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Comparing Risks and Benefits for the Value Enhancement
of Online Purchases

Abstract: In a developing economy, the acceptability of  e–retailing is not very new, but the potential of
online marketing in market research and analysis is still largely unexplored. This article is an attempt to
understand the psyche of  Indian online consumers. As consumers have their own preconceived notions
toward this growing purchasing environment, it becomes important for e-retailers to understand the
consumers’ perceptions and attitudes toward online purchases. This paper integrates the dimensions of
the risks and benefits with the Theory of Planned Behavior (TPB) to understand how consumers adopt
their online purchase processes. Four hundred and sixty-eight valid responses were analyzed using struc-
tural equation modeling on AMOS 21 to identify the relationship between the different factors and the
intention to purchase online. The paper concludes that consumers’ purchase intentions are jointly deter-
mined by their attitude towards online purchases and the subjective norm. Furthermore, their attitude is
determined by the sub-dimensions of  perceived benefits (hedonic benefit, convenience benefit, eco-
nomic benefit and variety) and the sub-dimensions of perceived risk (product risk and financial risk).
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Introduction

From being merely used as jargon to the
present reality, e-commerce in India has been
experiencing unprecedented growth. The In-
dian e-commerce market was worth about
$3.8 billion in 2009, it went up to $17 billion
in 2014 and to $23 billion in 2015 and is ex-
pected to touch $38 billion, a 67 percent jump
over the last year in 2016 (The Hindu 2016).
However, as per the industry experts, this is
just the beginning of the e-commerce wave
in India and it is going to witness a new world
of digitization in the decade to come. A host
of investors around the world are keenly
awaiting the opportunities to capitalize on this
potential market which makes understanding
Indian consumers’ purchasing behavior and
their attitude towards the online market even
more crucial.

As mentioned by Bhatnagar and Ghosh
(2004) a consumer compares the risks and
benefits associated with a purchase decision
and opt for the one that can maximize his/
her total purchase value. Various researchers
in the past have tried to identify the factors
that influence consumers’ intentions to shop
online (Chen and Li 2009; Childers et al.
2001; Dillon and Reif 2004; Moshrefjavadi
et al. 2012; Simonian et al. 2012; Verhoef
and Langerak 2001). However, very few re-
search works have simultaneously included
factors that motivate (perceived benefits) and
prevent (perceived risk) consumers shopping
online in a single study. Moreover, there is a
scarcity of empirical work done in the Indian
context. The Theory of Planned Behavior
(TPB), (Aizen 1991) is one of the most es-
tablished theories in the area of consumer
behavior and has been used by various re-
searchers in the past to predict consumers’
purchase intentions (Kalafatis et al. 1999;
Pavlou and Fygenson,2006; Shih et al. 2004)

. This paper integrates the perceived risk and
perceived benefit of online purchases with
the theory of planned behavior so as to for-
mulate a better theoretical basis to examine
the consumers’ adoption of online purchas-
ing.

This section is followed by a literature
review, which is subsequently followed by the
research methodology, data collection, the
findings and lastly the implications.

Literature Review

Perceived Risk in Online
Purchase

Researchers on consumers’ online pur-
chase behavior have consistently confirmed
that different types of risks inhibit the con-
sumers’ decisions to shop online. Forsythe
and Shi (2003) identified 18 different types
of risks that differentiate internet browsers
(term used by the researcher for consumers
who enjoy internet surfing but do not shop
online) from online shoppers when contem-
plating a particular online purchase decision.
Product performance risk, financial risk,
time/convenience risk and privacy issues
were rated as the top concerns in the research.
Claudia (2012) classified the perception of
online risk according to its intensity, and
claimed that the financial risk that is due to
credit card fraud is the biggest fear of  the
respondents. The fear that a product will not
perform as promised was the second most
common fear among respondents. Time lost
in waiting for the product to reach its desti-
nation, or in returning a product that has failed
to perform as promised, was rated as the third
common fear among consumers. The risk of
non delivery, privacy risk, psychological risk
and social risk were rated thereafter as per
their intensity. One other study of  UK con-
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sumers by Al Karim (2013) identified that
online payment systems, personal privacy or
security issues, delays in delivery; products
being mixing up in delivery, product return
policies and the lack of personal control are
the main inhibitors to online purchases. How-
ever, the delivery risks and risks with the
online payments were identified as the most
important concerns.

The perceived risk seems to be the most
researched variable in the context of online
purchases (Chang et al. 2005). However, the
findings of their impact on the attitude/in-
tention to use are mixed, as indicated in Table
(1). This may be because of cultural and eco-
nomical differences, or difference in the
respondent’s demographic characteristics.
This paper helps understand the impact of

four major sub-dimensions of perceived risk,
which are: Financial risk, product risk, time
risk and the risk of  non delivery for India’s
young consumers when purchasing retail
products online.

Perceived Benefit of Online
Purchase

The perceived benefits associated with
online purchases are the motivating factors
that attract consumers to shop online
(Childers et al. 2001; Lee 2009; Kim and Kim
2004; Keeney 1999; Reibstein 2002). As
claimed by Darian (1987) home purchase
comprises of a reduction in the purchase
time, a reduction in the physical effort to visit
a store and flexibility in the purchase time.
Therefore, consumers’ who value conve-

Table 1. Dimensions of  Risk and Its Impact on the Attitude/Intention to Online Shop

    

Dimension 
of Online 

Risk 
Definition 

Impact  
on Attitude/ 

Intention 
to Shop Online 

Reference 

    

Financial Risk 

Risk of losing money due to 
credit card fraud, disclosure 
of bank account 
information, being 
overcharged or due to the 
purchase of the wrong 
product 

Negative 
 
 
 
 
 
No impact 

Almousa 2011; Bhatnagar and 
Ghosh 2004; Crespo et al. 2009; Lu, 
Hsu, and Hsu 2005; Lee 2009; 
Maignan and Lukas 1997; 
Moshrefjavadi, et al. 2012. 
 
Zhang et al. 2012; 

    

Product risk 
Risk of product not 
performing as expected 

Negative 
 
 
 
 
No Impact 

Bhatnagar and Ghose 2004; 
Bhatnagar et al. 2000; Crespo et al. 
2009; Lu et al. 2005; Lee 2009; 
Moshrefjavadi et al. 2012. 
 
Almousa 2011; Zhang et al. 2012. 

    

Risk of time 
loss 

Loss of time browsing 
websites to find and 
purchase suitable products 

No Sig. Impact 
 
 
Negative impact 

Crespo et al. 2009; Moshrefjavadi, et 
al. 2012; Masoud 2013. 
 
Almousa 2011; Lee 2009; Zhang et 
al. 2012. 

    

Delivery risk 
Risk of non delivery or 
delivery of damaged 
products 

Negative 
Moshrefjavadi, et al. 2012; Zhang et 
al. 2012; 
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nience are more inclined toward the online
purchase (Swaminathan et al. 1999; Prasad
and Aryasri 2009). Apart from providing con-
venience to their consumers, online shops also
provide them with a huge variety of prod-
ucts (Clemes et al. 2013). As identified by
Chiang and Dholakia (2003) consumers are
motivated to shop online as they believe that
online stores can provide them with products
that are not easily available in local retail
stores.

The perceived benefits of online pur-
chasing are also claimed to be multidimen-
sional. These dimensions include utilitarian
benefits like product offerings (Jarvenppa and
Todd 1996; Machlis 1999), product informa-
tion (Mayasar 2012) convenience (Bhatnagar
and Ghosh 2004; Swaminathan et al. 1999),

cost savings (Miller 2000; Su and Huang
2011) and enjoyment or playfulness aspects
(Forsythe et al. 2006, Hoffman and Novak
1996). Forsythe et al. (2006) has identified
four dimensions of perceived benefits, they
are: Purchase convenience, product selection,
ease or comfort of buying and hedonic/en-
joyment. Ramus and Nielsen (2005) further
added information availability, social aspects,
personal service, and price/bargains to the
four dimensions of  the scale by Forsythe et
al. Dabhade (2008) suggested that items un-
der the purchase convenience and ease or
comfort of  buying by Forsythe et al. (2006)
can be grouped under a single component,
while dimensions like product selections iden-
tified by Forsythe et al. (2006) and availabil-
ity of  products, product information and the

Table 2. Dimensions of  Perceived Benefit and Its Impact on Attitude/Intention to Online
Shop

    

Dimension 
of Online 

Risk 
Definition 

Impact  
on Attitude/ 

Intention 
to Shop Online 

Reference 

    

Financial Risk 

Risk of losing money due to 
credit card fraud, disclosure 
of bank account 
information, being 
overcharged or due to the 
purchase of the wrong 
product 

Negative 
 
 
 
 
 
No impact 

Almousa 2011; Bhatnagar and 
Ghosh 2004; Crespo et al. 2009; Lu, 
Hsu, and Hsu 2005; Lee 2009; 
Maignan and Lukas 1997; 
Moshrefjavadi, et al. 2012. 
 
Zhang et al. 2012; 

    

Product risk 
Risk of product not 
performing as expected 

Negative 
 
 
 
 
No Impact 

Bhatnagar and Ghose 2004; 
Bhatnagar et al. 2000; Crespo et al. 
2009; Lu et al. 2005; Lee 2009; 
Moshrefjavadi et al. 2012. 
 
Almousa 2011; Zhang et al. 2012. 

    

Risk of time 
loss 

Loss of time browsing 
websites to find and 
purchase suitable products 

No Sig. Impact 
 
 
Negative impact 

Crespo et al. 2009; Moshrefjavadi, et 
al. 2012; Masoud 2013. 
 
Almousa 2011; Lee 2009; Zhang et 
al. 2012. 

    

Delivery risk 
Risk of non delivery or 
delivery of damaged 
products 

Negative 
Moshrefjavadi, et al. 2012; Zhang et 
al. 2012; 
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bargain purchases identified by Ramus and
Nielsen (2005) can be clubbed together into
another component. Thus, the research iden-
tified three components of perceived ben-
efits, namely: Purchase convenience, prod-
uct and price offering and enjoyment/he-
donic. This paper treats product and price
offerings as two different components and
focuses on four major dimensions of per-
ceived benefit, namely: Convenience, eco-
nomic benefit/price offerings, product offer-
ings/variety and enjoyment/hedonic benefit.
Table (2) indicates previous studies explor-
ing the relation between various sub-dimen-
sions of perceived benefits and the attitude
or intention towards online purchasing.

Theory of  Planned Behavior

The Theory of Planned Behavior (TPB)
by Aizen (1991) is an extension of the Theory
of Reasoned Action (TRA) (Ajzen and
Fishbein 1980; Fishbein and Ajzen 1975) and
was developed to explain TRA by adding
perceived behavioral control as a factor in-
fluencing both the behavior and intention.
According to the behavioral model, intention
is the direct antecedent of the actual behav-
ior. Behavioral intention is defined as an
individual’s likelihood of  engaging in the be-
havior of interest, and it is a function of three
components namely: Attitude, subjective
norms and perceived behavioral control.

Attitude is the positive or negative vibes
of an individual regarding the consequence
of  performing a behavior (Fishbein and Aizen
1975). Attitude is the individual’s evaluation
of the behavior in question and differs from
person to person. According to TRA, a
person’s attitude towards his behavior is based
on his or her belief about the consequence
of  performing a given behavior multiplied by
their evaluation of  these consequences.

Subjective Norms are the normative be-
liefs that refer to the individual’s perception
about what a specific group of people, or
people important to him/her, may think about
whether he should or should not perform the
behavior in question. The subjective norm is
based on two factors, the belief about the
perceptions of others and the motivation to
comply with them.

Perceived Behavioral Control (PBC): - The
PBC plays an important part in the theory of
planned behavior and is the key concept that
differentiates it from the theory of reasoned
action. The PBC refers to the people’s per-
ception of the ease or difficulty of possess-
ing the resources and opportunities needed
to engage in a behavior (Aizen 1991). For
example if two individuals have a strong in-
tention to learn a new language, the one who
thinks that he/she will succeed in mastering
itwill persevere hard than the other who
doubts his/her capabilities (Aizen 1991).

Conceptual Framework and
Hypotheses Development

 The study merges the theory of planned
behavior with dimensions of the perceived
risk and perceived benefit to formulate the
research model (Figure 1) and its associated
hypotheses. According to this model, three
constructs have a significant impact on in-
tention to shop for retail products online (the
subjective norm, perceived behavioral con-
trol and attitude), and to experience products
online (the subjective norm, perceived behav-
ioral control and attitude). Whereas,the atti-
tude towards using an online medium for
purchase is determined by the consumer’s
perception of the risks and benefits associ-
ated with online purchases.
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Hypothesis regarding financial risk

Financial risk in the online context is
defined as the risk of losing a certain amount
of money due to credit card fraud (Maignan
and Lukas 1997; Pallab 1996). Various re-
searchers in the past have claimed that the
financial risk inversely impacts the
consumer’s attitude toward online purchases
(Almousa 2011; Javadi et al. 2012). Masoud
2013 and Sinha and Singh 2013 identified that
the risk of  losing money, or the probability
of  disclosing credit card information is an
important factor for not purchasing online.
Therefore we can hypothesize:

H
1a

: Financial risk has a significant negative im-
pact on the consumer’s attitude toward online
purchases.

Hypothesis regarding product risk

Product risk can be defined as the fear
of  the non performance of  a product. In the
words of Bhatnagar et al. (2000), product risk
is more prominent in online purchasing due
to the inability of the buyers to accurately
examine the physical qualities of the prod-
uct. Difficulty in judging the quality of a prod-
uct on the internet is a significant factor that
negatively impacts the consumers’ attitudes
toward online purchasing (Bhatnagar and
Ghosh 2004; Bhatnagar et al. 2000; Crespo
et al. 2009; Lu et al. 2005; Lee 2009;
Moshrefjavadi et al. 2012; Masoud 2013).
Hence we can hypothesize:

H
1b

: Product risk has a significant negative impact
on the consumer’s attitude toward online pur-
chases.

Hypothesis regarding time risk

Forsythe et al. (2006), defined the time
risk in the context of online purchases as the
inconvenience or time lost in navigating
across sites, locating appropriate sites or prod-

ucts or in submitting orders. Consumers who
are new to online purchasing find problems
in locating appropriate sites or with online
ordering (Almousa 2011; Lee 2009; Forsythe
and Shi 2003), and hence perceive online
purchasing to be time consuming. Hence, we
can hypothesize:

H
1c
: Time risk has a significant negative impact on

the consumer’s attitude toward online purchases.

Hypothesis regarding delivery risk

Delivery risk is the potential loss of
goods in transit, or the delivery of the goods
in an improper condition, or at an improper
place or time (Dan et al. 2007). Because of
the virtual nature of online shops and there
being very little trust in online retailers, the
delivery risk is a significant concern among
consumers, and has a negative impact on their
attitude toward online purchases (Alkailani
and Kumar 2011; Masoud 2013; Zhang et
al. 2012).

H
1d
: Delivery risk has a significant negative impact

on the consumer’s attitude toward online pur-
chases.

Hypothesis regarding convenience

Convenience is regarded as one of the
most important motivators in a consumer’s
decision to shop online. As defined by Darian
(1987) convenience in home purchasing com-
prises of a reduction in the purchase time, a
reduction in the physical effort involved in
visiting a store and flexibility in the purchase
time, Various researchers in the past have
claimed that consumers who value conve-
nience are more inclined towards online pur-
chases (Swaminathan et al. 1999, Prasad and
Aryasri 2009). Clemes et al. (2013) also iden-
tified that convenience is pertinent to the
acceptance of online stores, as with online
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purchases consumers need not be worried
about parking, transportation or the weather
conditions. Therefore we hypothesize:

H
2a

: Convenience has a significant positive impact
on the consumer’s attitude toward online pur-
chases.

Hypothesis regarding economic benefit

Reibstein (2002) claimed that online
consumers make price comparisons across
various online sites before making a purchase
decision. Online consumers are price sensi-
tive and treat discounts or offers available on
the websites as a compensation for the risk
they take in purchasing from a virtual me-
dium (Childers et al. 2001; Kim and Kim
2004). Therefore:

H
2b

: Economic benefit has a significant positive im-
pact on the consumer’s attitude toward online
purchases.

Hypothesis regarding product variety

Keeney (1999) identified that consum-
ers prefer to compare the attributes of the
different varieties of products available, to
make better purchasing decisions. Clemes et
al. (2013) identified that product variety plays
a significant role in the acceptance of the
internet as a purchase medium. Chiang and
Dholakia (2003) claimed that consumers are
oriented toward online stores as they believe
that online stores can provide them with those
products that are not easily available in their
local retail stores. Lee (2009) claimed that the
variety offered by online stores brings con-
sumers to shop online. Therefore:

H
2c
: Product variety has a significant positive im-

pact on the consumer’s attitude toward online
purchases.

Figure 1. Conceptual Framework

Financial Risk

Product Risk

Time Risk

Risk of non-delivery

Convenience Economic
Benefit
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Hypothesis regarding enjoyment/
hedonic benefit

The hedonic dimension of perceived
benefit refers to the consumers’ intention to
seek pleasure and enjoyment while purchas-
ing online (Forsythe et al. 2006). A purchase
process that is associated with a greater de-
gree of playfulness or enjoyment leads to a
more positive mood and greater purchase sat-
isfaction, which further leads to more impul-
sive purchasing (Forsythe et al. 2006;
Jarvenpaa and Todd 1996). In an online pur-
chase context, consumers go online to seek
pleasure, which further leads to a purchase
intention (Childers et al. 2001; Dabholkar
1996; Jarvenpaa and Todd 1997). So:

H
2d

: Enjoyment/hedonic benefit has a significant
positive impact on the consumer’s attitude to-
ward online purchases.

Hypothesis regarding attitude and
online purchase intention.

    The Theory of Reasoned Action
(TRA) (Ajzen and Fishbein 1980; Fishbein
and Ajzen 1975) is a well established theory
in the area of consumer behavior that claims
purchase intention to be a factor of attitude
and the subjective norm. The theory was fur-
ther extended by Aizen (1991), suggesting the
consumers’ attitude towards a product/ser-
vice as a key predictor of the consumers’
purchase intentions. The theories have been
repeatedly used in the online shopping con-
text by various researchers who have sup-
ported attitude as an indicator of consum-
ers’ purchase intentions. Therefore, it is hy-
pothesized that:

H
3
: The attitude towards online purchasing posi-

tively impacts the online purchase intention.

Hypothesis regarding the subjective
norm and purchase intention

The Theory of Reasoned Action (TRA)
(Ajzen and Fishbein 1980; Fishbein and Ajzen
1975) as well as the Theory of  Planned Behav-
ior (TPB) (Aizen 1991) depicts that the subjective
norm is an important indicator in determining con-
sumers’ purchase intentions. The subjective norm is
a consumer’s perception about how a specific group
of people may think about the behavior in
question (Aizen 1991). Kumar (2000) also
supported the TPB in the online context, and
claimed that the subjective norm influences
a consumer’s intention to purchase online.
Therefore, it is hypothesized that:

H
4
: The Subjective Norm (SN) positively impacts

the online purchase intention.

Hypothesis regarding PBC and
consumer intention to purchase online.

As mentioned earlier PBC refers to the
people’s perception of  the ease or difficulty
of possessing the resources and opportuni-
ties needed to engage in a behavior (Aizen
1991). Kumar (2000) used TPB in an online
purchase context to predict the behavioral
intentions of  consumers. The research sup-
ported that perceived behavioral controls
negatively impacted the consumers’ behav-
ioral intentions. Other research conducted by
Pavlou and Fygenson (2006), with the ob-
jective of understanding electronic com–
merce’s adoption, extended the TPB to study
and predict two key online consumers’ be-
haviors, i.e. getting information through online
retail sites and purchasing products online.
The model so developed claimed that online
product purchasing is predicted by the pur-
chase intention and perceived behavioral con-
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trol. As per the research findings, attitude and
PBC majorly influenced the online purchase
intention (explaining 59% variance in the
purchase intention in the research). Similar
findings were also suggested by Lee and Ngoc
(2010). Therefore we can hypothesize:

H5: Perceived Behavioral Control (PBC) negatively
impacts the intention toward online purchases.

Methods

The questionnaire for the study was di-
vided in two sections. The first section seeks
basic information regarding the respondents’
demographic characteristics, which includes
their age, gender, income, frequency of

internet usage and how frequently they pur-
chase items online. The second section of the
questionnaire comprises of items to measure
the Perceived Risk (PR), Perceived Benefit
(PB), Subjective Norm (SN), Perceived Be-
havioral Control (PBC), Attitude (A) and In-
tention (I) of the respondents towards online
purchasing. All the items were measured on
a 5 point Likert scale ranging from 1= strongly
disagree to 5= strongly agree. Items of the
perceived risk and perceived benefit were
adopted from the scale of Swinyard and
Smith (2003); Forsythe et al. (2006) and Ra-
mus and Nielsen (2005); Forsythe et al.
(2006) respectively, with four items for each
construct. The three items for the subjective
norm and the three items for perceived be-

Basis Frequency Percentage 

Age   

18-25  108 23.1 

25-30 166 35.5 

30-35  67 14.3 

35-40  74 15.8 

40-50  30 6.4 

50 above  23 4.9 
   

Gender   

Male 291 62.2 

Female 177 37.8 
   

Monthly Income   

Less than 20,000 92 19.6 

20,000-40,000 181 38.6 

40,000-60,000 70  14.9 

60,000-80,000 71 15.1 

Above 80,000 54 11.5 

Table 3. Descriptive Statistics
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havioral control were adopted from the scale
of  Wu and Chen (2005). A four item scale to
measure attitude was adopted from the scale
of George (2004). A further two item scales,
to measure the intention to shop online, were
adopted from the study of Cheng et al. (2006)
and Lai and Li (2005).

The survey was administered via e-mail
and social networking sites to approximately
600 students and ex-students of a university
in Delhi (India). The convenience sampling
method was used in the research. The survey
was open from October 1, 2014 to January
31, 2015. Reminder mails were sent to the
respondents after every 15 days to minimize
any non-response bias. A total of  491 re-

sponses were obtained, which were then vi-
sually scrutinized for incomplete or duplicate
responses. Four hundred and sixty-eight re-
sponses were then selected for further re-
search, giving a response rate of 78 percent.
The descriptive statistics of the respondents
are shown in Table (3)

For the first step of  the data’s analysis,
the content validity of the questionnaire was
checked. A pilot survey was conducted on
22 respondents to check the content validity
of the questionnaire. All the respondents
were academics and can be considered as
experts in the related areas. A few sugges-
tions were obtained regarding the phrasing or
overall structure of  the questionnaire. Most

       

Factors Items 
Factor 

Loading 
T- 

Value 
Composite 
Reliability 

Average 
Variance 
Extracted 

Cronbach’s 
Alpha 

       

Risk of time 
loss (TR) 

TR1 
TR2 
TR3 
TR4 

0.842 
0.774 
0.785 
0.826 

41.460 
42.904 
43.321 
42.954 

0.882 0.651 0.882 

       

Product 
Performance 
Risk (PR) 

PR1 
PR2 
PR3 
PR4 

0.842 
0.781 
0.774 
0.782 

43.047 
48.829 
44.404 
42.681 

0.873 0.632 0.870 

       

Delivery Risk 
(DR) 

DR1 
DR2 
DR3 
DR4 

0.791 
0.873 
0.850 
0.709 

36.394 
40.963 
43.184 
39.443 

0.882 0.653 0.879 

       

Financial 
Risk (FR) 

FR1 
FR2 
FR3 
FR4 

0.803 
0.795 
0.897 
0.773 

52.827 
52.496 
49.097 
51.106 

0.890 
 

0.670 0.890 

       

Convenience 
Benefit (CB) 

CB1 
CB2 
CB3 
CB4 

0.646 
0.796 
0.770 
0.625 

76.677 
73.012 
69.264 
67.483 

0.792 0.509 0.791 

       

Economic 
Benefit (EB) 

EB1 
EB2 
EB3 

0.801 
0.810 
0.758 

48.787 
52.423 
49.476 

0.833 0.624 0.832 

Table 4. Convergent Validity
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Factors Items 
Factor 

Loading 
T- 

Value 
Composite 
Reliability 

Average 
Variance 
Extracted 

Cronbach’s 
Alpha 

       

       

Variety 
Benefit (VB) 

VB1 
VB2 
VB3 
VB4 

0.866 
0.862 
0.882 
0.871 

45.875 
48.837 
48.703 
47.103 

0.926 0.758 0.926 

       

Enjoyment/
Hedonic 
Benefit (HB) 

HB1 
HB2 
HB3 
HB4 

0.758 
0.771 
0.756 
0.827 

63.684 
64.407 
63.959 
56.879 

0.860 0.606 0.860 

       

Attitude (Att) 

Att1 
Att2 
Att3 
Att4 

0.858 
0.784 
0.970 
0.981 

42.307 
46.549 
44.117 
42.772 

0.945 0.814 0.943 

       

Intention 
(Int) 

Int1 
Int2 

0.982 
0.979 

48.105 
46.318 

0.980 0.985 0.862 
       

Perceived 
Behavioral 
Control 
(PBC) 

PBC1 
PBC2 
PBC3 

0.668 
0.788 
0.868 

73.409 
63.179 
47.733 

0.821 0.606 0.820 

       

Subjective 
Norm (SN) 

SN1 
SN2 
SN3 

0.767 
0.686 
0.705 

49.041 
57.713 
56.728 

0.763 0.518 0.762 

Table 4. Continued

of  the suggestions were incorporated in the
final questionnaire, to make it more compre-
hensible.

Data Analysis

To analyze the data and to find the re-
lationship between the different variables,
Structural Equation Modeling (SEM) was
used. The construct’s validity was measured
with the help of convergent and discriminant
validity before applying SEM over the data.

Convergent Validity
Convergent validity is the degree to

which the multiple items of  a construct mea-
sure the same thing, or in other words, it is

the degree to which each measurement item
correlates with its theoretical construct. Ac-
cording to Fornell and Larcker (1981), factor
loading, Composite Reliability (CR) and Av-
erage Variance Extracted (AVE) need to be
measured to identify the convergent validity
of  the constructs.

According to Hair et al. (1998), factor
loading should be statistically significant and
should exceed the value of 0.5 for analyzing
the reliability indicator. The t-statistics ob-
tained are mentioned in Table (4). Table (4)
indicates that the factor loading of all the
items is significant and is in the range of 0.608
to 0.981. In order to evaluate the construct’s
reliability two indicators were used, namely
Composite Reliability (CR) and Cronbach’s
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alpha. As indicated in Table (4) the CR and
Cronbach’s alpha for each construct exceeded
the value of 0.8 giving evidence of the inter-
nal consistency.

Average Variance Extracted (AVE) is
the amount of variance that is indicated by
the multiple items of  the constructs. Accord-
ing to Hair et al. (2010), the AVE for any
construct should be greater than 0.5 and as
indicated in Table (4), the AVE ranges be-
tween 0.509-0.985.

Discriminant Validity

The discriminant validity is the extent
to which a construct differs from the other
constructs and their indicators. As per Fornell
and Larcker (1981), the correlations between
any two constructs should be lower than the
square root of the variance shared by the
items within a construct. As indicated in
Table (5) all the diagonal values indicating

the square root of  AVE are higher than al-
most all the correlations between any two
constructs.

Analysis of Model fit

The chi-square test was used to assess
the overall fit of the model. As claimed by
Bentler and Bonnett (1980), chi square sta-
tistics are highly sensitive to the sample size
and therefore chi square divided by the de-
gree of  freedom is suggested as a better fit
metric. For the model under study X2 /df
=3.69 (p < 0.001) suggesting an acceptable
model fit. Other fit indices (GFI, CFI, NFI
and RMSEA) were also calculated to exam-
ine the overall fit of the model. The Good-
ness of Fit Index (GFI) for the model is 0.91,
the Comparative Fit Index (CFI) is 0.93 and
the Normed Fit Index (NFI) is 0.95. As per
Hair et al. (1998), a GFI, CFI and NFI of
greater than 0.9 indicates a good model fit.

Figure 2. Estimates of  Structural Equation Modeling
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The Root Mean Square Error of Approxima-
tion (RMSEA) is 0.06, which also indicates
an acceptable model fit (Hair et al. 1998).

Hypothesis Testing

The analysis of the hypotheses was
done with the help of  Structural Equation
Modeling (SEM). As indicated in Figure 2,
the financial risk ( = -0.128, p < 0.001) and
the product risk ( = -0.196, p < 0.001) have
a significant negative influence on the atti-
tude toward online purchases, suggesting the
acceptance of  Hypotheses H

1a
 and H1b. The

delivery risk and time risk indicated no sig-
nificant impacts on the attitude towards
online purchases (p > 0.05) providing no evi-
dence for the acceptance of Hypotheses H1c
and H

1d
. Further, as is evident from Figure 2,

the variety benefit ( = 0.243, p < 0.001),
economic benefit ( = 0.125, p < 0.001),
convenience benefit ( = 0.703, p < 0.001)
and hedonic benefit ( = 0.146, p < 0.001)
all have a significant positive impact on the
attitude towards online purchases; thereby
suggesting the acceptance of  Hypotheses H

2a
,

H
2b

 and H
2c
 and H

2d
. R2 for attitude is 0.900,

indicating that 90 percent of the variance of
the attitude towards online purchases can be
explained by the financial risk, product risk,
variety benefit, convenience benefit, eco-
nomic benefit and hedonic benefit. Attitude
( = 0.817, p < 0.001) and the subjective
norm ( = 0.122, p < 0.001) have a signifi-
cant positive impact on online purchases,
suggesting the acceptance of  Hypotheses H

3

and H
4
. The R2 for intention is 0.925 indicat-

ing that 92 percent of the variance of the
intention to shop online is indicated by the
attitude towards online purchases and the
subjective norm.

Findings

The output from the structural equation
modeling supports the model presented in
Figure 2. The R2 for the attitude towards
online purchases is 0.90 and for the inten-
tion to purchase online it is 0.925, both indi-
cate a good explanatory power for the model.
This suggests that the model presented in this
paper has a relatively high information con-
tent. The findings also reveals that the per-
ceived risk and perceived benefit are impor-
tant predictors of the attitude towards online
purchases and the subjective norm and the
attitude are important predictors of the in-
tention to purchase online, while perceived
behavioral control has little impact on the
intention to shop online.

Among the perceived risk’s items, prod-
uct risk is found to have the most significant
negative impact on the attitude towards
online purchases ( = -0.196). This indicates
that Indian consumers have little faith in
online vendors and are concerned about the
quality of the product that will be delivered
to them. Being unable to inspect, touch or
feel the products is the major cause of their
concern. This is in accordance with the find-
ings of Lu et al. (2005); Lee (2009); Masoud
(2013) who claimed that the risk that the
product will not performance as expected
negatively impacts on the attitude towards
online purchases. Providing free sample prod-
ucts or branded and standardized products
can help in reducing such apprehensions to
some extent. The financial risk is the second
most important concern that prevents con-
sumers from purchasing products online. The
risk of credit card fraud, the misuse of ac-
count information or the unwanted blocking
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of funds while making transactions, caused
by technological or human errors, are among
the most common concerns that consumers
undergo while purchasing goods online. The
findings are in accordance with Almousa
(2011); Bhatnagar and Ghosh (2004) and Lee
(2009) who claimed that financial risk has a
significant negative relationship with consum-
ers’ intentions to shop online.

The result indicates no significant im-
pact by the time risk and delivery risk on the
attitude towards online purchases. This may
be because the majority of the respondents
are in the age group below 30, and therefore
are early adopters of  technology (Dholakia
and Uusitalo 2002). Similar findings were
suggested by Moshrefjavadi et al. (2012), and
Sinha (2010) who claimed that there is no
significant impact by the time or convenience
risk on the attitude towards online purchases.
The recent trend of under-promising deliv-
ery times is fruitful for increasing the custom-
ers’ satisfaction. Easy payment facilities like
cash on delivery further reduce the consum-
ers’ hesitation about delivery issues
(Moshrefjavadi, et al. 2012). This may be a
reason why consumers are less worried about
delivery related issues. However this result
contradicts the findings of various other re-
searchers (Childer et al. 2001; Forsythe and
Shi 2003; Sinha 2010) in the past who have
claimed a significant relationship between the
convenience risk and the attitude towards
online purchases.

The perceived benefits of an online
purchase are major indicators of the attitude
towards online purchases. As evident from
the result, the convenience benefit ( =
0.703) has the most significant positive im-
pact on the attitude towards online purchases.
This indicates that consumers shop online
because of the comfort, time and place that
online shops provide. This is also evident

from the fact that the travel industry, particu-
larly the Indian railway’s ticket booking site
(IRCTC) is one of the fastest growing sec-
tors in Indian e-commerce, where consumers
can book tickets online conveniently at their
own comfort, and can save the time which
would have otherwise been wasted waiting
in long queues. The variety of  products and
the economic benefits are other important
benefits that motivate consumers to shop
online. The huge variety, with brands from
all over the world, and the price benefits pro-
vided by online vendors are attracting con-
sumers towards online shops, and may be an
important reason behind the tremendous
growth in the online retail segment in the
country. The findings are in accordance with
the study by Clemes et al. (2014); Delafrooz
et al. (2009); Forsythe et al. (2006); and
Jarvenpaa and Todd (1997) who claimed a
significant positive impact of convenience,
variety and economic benefit on the attitude
towards online purchases. The enjoyment
benefit has a significant impact on the atti-
tude towards online purchases, indicating the
fact that Indian consumers like to browse
online purchase sites. Browsing online sites,
as a recreational activity, often leads to im-
pulsive purchases and hence is a very impor-
tant factor for e-retailers. The findings of
Aizen (1991) and Kumar (2000) suggest that
attitude and the subjective norm are impor-
tant indicators of the intention to shop online.

The study claims no impact of Per-
ceived Behavioral Control (PBC) on the in-
tention to shop online, which contradicts the
findings of Pavlou and Fygenson (2006) and
Lee and Ngoc (2010). As mentioned in the
above section, PBC refers to the people’s
perception of the ease or difficulty of pos-
sessing the resources and opportunities
needed to engage in a behavior (Aizen 1991),
which for an internet purchase will be a high
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speed internet connection, a device to use
(laptops, personal computers or a smart
phone), the skill to use the internet and
knowledge of  the payment methods. In the
present scenario, the government and internet
service providers are jointly working together
to enhance and extend the web facilities. The
consumers are more educated and have less
hesitation about using computers or the
internet. Therefore, consumers no longer find
online stores to be difficult to use. Also in
the present research, all the respondents were
from urban areas, and are educated and
internet users. The method of  data collection
through e-mail itself ensures that the respon-
dents are internet educated. Also, most of  the
respondents either own personal computers
or have easy access to the internet. The re-
sult also claims that the Subjective Norm
(SN) has a positive impact on the consum-
ers’ attitudes or intention to shop online. The
finding is in accordance with Pavlou and
Fygenson (2006) and Kumar (2000) who
claimed the subjective norm was an impor-
tant influence in determining consumers’
purchasing intentions

Implication and Limitations

There are several factors that impact on
the consumers’ online purchase intentions.
Consumers expect to be offered a choice and
be able to exert control over their purchasing
decisions (Kozinets 2004). It is therefore of
the utmost importance that online retailers
understand their customers. As per the study,
the product risk is the most important con-
cern among online consumers. Consumers
have little trust in virtual retailers and the
quality of  the products they offer. A few
online retailers, like first cry.com and Ama-
zon have physical outlets as well. Consum-
ers can physically inspect the products be-

fore buying. A physical outlet creates trust
among consumers, not only about the qual-
ity of the products offered but also in the re-
tailers. Business models like brick and clicks
that allow customers to pick their products
from a nearby store are also helpful in reduc-
ing consumers’ concerns, to some extent.
Cash on delivery is yet another helpful mea-
sure to mitigate the perceived financial risk
of  the consumers.

Variety is an important motivator that
brings consumers online. Online retailers like
Amazon and Flipkart, with a huge range of
products, are among the most successful
online retailers in India. This indicates that
online buyers hunt for variety and therefore,
it is the duty of online retailers to provide a
huge range of national and international
brands on their sites, so as to facilitate easy
comparisons and a more pleasant purchasing
experience.

The subjective norm has also emerged
as an important influence on the online pur-
chase intention in this study. This implies that
online consumers value the opinions of oth-
ers. An online consumer may look for reviews
and ratings before making an online purchase.
Recommendations on social networking
websites can be fruitful. Also, online websites
need to keep a good tack of the reviews and
ratings for their products. Products that re-
ceive bad reviews for quality should be aban-
doned, to maintain the reputation of the
website. Reviews about delays in delivery or
any other service issues need to be taken care
of.

Like every piece of research, this study
also has a few limitations. One of  them is in
the process of  the data’s collection. The e-
mail method was used for data collection, to
ensure the acquaintance of the respondents
with the internet, but this decreased the re-
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sponse rate. Also respondents are from the
urban areas of  the country, educated and
mostly young and middle aged. The findings
would have been different if  a rural sample
was also included.

Conclusion

This paper focuses on analyzing the re-
lationship between perceived risk and per-
ceived benefit on the attitude, and the im-
pact of  attitude, the subjective norm and
perceived behavioral control on the intention
to make online purchases. The survey of  468
respondents, who were also online users, re-
vealed that there is a negative relationship
between product risk and financial risk and
the attitude toward online purchases, while

convenience, product variety, economic ben-
efit and hedonic benefit positively impact the
consumers’ attitude to shopping online. Also
the attitude towards online purchases and the
subjective norm positively impact the inten-
tion to shop online.

The findings of the study have several
implications for online retailers. Firstly
internet retailers dealing with Indian consum-
ers should take into consideration the risks
and benefits that Indian consumers perceive
in online purchases and design their strate-
gies accordingly. Secondly Indian consumers
value the opinions of their families, friends
and relatives, indicating that a satisfactory
comment by people who are close to them
will highly influence them as consumers.
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