases communication 

quality and the amount of information that can be shared among all relevant parties 

(Sections 3.7.2 and 5.3.4), agreeing with the literature noted above.  However, the 

internet is a new communication medium that cannot replace other traditional 

communications media in building relationships between exchange partners. More 

precisely, the internet appears to be used little for communications in the initial stages 

of relationship development but is more frequently used when the relationship has been 

established (Section 3.7.2).   

 

In addition, confirming the literature, the internet’s distinctive characteristics of 

interactivity and speed provide opportunities for using this communication medium as 

both a formal and informal tool for communication (Bickerton, Bickerton & Simpson-

Holley 1999; Evans & King 1999).  This, in turn, has a positive effect on 

communication quality, particularly when a large volume of information can be shared 

between parties. The internet also enhances participation in that it can be used to 

involve a larger number of people to participate in problem solving and decision 

making, however, it does not improve the quality of their participation (Section 3.7.2). 
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In summary, the findings of this research support the hypothesis that the level of 

internet use is positively associated with communication (Section 5.3.4). That is, a 

positive association is revealed between the level of internet use and communication 

and thus this research adds to the literature by showing a strong association between 

internet use and communication between exchange partners in a B2B setting (Leek, 

Turnbull & Naude 2002). It also adds to the literature by identifying that internet use 

significantly improves communication quality in terms of completeness, credibility, 

accuracy, timeliness and adequacy of communication flows in established inter-firm 

relationships. 

 

Conclusion 1.2: level of internet use has little effect on dependence. The second 

conclusion for research issue 1 relates to the impact of the level of internet use on the 

extent to which exchange partners are dependent on one another.  The literature 

suggested that the internet empowers buyers to find lower price suppliers at lower 

search costs and thus serves as a relatively cost-effective, alternative form of 

information-gathering for businesses (Hoffman & Novak 1996) and facilitates 

replacability of an exchange relationship (Poon & Swatman 1996).  That is, 

communication efficiencies through the internet may increase the number of suppliers 

with which a buyer firm can effectively and efficiently exchange. Thus, emerging 

internet-based inter-firm networks would reduce supplier power (Bakos 1991; Poon & 

Swatman 1996) and dependency on a single supplier or a single buyer may be reduced 

(Ratnasingham 2000).  But there has been no empirical testing of these positions. 

 

In turn, the findings of this research disconfirm the literature.  This research found that  

while internet use has little effect on dependence between significant exchange partners 

who have used the internet for a short period of time, it is positively associated with 

dependence after the exchange partners have used the internet for a longer period 

(Sections 3.7.2 and 5.3.4). In addition, some buyers are less dependent on one particular 

supplier of products and services of low involvement such as stationery because the 

internet had allowed them to deal with more suppliers at a lower search cost (Section 

3.7.2).   

 

One explanation for these new findings is that dependence in the exchange partner is 

determined by a number of factors, including sufficient knowledge about exchange 

partners, satisfaction level with the current supplier (Section 3.7.2), asset specificity 
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(Heide & John 1992) or switching costs (Heide & Weiss 1995; Wilson & Mummalaneni 

1986), rather than just product related factors like price and location.  Indeed, in contrast 

to predictions that have not been empirically tested (for example, Poon & Stwatman 

1996, Ratnasingam 2000), this research found internet use has a positive effect on 

dependence for exchange partners who have used the internet in dealing with one 

another for a period of time, after the point when the internet-enabled efficiency and the 

routinisation of business processes have been established (Section 5.3.4).  Moreover, the 

barriers to leave the relationship can be high because the competency of using the 

internet has became one of the criteria of choosing a new exchange partner for some 

firms (Section 3.7.2).    

 

In brief, there has been little empirical research about the impact of internet use on 

exchange partners’ dependence.  Therefore, this research makes a contribution to some 

extent to the current knowledge about the impact of internet use on business-to-business 

relationships by empirically testing the impact of internet use on inter-firm dependence 

within the two groups of internet business users of long and short periods.  

 

Conclusion 1.3: level of internet use has little effect on trust.  The third conclusion 

for research issue 1 relates to the impact of internet use on trust.  The literature has two 

positions about the impact of internet use on exchange partner’s trust in each other 

(Henning-Thurau & Hansen 2000; Warrington, Abgrab & Caldwell 2000 and there is 

little empirical investigation of either.  Some researchers assume that the internet 

environment presents relatively few cues by which trust can be assessed which reduces 

firm’s confidence in the reliability of business-to-business transactions over the internet 

and, more importantly, in trading partners they are dealing with (Hart 1997).  Others 

claim that the benefits provided by the internet such as availability and transparency of 

information, efficient information transfer and interactivity have a positive effect on 

trust when exchange partners deal with each other via the internet (Bauer, Grether & 

Leach 2002).  

 

In turn, this research’s findings showed a complex picture between these two positions 

in the literature.  Internet use has different effects on trust in an exchange partner, 

depending on the length of B2B internet use.  While internet use has little effect on trust 

in an established inter-firm relationship when exchange partners have used the internet 

for a shorter period, it is positively associated with trust when exchange partners used 
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the internet for a longer period.  That is, this research supports the view that the internet 

has no effect (Section 5.3.4) or may have a negative effect on trust in the initiation stage 

of a business relationship (Section 3.7.2) because only people create relationships 

(Cowles 1994; Czepiel 1990; Pressey & Mathews 1997). The internet environment 

presents relatively few cues, particularly interpersonal perspectives, by which trust can 

be assessed, for example body language and having sight of products.  However, as 

B2B internet users increased communication through the internet, they began to trust 

the medium which in turn affects their trust in their exchange partner (Ratnasingham 

2000).  Indeed, business relationships become stable after a short period of disruption 

by the adoption of inter-organisational systems (Fontnot & Vlosky 1998). 

 

In brief, while the internet does not affect trust when exchange partners start to adopt 

the internet in dealing with one another, it does facilitate trust through more transparent 

and open communication between exchange partners and thus may assist in maintaining 

trust in an exchange relationship in the long run.  There has been no previous empirical 

research about the impact of internet use on exchange partners’ trust in each other, and 

so this research’s finding makes a contribution by adding to the current knowledge 

about the internet’s impact on inter-firm relationships. 

 

Conclusion 1.4: level of internet use has little effect on satisfaction. The literature is 

divided on the issue of the impact of internet use on satisfaction with an exchange 

partner (Section 2.3.3). On one hand, the internet has the potential to increase customer 

satisfaction levels (Blattberg & Deighton 1991; Burke 1997; Deighton 1997; File & 

Prince 1993; McKenna 1995; Pine, Peppers & Rogers 1995; Thirkell 1997), particularly 

through customisation and personalisation of the technologically delivered service 

(Berry 1995b; Eighmey & McCord 1998; Kalakota & Whinston 1997; Peterson & 

Lucas 1996; Sheaves & Barnes 1996).  On the other hand, although internet-facilitated 

services enhance customer service and service quality, the internet does not necessarily 

increase customers’ satisfaction due to its lack of capacity for direct personal interaction 

(Kolesar & Galbraith 2000). The reduction of involvement of people in the service 

process is considered to be detrimental to customer satisfaction because some customers 

still prefer face-to-face rather than electronic contacts (Gabbott & Colgate 1999). 

 

Agreeing with the second of these two positions in the literature, this research found that 

internet use has little impact on satisfaction with an exchange partner (Section 5.3.4). 
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Similarly to recent research on customer satisfaction in IT-enabled banking service 

(Zhu, Wymer & Chen 2002), this research found that internet use does not increase 

satisfaction but does not lead to dissatisfaction either.  One explanation of this finding is 

that while customers value the convenience, accessibility and efficiencies offered by the 

internet, they also place value on the interpersonal, emotive aspect of off-line 

relationships (Barnes & Cumby 2002).   Indeed, information technology is only a 

subsidiary enabler of relationships because it has no relationship-facilitating ability 

apart from the primary contribution of human beings (Gummesson 1999).  

 

Further, the impact of internet use on satisfaction may be mediated by communication 

(Samli et al. 1997) and depends on what the internet can do for the company (Section 

3.7.2). The internet assists organisations to provide extra services to their customers in a 

more effective and efficient manner, and sometimes opens doors to more relationships 

and speeds up the relationship building process from initiation, negotiation, formation, 

to finalisation (Section 3.7.2).  Therefore, this research’s finding makes a contribution 

by adding to the current knowledge about the internet’s impact on inter-firm 

relationships by providing evidence that there is no significant direct relationship 

between internet use and satisfaction in an exchange partner. 

 

Conclusion about research issue 1: The use of the internet enhances exchange 

partners’ bonding.  In summary, this research confirmed the literature about the 

internet’s positive effect on the relational construct of communication (for example, 

Ratnasingham 1998; Teich et al. 1999).  However, the research disconfirmed that part of 

the literature which asserts that internet use has a negative impact on dependence and a 

direct, positive impact on trust and satisfaction.  Earlier literature asserted that the 

relationship between end consumers and businesses may suffer because of a reduced 

level of interpersonal interaction (for example, Sweeney 2000).  In contrast, this 

research found that the internet has little negative impact on relational bonding in the 

B2B context (Section 5.3.4).  That is, technology-mediated transactions in financial 

services may not be detrimental to established relationships because trade efficiencies 

are more of a concern for businesses rather than the social aspects.  Information 

technology-enabled connectivity can facilitate trade efficiency, therefore the 

relationship.  The explanation for such a difference lies in this research’s context of 

B2B rather than B2C.  Moreover, the impact of internet use on relational bonds of trust 
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and dependence is moderated by the length of B2B internet use.  That is, a longer period 

of dealing with an exchange partner on the internet facilitates relational bonding.   

 

Therefore, the findings of this research add to the literature by providing the first 

evidence that internet use enhances relational bonding through internet-facilitated 

communication in established inter-firm relationships.  

 

6.2.2 Research issue 2: interaction of structural and social bonds in an internet 

environment 

Research issue 2 concerns the interrelationship of structural and social bonds in an 

internet environment.  Three main conclusions may be made from the findings about 

this research issue, as shown in Table 6.2. 

 

Conclusion 2.1: communication is positively associated with trust. The first 

conclusion for research issue two relates to the relationship between communication and 

trust.  The literature identifies communication as a major precursor of trust (Anderson 

& Weitz 1989; Anderson & Narus 1990; Morgan & Hunt 1994).  Communication 

fosters trust by assisting in resolving disputes and aligning perceptions and 

expectations. The findings of this research confirm this positive association between 

communication and trust that has been empirically investigated in a non-internet 

environment.   Indeed, the internet-facilitated communication characterised by being 

transparent and open, effectively enhances exchange partners’ trust in each other 

(Section 3.7.2 and 5.3.4).   

 

That is, although the internet does not have direct impact on exchange partners’ trust in 

each other, it has an indirect effect on trust through internet-facilitated communication 

that is characterised by openness and transparency.  There has been no empirical 

investigation on this association in the internet environment.  Therefore, this research 

makes a contribution to the current literature by investigating how internet-facilitated 

communication leads to a higher level of trust in an exchange partner. 

 

Conclusion 2.2: trust is positively associated with satisfaction.  Similarly, this 

research found that there is a positive relationship between trust and satisfaction in an 

internet environment (Section 5.3.4).  That is, trust in an exchange partner significantly 

enhances satisfaction with business performance.  Thus this research supports that part 
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of the literature that has empirically investigated the relationship between trust and 

satisfaction in a non-internet environment.  That is, trust is the critical determinant of 

greater satisfaction (Achrol 1997; Gabarino & Johnson 1999; Siguaw et al. 1998).  

Therefore, this research made contributions to the current literature by adding to the 

literature that trust is positively related to satisfaction in internet-facilitated 

relationships. 

 

Conclusion 2.3: satisfaction is positively associated with dependence in an internet 

environment.   The link between satisfaction and dependence is not clearly established 

in the literature.  Some suggest higher levels of dependence are associated with higher 

levels of satisfaction (Lewis & Lambert 1985; Andaleeb 1996).   Others contend there is 

a higher level of dependence between the exchange partners when the outcomes 

obtained from the exchange relationship are satisfying, important, and highly valued 

(Heide & John 1988).   

 

In turn, this research found that satisfaction with product/service performance results in 

increased buyer dependence on the seller and confirmed the second position in the 

literature. Therefore, it makes a contribution to the current literature by explicitly 

identifying this link in an internet environment.   

 

Conclusions about research issue 2: interaction of social and structural bonds in an 

internet environment.  In summary, the findings of this internet research supported 

most interrelationships between structural and social bonds in the generic literature.  For 

example, they confirmed the literature that trust facilitates satisfaction which in turn 

facilitates commitment (Soni, Wilson & O’Keeffe 2001) and communication, trust, and 

satisfaction are important to customer relationships in a B2B internet context (Section 

3.7.2). 

 

6.2.3 Research issue 3: determinants of commitment and propensity to stay in the 

exchange relationship.   

Research issue 3 concerns the structural and social bonds that determine the desirable 

outcomes of an exchange relationship - exchange partners’ commitment to and the 

intention to stay in the relationship in an internet environment.  Four conclusions may 

be made from the findings about this research issue, as shown in Table 6.2. 
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Conclusion 3.1: trust is not associated with commitment in an internet 

environment.  The generic literature about the relationship between trust and 

commitment is fairly consistent and suggests that high levels of trust indicate a quality 

relationship that in turn lead to high levels of commitment to the relationship 

(Moorman, Zaltman & Deshpande 1992; Morgan & Hunt 1994). Indeed, relationships 

with trust are highly valued and therefore participants are willing to commit themselves 

(Morgan & Hunt 1994).   

 

However, this internet research does not confirm previous research and found that there 

is little association between trust and commitment in a B2B internet context.  An 

explanation for this result is that respondents were asked about their trust in commercial 

banks, using a measurement that measures the credibility dimension of trust.  Due to the 

difficulty of differentiating the bank’s institutional stature and their performance as the 

source of that dimension of trust (Lowe & Kuusisto 1999; Luo 2002), it is more likely 

that responses are related to the former rather than the latter.  Therefore, trust in the 

bank’s institutional credibility does not necessarily lead to corporate clients’ 

commitment to that bank, that is, customers apparently view the internet as a new 

endeavor by the bank.   

 

Indeed, recent research has provided evidence in supporting this finding, that the nature 

of commitment varies from industry to industry and relationship to relationship (Young 

& Denize 2001).  Further, the sensitivity of the relationship between trust and 

commitment may depend on different aspects of these two constructs and other 

characteristics of the relationship (Grayson & Ambler 1999). For example, interpersonal 

credibility and organisational benevolence are more crucial in predicting commitment 

(Ganesan & Hess 1997) and trust may exert more influence over commitment in highly 

dependent relationships (Andaleeb 1995) and shorter relationships (Grayson & Ambler 

1999).  Therefore the findings of this research confirm that part of the literature and 

suggests that theories developed and tested in one relational context may not be equally 

valid in the context of a different type of relationship (Cravens & Piercy 1994; Grayson 

& Ambler 1999; Gundlach & Murphy 1993).  It nevertheless makes a contribution to 

the current literature by adding to the current knowledge about internet-facilitated 

relationship marketing, providing the first evidence that credibility part of trust may not 

be so influential on commitment as the benevolence part of trust in the financial 

industry in an internet environment.   
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Conclusion 3.2: dependence is positively associated with commitment.   The 

literature suggests that dependence of a buyer on a supplier leads to buyer compliance 

(Joshi & Arnold 1998), acquiescence (Bendapudi & Berry 1997; Morgan & Hunt 1994) 

and commitment (Ganesan 1994; MacKenzier 1992). High interdependence between 

exchange partners allows mutual adjustments in the ongoing relationship in order to 

cope with the changing environment more effectively (Heide, 1994; Kaufmann & Stern, 

1988). Also, high interdependence will motivate exchange partners to cooperate with 

each other, proactively share information, commit to the relationship, and align 

individual interests to the ongoing relationship. 

 

Confirming previous research about the association between dependence and 

commitment in a non-internet environment (for example, Ganesan 1994; MacKenzier 

1992; Goodman & Dion 2001), this internet research found a positive relationship 

between the two constructs and therefore has added to the current literature.  That is, it 

makes a contribution to the current literature by adding to the knowledge about internet-

facilitated relationships by testing this linkage in an internet environment for the first 

time. 

 

Conclusion 3.3: satisfaction is positively associated with commitment.  The impact 

of satisfaction on commitment may be direct or indirect in the literature.  For some 

scholars, satisfaction is the core component in customer commitment (Soni, Wilson & 

O’Keeffe 2001). While the effect of satisfaction on commitment may be mediated by 

trust, satisfaction has been found to have a direct relationship with commitment to the 

service provider (Gabarino & Johnson 1999; Keaveney & Parthasarathy 2001; Mohr & 

Spekman 1994; Odekerken-Schroder, Bloemer & Wulf 2002.  In a service context, 

customer satisfaction could lead to an intention to stay with a service provider 

(Keaveney 1995; Wilson & Mummalaneni 1986).   

 

This research confirmed this picture and found a direct, positive and significant 

relationship between satisfaction and commitment in an internet environment (Section 

5.3.4). That is, customers who have bonds to an organisation and are primarily satisfied 

are more likely to feel committed to an organisation in an internet environment. 

Therefore, this research makes a contribution to the current literature by adding to the 



knowledge about internet-facilitated relationships by testing this linkage in an internet 

environment for the first time. 

 

Conclusion 3.3: commitment is positively associated with propensity to stay. The 

final conclusion for research issue 3 is that commitment is positively associated with 

propensity to stay in an internet environment.  The non-internet literature suggests that 

one of the outcomes of high commitment is an increase in acquiescence and a decrease 

in the propensity to leave (Morgan & Hunt 1994).  That is, when there is a high level of 

commitment, the exchange partner is less likely to explore alternative suppliers or 

products.  

 

In turn, this research found that in an internet environment, increased levels of 

commitment to the service provider are likely to be positively associated with the 

perceived likelihood that an exchange partner will intend to stay in the relationship and 

consequently comply in the near future (Section 5.3.4). Therefore, this research made a 

contribution that adds to knowledge about internet-facilitated relationships. 

 

Conclusion about research issue 3: determinants of commitment and propensity to 

stay in the exchange relationship.  The conclusion for the third and last research issue 

is related to the relational outcome as a result of bonding. Although the internet has little 

direct impact on commitment and intention to stay, it indirectly contributes to the 

relational outcomes through structural and social bonding.  In addition, the findings of 

this research highlight some important issues in relationship marketing research.  That 

is, inter-relationships of the relational constructs depends on the context in which the 

relationship exists.  For example, this research disconfirmed what previous research has 

found that trust is a vital factor in commitment. In the B2B internet context of this 

research, trust is not associated with commitment because trust in the bank’s 

institutional stature does not necessarily lead to their commitment to the institution.  

 

6.2.4 Conclusions about the research problem: How does internet use impact on 

inter-firm relationships in Australian service firms? 

Chapter 2 concluded with an initial theoretical framework (Figure 2.6). In turn this 

section presents a refined and concluding framework developed as a result of the 

discussions of the research issues above.  This final revised framework provides a basis 
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for a discussion of the conclusions about the research problem as a whole, and is 

summarised in Figure 6.2.   

 

Essentially, this internet research found that internet use does not hinder long-term 

relationships.  This B2B internet research found that internet use does not have a 

negative effect on inter-firm relationships, not supporting theoretical predictions in a 

B2B context (for example, Poon & Swatman 1996) and empirical research that has been 

conducted in the B2C context (for example, Sweeney 2000). On the contrary, effective 

internet use may enhance existing exchange relationships in the long run.   

 

Consider the final model in more detail.  The internet is not being used at the expense of 

more traditional and personal forms of communication in its relatively early stage of 

adoption. Indeed, internet-facilitated communication in trading relationships is of a high 

communication quality (Section 5.3.4). The impact of internet use on trust and 

dependence depends on the length of internet use. That is, internet use does not seem to 

influence the level of trust in internet exchange partners and the dependence they have 

on one another when exchange partners first started to use the internet; its positive 

impact on trust and dependence increases in the long run.  The social and structural 

bonds of communication, dependence, trust, and satisfaction interact and directly and 

indirectly contribute to commitment and the propensity to stay. That is, the desirable 

relationship outcomes are indirectly associated with higher levels of trading efficiency 

facilitated by B2B internet use. 

 

In brief, internet use in a business-to-business context enhances established inter-firm 

relationships particularly when exchange partners have adopted the internet for a longer 

period of time.  Thus this research confirmed that part of the literature that firms 

become closer together, rather than farther apart due to the communication efficiencies 

gained from the internet (for example, Bauer, Grether & Leach 2002; Boyle 2001; Leek, 

Turnbull & Naude 2002a, 2002b). 



Figure 6.2 A revised, final theoretical framework 
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Source: developed from Figure 2.6 for this research. 
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6.3 Implications for theory 

The research findings and contributions have several implications for the theory about 

internet marketing, relationship marketing and research methodology.  

 

6.3.1 Internet and relationship marketing theory 

There are divided views on how internet use affects relationship marketing in the 

literature.  Some suggest the internet has significant potential for establishing customer 

relationships (Novak & Chatterjee 1995) and may facilitate inter-firm relationships from 

the most basic to more advanced partnerships (for example, Adam 1998; Thirkwell 

1997; Zineldin 2000; Johansson & Strom 2001). Others assert that relationships may 

suffer through technology (for example, Barnes 1997; Lehtinen 1996), particularly 

relationships between businesses and their end customers (Sweeney 2000; Walker & 

Francis 2002). Indeed, there seem to be few attempts at conceptualising such a customer 

relationship and those who do sometimes employ different terminology (Bagozzi 1995; 

Barnes 1994), and a wide variety of component variables (Ward, Frew & Caldow 1997). 

That is, theory building in this area is hindered by the lack of consensus about the key 

constructs of relationship marketing (Harker 1999). Accordingly, this research has three 

implications for internet and relationship marketing theories.  

 

Internet facilitates established inter-firm relationships. Firstly, this research 

provided empirical evidence that the internet can be used to facilitate established inter-

firm relationships which has been speculated on but provided little empirical evidence 

in previous research.  In turn, this research provides the first investigation about 

conceptualisations of such internet-facilitated, business-to-business relationship 

marketing in Australian service firms.  In particular, this research systematically 

synthesised a model of internet-facilitated relationships, that consists of relationship 

components that are frequently and less frequently mentioned in the literature, and then 

empirically tested it in a business internet banking context.   

 

Interrelationships of relational constructs.  Relationship marketing is a complex 

phenomenon and needs to be addressed within a specific context (Young & Denize 

2001). There have been attempts of conceptualising exchange relationships in both 

business and consumer markets (for example, Ganesan 1994; Morgan & Hunt 1994).  
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Significant differences exist across these attempts.  A possible explanation of these 

differences is that exchange relationships vary in the extensiveness of the interface, 

motivation, and context in which these relationships exist.  For example, the length of 

relationship changes the nature of associations between relational constructs (Grayson 

& Ambler 1999).  This research provides two pieces of evidence that relationships in an 

internet environment and/or in the service industries may differ from relationships in 

other contexts.  

 

Firstly, this research confirmed that part of the literature that asserts that customers 

satisfied with a service provider become committed to the organisation (for example, 

Wilson & Mummalaneni 1986, Mohr, Spekman & Ganesan 1994; Soni, Wilson & 

O’Keeffe 2001). Satisfaction has a greater effect on commitment than trust in the 

business internet banking context (Section 5.3.4). The primary motivator for long-term 

relationships is satisfaction with past interactions by fulfilling their needs at either the 

individual episode level or at the broad relationship level (Lehtinen & Mittila 1995; 

Storbacka et al. 1994).   Customer satisfaction usually results in higher repeat purchases, 

referrals to other customers, positive word-of-mouth, and lower transaction costs 

(Fornell 1992; Evans & Laskin 1994; Sharma, Grewal & Levy 1995).  Further, if 

customers have a long and satisfactory relationship, then a single unsatisfactory 

experience does not influence the relationship.  

 

Secondly, this research confirmed that commitment is the most developed state in a 

relationship and essential to successful relationships in financial services (for example, 

Tyler & Stanley 1999). Further, this research confirmed that part of the literature that 

asserts that trust facilitates satisfaction which in turn enhances commitment (Achrol 

1997; Ganesan 1994; Gabarino & Johnson 1999).  Further, this research disconfirmed 

that part of the literature that asserts that trust leads to commitment and confirmed that 

an exchange partner can be highly committed to a distributor even though social bonds 

are underdeveloped (Gilliland & Bello 2002).  In other words, businesses who trust their 

exchange partners because of their institutional statures do not necessarily become 

committed to the institutions.  

 

Nevertheless, structural and social bonds are two comprehensive ways of categorising 

relational constructs and these bonds make the relationship more stable and durable.  
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Communication as both structural and social bond in an exchange relationship. 

Additionally, this research demonstrated the importance of internet-facilitated 

communication as both a structural and social bond which was raised in the convergent 

interviewing research. The importance of communication in an exchange relationship 

may be discussed from two perspectives.  From a relationship marketing perspective, an 

easy flow of communication is an important characteristic of a strong relationship 

(Morgan & Hunt 1994).  For example, the quality of communication may be predicted 

to affect the customer relationship with the organisation (Section 5.3.4), thus it plays a 

role in realising the benefits from a relationship (Ketrow 1991). In turn, communication 

also fosters confidence in the continuity of the relationship and reduces dysfunctional 

conflict (Mohr & Nevin 1990; Anderson & Weitz 1989; Anderson & Narus 1990; 

Dwyer, Schurr & Oh 1987).  

 

As well, communication is often an aspect that is evaluated by customers when they 

evaluate a relationship (Mohr & Sohi 1995).  Communication may be used to create an 

atmosphere of mutual support, thereby creating volitional compliance between partners 

(Mohr, Fisher & Nevin 1996). Recent research has indicated that the manner in which 

service providers communicated with their customers can have a profound effect on the 

way in which service quality is perceived (Sharma & Patterson 1999). 

 

From an operational perspective, communication is essential in setting priorities and 

coordinating activities to accomplish each party’s objectives (Mohr, Fisher & Nevin 

1996; Anderson & Weitz 1992).  For example, communication in marketing channels 

serves as the process by which persuasive information is transmitted (Frazier & 

Summers 1984), participative decision making is fostered, programs are coordinated 

(Anderson & Narus 1990), power is exercised (Gaski 1984) and commitment and 

loyalty are encouraged (Anderson & Weitz 1992). Ineffective communication leads to 

misunderstandings, incorrect strategies and mutual feelings of frustration.  

 

The establishment of various structural mechanisms including the internet-facilitated 

communication mechanisms that provide real-time information and accurate feedback 

regarding each partner’s actions, including effective recognition, verification and 

signaling systems between firms, will minimise misperceptions, enhance behavioral 

transparency and strengthen cooperation (Section 3.7.2). That is, internet use allows 
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reliable, prompt and relatively low-cost communication which in turn enhances 

performance of B2B relationships (Leek, Turnbull & Naude 2002b).   

 

In brief, this research has implications for the theory of internet-facilitated relationships 

and for the importance of components of a relationship.  Established relationships may 

be enhanced by the internet used as a complimentary rather than substitute tool of 

communication. 

 

6.3.2 Implications for methodology 

This research has one methodological implication.  Convergent interviewing can 

certainly be used in stage one of the data collection for business research like this (Rao 

& Perry 2004).  In this research, convergent interviews allowed marketing practitioners 

to discuss their ideas and opinions about the internet’s impact on their relationship 

marketing practices.  Additionally, their insights and opinions led to the confirmation 

and refinement of the initial framework developed in Chapter 2.  Thus the conceptual 

framework upon which the second data collection stage was based not just on sparse 

literature but indeed captured insights from practitioners (Rao & Perry 2004).  This 

practical orientation strengthened the foundations for this research.  

 

6.4 Implications for practice and policy 

The previous section discussed the implications of this research for theory.  In turn, this 

section discusses implications for practice and policy.  

 

Implication one: guidelines for using the internet technology to enhance 

relationship marketing. The first implication of this research is for marketers and 

relates to appropriate internet use in communicating with exchange partners.  The 

results of this study point to several issues that managers must consider when 

incorporating the internet strategically in their business planning.  Indeed, internet 

adoption may require the adoption of new business strategies (Pires & Aisbett 2002).  

Firstly, the benefits of effectively implemented internet technology applications leads to 

positive outcomes in terms of relationship marketing. The internet represents a means 

by which products may be differentiated and business relationships enhanced and may 

serve for long-term and sustainable competitive advantage (Vlosky 2000).  Even in 

service industries where service encounter research has traditionally been facilitated by 

interpersonal contact, the internet-enabled self-services allows customers to access 
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services when and where they want without some of the complications of interpersonal 

exchanges, thus leading to higher level of satisfaction. Indeed, the degree to which 

customers prefer a technological interface over a person-to-person encounter will 

depend on their technological self efficacy and their need for human interaction.   

 

However, the impact of IT including the internet on business offers opportunities to 

different organisations in a variety of contexts and should be evaluated within the 

environment in which it is applied (Coviello, Milley & Marcolin 2001; Pires & Aisbett 

2001). Further, the mere use of the technology does not enhance inter-firm relationships 

(Barnes & Cumby 2002). There is no direct association between level of internet use by 

a business customer and their level of commitment to the supplier. Relationships can 

only be enhanced when high trading efficiencies are attained through internet use. 

Indeed, a recent survey of Australia’s top 500 companies showed that quality in 

executing transactions, professional competence and good knowledge of the client are 

the most important features when they choose their banking service provider, while 

social interaction and the usefulness of a bank’s web site are the least important 

concerns (Boreham 2002). Therefore, marketers need to focus on improving their firms’ 

efficiencies through a better understanding of where technology will or will not enhance 

performance.   

 

Moreover, personal relationships are still an effective way to build trust between 

individuals in interacting companies (Bitner, Brown & Meuter 2000).  The 

establishment of personal relationships will reduce risk and uncertainty in the 

relationship.  Further, some customers still prefer the social aspects of interacting with 

service providers.  To be effective, firms should have routines and systems that enable 

both communication through the internet and personal meetings.  That is, interaction 

over the internet should be seen as a complement to the traditional personal interaction, 

rather than a replacement. Therefore, organisations cannot depend solely on technology-

enabled electronic contact with customers to ensure the conveyance of a value image. 

Personal communication skills need to be revisited and personal contacts re-established 

to ensure effective communication of customer needs and desires.   

 

Nevertheless, service firms can use the internet to strengthen relationships with 

customers in two ways (Mulligan & Gordon 2002; Zhu, Wymer & Chen 2002). Firstly, 

the internet can be used to reduce transaction costs and thus improve trade efficiencies.  
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For example, Citibank cited the opportunity to reduce costs in their launching of a new 

business-to-business (B2B) electronic commerce service in Australia that includes 

financial settlement and reconciliation. The bank forecasted that the service would result 

in a 75 percent reduction in end-to-end order management and transaction 

administration costs (Reuters 1999).  

 

The second way for service firms to use the internet to enhance their relationship with 

customers is to improve customer service levels by providing new forms of service 

delivery, improving customer intimacy, responding more rapidly to customer needs, and 

affording customers the opportunity to help themselves through the internet (Section 

3.7.2). Web-based systems increase the opportunity for companies to support their 

customers' growing desires for mobility and remote access to information and services 

(Bitner 2001). The web also enables the service being provided to be on a continuous 

basis, allowing companies to reach their customers seven days a week, 24 hours a day. 

Companies can make customers aware of new services instantaneously through a Web 

interface, rather than through expensive mailings and advertising. The electronic 

medium, in these cases, acts not as a substitute, but rather as an extension of the existing 

product or brand. 

 

However, firms that consider the implementation of technology should involve 

customers in the design process. Providing customers with alternatives and enabling 

customers to freely select between technologically or interpersonally based encounters 

allows them to experience the service encounter as desired.  That is, satisfying specific 

customer needs and creating an open dialogue to address concerns can overcome some 

of the negative repercussions of technology infusion (Bitner 2000).  

 

This study provides the above guidelines to managers in services industries to analyse 

the opportunities and assess the risks of building tighter relationships with their 

customers and suppliers through the internet. With a better understanding of the threats 

to existing relationships, the opportunities provided by the internet to improve 

relationships, and the drivers for and obstacles against change, managers can implement 

strategies that will allow them to serve their customers more rapidly, effectively and 

efficiently.  
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Implication two: guidelines for building structural and social bonds in an internet 

environment. The model developed in this research (Figure 6.2) shows that B2B 

internet use has a positive impact on both structural and social bonding in general, 

particularly when firms have adopted the internet for a longer period.  As opposed to 

earlier research which focused on individual relationship constructs, this study 

examined the links of the parameters governing the atmosphere of inter-firm 

relationships in order to provide a more realistic understanding of relationship 

dynamics.  This is because behavioral factors are so highly interrelated, that any attempt 

to change one of them will conceal some of the effects of one construct over the others.  

Therefore, marketers can use this model to obtain an understanding of the behavioral 

dynamics of their customers and take actions that would lead to more harmonious 

interactions. 

 

One implication is that companies need to design into their internet strategies aspects 

that will encourage the development of long-lasting relationships characterised by 

structural and social bonds.  The challenge for companies migrating to the internet is to 

preserve the relationship with customers that they have in the offline setting, while 

achieving the benefits associated with dealing with customers online (The Economist 

1999).   

 

Consider guidelines about building structural bonds through the internet first.  

Disconfirming previous predictions that internet use will reduce dependence of a buyer 

on a supplier  (for example, Poon & Stwatman 1997; Ratnasingam 2000), internet use 

has little effect on inter-firm’s dependence in a relationship when a firm first starts to 

use the internet in dealing with its exchange partners.  Indeed, internet use may increase 

dependence in the long run because information technology including the internet can 

be used to create information-based dependencies and competencies between firms and 

providing systems that add more value to the exchange relationship (Section 5. 3.4).  

 

In terms of internet facilitated communication, this research provided evidence that such 

communication is critical to relationship building.  The internet’s lack of personal 

interaction coupled with the increased opportunities that the internet technology 

provides to communicate to any number of parties are not a detriment to inter-firm 

relationships. Indeed, internet use was associated with relatively higher communication 

quality (Section 5.3.4).  
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The finding that internet use is positively associated with communication quality 

suggests that suppliers should consider taking advantage of the internet in 

communicating with their exchange partners. First, marketers can use the internet to 

increase their communication capabilities with their customers in terms of the speed and 

relevance of the communication.  That is, organisations have the ability to open up a 

one-to-one dialogue and deliver messages that are more relevant to customer’s interest 

in an efficient manner (Section 3.7.2).  Second, through internet-facilitated 

communication, customers are fully incorporated into the organisational value chain by 

identifying customer needs and feedback through interaction with the customer.  For 

example, an organisation has the ability to understand what specific products/services 

attributes appeal to a customer (Rao 2000).  

 

In particular, service firms need to pay attention to one of the distinctive characteristics 

of the internet  - its interactivity (Section 2.2.2), for it is positively related to relationship 

quality (Merilees 2003).  Therefore, in designing their web sites, marketers need to 

consider from which area of the firm individual viewers come. The most effective Web 

sites will be ones which consider not only the type of buyer firm which visits regularly, 

but also the position an individual viewer holds within it.  To increase interactivity, 

service firms should have web sites that help the viewer participate, learn and act; 

provide good two-way communication mechanisms; and pleasant and enjoyable online 

experiences (Arnott & Bridgewater 2002; Merrilees 2003). 

 

Next, consider guidelines about building social bonds through the internet.  This 

research shows that overall commitment is the strongest predictor for stability of the 

relationship. The findings point to a close connection of satisfaction, trust and 

commitment. According to this research’s findings, satisfaction is a key construct in the 

development of trust and commitment. It mediates the effects of trust on commitment 

and also directly affects commitment (Section 5.3.4).    Thus, if a business can manage 

to increase its customers' satisfaction, this will at the same time enhance trust and 

commitment (Bauer, Grether & Leach 2002). Managers need to know what actual and 

potential customers consider in their expectations and evaluations, in order to position 

itself as the best provider of satisfaction to its customers, and to closely control and 

allocate resources. 
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Although trust was not found to be significantly related to commitment in this research 

(Section 5.3.4), developing trust in the internet environment remains important and 

somewhat problematic (Clark-Dickson 1999; Fam & Foscht 2002; Houston 2001) 

because trust is often enhanced by face-to-face interactions, social activity and shared 

experiences (Karpinski 2000; Luo 2002).  Thus, marketers need to develop strategies to 

build either experience-based or cue-based trust with their exchange partners 

(Warrington, Abgrab, Caldwell 2000).  Specifically, marketers must find ways to 

provide cues to indicate that a marketer is trustworthy in order to initiate the first 

experience.       

 

Indeed, this research found that improved communications are at the core of increasing 

trust.  This view is shared by Duncan & Moriarty (1998, p. 3) who comment that trust 

and commitment are ‘products of communication’. The internet has increased the 

capacity of organisations to communicate and interact with their customers.  Further, cues 

such as a professional appearance of web pages, the inclusion of warranty and/or 

guarantee agreement, return, privacy and security policy, availiability of firms’ off-line 

contacts through the firm’s web site can be used to induce cue-based trust at the initial 

stage of an exchange relationship (Warrington, Abgrab & Caldwell 2000).   

 

In brief, relationships that have high communication quality which in turn, fosters trust 

satisfaction and commitment are often satisfying for businesses because each partner 

believes they are working toward common goals.  Therefore, marketers need to ensure 

the internet’s role in enhancing communication. 

 

Implication three: checklist of situational factors for internet-facilitated 

relationship marketing.  The final implication for practice relates to the 

appropriateness of the internet-facilitated relationship marketing approach.  Such an 

approach may not be suitable for every exchange partner.  Factors such as 

product/service, exchange partner, organisational management and cultural factors 

(Ahmad & Buttle 2002; Coviello & Brodie 1998; Fortin, Dholakia & Dholakia 2002; 

Palmer, A. 1996; Rao & Perry 2003) need to be considered before such an approach. 

Essentially, both transactional and relational marketing practices are relevant to 

marketers and they cannot rely solely on either the transactional or relational paradigm 

as a conceptual base (Coviello & Brodie 2001; Pels, Coviello & Brodie 2000).   
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Thus, marketing managers who consider using the internet as a tool for building 

relationships should consider whether their exchange partners want an internet–

facilitated relationship.  For a start, high frequency exchange partners who are adopters 

of new technologies are more likely to want such a relationship (Huggins 2001). Some 

exchange partners want nothing more than the timely exchange of the product or service 

with a minimum of hassles. Others desire to have a long-term relationship to enhance 

trading efficiencies.  For example, telephone companies and banks appoint relationship 

managers to only a few selected accounts.  That is, different types of customers will 

require different types of relationships. Indeed, a pluralistic approach should be taken to 

allow the co-existence of transactional and relational exchange to take place (Lindgreen 

& Pels 2001).   

 

Marketing managers should also consider industry, organisation and management 

factors (Perry, Rao & Spencer-Matthews 2003). A firm has to work out whether it is 

able to establish relationships with its exchange partners through the internet.  Factors 

such as a firm’s size, nature of employees, and size and nature of customer base may all 

contribute in determining the appropriateness of internet-facilitated relationship 

(Huggins 2001; Rao & Perry 2003).  For example, large firms with large customer bases 

may not be able to have a relationship with each and every customer (Palmer 1997), 

rather they develop relationships with the most profitable ones.  

 

More importantly, organisations need to have various relationship capabilities to make 

internet-facilitated relationship marketing work, such as a pervasive marketing culture 

(Gronroos 1995), internal marketing (Berry 1995; Coviello & Brodie 1998; Gronroos 

1995), business strategy based on services (Christopher, Payne & Ballantyne 1998), 

organisaional culture and structure (Kothandaraman & Wilson 2000), strategic customer 

bonding (Buttle & Ahmad 1999) and issues relevant to information management 

(Coviello & Brodie 1998; Perry, Cavaye & Coote 2002).  

 

The last set of factors arises from the first two and concerns with readiness of 

implementing such internet-facilitated relationship marketing strategy.  The internet as a 

medium for relationship marketing is dependent upon the credibility of the internet 

technology, computers and users’ comfort with internet transactions in dealing with on-

line partners.  Marketers should use the internet in relationship marketing based on a 

thorough understanding of what their exchange partners want and develop different 
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marketing strategies (Yoon 2002). In brief, judicious relationship marketing and 

management is required (Stewart & Durkin 1999; Rao & Perry 2003).   

 

Implications for policy.  As well as implications for theory and practice above, this 

research has implications for policy makers.  The findings of this research can be useful 

for educational training of firms seeking to use the internet as a relationship marketing 

tool in managing their relationships with their exchange partners.  For example, the 

information on how organisations might effectively communicate and building trust in 

their existing and new exchange relationships (Section 6.3) can be incorporated in 

National Office of Information Economy and the Australian Electronic Business 

Networks’ B2B internet marketing training materials.  This can be a source of teaching 

information and a reference for businesses interested in incorporating the internet in 

their relationship management.  

 

6.5 Limitations of this research and implications for further research 

This research provides some new insights into the impact of the internet use on inter-

firm relationships in a service context, however, these findings should be viewed in 

light of some limitations. The delimitations of scope of this research were justified in 

Section 1.5 of chapter 1.  In turn, some limitations also deserve further attention and are 

discussed next.  

 

6.5.1 Limitations of this research 

Related to the research context was the study of a single product of banking service 

(Section 4.4.4.). Using a single service type such as business internet banking, limits the 

results to this service type and is an example of a business service rather than a 

representation. For instance, trust does not facilitate customer commitment in this 

research because of customers’ trust in the banking industry in general.  This may not be 

so for other service types.  Aside from differences in service types, other industries 

could also differ in terms of the extent of internet adoption. Indeed, the impact of the 

internet may differ from industry to industry, and even from business to business (Pires 

& Aisbett 2001).  An industry characterised by greater or lesser internet adoption would 

have different patterns of communication within it and, in turn, have a different effect 

on exchange relationships as a whole.  The findings of this research should also be 

viewed under the possible confounding effects of non-internet factors such as personal 

internet use experience of the respondents’ and the level of simultaneous non-internet 



 226

based relationship.  A related limitation is the possible effects of non-response bias in 

the second stage of data collection.  The responses could have been influenced by those 

users who have more enthusiastically adopted internet banking.  Thus the findings of 

this research should be viewed under the possible non-response bias.  These 

confounding effects were minimised in the design of the questionnaire but possibly not 

eliminated from the results.  It is a limitation that is shared with much other business 

research.   

 

Another limitation of this (and much other) research is the use of the construct of 

propensity to stay as the independent variable.  I justified the use of this construct from 

the literature in Section 2.4.2 and from practitioners in the stage one interviews 

described in Section 3.7. It is directly related to the commercial benefits of relationship 

marketing in that ‘staying’ means repeated transactions and these incur lower costs than 

those of establishing a new customer (Buttle 1996; Reichheld 1996). However, ideally, 

the independent variable could be more related to more concrete business outcomes like 

increased sales or profits.  These outcomes are widely accepted as desirable and so the 

lack of a link between them and the construct of propensity to stay used in this research, 

could be considered to be a limitation. But it is a limitation that is shared with much 

other business research, as Section 2.4.2 shows, and stage one’s interviews with 

experienced practitioners in the relatively new field of internet marketing provided no 

way of overcoming this limitation. Certainly, there is scope for further research about 

this limitation.   

 

Nevertheless, the other findings of this business internet banking research could be 

generalised to other services that share some common characteristics with this industry 

or service type.  For example, the model proposed and tested in this research could 

apply to services where the customer and service provider experience continuous and 

low contact, such as insurance, telecommunications, and postal services.   

 

In brief, despite the limitations raised, this research makes a valuable contribution to 

marketing theory and practice. 

 

6.5.2 Implications for further research 

As the internet becomes more diffused throughout society, and improvements in web 

site security are made, transactions - rather than mere information-gathering - are likely 
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to become more prevalent.  This will likely alter exchange relationships within complex 

channels like those in the service industries even further (Bitner 2000).  Therefore, as 

the evolution of e-commerce continues, research should keep step to uncover the 

complexities and opportunities it causes.  

 

Firstly, further research is needed to validate and generalise the findings to broader 

settings and hence future research should examine similar research issues across 

different service sectors, for example, the business services of accountancy, 

management consultancy, directory advertising, insurance, telecommunications, 

professional services or recruitment agencies.  As well, the research could be replicated 

in other developed countries like the United States, and in developing countries. 

 

In turn, this research was concentrated in the business services sector. The model could 

be tested in other sectors such as business durables, business consumables, FMCGs, 

consumer services and consumer durables.  Such a study would either increase the 

generalisability of the model if the evidence is supportive or provide alternative models 

for these sectors. The study could also be conducted using multiple service products of 

different levels of involvement thus increasing the generalisability of the findings.  A 

cross-cultural study could also be conducted to identify differences in paths due to 

cultural effects. 

 

Another direction for further research would be to expand the model to include other 

variables.  The variables included in this research’s model were those found in the 

literature (Section 2.4) and results from the convergent interviews (Section 3.7.2).  

Nevertheless, this pioneering B2B internet research could be followed by further 

research that includes constructs such as value (Eggert & Ulaga 2002; Kothandaraman 

& Wilson 2001), and actual business performance to further enrich the understanding of 

the impact of the internet on inter-firm relationships.  For example, Sweeney’s  (2000) 

conceptual model of B2C internet-facilitated relationships depicts the effect of social 

and technical dispositions on the relationship. These could be added to the model and 

tested upon the foundation of research to reduce the unexplained variance in the 

internet-facilitated relationship.   Moreover, the construct of propensity to stay was 

considered more appropriate than other behavioural intention as justified in Section 

2.4.2.  Other behavioural constructs may also be useful in further research.  As well, the 
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constructs of level of internet use needs to be refined and adapted for other industries 

and for evolving B2B internet application.  

 

Further research could also look at the interactions of relationship constructs from 

different informants’ perceptions. Only buyer firm perceptions were collected and 

analysed because they make the decision of continuing or terminating marketing 

relationships.  Because of their different roles, informants from buyer firms may 

perceive some aspects of relationships differently from supplier firms (Kumar, Hibbard 

& Stern 1994). For instance, the construct of dependence has been shown to take 

different roles depending on the position of the service firm on the value chain (Section 

3.7.2). It would be useful to replicate this research in another business context to 

determine if dependence plays the same role when the respondents are on the supply 

side of the value chain.  

 

It should be acknowledged that there are potential drawbacks associated with the use of 

a one-dimensional conceptualisation of constructs.  Although the use of one-

dimensional conceptualisation of the constructs in this research’s model has been 

justified in Section 2.4.2, further research could explore other dimensions of these 

constructs because multi-dimensional conceptualisation may provide greater 

diagnosticity for some constructs.  For example, the construct of trust could be treated 

as a two-dimensional construct which captures both credibility that is based on a party’s 

expertise and reliability; and benevolence that is based on the quality, intentions and 

characteristics attributed to the partner rather than its specific behaviours (Ganesan 

1994).   

 

Also, reciprocal effects could be further explored in future research in somewhat 

simpler structural models.  In this research, one-way arrows were used in Structural 

Equation Modeling because of the parsimony principle in SEM.  The addition of 

reciprocal effect to a model makes it more complicated, that is, it makes it  

‘nonrecursive, which makes the model more difficult to analyse’ (Kline 1998, p. 103). 

This research was the first empirical research about constructs in B2B internet 

relationships, and so it seemed wise to be as parsimonious as possible (Coote 1994).  

Future research could examine possible use of non-recursive versions of the model or 

parts of the model developed for this research.   
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Finally, the cross-sectional nature of the survey precludes inferring causality amongst 

the variables (Section 4.2.2).  This study could be duplicated in the future to provide 

longitudinal data for all constructs in the model, and thus allow conclusions about the 

causal ordering of these constructs to be drawn. For instance, longitudinal research 

designs could be employed to investigate relationships at different stages of a 

relationship life cycle discussed in Section 2.3.3.  These designs might produce different 

findings of the effect of the internet use on inter-firm relationships between new and 

established ones. 

 

6.6 Conclusion 

In this chapter, a discussion and comparison of the literature to the findings of the three 

research issues was presented to identify the contribution that this research makes to the 

understanding of the research problem.  Conclusions about the research problem were 

then presented.  Implications for theory, practice and policy were then offered, followed 

by limitations of the research.  Finally, implications for further research were suggested. 

 

In brief, this research provides a structure of understanding internet-facilitated 

relationship marketing in a B2B setting and explores the impact of internet use on both 

structural and social bonds in an exchange relationship. That framework is a 

contribution because it is the first rigorously researched step towards understanding the 

important confluence of two new and powerful streams of business activity.  The 

framework was built from theory and empirical research to represent this process and 

provides a foundation for further research. 
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Appendix 2.1: The internet, its size, growth and future 
 

A 2.1 The internet defined and described 

Before internet marketing can be defined, the internet itself should be considered.  In 

this section, the internet’s definition, its tools and systems, its size, growth and future 

are discussed.   

 

Definition.  The internet needs to be defined at the start.  There are three perspectives 

on what the internet is in the current literature.  From a technological perspective, the 

internet is a collection of world wide network of computers (Bickerton, Bickerton & 

Pardesi 1996; Forrest 1999; Stallings & Van Slyke 1998), connected by Transmission 

Control Protocol/Internet Protocol (TCP/IP) that allows communication between 

otherwise incompatible computers (Forrest 1999; Hamill & Gregory 1997). Socially, it 

is a space where a community of people access the same resources (Angehrn & Meyer 

1997; Hoffman, Novak & Chatterjee 1995) and communicate with each other through 

email, Usenet, and the web (Strauss & Forest 1999).  It is this social feature, along with 

there being no governing body, that allows the internet to be shaped by its users.  

 

Thirdly, from a marketer’s perspective, the internet is a tool which marketers use as an 

integral piece of the marketing mix (Strauss & Frost 1999).  For this research about 

internet-facilitated marketing relationships, this marketers’ perceptive on the internet is 

especially relevant as I will not focus on the internet as a general tool for social 

exchange, but more specifically as a medium within the marketing arena.  The internet 

as a marketing tool has two main advantages over other media – addressibility 

(Deighton 1997; Evans & King 1999) and responsiveness (Evans & Wurster 1999).  

When these two elements coexist, a medium that has the potential to carry conversation 

can converge towards intimacy at almost nil cost (Deighton 1997).   

 

The development of the internet. The development of the internet took place in 

several chronological phases (Kalakota & Robinson 1999).  The origin of the internet  

date back to 1969 when the US defense department established the Advanced Research 

Projects Agency to link various military and research institutions to exchange data and 

information; and as an  result of the Cold War, it created a communication network that 

was able to survive a nuclear war (Morley & Gelber 1996). One of its major 
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achievements was the development of a standard protocol, known as Transmission 

Control Protocol/Internet Protocol (TCP/IP) which allowed dissimilar computers 

systems to communicate.  As a result of internet’s origin, the users of the internet were 

predominantly government sponsored or university sponsored researchers.  

 

It was not until the web was developed by Tim Berners-Lee of the European laboratory 

for Particle Physics in Switzerland and the release of the first graphical user interface in 

1993 that the internet began a sustained exponential growth (Stallings & Van Slyke 

1998).   Full commercial internet connections became available in 1991. 

 

Emerging internet-based technologies. Electronic business process involves three 

types of internet-based communication networks: the internet, intranet and extranet 

which are compared in Table A2.1.   

 

Table A2.1        E-commerce topologies 
Topology Internet Intranet Extranet 

Users Stakeholders Organisation members Business partners 

Extent  Global Organisational Business partnership 

Focus Stakeholder 

relationships 

Employee information 

and communication 

Distribution channel 

and communication 

Source: developed for this research, based on (Watson et al  2000), Vlosky, Fontenot & Blalock (2000), 
and Turban, Lee, King & Chung (2000). 
 

The internet is a global network of networks that is well-suited to communications with 

a wide variety of stakeholders.  It is also known as the information superhighway and 

supports applications such as e-mail, the web, file transfer and Internet Relay Chat 

(Forrest 1999).  Connecting with this internet technology, the intranet connects 

functions and activities of value components within the organisation (Walters & 

Lancaster, 1999).  It uses the internet technology, but does not necessary function 

through the internet.  A company may use an intranet to facilitate communications 

among its members and deliver information and services to employees.  Finally, the 

extranet is a network that links business partners to one another over the internet.  This 

linkage is usually accomplished by companies allowing their partners to access certain 

areas of their intranet.  Even though a company extranet is on the internet, access is 

limited to authorised participation (Radosevich 1997) 
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Therefore the scope of internet’s applications is much broader than that of the intranet 

and extranet.  The focus of this research is on the internet-based technologies that 

provide the architecture for the seamless convergence of a number of business 

applications under the umbrella of electronic commerce (Kalakota & Whinston 1997).  

 

In addition, the three main internet tools include electronic mail or email, Usenet and 

the web (Forrest 1999; Jemmeson 1997; Zimmerman & Mathiesen 1998).  Firstly, email 

is the basic internet tool that is widely used and ideal for delivering text documents.  

Next, the Usenet is essentially electronic bulletin boards that allow like-minded people 

to exchange ideas on various designated topics and to assist one another in various 

technical areas (Forest 1999; Zimmerman & Mathiesen 1998). 

 

Thirdly, the web is the fastest growing sub-network of the internet and connects 

documents or web pages anywhere in the world (Sterne 1999; Hanson 2000).  It is the 

emergence of the web that has resulted in the explosion in popularity and usage of the 

internet and the subsequent embrace of electronic commerce (Strader 1999; Heinen 

1996).  The web possesses the greatest potential for marketing because it is the most 

interactive of the internet systems (Hoffman, Novak & Chatterjee 1995).  Through the 

web, hyperlinked information on any computer is addressable on a network connected 

to the internet system, regardless of its platform.   

 

Internet’s business uses.  Largely due to this rapid increase in users, more and more 

companies transfer parts if not all of their business transactions and communications to 

the web. The creation of the commercial internet has led to the creation of new 

terminology to describe the organizations and activities involved in its development, 

and so this needs to be presented early in this thesis.  Two main categories of 

terminology are relevant: terminology to describe the level of involvement with the 

internet by organizations and terminology to classify the basic focus of the business in 

terms of markets served.   

 

Brick-and-mortar, click-and-mortar, and pure internet plays.  Consider businesses’  

level of involvement with the internet first.  There are three types of businesses, namely 

brick-and-mortar, click-and-mortar, and pure plays (Peet 2000).  These terms describe 

how much a certain organization makes use of the internet for business purposes.  The 

first and last categories can be regarded as the two ends of a continuum ranging from no 
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use of the internet for brick-and-mortar through to exclusively virtual businesses for 

pure plays.  The middle category describes a much broader range of businesses that 

make use of both traditional and virtual business processes, combining both off-line and 

on-line activities.   

 

More specifically, brick and mortar describes businesses that do not make use of the 

internet but rely exclusively on physical facilities and paper-based processes for 

conducting business.  These types of organizations now make up a small minority of 

businesses in developed countries, especially in North America, Western Europe, and 

Australia (Cairncross 2000).  Examples of brick-and-mortar businesses can still be 

found in most industries.  However, most remaining brick-and-mortar companies are 

concentrated in primary industries where relatively old production techniques are 

utilized and growth opportunities are limited (Turner 2000). 

 

The other end of the continuum consists of organizations that are strictly virtual in 

nature and are referred to as ‘pure plays’.  These businesses also make up a relatively 

small percentage of organizations and have no physical facilities.  The most successful 

pure plays have been the internet portals, which are virtual businesses that serve as 

gateways to other internet sites (Peet 2000).  They come in a variety of forms with 

information portals such as Yahoo and Lycos and exchange portals such as Alibaba.com 

being the most well known.  Pure plays exist in many industries, but are mostly 

concentrated in the service sector such as stock brokerage, retailing, and travel services 

in which physical production facilities are not required (Mottl 2000). 

 

The middle category and the focus of this research, click-and-mortar, is rapidly 

becoming the most prevalent one of the three categories.    These businesses are 

classified as click-and-mortar because they combine both physical and virtual business 

processes.  Click-and-mortar businesses often originate from either brick-and-mortar 

businesses or pure plays.  That is, click-and-mortar companies can be created when a 

traditional brick-and-mortar company shifts some of its business processes to the 

internet.  This category of e-business has also gained popularity among some of the 

more successful virtual businesses when they change from an exclusively virtual 

business to one that also makes active use of physical processes (Barua, Konana, 

Whinston & Yin 2001; Deitel, Deitel & Steinbuhler 2001).  
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To date, click-and-mortar businesses have been more successful at leveraging the 

benefits provided by the internet (Mottl 2000), particularly in the third wave of e-

business evolution (Hoek 2001; Dutta & Biren 2001) which centers around existing 

organisations with a heritage in the brick-and-mortar world who are now penetrating the 

e-business environment.  Therefore, a focus on click-and-mortar is more appropriate in 

the current environment.  Thus the primary focus of this research is organisations that 

follow a click-and-mortar approach to internet marketing. 

 

B2B versus B2C.  The second way of classification of internet use is based on the 

markets that the firm uses the internet for.  The commercial use of the internet can be 

divided into two categories: business-to-consumer and business-to-business internet 

uses.  Approximately 20 percent of the e-commerce is accounted for by B2C e-

commerce and 80 percent B2B (Alston 1999; Essick 1998).  

 

Business-to-consumer internet use receives the most attention in the press and concerns 

marketing and selling goods and services to individual end-consumers directly through 

the internet.  The payment for the purchase can be made over the internet using 

electronic cash and secure payment systems.  The delivery of the goods and services can 

be sent over the internet or by physical delivery depending whether the goods and 

service can be digitalized or are goods and services of a physical nature (Kalakota & 

Whinston 1997).  

 

In turn, the more important B2B internet use is concerned with businesses that market 

their products/services or conduct business activities with other business (Plant 2000; 

Strauss & Frost 2001).  B2B internet use includes the use of all three topologies of e-

commerce described in Section 2.3.1 (Kalakota & Whinston 1997; Watson et al. 2000).  

The internet-based technologies provide effective and efficient ways in which corporate 

buyers can gather information rapidly about available products and services, evaluate 

and negotiate with suppliers, implement order fulfillment and access post-sales services 

(Archer & Yuan 2000). The applications of the internet-based technologies in a B2B 

context are detailed in Section 2.3.2.   

 

To date, B2B e-commerce constitutes by far the largest and most important type of 

commerce on the internet (Corbitt 2002).  Indeed B2B transactions account for over 80 

percent of all transactions conducted over the internet, which translates to over US$400 
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billion in 2000 and an estimated US$2 trillion by 2003 (Hicks 2000).  Thus B2B 

internet marketing is the focus of this research.  

 

Growth and future.  The growth of the internet and in particular the exponential 

growth of the web has created commercial opportunities for electronic commerce. 

Worldwide, there are 322 million people with internet access.  By 2003, internet–based 

e-commerce revenues could reach US$1 trillion, or about 1.5 percent of all global sales 

(Global Internet Statistics 2001).  

 

Australia is among one of the leading countries in terms of the proportion of internet 

users in the population (Australian Bureau of Statistics 2000).  For example, the 

estimated number of people with internet access is 5.6 million by 2004 (65 per cent of 

the adult population) and internet users are growing by 2-4 percent per month 

(CyberAtlas 2002).  Moreover, according to a Sydney based sales analyst, online sales 

are more than A$910 million a year (Sloane 2000).  

 

In conclusion, just as other technologies such as television, telephone and fax have 

changed marketing theory and practice over the last 50 year, the internet is changing the 

discipline of marketing (Deighton 1996; Hoffman & Novak 1996). Therefore, internet 

marketing is critical for exploiting the business opportunities created by the growth of 

the internet.   
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Appendix 2.2: Classifications of marketing relationships in a business-to-business 
context 

 

In this appendix, several categories of marketing relationships will be joined to show 

how marketing relationships can be classified.  Classifications of relationships can have 

many or only a few categories.  Relationship development requires at least two actors 

who are in contact with each other.  Based on this simplest relationship, Gummesson 

(1995) proposed 30 relationships that can be categorised into three classic relationships 

of marketing: dyad where the relationship is between a customer and a supplier; triad 

which involves relationship between the customer, his or her present supplier, and 

competitors; and network which concerns all members in the distribution chain (Teale 

1999).  A more recent three-fold categorisation of relationships: relationship, neo-

relationship and network marketing (Healy, Hastings, Brown & Gardiner 2001), 

extended this classification by cross-referencing the number of participants to the 

marketing relationship with the context of the relationship.  

 

Between these two classifications of 30 and 3 relationships, a six-fold categorisation is 

adopted for this section because of its comprehensive acknowledgement of core issues.  

A range of marketing relationships can be placed in this categorisation that is 

demonstrated in Figure A2.1 and discussed next.    

 

A single transaction (box 1 in Figure A2.1) between two actors of buyer and seller 

forms the basis of economic exchange.  These transactions are conducted as discrete, 

market-based exchange with virtually all the necessary information contained in the 

price of the product exchange (Houston 1987).  Within such a pure transactional 

relationship, profit maximisation is the objective of marketing activities while credit 

extensions are not granted, customers are not recognised by the seller, and loyalty does 

not exist (Webster 1992). 



 

Figure A2.1: A categorisation of marketing relationships                                     
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‘relational exchange’ has both history and future being characterised by multiple 

transactions over time as part of a history and future regime of transactions (Fontenot 

& Wilson 1997, p. 5). That is, relationships evolve from a series of transactions over 

time (Storbacka, Strandvik & Gronroos 1994) and each transaction or episode is 

affected by the relationship of which it forms part and each episode in turn affects the 

relationship (Ford 1997).   

 

For example, a successful critical episode can strengthen the relationship despite 

unsatisfactory routine or low weight episodes, so that the customer views the 

relationship as satisfactory and not worth changing (Perrien, Filiatrault & Ricard 

1992; Storbacka, Strandvik & Gronroos 1994). On the other hand, unsuccessful 

critical episodes can ruin the relationship despite satisfactory routine episodes.   

 

In brief, relationships arise from a multiplication of transactions with successively 

higher levels of interdependence. However, not every transaction has the potential to 

multiply to become a relationship, but relationships are built through one critical 

encounter at a time in an interactive process (Bennett 1996; Bitner 1995; Perrien, 

Filiatrault & Ricard 1993).  In turn, these beginnings of trust and commitment may 

form even closer social bonds through hard, long-term contractual relationships (box 

3 in figure 3) to resolve disputes (Webster 1992; Pelton, Stutton and Lumpkin 1997).   

 

In contrast, soft buyer-seller relationships (box 4 in Figure A2.1) are normally 

developed from repeated transactions without the existence of contracts, where 

individual heterogeneous firms make specific investments in adaptations for particular 

customers.  

 

Next, contractual long-term relationships can be developed into strategic alliances 

(box 5) that involve legalistic, contractual relationships similar to those of a vertically 

integrated firm.  Thus economic interdependence is high but social interdependence 

maybe low because legal sanctions enforce cooperation.  Finally, networks (box 6) are 

at the end of the continuum and cover more complex relationships/webs (Coviello, 

Brodie & Munro 1997) of three or more actors.  The levels of both economic and 

social interdependence in the exchange processes of networks are higher than those in 

other types of relationships.  These types of relationships are based on dyadic  
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Within this framework, an adaptation process is a structural bond building process 

that is often accompanied by the forming of social bonds noted above (Buttle & 

Ahmad 1999).  This adaptation occurs in the relationship development of both 

contractual and non-contractual relationships.  Adaptation is important because the 

relational partners may need to adapt their needs or capabilities to achieve initial 

compatibility or the relational partners may need to adapt to changing business 

conditions in order to preserve ongoing relationships (Hallen 1991). 

 

In brief, these six types of relationships evolve through time as each party makes 

investments in and adapts to the other as structural and social bonds emerge and 

evolve.  This six-fold classification captures many of the issues discussed earlier 

about the structural and social bonds and the differences between transactional and 

relational marketing.   
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Appendix 3.1: Letter to convergent interview participants 
 

 
 
 
 

Sally Rao  
School of Marketing 

Room 1.29, Academic 2 
Logan campus, Griffith University 

University Drive, Meadowbrook 4131 
Tel: 3382 1096 
Fax: 3382 1981 

Email: S.Rao@mailbox.gu.edu.auT
 
 
 

Re: Your participation in a university research project 

 
Dear (participant’s name) 
 
We are conducting a national study at Griffith University on the impact of internet 
usage on inter-firm relationships in the information technology industry.  
Understanding and improving inter-firm relationships through the use of the internet 
is the key concern of this research and the result of this research will serve as a 
reference source for marketing practitioners in making decisions about how the 
internet is used in business processes.   
 
We are particularly interested in the perspective of your organisation, as I am aware 
of your involvement in the internet marketing practice through AIIA (Australian 
Information Industries Association) and your organisaition's web site.  To this end, I 
would appreciate the opportunity of talking to you for approximately one hour 
regarding your experience in internet marketing.  I fully understand your work 
commitments and would be willing to meet at any time suitable to yourself.  
However, I understand your need to keep a competitive advantage, and wish to assure 
you that any comments would be confidential and material asked would be of a 
general nature. 
 
We would be very grateful if you decided to participate in this research project as we 
believe you could contribute to a better research on the topic.  The result of our 
research will be summarized in a report and be available to you.   
 
I look forward to your reply and will telephone you in the near future to seek your 
participation in this study. 
 
Yours sincerely 
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Appendix 3.2A: Initial convergent interview guide 
 
Introduction 

Thank you for taking the time to participate in this research. 
 
Purpose of this research.  While internet marketing has grown rapidly in Australia, 
scant attention has been paid to how it affect business relationships.  Therefore this 
research aims to investigate this topic. 
 
The results of this research will serve as a reference source for marketing practitioners 
in making decisions about how to maximize internet marketing’s effectiveness and to 
build business relationship with a trading partner in an e-business environment. If you 
wish, I could send you a report of the research project’s findings. 
 
Ethical considerations. All the data collected in this interview is confidential and 
anonymous. For the safety and benefit of your company and yourself, I will disguise 
your company’s and your name in the final research report in order to achieve 
anonymity, along with any other identifying details.  Could I please tape record this 
interview as it will assist me with my data analysis? If you agree, please feel free to 
push the ‘pause’ button of the tape recorder at any time during the interview. Indeed, 
you can terminate your involvement in this project at any time. Do you have any 
further questions regarding the objective or procedure of the interview? 
 
This protocol is not a questionnaire but provides a framework for the interview. 
 
 
Date:_______________________  Time commenced: _______________________ 
 

Interviewee’s name: 

____________________________________________________ 

Organisation: ___________________________   
 
 
Current position: _________________________________  
 

No of Employees:  
 
 
Annual sales revenue:  
 
 
When did your organisation start dealing with major business partner electronically: 
_________________ 
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Interview questions: 
Can you tell me a story about your experiences of dealing with a business trading 

partner using the internet? 
 
 
 
 
 
 
The following table lists the possible e-business activities.   
Please tick the items that have been carried in your organisation and indicate to what 

extend these activities are carried out on a 1-5 scale.  
E-business activities 1 2 3 4 5 
1. We use Internet access for email and/or information searches      
2. We use our web sites to display company information and/or 
advertise their goods or services 

     

3. We use the internet for activities associated with buying goods or 
services such as ordering from supplier, purchasing information on-
line or receiving invoices 

     

4. Our web sites offered secure access or secure transactions      
5. We sell goods or services to customers through our web site.  E.g., 
receiving orders, sending invoices and providing after sales service 

     

6. Our Web site provide after sales service to customers, e.g. 
facilitating tracking orders, retrieving account information via the 
Web site 

     

7.We use shopping cart software and an on-line payments facility      
 
 
b) Please also comment on the comprehensiveness of this list of internet 
applications.  Is there any other activity that should be included in the list? 
 
 
 
 
 
 

Is there any change in your communication behavior since the adoption of e-business?  
for example, reduced phone/fax contact, reduced interpersonal contact?   

 
 
 
 
 
 

a) How would you define the quality of your relationship with a business partner 
(e.g. suppliers/customers)? 
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a) In general, how does the usage of the internet affect your relationship quality 
with your business suppliers/customers?  Do you try to develop long-term, 
close relationship with your major e-business partners?   

 

 

 

          

 

6. What relational outcomes have been realised or do you expect as a result of 
B2B internet use? 

 

 

 

8. What’s your impression of this theoretical model?  Is it comprehensive and 
complete?  Does it apply in practice? (Figure 2.6) 

 

 

9. What other questions could I have asked? Who else could/should I talk to on 
this topic? 

 

 

 

 

 

ish to thank you for your participation in this process. Please be assured that your
rticipation in this research will not be made public unless you wish it to be. I will
guise all participants in the report. Your participation in this research is voluntary
d you may pull out at any time. 
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Appendix 4.2A: Letter to survey participants 

 
 

Sally Rao 
School of Marketing 

Room 1.29, Academic 2 
Logan Campus, Griffith University 

University Drive, Meadowbrook 4131 
Tel: (0061) 07 3382 1096 
Fax: (0061) 07 3382 1981 

Email: s.rao@mailbox.gu.edu.au 
 
 
 
We are conducting a survey to provide current information concerning business 
internet banking in Australia.  This important information will benefit you and 
others as banks improve their financial services to customers.  
 
If your organisation uses internet banking service, please assist us by completing and 
submitting a questionnaire on the internet by yourself or the appropriate personnel in 
your organisation. It should only take about 5 to 10 minutes.  The URL is: 
https://www.gu.edu.au/surveys/businessbanking/content01.html.   
 
Alternatively, you can contact me by email, phone or fax and I will send a copy of the 
questionnaire immediately. A copy of the results will be available to all participants 
once data is analysed.  
 
Your contribution to the success of this study will be greatly appreciated. 
 
Yours sincerely 
 
 
 
Sally Rao 
School of Marketing 
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Appendix 4.2B: Followup letter to survey participants 
 

 
 
 

Sally Rao 
School of Marketing 

Room 1.29, Academic 2 
Logan Campus, Griffith University 

University Drive, Meadowbrook 4131 
Tel: (0061) 07 3382 1096 
Fax: (0061) 07 3382 1981 

Email: s.rao@mailbox.gu.edu.au 
 

 
Two weeks ago, a survey questionnaire seeking your input about business internet 
banking was faxed to you. As of today I have not yet received your completed 
questionnaire. 
 
I would appreciate it if you could complete the questionnaire and return it by 12 
March 2002. In order for the results of this study to be truly representative it is 
essential that each company return its questionnaire.   
 
If by some chance you did not received the questionnaire, or it has been misplaced, 
please contact me on (07) 3382 1096 at any time and I will send another one 
immediately. Alternatively, you can complete and submit the survey on the internet: 
https://www.gu.edu.au/surveys/businessbanking/content01.html.  
 
Your contribution to the success of this study will be greatly appreciated. 
 
 
Yours sincerely 
 
Sally Rao 
School of Marketing 
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