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This study examines what drives customers’ use of an on-
line channel in a relational, multichannel environment.
The authors propose a conceptual model of the determi-
nants of online channel use and overall satisfaction with
the service provider. They then conduct two large-scale
studies in different service contexts to test the model. The
results show that Web site design characteristics affect
customer evaluations of online channel service quality
and risk, which in turn drive online channel use. Cus-
tomers’ overall satisfaction with the service provider is de-
termined by the service quality provided through both the
online channel and the traditional channel. The results
offer insights into the trade-offs that multichannel service
providers face as they attempt to influence online channel
use while maintaining or enhancing overall customer
satisfaction.
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The global electronic marketplace creates the poten-
tial for fundamental changes in the nature of competi-
tion. However, online activities cannot be considered in
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isolation, because they take place within the broader
context of marketing activities conducted simulta-
neously in conventional marketing channels (Peterson,
Balasubramanian, and Bronnenberg 1997). In a multi-
channel environment, service providers may reach cus-
tomers using a mix of channel formats, including offices,
online Web sites, direct mail, and kiosks. A multichannel
service provider’s objective is to distribute resources
across the channel mix to satisfy customers and maximize
profits. Therefore, understanding what drives customers’
relative evaluations and use of alternative channels is an
important first step in creating complementary synergies
across the expanding range of channel formats.

Cross-channel synergies are particularly important in
relational exchange contexts in which customers choose
from different channel formats that belong to the same
firm. Relational, multichannel exchange contexts are char-
acteristic of many service industries, including financial
services, insurance, health care, telecommunications, util-
ities, and education. In relational exchanges, the service
provider has been chosen, and changes are rare in the short
term; thus, the relational customer evaluates and chooses
from the channel offerings of a single service provider.

In this study, we examine how alternative channel
assessments influence online channel use and overall satis-
faction in a relational, multichannel context. Our empirical
studies examine two contexts—financial and university
services—and explore two different levels of customer
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assessment—global and activity-specific evaluations.
Global evaluations refer to customers’ overall assessments
of a service provider, whereas activity-specific evaluations
refer to their assessments of a specific activity or interac-
tion with the service provider. Customer perceptions may
differ depending on the level of assessment. For example,
in a banking context, customers may express their overall
(dis)satisfaction with the service provider and, at the same
time, their (dis)satisfaction with channels for specific
activities, such as loan applications, balance inquities, or
transfers.

Our results indicate that customers’ perceptions of the
service quality provided by the online channel positively
influence online channel use and perceptions of the service
quality provided by the primary alternative channel nega-
tively influence online channel use. Overall satisfaction is
positively affected by the service quality perceptions for
both channels. These findings offer insights into the trade-
offs that service providers face when they attempt to influ-
ence online channel use while maintaining or enhancing
overall customer satisfaction.

CONCEPTUAL MODEL

Our conceptual model draws on technology adoption
and diffusion theory to propose that the Internet is a chan-
nel innovation (see Figure 1). In a relational context, chan-
nel evaluation and choice are based on the relative assess-
ment of a service provider’s alternative channel formats.
Web site design characteristics affect customer evalua-
tions of online channel service quality and risk, which in
turn drive online channel use and customers’ overall satis-
faction with the service provider. Drawing from diffusion
theory, we expect that individual-difference characteristics
associated with general Internet expertise also play arole in
determining risk perceptions and online channel use.

The mediated model structure presented in Figure 1 is
consistent with technology adoption research that has
demonstrated the important mediating role of user evalua-
tions and the role of system attributes as antecedents of
customer evaluations (Davis 1989, 1993; Davis, Bagozzi,
and Warshaw 1989). According to diffusion theory, the
adoption and use of an innovation is influenced primarily
by the characteristics of the innovation and the adopter
(Gatignon and Robertson 1985; Rogers 1995). Adoption
and use decisions are based on subjective evaluations of an
innovation’s relative advantage and the compatibility of
that innovation with personal characteristics.

Because of our focus on the service context, we posi-
tion service quality perceptions as the central mediating
factor in our model. We define service quality perceptions
as overall assessments of the perceived performance of the
service provider. Modeling service quality as a mediator is
consistent with prior research that has shown service

quality perceptions are important indicators of customers’
overall evaluations and market performance in service
industries (Parasuraman and Grewal 2000; Parasuraman,
Zeithaml, and Berry 1994; Zeithaml 1988; Zeithaml,
Parasuraman, and Mathotra 2002).

We also delineate channel-specific perceptions of ser-
vice quality because service providers may deliver (and
customers may perceive) different levels of service quality
in different channels. Because users of technological prod-
ucts such as the Internet have poorly formed service
expectations (Mick and Fournier 1998; Zeithaml et al.
2002), the primary alternative channel likely acts as a ref-
erence point for the online channel assessment and use
decision. We briefly define each constiuct in our concep-
tual framework and offer specific research hypotheses.

Antecedents to
Online Service Quality

Online marketers exercise considerable latitude in
designing their online offerings and Web site interface to
enable or subvert customer search and exchange activities
(Alba et al. 1997; Hoque and Lohse 1999). The ultimate
success of electronic marketing depends on understanding
the way in which customers’ interactions with a Web site
interface influences their evaluations and behaviors. Prior
research on technology adoption shows that user percep-
tions of usefulness and ease of use determine their adop-
tion of a new information system (Davis 1989, 1993;
Davis et al. 1989; Venkatesh and Davis 2000). Consistent
with information search theory and human-computer
interaction research (Alba et al. 1997; Card, Moran, and
Newell 1983; Hoque and Lohse 1999), we propose that
customers’ assessments of three specific Web site design
characteristics—navigation structure, information con-
tent, and graphic style—influence their subsequent evalu-
ations of online channel service quality.

Navigation structure is defined as the organization and
hierarchical layout of the content and pages in a Web site.
This feature governs a user’s forward, backward, and lat-
eral movement through a Web site and can be character-
ized as the number of clicks it takes to get into and through
the site. Prior research has shown that navigation structure
affects the amount of shopping effort required to use a re-
tail site (Baty and Lee 1995; Hoque and Lohse 1999). Un-
complicated Web sites that are intuitive and readily
navigable can be characterized as easy to understand and
use (Hoque and Lohse 1999; Lohse and Spiller 1999; Niel-
sen 2000). Prior research on technology adoption shows
that perceived ease of use is associated with positive evalu-
ations of new systems (Davis 1989, 1993; Davis et al.
1989). Therefore, we expect that navigation structures
perceived as easier to use will contribute to positive per-
ceptions of online channel service quality.
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FIGURE 1
Modeling the Determinants of Online Channel Use and Overall Satisfaction
With a Relational, Multichannel Service Provider
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Hypothesis la: Perceived ease of use of the Web site’s
navigation structure will be positively associated
with perceived online channel service quality.

Web site information content is defined as the commu-
nicated material that appears on a Web site. Information
content can include a range of material, such as details re-
lated to the service offering, order status or tracking, cor-
porate policies, or public relations. A review of prior
rescarch on the dimensionality of information (e.g.,
Deshpande and Zaltman 1982, 1987) suggests that three
broad characteristics describe the quality of information
content in an online context: (1) information utility, the ex-
tent to which content is perceived as useful and necessary
for a customer to perform the task at hand; (2) information
accuracy, the perceived correctness or integrity of the con-
tent; and (3) information timeliness, the degree to which

the content is perceived as fresh and up-to-date. Consistent
with prior research, we propose that perceived quality of
the information content has a positive effect on perceived
online channel service quality (Alba et al. 1997;
Swaminathan, Lepkowska-White, and Rao 1999).

Hypothesis 1b: Perceived quality of the Web site’s infor-
mation content will be positively associated with
perceived online channel service quality.

Graphic style is defined as the tangible aspect of the on-
line environment that reflects the “look and feel” or per-
ceived attractiveness of a Web site. We conceptualize
graphic style as the virtual equivalent of traditional retail
store atmospherics (Lohse and Spiller 1999). In this sense,
an aesthetically pleasing Web site design may attract cus-
tomers if it generates pleasurable feelings that are associ-
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ated with the online experience. Prior research has found
that poor graphic design elements and presentation style
can create confusion and contribute to negative affective
reactions that interfere with customers’ willingness to
browse or buy through the online channel (Hoque and
Lohse 1999; Lohse 1993; Nielsen 2000). Thus, the per-
ceived attractiveness of the Web site should be positively as-
sociated with online channel service quality perceptions.

Hypothesis 1 c: Perceived attractiveness of the Web site’s
graphic style will be positively associated with per-
ceived online channel service quality.

Antecedents to Online
Channel Risk Perceptions

We define online channel risk as the uncertainty, as well
as the potentially adverse consequences, if a customer en-
gages in online activities with a particular service provider
(Dowling and Staclin 1994). Prior research suggests that
Web site content can contribute to a customer’s sense of se-
curity and comfort with a Web site (Jarvenpaa, Tractinsky,
and Saarinen 1999; Urban, Sultan, and Qualls 2000). In an
online environment, Web site design and content replace
the salesperson and physical surroundings of a traditional
marketplace (Lohse and Spiller 1999), leaving the Web
site to facilitate the interaction between the customer and
the organization. In an effort to reassure customers and
provide them with a sense of confidence in the site, some
online service providers publish stories, customer testimo-
nials, and policies about their security or privacy practices
(Jarvenpaa et al. 1999; Urban et al. 2000). This suggests
that information content may help reduce the uncertainty
and perceived riskiness associated with the online channel
and ultimately increase the likelihood of use. Therefore,
we expect that perceptions of information content quality
will be negatively associated with perceptions of online
channel risk.

Hypothesis 2a: Perceived quality of the Web site’s infor-
mation content will be negatively associated with
perceived online channel risk.

For the online channel, the atmosphere is digital rather
than physical and is created through the genre and details
of the graphic style (Lohse and Spiller 1999). Consider-
able research has examined attributes of the retail store en-
vironment that are associated with customers’ feelings of
comfort (¢.g., Baker, Grewal, & Parasuraman 2002; Bitner
1992). An important aspect of the graphic style of a Web
site is the use of imagery and iconography to promote cus-
tomer confidence in the professionalism of the organiza-
tion as well as in the security of the site and all
transactions. Prior research suggests that the graphic inter-
face should be consistent thronghout the site and comple-

ment the site content to provide an intuitive, pleasant, and
secure-feeling environment for customer use (Lohse and
Spiller 1999; Nielsen 2000; Urban et al. 2000). We expect
that the attractiveness of a Web site will attenuate per-
ceived risk associated with using the online channel.

Hypothesis 2b: Perceived attractiveness of the Web site’s
graphic style will be negatively associated with per-
ceived online channel risk.

Relating Online Service
Quality to Online Channel Use
and Overall Provider Satisfaction

In a relational, multichannel service context, service
providers implement a range of strategies across the chan-
nel mix. Some service providers may offer different or
limited services, service levels, or price points across the
channe] mix, whereas others may try to replicate their
offerings and programs exactly across channels. In addi-
tion, the search, transaction, and fulfillment processes
may vary across channels for a given firm.

For the customer, we predict that multiple channels
have both competitive and complementary effects: com-
petitive in that higher perceived service quality of one
channel over another will lead to channel preference; com-
plementary in that higher perceived service quality of all
channels will lead to higher overall customer satisfaction.
When the online channel is perceived to offer high service
quality, we expect that customers will use the online chan-
nel more frequently and that overall satisfaction with the
service provider will be higher.

Hypothesis 3: Perceived online channel service quality
will be positively associated with (a) online chan-
nel use and (b) overall satistaction with the service
provider.

The Role of Alternative
Channel Service Quality

In a relational, multichannel context, customers likely
have experience with multiple channels. They may rotate
channel use among a set of acceptable channcls, so that as
the number of channel options grows, channel switching
will occur to the extent that cach channel creates specific
customer value and contributes to overall satisfaction. In a
multichannel context, we contend that online channcel ser-
vice quality is assessed relative to a benchmark alternative
channel because users of technological products such as
the Internet have poorly formed service expectations
(Mick and Fournier 1998; Zeithaml, Parasuraman, and
Malhotra 2002). In the absence of channel-specific perfor-
mance expectations, the service provider’s alternative
channel constitutes the reference point for customers’
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evaluations. Consistent with adaptation level theory
(Helson 1964) and brand and store choice literature (e.g.,
Ailawadi, Neslin, and Gedenk 2001; Richardson, Jain, and
Dick 1996), we predict that higher perceptions of alterna-
tive channel service quality will lead to less use of the
online channel.

The alternative channel may be viewed as competitive
when the focus is on customers’ evaluations or compari-
sons of channel service quality and channel choice, but
customer satisfaction research suggests that customers’
evaluations of competing alternatives (including rejected
alternatives) remain salient in postchoice satisfaction pro-
cessing (Droge, Halstead, and Mackoy 1997). Thus, even
when the alternative channel is not chosen, positive evalu-
ations of alternative channel service quality should posi-
tively affect overall customer satisfaction.

Hypothesis 4: Perceived service quality for the primary
alternative channel will be (a) negatively associated
with online channel use and (b) positively associated
with overall satisfaction with the service provider.

Relating Online Channel
Risk Perceptions to Online
Channel Use and Overall Satisfaction

Customer confidence in transaction security and pri-
vacy are linked to online behavior (Jarvenpaa et al. 1999;
Swaminathan et al. [999). Although perceptions of online
security should evolve over time as customers become
more technically proficient and comfortable with Internet
security, we expect that customers who associate the on-
line channel with higher levels of perceived risk are less
likely to use it. Although risk perceptions associated with
any channel likely affect overall satisfaction with the ser-
vice provider, we focus here on the relationship between
satisfaction and online channel risk.

Hypothesis 5. Perceived online channel risk will be nega-
tively associated with (a) online channel use and (b)
overall satisfaction with the service provider.

The Role of Individual-
Difference Characteristics

Consumer diffusion research shows that earlier adopt-
ers of innovations tend to be heavier users of products in a
product category, perhaps because of their greater knowl-
edge and ability to evaluate new information (Gatignon
and Robertson 1985; Rogers 1995). Thus, greater knowl-
edge of, and experience with, the Internet, or genecral
Internet expertise, may create a greater sense of comfort
with a service provider’s online channel and reduce the
perceived uncertainty or risk associated with it. Prior re-
search suggests that customers’ patterns of Internet use

FALL 2003

may affect their evaluation and use of a particular online
channel (Ernst & Young Special Report 2000; Goldman
Sachs 2000; Novak, Hoffman, and Peralta 1999). Results
from various studies and industry reports suggest that se-
curity concerns about online transactions are lower for
consumers with more education and more experience us-
ing the Internet (Ernst & Young Special Report 2000;
Goldman Sachs 2000; WWW User Survey 1998). This
trend indicates that higher Internet expertise positively in-
fluences the use of an online channel, but this effect may be
partially mediated by customers’ risk perceptions.

Hypothesis 6: Higher levels of general Internet expertise
will be (a) negatively associated with online channel
risk perceptions and (b) positively associated with
online channel use.

METHOD

To test the conceptual model, we implemented online
surveys in two distinct contexts: a financial services insti-
tution and a university. Both contexts represent relational
service exchanges. In the financial services survey, we
focused on global customer evaluations of the service pro-
vider. In the university survey, we focused on activity-spe-
cific customer evaluations of the course registration
process.

Study 1 Description

In Study 1, customers provided overall evaluations of a
Fortune 500 financial service provider. Because our inter-
est is in the determinants of customers’ use of the online
channel, the target population for our study included all
customers actively using or trying the online channel. To
reach this population, we posted an online survey with a
link from the financial institution’s Web site. The use of an
online sample and online survey methodology matches
our research objectives of assessing the antecedents of
online channel use.

We first conducted a pretest with 600 respondents to
assess the reliability and validity of our measures. The
financial institution then implemented a major Web site
redesign. Four weeks later, we again posted an online sur-
vey with a link from the Web site. To alleviate concerns of
potential question order bias, we implemented three ver-
sions of the survey, with the ordering of questions varied
across versions. A new sample of 1,137 respondents com-
pleted the online survey for the main study. The average
respondent was 41 years of age, with an average income of
$71,783. According to the financial institution’s esti-
mates, the average online banker at the time of our study
was 37 years age with a household income of $62,887.
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Study 1 Measures

Customers provided evaluations of the service quality
delivered by the online channel and branch offices, as well
as assessments of the Web site design, online channel
security risks, and overall satisfaction. In Table I, we pres-
ent the scale items, along with results from a confirmatory
factor analysis (CFA) to assess the reliability and validity
of the multiple-item latent scales.

The multi-item scale for perceived information content
was based on prior research on the dimensionality of infor-
mation (e.g., Deshpande and Zaltman 1982, 1987). The
navigation structure measures were based on the notion of
ease of use in the technology adoption literature (Davis
1989, 1993; Venkatesh and Davis 2000), and graphic style
measures were drawn from prior empirical research on
retail environment design (Baker, Grewal, and
Parasurmaman 1994). To measure service quality, we cre-
ated one generalizable item for each of the SERVQUAL
dimensions (e.g., Voss, Parasuraman, and Grewal 1998);
however, consistent with the findings of Zeithaml et al.
(2002), some of the employee quality dimensions (e.g.,
empathy) were not relevant to the online context. In addi-
tion, convenience (one of the original 10 dimensions of
service quality reported by Parasuraman et al. [1994]) was
especially relevant to the online context. We adapted secu-
rity perception measures from research on customer confi-
dence in online shopping (Jarvenpaa et al. 1999;
Swaminathan et al. 1999).

We drew from technology adoption research on com-
puter self-efficacy (Venkatesh and Davis 2000) to develop
two items that measure individual experience and exper-
tise as an Internet user. We measured overall customer sat-
isfaction with one item adapted from Parasuraman et al.’s
(1994) notion that customers’ global evaluations stem
from an aggregation of transaction experiences. The item
asked respondents to consider all their experiences as cus-
tomers and rate their level of overall satisfaction with the
service provided by the financial institution on a 6-point
scale anchored by completely satisfied and completely dis-
satisfied. We operationalized online channel use as the
self-reported relative frequency of online versus offline
channel use. The five response options were never, once a
month or less, several times per month, several times per
week, and daily. We coded these responses as 0, 1,2, 3, and
4, respectively, and then sumimed across channels for an
overall frequency score. We calculated relative online fre-
quency by dividing online frequency by overall frequency.
We report the reliabilities for the latent constructs and cor-
relation estimates for the constructs in Table 2.

Study 1 Results

We tested the hypothesized relationships using com-
plete information and maximum-likelihood simultaneous

estimation (LISREL-VIIL; Joreskog and Sérbom 1996).
The standardized estimates for the hypothesized paths,
along with fit statistics, are presented in Table 3. The
results indicate that the structural model fit the Study 1
data well. As shown in Table 3, 12 of the 13 hypothesized
relationships were statistically significant in the hypothe-
sized direction. Contrary to our expectations, graphic style
did not have a significant effect on perceptions of online
channel service quality (Hypothesis 1¢ not supported).

Study 2 Description

To examine the external validity of the conceptual
model, we conducted a second study in a different setting:
registration for courses at a major southeastern U.S. univer-
sity. At this university, both telephone and online channels
for registration are available and widely used. University
registration represents a relational exchange context in
which the customer has a channel choice (online or by tele-
phone) of registration activities. The level of customer
assessment in Study 2 is activity specific (registration only).

For Study 2, we collected data from 493 students who
were offered course credit as an incentive to participate.
Sophomore-, junior-, senior-, and graduate-level class
members were invited to participate to ensure variation in
the level of experience with the registration process. Scale
items were modified to fit the different context. For exam-
ple, the wording of the satisfaction item focused on satis-
faction with the registration process rather than overall sat-
isfaction with the service provider. Otherwise, the data
collection and analysis procedures were identical to the
protocol followed in Study 1. The CFA results are reported
in Tables 1 and 2.

Study 2 Results

Study 2 provided the opportunity to examinc the
robustness of the model in a different research context.
The fit statistics reported in Table 3 indicate that the struc-
tural model fit the data satisfactorily. Although the pattern
of results for the individual paths is fairly consistent, there
are some interesting discrepancies to note. Specifically, 10
of the 13 results from Study | are replicated and supported
in Study 2. The three exceptions in Study 2 are as follows:
(1) graphic style has a significant positive association with
online channel service quality (FHypothesis ¢ supported),
(2) graphic style is not significantly associated with secu-
rity risk perceptions (Hypothesis 2b not supported), and
(3) security risk perceptions are not significantly associ-
ated with online channel use (Hypothesis 5a not
supported).

The replication in a student registration context pro-
vides further support for some of the key components of
the conceptual model, which thereby lends confidence to
the external validity and generalizability of our model and
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TABLE 1
Scale Items and Confirmatory Factor Analysis Results for Studies 1 and 2

Lambda Loading

Item Description (FI = Financial Institution) Study 1 Study 2
Information content perceptions

The FI site provides the information necessary to make informed decisions. .81 .68

The FlL.com site provides me with useful information. .79 76

Information on the FI.com site is accurate. .80 S

Information on the FL.com site is up-to-date. .69 76
Graphic style perceptions

I like the look and feel of the Fl.com site. .85 /o)

The FlL.com site is an attractive Web site. .88 91

I like the graphics on the Fl.com site. .84 .84
Navigation structure perceptions

It is easy to find what I am looking for on the Fl.com site. .86 W2

The Fl.com site provides a clear directory of products and services. .84 .68

It is easy to move around on the Fl.com site. .82 78

The Fl.com site offers a logical layout that is easy to follow. .86 .82
Security risk perceptions

How secure do you feel about applying for a loan or credit online? .88 .85

How secure do you feel about doing online investment activities? .85 .64

How secure do you feel about doing online banking (e.g., view account balance, transfer funds, make payments)? 76 59
Online channel service quality perceptions

FI provides a high level of overall service through its Fl.com site. .88 .80

FI provides convenient service through its Fl.com site. .80 .68

FI provides reliable service through its Fl.com site. .83 .66

FI provides helpful assistance through its Fl.com site. idd 52
Alternative channel service quality perceptions

FI provides a high level of overall service through its branches. .84 78

FI provides convenient service through its branches. 74 .70

FI provides reliable service through its branches. .81 .67

FI provides helpful assistance through its branches. .83 .60
General Internet expertise

How would you characterize your Internet use? (light-extremely heavy) .67 13

How would you characterize your level of expertise with the Internet? (no expertise-high expertise) 18 .67
Online channel use”

Self-reported frequency of online channel use divided by the summed frequency of total use 1.0 1.0
Overall satisfaction”

Considering all of your experiences as a FI customer, how satisfied are you with the level of service

that FI provides? (completely dissatisfied-completely satisfied) 1.0 1.0

Fit statistics

Degrees of freedom 265 265

X 1,006.91 716.66

Goodness-of-Fit Index 93 .90

Nonnormed Fit Index 99 .89

Comparative Fit Index .96 91

Standardized root mean square residual .04 .06

a. Item wording was modified to fit the university registration context.
b. These items are included in the measurement model as a way of communicating complete information. Their inclusion does not significantly change the
results for the overall measurement model fit or individual fit statistics for the multi-item latent construct scales.

findings for different types of relational, multichannel
research contexts. The differences across the two rescarch
settings provide the opportunity to interpret the subtle
effects of research context on the model and results.

DISCUSSION

The purpose of this research was to develop and empiri-
cally test a conceptual model that would identify

determinants of online channel use and overall satisfaction
in a relational, multichannel service provider context. The
empirical studies generally support the hypothesized
model. The results suggest that an online service provider
can influence its customers’ use of an online channel and
overall satisfaction through three Web site design factors
(information content, navigation structure, and graphic
style) and two sets of customer evaluations (service qual-
ity and risk perceptions).
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TABLE 2
Construct Reliabilities and Construct Correlations for Studies 1 and 2°
d. 2 3 4 D) 6 7 9
1. Information content perceptions 86/.83  4I¥¥* 2 9AEE .24 -05 .28
2. Graphic style perceptions 63" .89/.87 . — 1% 374 21 .07 19
3. Navigation structure perceptions ST okt 91/.84 -26%%* .6 A GHEE .06 .26
4., Security risk perceptions =3 hack 87174 -.20* -02 — 18*** — JO** ]9
5. Online channel service quality 89176  .25%%* 04
6. Alternative channel service quality ? .88/.78 —.06 ot e
7. General Internet expertise —.09%* .70/.66 oL S b
8. Online channel use -.02 A4%E% .06
9. Overall satisfaction SRR =|Q9%% NA

NOTE: NA = not applicable.
a. Construct reliabilities for Study 1/Study 2 are presented in bold on the diagonal. Construct correlations (with standard errors) are presented in regular
font below the diagonal for Study 1 and in italics above the diagonal for Study 2.
* Correlation significant at p <.05. ** Correlation significant at p <.01.

TABLE 3
Standardized Coefficients and Fit Statistics for Studies 1 and 2
Results
Hypothesized Path Expected Sign Study 1 Study 2
Hypothesis la  Navigation structure — Online channel service quality + 26*E% BOFAE
Hypothesis b Information content — Online channel service quality + o7t Ak
Hypothesis lc Graphic style — Online channel service quality + -.04 .08*
Hypothesis 2a Information content — Security risk perceptions - —28%** =32k
Hypothesis 2b  Graphic style — Security risk perceptions - ;
Hypothesis 3a Online channel service quality — Online channel use +
Hypothesis 3b  Online channel service quality — Overall satisfaction +
Hypothesis 4a Alternative channel service quality — Online channel use -
Hypothesis 4b  Alternative channel service quality — Overall satisfaction +
Hypothesis 5a  Security risk perceptions — Online channel use - —.09#**
Hypothesis 5b  Security risk perceptions — Overall satisfaction - —.04*
Hypothesis 6a General Internet expertise — Security risk perceptions - = 2THEE
Hypothesis 6b  General Internet expertise — Online channel use + JlglEEs
Fit statistics
Degrees of freedom 280 280
x 1,051.92 729.62
Goodness-of-Fit Index 93 .90
Nonnormed Fit Index 95 .89
Comparative Fit Index .96 91
Standardized root mean square residual .04 .06

* Coefficient significant at p < .10. ** Coefficient significant at p < .05. *** Coefficient significant at p <.01.

The findings also enable us to explore the role of cross-
channel synergies in a multichannel service environment.
We find that multichannel service quality evaluations have
complementary effects on customers’ overall satisfaction
with the service provider (e.g., both online and branch ser-
vice quality perceptions have positive effects on overall
customer satisfaction with the financial services provider).
However, alternative channel service quality perceptions
have competitive cffects on customers’ use of the online
channel (e.g., branch service quality perceptions have a

negative effect on online channel use for the financial ser-
vices provider). These countervailing effects suggest that
interesting cross-channel tensions and synergies can be
managed to deliver service cffectively to the customer.

Cross-Channel Effects
The competitive and complementary effects of multi-

ple channels have several practical implications. The com-
petitive cross-channel effects suggest that customer use of

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



456 JOURNAL OF THE ACADEMY OF MARKETING SCIENCE FALL 2003

TABLE 4
Indirect Effects of Web Site Design Perceptions on Online Channel Use and Overall Satisfaction®

Study 1 Study 2

Predictor Variables Online Channel Use Overall Satisfaction Online Channel Use Overall Satisfaction

Information content 09k 38%kx 05%* A ket
(4.08) (14.19) (2.21) (5.51)

Graphic style .01 -.01 .01 .03
(1.17) (-0.69) (0.89) (1.11)

Navigation structure 102%%% 14k 03 3%
(2.58) (5.84) (1.84) (3.52)

NOTE: Standardized path estimates are reported with z-values in parentheses.

*kCoefficient significant at p < .05. *#* Coefficient significant at p < .01.

new channels can be influenced by the level of service pro-
vided by the benchmark alternative channels. For exam-
ple, a financial services manager could shift customers
from the alternative, traditional channel to its online chan-
nel by varying the service levels across channels (e.g., cut-
ting back on branch services by offering fewer branches,
fewer hours, or fewer service contact employees).

At the same time, it is important to consider how alter-
native channels may have complementary cross-channel
effects for the service provider as a whole. Using multiple
channels potentially broadens the customer’s exposure
and access to the service provider’s offering. Although
each channel may offer a unique value proposition, our
findings suggest that cross-channel coordination can drive
overall customer satisfaction in a relational, multichannel
service environment. Thus, although varying service lev-
els across channels is one way to encourage customer traf-
fic in a particular direction, our findings suggest that such
decisions must be balanced against their effects on overall
customer satisfaction. Additional research is needed to
explore the complex effects of cross-channel brand trans-
ference, cross-channel promotion, and flexible cross-
channel fulfillment on customer satisfaction.

Web Site Design Factors

Our findings indicate that Web site design perceptions
are important antecedents to online channel service qual-
ity perceptions. The results also suggest that Web site
design factors have significant indirect effects on online
channel usc and overall satistaction (see Table 4). Across
both studies, information content perceptions exerted con-
sistently stronger standardized effects on online service
quality perceptions, online channel use, and overall satis-
faction than either navigation structure or graphic style
perceptions. These findings support the notion that infor-
mation is a key motivator for Web site use (Alba et al.
1997; Keeney 1999).

It is important to note that information content may be
the dominant Web site design factor because the service in

both studies (banking and university course registration)
provides information, both on- and offline, as the primary
offering. We expect that the relative importance of the
three Web site design factors likely depends on the nature
of the business and the target audience. This notion is con-
sistent with prior services marketing research, which indi-
cates that the strength of the determinants of service qual-
ity is not universal across all service settings (e.g., Carman
1990; Parasuraman, Berry, and Zeithaml 1991). Further
research should explore the moderating conditions for the
three Web site design factors in relational, multichannel
contexts and assess the magnitude of effects in different
research contexts.

Risk Perceptions and
Individual Differences

The popular press reports that customer concerns about
transaction security represent one of the biggest barriers to
online channel use. Our results suggest that security risk
perceptions differ by context. For the financial services
context, perceptions of security risk have significant nega-
tive effects on online channel use, but the same effects are
not significant in the university registration context. It may
be that the security stakes involved in course registration
are not sufficiently great to deter students’ use of the online
channel. Additional research is needed to examine
whether security is important in other contexts and explore
other dimensions of perceived risk that may be salient
channel differentiators (e.g., privacy, fulfillment risks).

We find that customer perceptions of security risk par-
tially mediate the effects of general Internet expertise on
online channel use. Our findings suggest that individual
differences in general Internet expertise can be potential
impediments or incentives to online channel use. Persons
who are more experienced Internet users may be earlier
adopters of an online retail channel. This suggests a poten-
tially useful market segmentation strategy for launching a
new online channel. Further research is needed to examine
additional individual characteristics and their value as
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segmentation variables. Because users may evaluate the
extent to which the online channel helps them better
achieve their goals, studying goal orientation and specific
usage situations (e.g., browsing versus buying) would be
an interesting extension to explore.

Limitations

Our findings should be viewed as a first step toward
understanding online channel use and overall satisfaction
in a relational, multichannel service context. Further
research is needed to extend the conceptual model to
examine other potential determinant factors and overcome
certain limitations. For example, although our multi-item
service quality scale included convenience, the conve-
nience of the online channel may be of such significance to
some online customers that it deserves deeper treatment as
a separate construct. Other factors that might be explored
further include differential cross-channel pricing and the
role of trust. Pricing was not a channel differentiator in
either of our studies, but a multichannel service provider
may vary price across the channel mix. We also did not
explore the effect of trust on customer evaluations or
behaviors. Additional research could examine how trust
factors into customers’ decision processes. Finally,
research should examine the differences in the model
across levels of customer assessment (global versus activ-
ity-specific) within a single context (e.g., banking).

Our empirical testing is limited by two measurement
issues: our measure of channe] use is self-reported, and we
employ a single-item measure of overall satisfaction. Fur-
ther research should explicitly measure actual usage
behavior across channels to reduce potential common
method variance problems. Also, future research should
incorporate additional measures of overall satisfaction.
Our sample also has two important limitations: the respon-
dents self-selected into the surveys, and it is likely that our
sample underrepresented certain segments of the target
population, especially nonactive users and triers of the
Web site. We did not collect data from non-Internet users
because the focus of this study was online channel use. It
may be an interesting extension, however, to explore the
factors that motivate customers to move through the very
early stages of the adoption process, such as awareness and
interest. A fruitful direction for additional research would
be to examine the earlier stages ol the adoption process and
incorporate additional data collection techniques to cap-
ture the responses of those persons who discontinued use
of the online channel after evaluating and trying it.

Conclusion
Organizations such as the financial institution and uni-

versity in this study are experimenting with ways to make
alternative channels work together. Although there are

many research questions to address, our study provides
new insight into the question of what drives customer usc
of the online channel and how multichannel evaluations
affect overall satisfaction when the customer has a choice
of channels for a given service provider. Understanding
how the channel provides value to customers is critical
because service providers face difficult resource alloca-
tion decisions for the channel mix. Their challenge is to
leverage and coordinate the strengths of on- and offline
channels to increase the overall value of the service pro-
vider. We contend that the future evolution of multichan-
nel marketing will focus on deriving synergies across
channels and attracting customers to the channel that best
satisfies their needs on any given occasion.

REFERENCES

Ailawadi, Kusum L., Scott Neslin, and Karen Gedenk. 2001, “Pursuing
the Value-Conscious Consumer: Store Brands Versus National Brand
Promotions.” Journal of Marketing 65 (January): 71-89.

Alba, Joseph, John Lynch, Barton Weitz, Chris Janiszewski, Richard
Lutz, Alan Sawyer, and Stacy Wood. 1997. “Interactive Home
Shopping: Consumer, Retailer, and Manufacturer Incentives to Par-
ticipate in Electronic Marketplaces.” Journal of Marketing 61 (3):
38-53.

Baker, Julie, Dhruv Grewal, and A. Parasuraman. 1994. “The Influence
of Store Environment on Quality Inferences and Store Image.” Jour-
nal of the Academy of Marketing Science 22 (4): 328-339.

. A. Parasuraman, Dhruv Grewal, and Glenn B. Voss. 2002, *“The
Influence of Multiple Store Environment Cues on Perceived Mer-
chandise Value and Purchase Intentions.” Journal of Marketing 06
(April): 120-141.

Baty, James B. 11 and Ronald M. Lee. 1995. “Intershop: Enhancing the
Vendor/Customer Dialectic in Electronic Shopping.” Journal of
Management Information Systems 11 (4): 9-31.

Bitner, Mary Jo. 1992. “Servicescapes: The Impact of Physical Sur-
roundings on Customers and Employees.” Jowrnal of Marketing 56
(April): 57-71.

Card, Stuart K., Thomas P. Moran, and Alan Newell. 1983. The Psychol-
ogy of Human-Computer Interaction. Hillsdale, NJ: Lawrence
Erlbaum.

Carman, James M. 1990. “Consumer Perceptions of Service Quality: An
Assessment of the SERVQUAL Dimensions.” Journal of Retailing
60 (Spring): 33-55.

Davis, Fred D. 1989. “Perceived Uscfulness, Ease of Use, and User Ac-
ceptance of Information Technology.” MIS Quarterly 13 (3): 319-
339.

. 1993, “User Acceptance of Information Technology: System

Characteristics, User Perceptions and Behavioral Impacts.” Inierna-

tional Journal of Man-Machine Studies 38 (3): 475-487.

,Richard Bagorzi, and Paul Warshaw. 1989, “Uscr Acceptance of
Computer Technology: A Comparison of Two Theoretical Models.”
Management Science 35 (8): 982-1003.

Deshpande, Rohit and Gerald Zaltman. 1982, “Tactors Affecting the Use
of Market Research Information: A Path Analysis.” Journal of Mar-
keting Research 19 (February): 14-31.

and . 1987. “A Comparison of Factors Affecting Use of
Marketing Information in Consumer and Industrial Firms” Journal of
Muarketing Research 24 (February): 114-118.

Dowling, Graham R. and Richard Staelin. 1994. “A Modecl of Perceived
Risk and Risk-Handling Activity.” Journal of Consumer Research 21
(June): 119-134.

Droge, Cornelia, Diane Halstead, and Robert D. Mackoy. 1997, *“T'he
Role of Competitive Alternatives in the Postchoice Satisfaction For-
mation Process.” Journal of the Academy of Marketing Science 25
(1): 18-30.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



458  JOURNAL OF THE ACADEMY OF MARKETING SCIENCE

Ernst & Young Special Report. 2000. Global Online Retailing. New
York: Ernst & Young LLLP.
Gatignon, Hubert and Thomas S. Robertson. 1985, “A Propositional In-

search 11:849-867.
soldman Sachs Investment Research. 2000. Internet Retailing. New
York: Goldman Sachs.

Helson, Harry. 1964. Adaptation-Level Theory. New York: Harper & Row.

Hoque, Abeer Y. and Gerald L. Lohsc. 1999. “An Information Search
Cost Perspective for Designing Interfaces for Electronic Commerce.”
Journal of Marketing Research 36 (3): 387-394.

Jarvenpaa, Sirkka L., Noam Tractinsky, and Lauri Saarinen. [999. “Con-
sumer Trust in an Internct Store: A Cross-Cultural Validation.” Jour-
nal of Computer-Mediated Communication [Online| 1 (3). Retrieved
from http://www.ascusc.org/jeme/vol5/issue2/.

Joreskog, Karl G. and Dag Sérbom. 1996. LISREL 8: A Guide to the Pro-
gram and Applications. Chicago: SPSS Inc.

Keeney, Ralph L. 1999. “The Value of Internet Commerce to the Cus-
tomer.” Management Science 45 (4): 533-542.

Lohse, Gerald L. 1993. “A Cognitive Model for Understanding Graphical
Perception.” Human-Computer Interaction 8 (4): 353-388.

and Peter Spiller. 1999. “Internet Retail Store Design: How the
User Interface Influences Traffic and Sales.” Journal of Computer-
Mediated Communication [Online] 5 (2). Retrieved from http://
www.ascusc.org/jeme/volS/issue2/.

Mick, David Glenn and Susan Fournier. 1998. “Paradoxcs of Technol-
ogy: Consumer Cognizance, Emotions, and Coping Strategies.”
Journal of Consumer Research 25 (September): 123-147.

Nielsen, Jakob. 2000. Designing Web Usability: The Practice of Simplic-
ity. Indianapolis, IN: New Riders.

Novak, Thomas P, Donna .. Hoffman, and Marcos Peralta. 1999.
“Building Consumer Trust in Online Environments: The Case for In-
formation Privacy.” Communications of the ACM 42 (4): 80-85.

Parasuraman, A., Leonard L. Berry, and Valaric A. Zeithaml. 1991, “Re-
linement and Reassessment of the SERVQUAL Scale.” Journal of
Retailing 67 (Winter): 420-50.

and Dhruy Grewal. 2000. “The Tmpact of Technology on the

Quality-Value-Loyalty Chain: An Agenda for Future Rescarch.”

Journal of the Academy of Marketing Science 28 (1): 168-174.

, Valaric A, Zeithaml, and Leonard L. Berry. 1994, “Reassess-
ment of Expectations as a Comparison Standard in Measuring Ser-
vice Quality: Implications for Future Research.” Journal of
Marketing S8 (January): 111-124.

Peterson, Robert A., Sridhar Balasubramanian, and Bart J. Bronnenberg.
1997. “Lixploring the Implications of the Internet for Consumer Mar-
keting.” Journal of the Acadenmy of Marketing Science 25 (4): 329-346.

Richardson, P. S., Arun K. Jain, and A. S. Dick. 1996. “Housechold Store
Brand Proneness: A Framework.” Journal of Retailing 72 (2): 159-
185.

Rogers, Everett M. 1995. Diffusion of Innovation. 4th ed. New York: Free
Press.

Swaminathan, Vanitha, Elzbicta Lepkowska-White, and Bharat P. Rao.
1999. “Browsers or Buyers in Cyberspace? An Investigation of Fac-
tors Influencing Electronic Exchange.” Journal of Computer-Medi-
ated Communication [Online] 5 (2). Retrieved from http:/
www.ascusc.org/jeme/volS/issue2/.

Urban, Glen L., Farcena Sultan, and William J. Qualls. 2000. “Placing
Trustatthe Center of Your Internet Strategy.” Sloan Management Re-
view 42 (1): 39-48.

Venkatesh, Viswanath and Fred D. Davis. 2000. “A Theoretical Exten-
sion of the Technology Acceptance Model: Four Longitudinal Field
Studies.” Management Science 46 (2): 186-204.

Voss, Glenn B., A. Parasuraman, and Dhruv Grewal. 1998, “The Roles of
Price, Performance, and Expectations in Determining Satisfaction in
Service Exchanges.” Journal of Marketing 62 (October): 46-61.

FALL 2003

WWW User Survey. 1998. 10th. Georgia Visualization and Usability
(GVU) Center at Georgia Institute of Technology. Retrieved from
http://www.gvu.gatech.edu/gvu/user_surveys.

Zeithaml, Valarie. 1988. “Consumer Perceptions of Price, Quality and
Value: A Means-End Model and Synthesis of Evidence.” Journal of
Marketing 52 (July): 2-22.

, A. Parasuraman, and Arvind Malhotra. 2002. “Service Quality

Delivery Through Web Sites: A Critical Review of Extant Knowl-

edge.” Journal of the Academy of Marketing Science 30 (4): 362-76.

ABOUT THE AUTHORS

Mitzi M. Montoya-Weiss (m_mw @ncsu.edu) (Ph.D., Michi-
gan State University) is a professor of marketing in the Depart-
ment of Business Management at North Carolina State Uni-
versity. Her research interests include new product development
and adoption, virtual teams, and knowlcdge management. Her
research has appeared in Marketing Science, Management Sci-
ence, Decision Sciences, the Academy of Management Journal,
the Journal of Product Innovation Management, and other
scholarly journals. She has taught courses in marketing man-
agement, product and brand management, and management of
technology.

Glenn B. Voss (gvoss@ncsu.edu) (Ph.D., Texas A&M Univer-
sity) is an associate professor of marketing in the Department of
Business Management at North Carolina State University. His
research interests include relationship and services marketing,
creativity and entrepreneurship, and retail pricing strategies. His
research has appeared in the Journal of Marketing, Organization
Science, the Journal of Retailing, Marketing Letters, the Journal
of the Academy of Marketing Science, and other scholarly jour-
nals. He currently serves on the editorial review board of the
Journal of the Academy of Marketing Science and has served as
an ad hoc reviewer for the Journal of Marketing, the Journal of
Marketing Research, the Journal of Retailing, and the Journal of
Business Research. He has taught courses in marketing strategy,
electronic marketing, and nonprofit management in MBA pro-
grams in the United States and Europe.

Dhruv Grewal (dgrewal@babson.edu) (Ph.D., Virginia Poly-
technic Institute) is the Toyota Chair in E-Commerce and Elec-
tronic Business in Babson College. His research and teaching
interests focus on e-business, global marketing, value-based
markeling strategies, and understanding the voice of the cus-
tomer (market research). He is also co-editor of the Journal of
Retailing. He has published more than 50 articles in outlets such
as the Journal of Marketing, the Journal of Consumer Research,
the Journal of Marketing Research, and the Journal of Retailing.
He currently serves on the editorial review boards of the Journal of
Marketing, the Journal of Retailing, the Journal of Public Policy &
Marketing, and the Journal of Product and Brand Management.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



