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Abstract
In this study, we further develop the information systems continuance model in

the context of online shopping, using a contingency theory that accounts for

the roles of online shopping habit and online shopping experience. Specifically,
we argue and empirically demonstrate that although conceptually distinct,

online shopping habit and online shopping experience have similar effects on

repurchase intention. They both have positive mediated effects through

satisfaction and moderate the relationship between satisfaction and online
repurchase intention. The results of a survey study involving 122 online

customers provide strong support for our research model. We also identify

after-sale service, transaction efficiency, security, convenience, and cost savings
as important online shopping usefulness drivers. Theoretical and practical

implications include establishing a contingency theory to more fully explain

online customer retention as well as guidelines for development of customer
relationship management initiatives.
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Introduction
Customer retention is considered by both scholars and practitioners to be
one of the critical success factors for retail businesses with its implications
for cost savings and profitability (Doyle, 2003). The cost of acquiring new
customers is five to seven times that of retaining existing ones.
Furthermore, retained customers enhance profitability with their lower
sensitivity to price changes and their higher likelihood of referring new
customers (Doyle, 2003). Customer retention is an even more challenging
issue in the context of online shopping, where severe competitors exist
and the switching costs for customers are minimal (Anderson & Srinivasan,
2003). It is therefore important to identify the major determinants of
online customer retention.

One such important factor identified in previous research is satisfaction.
Its direct relationship with retention appears intuitive (Anderson &
Srinivasan, 2003). Indeed, the marketing literature confirms that customer
satisfaction is one of the main drivers of repurchase as verified in various
different industrial and social contexts (e.g., see Rust & Zahorik, 1993; Rust
et al., 1995; Hallowell, 1996). When a customer is satisfied with a particular
internet store, he or she is more likely to shop there again. In a study
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(Jones & Suh, 2000), satisfaction is found to be a strong
single predictor of repurchase behaviour, sometimes
explaining over 50%.

Most of the prior studies, however, were conducted in
the traditional shopping context. It is not clear whether
their findings can be applied to the online shopping
setting. Some information systems (IS) research (e.g.,
Bhattacherjee, 2001a, b) adopted the marketing approach
in explaining system usage continuance, suggesting
perceived usefulness to be another factor affecting
continuance in addition to satisfaction. A customer is
more likely to buy again from an internet store when he
or she finds shopping there useful. Well established in the
traditional IS paradigm, perceived usefulness is a central
notion that explains the usage or intended usage of
information technologies (Davis et al., 1989). Drawing on
the expectation disconfirmation theory, Bhattacherjee
(2001a) modelled IS continuance intention as a direct
outcome of both satisfaction and perceived usefulness.
However, the adequacy of explaining repurchase inten-
tion using satisfaction alone is questionable (Capraro
et al., 2003). It has been reported that only 15–35% of
satisfied customers did return (Reichheld, 1996). The
strength of the effect of satisfaction on retention also
varies, subject to factors like nature of industry (Jones &
Sasser, 1995) and other social factors (Oliver, 1999). It is
therefore important to examine the role of potential
moderators in attaining a better understanding of the
relationship between satisfaction and repurchase inten-
tion in the online context (Oliver, 1999; Capraro et al.,
2003; Nijssen et al., 2003).

Of particular interest to this study is the role of online
shopping habit, which refers to the habit of shopping on
the internet in general. Habit is not a new phenomenon
to the marketing literature and has been examined in the
traditional retailing context. Several empirical studies
(e.g., Murray & Haubl, 2005) show that retention can be
achieved indirectly when a habit exists. Habit is con-
sidered as an important factor in explaining repeated
purchases (Quinn & Wood, 2005). Nevertheless, most
previous research on habit focus on the temporal
dimension of the construct only (i.e., the frequency of
the behaviour) with little consideration to the effect of
the context in which a habit is practised (Khare & Inman,
2005). The online channel represents an innovative
shopping context with a number of unique attributes,
for example, interactivity, flexibility of navigation, etc.
(Childers et al., 2001). The novelty of online shopping
implies that some of the effects of the determinants of
online repurchase may be contingent upon the develop-
ment of the habit of using the online channel. Satisfac-
tion, for example, may not necessarily lead to intention
to return to an internet store in the absence of an online
shopping habit. An individual may not repurchase from a
cyber merchant when he or she has not formed a habit
of online shopping despite his/her satisfaction with
previous transactions. An important implication of this
contingency is that the retention theories developed and

validated in the physical shopping context need further
enhancement to account for the effect of online shop-
ping habit. Indeed, some researchers suggested that a
weak habit may lower the sensitivity of consumer
retention to satisfaction (Anderson & Srinivasan, 2003).
The habit construct is also of appeal to practitioners.
According to a recent report, online retailers consider the
development of online shopping habit to have a major
impact on internet sales (Cisco Systems, 2003). It is
therefore important to examine the role of habit in the
online shopping context in general and its effect on
online repurchase intention in particular.

In addition, the research on habit often involves the
use of prior experience as its surrogate measure (e.g., East
et al., 1994). Instead of examining the habit of doing
general shopping online, a number of studies looked into
broad experience with internet shopping. Prior experi-
ence is indeed one of the key ingredients for habit
formation (Triandis, 1971). Some scholars, however,
argue that experience is conceptually distinct from habit
and hence its validity as a proxy for habit becomes
doubtful (e.g., Ajzen, 1991). To throw light on this
ambiguity, we study prior online shopping experience
in this research and compare its effects with those of
online shopping habit.

In this study, we integrate the marketing and IS
theories to develop a better model for explaining the
repurchase intention of online customers. Specifically, we
adopt a contingency approach including online shop-
ping habit as the moderator of the relationship between
satisfaction and repurchase intention. Furthermore, we
clarify the distinction between habit and prior experience
by performing a comparative analysis. Our research
model therefore consists of two separate levels of research
variables. Repurchase intention and its hypothesised
predictors (satisfaction and perceived usefulness) are
internet retailer-specific while the moderators (online
shopping habit and online shopping experience) are
related to the online shopping context in general. By
refining the existing online customer retention models,
our paper also responds to Pateli & Giaglis (2004)’s call for
the development of more structured theoretical tools in
the electronic business literature.

In the next section, we introduce and present the
theoretical foundation of the research model. We then
describe the research context and methodology, followed
by a discussion of the empirical results. We conclude the
paper by discussing the practical implications of the
findings and suggesting directions for future research.

The research model
With the growing maturity of the customer retention
literature, this study extends early definitional research
and develops a research model with a focus on more
detailed ontological analyses of the relationships among
the constructs underlying the customer retention
phenomenon (Pateli & Giaglis, 2004). The theoretical
development of our research model is grounded in the IS
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continuance theory (Bhattacherjee, 2001a). In justifying
the integration of the technology acceptance model
(TAM) (Davis et al., 1989) with the disconfirmation
theory (Oliver & DeSarbo, 1988), Bhattacherjee (2001a)
argued that IS continuance decisions are very similar to
consumers’ repurchase intention. He conducted his study
in the context of online banking systems. In his model,
continuance intention is directly driven by satisfaction
and perceived usefulness. Following the marketing
approach, Bhattacherjee (2001a) measured satisfaction
as an evaluative outcome of a comparison process
between expected and perceived performance known as
confirmation (Oliver & DeSarbo, 1988). Bhattacherjee’s
(2001a) model is based on theories originally developed
and validated in physical environments, with which the
customers are quite familiar. We argue that the applica-
tion of these theories to the online environment is
contingent upon the formation of online shopping habit.
Our research model (see Figure 1) extends Bhattacherjee’s
(2001a) study to capture the mediated and moderating
effects of online shopping habit on the formation of
repurchase intention.1

Repurchase intention, perceived usefulness, and
satisfaction
Repurchase intention has been studied extensively by
marketing scholars. It is typically defined as the intention
to repeatedly purchase a particular product or service
over time (see Copeland, 1923). Repurchase mirrors and
constitutes one important dimension of loyalty (Jacoby &
Chestnut, 1978; Soderlund et al., 2001). As the issues of
conversion (converting customers to the online channel;
Ho & Wu, 1999) and stickiness (continuation of using the
online channel; Khalifa et al., 2002) are of particular
interest to internet retailers, the definition of repurchase
intention originated from marketing may not be in the
best fit. In view of this, we define repurchase as the
re-usage of the online channel to buy from a particular
retailer. Unlike other metrics such as click through ratios,
repurchase can better capture the ‘process of retaining

prior customers with repeat business’ (Nemzow, 1999). As
such, repurchase can be considered as continuance
behaviour (i.e., continue to shop from the same internet
store). The usage of a continuance model to explain this
behaviour is therefore appropriate. Consistent with most
prior IS and marketing studies, our focus is continuance
intention rather than the behaviour itself. Intention is
considered to be strongly correlated with volitional
behaviour (i.e., a behaviour that ‘a person can decide at
will to perform or not perform’, Ajzen, 1991). Volitional
behaviours typically involve a number of alternatives
among which a choice can be made at discretion.
Intention can accurately predict behaviours that are
generally under one’s control (see Ajzen, 1988). The
strong association between intention and volitional
behaviour is validated empirically (Davis et al., 1989;
Taylor & Todd, 1995). Repurchase is a form of volitional
behaviour, as customers generally enjoy more than one
option of which store to buy again. Additional theoretical
justification for this association comes from the cognitive
dissonance theory (Festinger, 1957), which stipulates that
individuals attempt to relieve the psychological tension
due to discrepancies between intention and behaviour by
being consistent with their intention. There is also a
practical consideration for focusing on intention. In the
context of continuance, it is difficult to tell whether an
individual who has not repurchased for a certain period
of time has indeed discontinued.

According to the TAM, perceived usefulness is one of
the major determinants of intention formation. The
notion was originally developed in the organisational
setting, denoting the extent to which an individual’s job
performance is enhanced with the use of a specific
technology (Davis et al., 1989). In the context of online
shopping, it refers to the salient beliefs of customers
regarding the instrumentality of repurchase (Davis et al.,
1989). For example, online shopping may be perceived as
more useful when it confers convenience and cost
savings. The original operationalisation of perceived
usefulness (Davis et al., 1989) involved scales that are
generalisable across both applications and contexts. The
initial usefulness measures were developed with respect
to the use of several office applications, namely, an e-mail
system, a graphics system, and a file editor application.
The measures include ‘quality of work’, ‘control over
work’, ‘work more quickly’, ‘critical to my job’, ‘increase
productivity’, ‘job performance’, ‘accomplish more
work’, ‘effectiveness’, ‘makes job easier’, and ‘useful’
(Davis et al., 1989, p. 329, Table 6). Ajzen, 1991
subsequently argues that researchers should consider
salient beliefs that are specific to the context, as it is
only at the level of specific beliefs that we can learn about
the unique factors that induce one person to engage in
the behaviour of interest. He further contends that these
salient beliefs must be elicited from the respondents
themselves, or in pilot work from a sample of respon-
dents that is representative of the research population.
Some examples of usefulness factors identified in the

Perceived
Usefulness

Online Shopping
Satisfaction

Online
Shopping Habit /

Experience

Online
Repurchase

Intention
+

+

+

+

+

Figure 1 The research model.

1We exclude the confirmation construct as its effects are fully
mediated through satisfaction (Oliver & DeSarbo, 1988). Its
inclusion would not add to the explanation of the focal variable
in this study, i.e., online repurchase intention.
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e-commerce literature include faster search, improved
search and buying, increased shopping productivity,
enhanced shopping performance (e.g., see Gefen &
Straub, 2000; Koufaris, 2002). Accordingly, we have
conducted a belief elicitation process (described later in
the Methodology section) involving a sample of our
respondents (i.e., online shoppers) to identify salient
usefulness beliefs specific to the online shopping context
and the internet technology, resulting in five usefulness
factors (i.e. after-sales service, transaction efficiency,
security, convenience, and cost savings). The effect of
perceived usefulness on behavioural intention (such as
repurchase) has been consistently reported in most
empirical studies in various contexts, including informa-
tion technology and electronic commerce (see a sum-
mary in Gefen & Straub, 2000). In this accord,
Bhattacherjee (2001a) also suggested and empirically
demonstrated that an individual is more likely to intend
for continued usage when such usage is perceived to be
useful. Applying TAM in the context of online shopping,
individuals will be more likely to intend to repurchase
online when they believe such behaviour to be able to
confer positive values (Davis et al., 1989). For example,
one may be more willing to shop again (i.e., repurchase
intention) from an online store if one perceives it to be
cheaper than other physical or online stores or providing
better after-sales services. Consistent with prior studies,
we hypothesise that:

H1: Perceived Usefulness has a significant positive effect on

Online Repurchase Intention.

Satisfaction is another major determinant of repurch-
ase intention. It has been widely defined as a post-
evaluative judgement over a particular purchase (Oliver,
1979, 1980; Churchill & Suprenant, 1982; Bearden &
Teel, 1983; Oliver & DeSarbo, 1988). It is an attitudinal
variable, and as such is an important determinant of
intention as per TAM (Davis et al., 1989). We rely on the
transaction cycle to characterise the customer’s satisfac-
tion with his/her online shopping experience. Consistent
with Feinberg et al. (2002), Khalifa et al. (2002), and
Lu (2003), our research model identifies three types
of satisfaction (i.e., pre-purchase, at-purchase, and
post-purchase satisfaction). The pre-purchase satisfaction
is related to the customer’s experience with online
activities performed prior to placing an order, for
example, consumer education, product search, and
product comparison. The purchase satisfaction is formed
based on the customer’s experience with the order
placement and payment processes. The post-purchase
satisfaction, on the other hand, is associated with the
customer’s experience with after-sale services, for exam-
ple, online customer support, helpdesks handling
returns/refunds, and online installation manuals, etc.

Judgement of satisfaction is entirely subjective and
individual (Oliver, 1997). Perceived usefulness represents
salient beliefs that are developed based on realistic

consideration of actual situational factors (Davis et al.,
1989). Previous TAM studies found that perceived useful-
ness significantly, consistently, and substantively drives
the formation of user acceptance (e.g., Davis et al., 1989;
Mathieson, 1991; Taylor & Todd, 1995; Karahanna et al.,
1999) and attitudes in general, such as satisfaction.
Similarly, the disconfirmation theory posits that satisfac-
tion is an evaluative outcome of the gap between
performance and expectations (Oliver & DeSarbo,
1988), with higher performance levels associated with
more positive disconfirmation and increased satisfaction.
Perceived usefulness refers to beliefs regarding perfor-
mance (e.g., time savings, cost savings). An individual is
more likely to be satisfied with an offering or experience
when he or she perceives better performance therefore
greater usefulness. We accordingly hypothesise that:

H2: Perceived Usefulness has a significant positive effect on
Online Shopping Satisfaction.

The direct relationship between satisfaction and con-
tinuance intention is at the core of the IS continuance
model and is validated empirically (Bhattacherjee,
2001a). In the online shopping context, a customer is
more likely to intend to return to a particular store if he
or she is satisfied with the previous purchases from that
store. Unpleasant buying experience easily leads to
dissatisfaction, discouraging the customer from coming
back (Oliver, 1999). There is ample empirical evidence
from the marketing literature that customer satisfaction
is positively linked to repurchase intention (e.g., see Rust
et al., 1995; Hallowell, 1996; Anderson & Srinivasan,
2003). We therefore hypothesise that:

H3: Online Shopping Satisfaction has a significant positive
effect on Online Repurchase Intention.

Online shopping habit
The effects of online shopping habit on online repurch-
ase intention are two-fold: (1) mediated through satisfac-
tion and (2) moderating the relationship between
satisfaction and repurchase intention. Habit refers to
‘situation-behaviour sequences that are or have become
automaticy the individual is usually not conscious of
these sequences’ (Triandis, 1980, p. 204). It is a beha-
vioural tendency resulting from prior experience (Gefen,
2003). It represents behavioural disposition to repeat
previous action, developed through frequent perfor-
mance in a stable context (Ouellete & Wood, 1998). It
can be viewed as an automatic behavioural response
triggered by a situational stimulus without being
preceded by a cognitive analysis process (Aarts et al.,
1998). The individual is not necessarily aware of the
behaviour nor is required to devote thought or rational
evaluations prior to engaging in such behaviour (Ouellete
& Wood, 1998). In other words, habitual behaviours
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require minimal conscious thoughts (Aarts & Dijkster-
huis, 2000), enabling individuals to conserve their
limited mental resources (Bargh & Ferguson, 2000). Such
automaticity allows habitual behaviours to be performed
easily and quickly (Quinn & Wood, 2005). In the context
of online shopping, individuals with online shopping
habits would turn to the online channel (i.e., the
behavioural response) instead of a physical outlet auto-
matically without further consideration when they feel
shopping needs (i.e., situational stimulus). Past research
reported that habit is a major driver of affect (Limayem &
Hirt, 2003). Affect is defined as ‘feelings of joy, elation, or
pleasure, or depression, disgust, displeasure, or hate
associated by an individual with a particular act’
(Triandis, 1971, p. 211) and an ‘emotional response to
the thought of the behaviour’ (Limayem & Hirt, 2003, p.
69). Consistent with Bhattacherjee (2001a), we argue that
satisfaction is also an affect. By giving rise to a favourable
feeling towards a behaviour (Triandis, 1971), habit affects
satisfaction directly (Limayem & Hirt, 2003). In other
words, a customer is likely to be more satisfied with an
internet store if he or she has acquired the habit of
shopping online. We therefore hypothesise that:

H4: Online Shopping Habit has a significant positive effect
on Online Shopping Satisfaction.

In addition to its mediated effect, habit is also supposed
to positively moderate the relationship between satisfac-
tion and repurchase intention. According to the theory of
attitude and attitude change, behavioural intention is
determined by the interaction of habit and affect among
other constructs (i.e., social norms and attitude) (Trian-
dis, 1971). With the same level of affect (i.e., satisfaction),
an individual who has acquired a habit of a behaviour is
more likely to intend to repeat the behaviour in the
future than others without such habit. In other words,
given particular level of satisfaction with an online store,
a customer who has acquired a stronger online shopping
habit is more likely to intend to repurchase from that
store. A customer who rarely shops online may not return
despite that he or she is satisfied. Accordingly, we
hypothesise that:

H5: Online Shopping Habit positively moderates the
relationship between Online Shopping Satisfaction and
Online Repurchase Intention.

Online shopping experience
Several previous studies have used experience as a
surrogate measure for habit (e.g., Mittal, 1988; Montano
& Taplin, 1991; East et al., 1994; Thompson et al., 1994;
Verplanken et al., 1994; Bergeron et al., 1995; Verplanken
et al., 1996; Verplanken & Svenson, 1997; Murray &
Haubl, 2005). Accordingly, habit is often operationalised
based on self-reported frequency of past behaviour (Aarts,

1996). Other researchers, however, have argued that such
operationalisation of habit is not optimal (e.g., Ajzen,
1991; Eagly & Chaiken, 1993). Although experience is a
precursor of habit (Triandis, 1971; Chaudhuri, 1999), the
two constructs are conceptually different. Unlike experi-
ence, the formation of a habit is partly subject to the
ability of the individual to convert/absorb the behaviour
into cognitive schemata (Limayem et al., 2001). The
development of experience, on the other hand, solely
requires actual usage behaviour. A prolonged usage
experience does not necessarily imply that an individual
has acquired the usage habit. We therefore develop two
separate measurement scales for habit and experience,
hypothesising the conceptual discrimination between
the two constructs.

Although conceptually different, experience and habit
seem to have similar effects. This may explain the usage
of experience as surrogate of habit by some researchers. In
the context of our study, experience is expected to have
positive effects on satisfaction and moderating effects on
the relationship between satisfaction and repurchase
intention. Prior studies showed that repeated behaviour
(i.e., experience) enhances the affective component of
one’s attitude (e.g., satisfaction) towards such behaviour
(Verplanken et al., 1998). Accordingly, we hypothesise
that:

H6: Online Shopping Experience has a significant positive
effect on Online Shopping Satisfaction.

Also, experience is shown to strengthen the accessi-
bility of the affective component of attitude, for example,
satisfaction (Verplanken et al., 1998). Accessibility refers
to the speed of retrieving affect from memory. Enhanced
accessibility, in turn, improves affect–behaviour consis-
tency (Fazio et al., 1982). This is consistent with studies
reporting moderating effects of experience on the
relationship between attitude and behavioural intention
(Zanna et al., 1980; Fazio & Zanna, 1981). Therefore, we
also argue that for the same level of satisfaction, higher
experience leads to better accessibility of the satisfaction
in memory, strengthening in this way the effect of
satisfaction on intention. Accordingly, we hypothesise
that:

H7: Online Shopping Experience positively moderates the
relationship between Online Shopping Satisfaction and
Online Repurchase Intention.

Methodology

Research procedure
The research model was tested by conducting a survey
study, which presents the advantages of enabling replic-
ability, strengthening statistical power and serving as a
foundation for building generalisability (Teo et al., 2003).
The invitation to participate in the survey was distributed
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by email through an internet service provider that
identified a pool of online shoppers. The survey instru-
ment was then electronically administered to respondents.
The response rate could not be estimated as we were not
granted permission to access the master mailing list.

Participants
Respondents of the survey composed of 122 online
customers who had previously shopped from various
internet stores. Participation was entirely voluntary.
Table 1 presents the demographics of the respondents.

Measurement
In line with our definition of repurchase intention, the
respondents were asked to think of a specific online store
from which they had previously shopped in answering all
questions in the survey. We measured online shopping
habit, online shopping experience, and online repurch-
ase intention using reflective items that were adapted
from the literature (e.g., see Limayem & Hirt (2003) for
habit, and Limayem et al. (2000) for online repurchase
intention) and validated through the card sorting
procedure (Moore & Benbasat, 1991). To identify specific
usefulness factors for all phases of online shopping, we
relied on belief elicitation to develop a formative
measurement model for the construct of perceived
usefulness. We wanted to distinguish between the
different phases of online shopping (i.e. pre-purchase,
purchase, and post-purchase experiences). Therefore, we
also operationalised satisfaction as a formative, emergent
construct formed with items based on these phases.
Although the items of both perceived usefulness and
satisfaction measure the perceptions towards similar
offerings, for example, after-sale service, the major
distinction lies in the contextual difference. Perceived
usefulness refers to the evaluation of a specific offering,
while satisfaction measures the general attitudes towards
a stage in the purchase cycle as a whole. We developed an
initial pool of formative items from a review of the
literature. Twenty online shoppers were invited to
participate in focused group discussions where they were
asked to identify important usefulness factors, whereby
assessing the face validity of the factors. Appendix A
presents the formative items developed based on the
belief elicitation results as well as all other measures in
the survey.

As respondents with more online shopping experience
are likely to be more satisfied, hence introducing
potential response bias, we examined the response
distribution for satisfaction. An even distribution of the
responses indicated that the possibility of having such a
bias was remote.

Although we rely on the same respondents for the
dependent and independent variables, the structure of
the research model (i.e. moderating effects) minimises
potential common method bias. The moderating effects,
if found to be significant, will provide a strong indication
of the lack of common method bias (Evans, 1985). While

the respondents may anticipate the linear relationships
and answer accordingly, they are not likely to predict the
moderating relationships. Existence of a common meth-
od bias increases statistically the covariance among the
independent variables, impairing the likelihood of de-
tecting a significant moderating effect. Therefore, with
the verification of moderating effects, the presence of a
common method bias becomes highly unlikely (Brockner
et al., 1997).

To check for possible non-response bias, we compared
early respondents with late respondents (Armstrong &
Overton, 1977). The last 25% to submit their response
were considered to be late responses and were deemed
to be representative of online shoppers who ultimately
did not respond to the survey (Li & Calantone, 1998).
We then compared the means of all items for the two
groups and could not detect any significant differences.
To assess the representativeness of our sample, we
compared the demographics with those of global internet
users (TNS-Infratest, 2005) and detected no significant
differences.

In formulating and testing the moderating effect of
online shopping habit (experience) on the relationship
between online shopping satisfaction and online re-
purchase intention, we followed a hierarchical process
similar to multiple regressions where we compared the
results of two models. That is, one with and one without

Table 1 Demographics of respondents

Demographic Category Percentage %

Gender Male 62

Female 38

Age Less than 20 8

20–35 74

36–50 16

Over 50 2

Marital Status Single 79

Married 21

Education High school 20

Undergraduate degree 38

Postgraduate degree 42

Experience with internet

usage

Less than 1 year 4

1–2 years 5

3–4 years 33

Over 4 years 58

Online shopping frequency Less than once a month 70

A few times a month 19

A few times a week 7

About once a day 4

Residing countries United states 100
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the interaction construct: online shopping habit (experi-
ence)�online shopping satisfaction. The interaction
construct is developed by multiplying the factor score
for the satisfaction construct (with formative indicators)
with each of the standardised items of the habit
(experience) construct (with reflective indicators). The
moderating effects are tested and interpreted according
to the guidelines recommended by Carte & Russell
(2003). More specifically, we assessed the significance of
the change in the R2, using the following formula (Carte
& Russell, 2003):

DR2=ðdfmul � dfaddÞ
ð1 � R2

mulÞ=ðN � dfmul � 1Þ

Measurement scale
The survey instrument consisted of both reflective and
formative indicators measured with a semantic differen-
tial scale in the form of a slider that was used to record
the respondents’ answers (see Appendix A). The slider is a
graphical scale with two anchors only appearing at both
ends (‘strongly disagree’ and ‘strongly agree’). The neutral
point is labelled as ‘Indifferent’. With a resolution
ranging from 1 to 100, the slider provides 100-scale steps.
According to numerous psychometric studies, the relia-
bility of individual rating scales is a monotonically
increasing function of the number of steps (Nunnally,
1978). Graphical scales are reported to be superior to
numeric scales as people usually think of quantities as
represented by degrees of physical extensions (e.g., the
yardstick). Graphical scales can also help to convey the
idea of a rating continuum and lessen clerical errors in
making ratings (Nunnally, 1978). To mitigate potential
threats to the reliability of the scale measurement
resulting from different screen sizes and operativeness
of input devices of the respondents, the exact ratings
selected were indicated next to the slider. In this way,
respondents were also able to re-adjust the slider when
they mishandled the mouse devices.

Data analysis
Separate analyses were performed with research models
using online shopping habit and online shopping
experience respectively as the moderator. This allows us
to compare the moderating and mediated effects of these
constructs. From a methodological perspective, simulta-
neous testing of test effects may also be problematic.
Although experience and habit may plausibly have
independent effects on online repurchase intention,
these two constructs may potentially be highly correlated
as experience constitutes one of the pre-requisites for the
formation of habit.

The analysis of the data was done in a holistic manner
with the partial least squares (PLS) procedure using PLS
graph (Chin, 1998). The PLS procedure (Wold, 1989)
allows the researcher to both specify the relationships
among the conceptual factors of interest and the

measures underlying each construct. Specifically, reflec-
tive indicators are invoked to account for the observed
variances and covariance while formative indicators are
weighted based on their relative importance in the
formation of the construct (Chin, 1998; Law et al.,
1998). The result of such a procedure is a simultaneous
analysis of (1) how well the measures relate to each
construct and (2) whether the hypothesised relationships
at the theoretical level are empirically confirmed.
Furthermore, due to non-normality of the data, structural
equation modelling was not appropriate (Chin & Gopal,
1995; Bhattacherjee, 2004). PLS, on the other hand, is
considered a better fit as it adopts a component-based
approach and does not require multivariate normal
distributions or a large sample size (Fornell & Bookstein,
1982). Compared to structural equation modelling, PLS is
more focused on predictability by maximising the
variance explained in constructs rather than overall
fitness of the model (Barclay et al., 1995). With the
prediction-oriented nature of the research questions, PLS
is therefore considered preferable for this study. Tests of
significance for all paths were conducted using the
bootstrap re-sampling procedure (Cotterman & Senn,
1992). For reflective measures, we adopt the standard
approach for evaluation, where all path loadings from
construct to measures are expected to be strong (i.e., 0.70
or higher). The internal consistency of the reflective
items was estimated using the composite reliability
formula (Chin, 1998). We did not rely on the Cronbach’s
alpha, which represents a lower bound estimate of
internal consistency due to its assumption of equal
weightings of items. In the case of formative measures,
we assess the contribution of each item to the pertaining
construct based on their weights (Chin, 1998).

Results and discussion

Measurement model validation
Tables 2, 3 and 4 present the results of the test of the
measurement model. As shown in Table 2, the loadings of
all reflective items are high (above 0.8) with significance
at 1% level, demonstrating convergent validity. Compo-
site reliability scores and average variance extracted (AVE)
were computed to further assess convergent validity as
well as internal consistency. Results (see Table 3) showed
that for all constructs the composite reliability scores are
higher than the recommended benchmark of 0.80
(Nunnally, 1978) whereas the AVEs exceeded the thresh-
old of 0.50 (Hair et al., 1998), verifying internal
consistency.

As for discriminant validity, which denotes the extent
to which the measures for each construct are distinct
from each other, we performed the assessment by
verifying whether the correlations between a referent
construct with others are substantially different from the
square roots of the AVE scores of that construct
(Anderson, 1987). Such a comparison provided support
for discriminant validity (correlation between repurchase
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and habit¼ 0.50; correlation between repurchase and
experience¼0.61; see Table 3).

We performed two tests to verify the conceptual
distinction between online shopping habit and online
shopping experience. First, we relied on the card sorting
procedure. Habit and experience were classified into two
separate constructs by the panel judges involved in the
procedure, indicating face validity and hence discrimi-
nant validity. Furthermore, the square root of the AVE of
the experience construct (0.84) is higher than the
correlation of experience with habit (0.74) (see Table 3),
therefore demonstrating discriminant validity. Based on
these results, we conclude that online shopping habit
and online shopping experience are conceptually distinct
constructs. The higher correlation value, however,

suggests potential multicollinearity problem if both
constructs are included in the same model.

The weights and the significance of all formative
measures indicate that the items contribute significantly
to the formation of the intended construct (Table 4).
After-sale service and transaction efficiency emerged as
the two most important drivers of perceived usefulness
with identical weights of 0.42, both significant at the 1%
level. The effects of security, convenience and cost
savings are comparatively small, but are nevertheless
significant.

To check for the potential effects of demographics, we
included age and gender in the model, but their path
coefficients (links to online repurchase intention) were
not significant. We therefore concluded that age and

Table 2 Reflective measurements

Construct items Loadings Std. error t-Values

Online repurchase intention

Anticipate to repurchase in the near future 0.92 0.02 61.23

Likely to repurchase in the near future 0.93 0.02 57.78

Expect to repurchase in the near future 0.95 0.01 91.03

Online shopping habit

Natural behaviour 0.87 0.03 27.94

First thing that comes to mind 0.90 0.02 47.15

Spontaneous 0.84 0.05 17.66

Online shopping experience

Used extensively 0.91 0.02 43.07

Used for a long time 0.86 0.03 29.61

Used frequently 0.82 0.04 18.92

Table 3 Assessment of internal consistency, convergent validity, and discriminant validity

Constructs No. of

items

Composite

reliability (r)

AVE

(sq. root)

Correlations with online

repurchase intention

Correlations with online

shopping habit

Online repurchase intention 3 0.95 0.87 (0.93) 1.00

Online shopping habit 3 0.91 0.76 (0.87) 0.50

Online shopping experience 3 0.91 0.71 (0.84) 0.61 0.74

Table 4 Formative measurements

Constructs Items Weights Std. error t-Values

Online shopping satisfaction Post-purchase experience 0.59** 0.10 6.02

Pre-purchase experience 0.34** 0.13 2.81

Purchase experience 0.26** 0.11 2.35

Perceived usefulness After-sale service 0.42** 0.16 2.62

Transaction efficiency 0.42** 0.10 4.08

Security 0.24** 0.12 2.01

Convenience 0.23** 0.09 2.46

Cost savings 0.20** 0.10 2.02

**Significance at 1% level.
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gender differences did not provide additional explana-
tion for intention formation.

Results of PLS analysis
Figure 2 provides the results of the PLS analysis of full
model, including the habit construct. The estimated path
effects are given along with their significance. All path
coefficients are significant providing strong support for
all the hypothesised relationships. Both perceived useful-
ness (b¼0.31; P¼0.01) and online shopping satisfaction
(b¼0.44; P¼0.01) have significant positive effects on
online repurchase intention, confirming H1 and H3. As
hypothesised (H2), perceived usefulness also has a
significant positive effect on satisfaction (b¼0.65;
P¼ 0.01). These results confirm the applicability of the
IS continuance model (Bhattacherjee, 2001a) to the
online shopping context.

The reduced model (without habit) explains about 66%
of the variance in repurchase intention. Interestingly, this
R2 is identical to the one reported by Bhattacherjee
(2001a). The full model (including habit), on the other
hand, explains about 70% of the variance. Our results
show strong support for both the mediated and moderat-
ing effects of online shopping habit. As hypothesised in
H4, habit has a significant effect on satisfaction (b¼0.18;
P¼ 0.01). The moderating effect of habit is also verified,
as indicated by a significant change in R2 (F¼15.4;
P¼ 0.001)2, confirming H5. In other words, as online
shopping becomes more habitual, the effect of satisfac-
tion on repurchase intention becomes stronger.

We replicated the analysis using online shopping
experience to compare its effects with those of online
shopping habit (see Figure 3). The empirical results are
quite similar. The full model with online shopping
experience explains a comparable variance of online
repurchase intention (R2¼ 71%) to that of the full model
with habit (R2¼70%). Similar to habit, experience also
exhibits mediated and moderating effects on online
repurchase intention. As hypothesised in H6, experience
has a significant effect on satisfaction (b¼0.28; P¼0.01).
Confirmed by the significant change in R2 (F¼19.3;
P¼ 0.001),3 experience also positively moderates the
relationship between satisfaction and repurchase inten-
tion, verifying H7. These findings imply that experienced
online customers are more likely to intend to repurchase
when satisfied. The significance of H7 also qualifies
online shopping experience as a valid segmentation
criterion for customer retention. Managers may opt to
collect data on customers’ online shopping experience in
place of habit, which is relatively more difficult to
measure.

Discussion
In this study, we develop, operationalise, and empirically
test a model that explains online consumer retention as
measured by repurchase intention. Earlier studies in the
marketing literature modelled repurchase as a direct
effect of satisfaction. Recent IS research suggested con-
tinuance intention to be an outcome of satisfaction and
perceived usefulness. Our findings demonstrated that
such models may not be fully sufficient for explaining
online shopping and that a contingency theory was
needed (i.e. moderating factors of the link between
satisfaction and repurchase intention should be in-
cluded).

Theoretical implications
The empirical evidence provides strong support for our
model, as demonstrated by the significant effects of habit
and experience and the improved explanatory power (R2)
of the model. These results confirm our argument for the
development of a contingency theory to account for the
novelty of the online channel. Our findings also verify
the conceptual distinction of the habit and experience
constructs, reinforcing the argument of previous studies
that experience is necessary but not sufficient for the
formation of habit. Although conceptually distinct,
experience and habit seem to have comparable effects.

Perceived
Usefulness

Online
Shopping

Satisfaction

Online
Shopping

Habit

Online
Repurchase

Intention
0.65**

0.31**

0.44**

R2: 0.56

R2: 0.70

0.18**

** p < 0.01

∆ R2 (F = 15.4**)

Figure 2 Results of PLS analysis – full model with habit.

Perceived

Usefulness

Online

Shopping

Satisfaction

Online

Shopping

Experience

Online

Repurchase

Intention
0.59**

0.30**

0.40**
R2: 0.60

R2: 0.71

0.28**

∆ R2 (F = 19.3**)

** p < 0.01

Figure 3 Results of PLS analysis – full model with experience.

2F¼ [R2/(dfmul�dfadd)]/[(1�R2
mul)/(N�dfmul�1)]¼ [(0.70�0.66)/

(5�4)]/[(1�0.7)/(122�5�1)]¼15.4.
3F¼ [R2/(dfmul�dfadd)]/[(1�R2

mul)/(N�dfmul�1)]¼ [(0.71�0.66)/
(5�4)]/[(1�0.71)/(122�5�1)]¼19.3.
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The similarity of their effects may be due to the fact that
experience is a pre-requisite for habit formation. When
we tried to include both constructs in the model, their
high correlation created multicollinearity effects and
only one of them (i.e., experience) remained significant.
As to which construct should be considered, we suspect
that for cases where online shopping habit is strong, its
inclusion may provide a better explanation of online
repurchase intention. On the other hand, when con-
sumers have not acquired an online shopping habit
yet, the inclusion of online shopping experience may
provide a better explanatory power. The interplay of
experience and habit should be investigated further in
future research to shed more light on their relative
importance in explaining online repurchase intention.

The significant moderating effects of online shopping
experience and habit provide important implications.
The formation of online shopping habit may not
necessarily involve a prolonged usage experience. Our
results show that the effect of satisfaction on repurchase
intention is strengthened with both habitual and experi-
enced online shoppers. In other words, customers with
online shopping habits are as likely to return as those
experienced others when satisfied. Often times, customer
retention programs focus extensively on experienced
online shoppers. Our study demonstrates that habitual
customers are worth similar attention despite they may
not have a long history of online shopping.

Managerial implications
On the practical side, our study offers guidelines on
customer profiling and prioritisation of customer reten-
tion programs for online retailers. Many companies
grouped customers based on their satisfaction level. As
our results show that experienced and habitual custo-
mers, when satisfied, are more likely to be retained,
another useful market segmentation criterion may be the
level of prior online shopping experience and online
shopping habit. Customers may be segmented into four
major profiles: (1) satisfied shoppers with online shop-
ping experience or habit; (2) satisfied shoppers with less
or without online shopping experience or habit; and (3)
dissatisfied shoppers with online shopping experience or
habit; and (4) dissatisfied shoppers without online
shopping experience or habit. Each of these profiles
should be assigned different marketing objectives and
priority of retention efforts. For both the first and second
profiles where customers are satisfied, the primary
marketing objective should be the continuous enhance-
ment of customer satisfaction in order to increase the
likelihood of their repeat purchases. But for the second
category, customer retention requires extra efforts on
reinforcing the development of online shopping habit/
experience, converting the customers to more habitual
online shoppers and hence increasing their life time
profitability to the company. Managerial influence in this
case is, however, limited. Internet merchants may exert
little direct influence on such general habit/experience as

the formation of which is subject to a number of
individual factors, such as personality traits and general
attitudes towards online shopping. Alternatively, man-
agers may enhance the development of specific habit/
experience with buying from their particular stores. The
online shopping channel may be useful in serving this
purpose. For example, multimedia design may be in-
corporated in the website to improve the virtual shop-
ping experience. Online retailers may also provide free
online previews or trials of products to encourage the
acquisition of usage experience. Furthermore, abolish-
ment of traditional channels may be effective in enhan-
cing the development of online shopping habit as in the
case of banking services. Closures of bank branches have
significantly contributed to the habit formation of using
e-banking services. Product improvement may be the top
priority for marketing managers serving the remaining
two profiles in order to restore satisfaction from the
dissatisfied customers. As our results also show the effects
of habit and experience to be similar, practitioners may
rely on prior experience in profiling customers who have
not acquired the online shopping habit yet.

Future research directions
The role of online shopping habit may vary across
industry contexts. For products or services where the
majority of customers may already be accustomed to
buying online (e.g., books and airline tickets), the role of
habit in enhancing repurchase intention may not be as
salient as it does in contexts where online shopping
remains in its infancy stage (e.g., grocery shopping).
Future research is needed to inform these variations by
replicating our study in industry contexts varying in
terms of the innovativeness of the online channel will
shed more light on the relative importance of the
moderating effects of habit and experience.

Another limitation of this research is that its scope is
limited to the online factors. Several empirical studies
(e.g., Parasuraman et al., 1985) reported that the quality
of how a product and service is actually delivered played
a key role in satisfaction formation. Such studies suggest
that the success of the online channel remains dependent
on the effectiveness and efficiency of the physical
channel, for example, delivery. Future research should
consider online and contingent offline factors simulta-
neously. As our research model incorporates variables
mainly from the TAM, future researchers should also
expand our study by investigating the relative impor-
tance of other predictors of intention. For example,
earlier empirical evidence demonstrates that online
customers’ personality traits have a significant impact
on the effectiveness of interaction with online retailers
(Jahng et al., 2002). These variables have not been
controlled for in the present study. Other potentially
relevant factors include perceived usability and system
quality (Juan et al., 2006). As well, testing the applic-
ability of our research model to online customer
communities may be of interest to internet retailers
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given the recent proliferation of such e-commerce
initiatives. Such examination may require additional
variables like trust (e.g., see van der Heijden et al.,
2003), which are important factors to consider when
interpersonal relationships among customers are in-
volved (Lankton & McKnight, 2006).

Another contextual direction for future research is to
extend and re-test our conceptual model in the context of
actual purchase behaviour to assess its adequacy and the
need for additional explanatory variables. From a meth-
odological perspective, future research may also adopt a
longitudinal design, investigating further the interplay of

experience and habit and their relative importance in
explaining continuance behaviour.

Conclusion
In conclusion, our study highlights the importance of the
roles of online shopping habit and online shopping
experience in the achievement of online customer
retention. As verified by our data, online repurchase
intention is not only an outcome of a rational analysis of
satisfaction with and the perceived usefulness of previous
transactions. Both habit and experience are also signifi-
cant driving forces of online shopping behaviour.
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Appendix A

Online survey instrument

mid-point of the 
slider

Click to display the pointer

Indifferent

Strongly 
Agree

Strongly 
Disagree

Items measuring Online Repurchase Intention (Limayem
et al., 2000)

I anticipate to repurchase from this internet store in
the near future
It is likely that I will repurchase from this internet
store in the near future
I expect to repurchase from this internet store in the
near future

Items measuring Online Shopping Habit (Limayem & Hirt,
2003)

Shopping online has become a natural act for me
Whenever I think of shopping, the internet comes to
my mind
Online shopping has become spontaneous for me

Items measuring Online Shopping Experience (Limayem &
Hirt, 2003)

I have shopped online extensively
I have used the internet to shop for a long time
I shop online frequently

Items measuring Online Shopping Satisfaction (Bhattacher-
jee, 2001a)

I am satisfied with the pre-purchase experience of
this internet store (e.g., consumer education, product
search, quality of information about products,
product comparison)
I am satisfied with the purchase experience of this
internet store (e.g., ordering, payment procedure)
I am satisfied with the post-purchase experience of
this internet store (e.g., customer support and
after sale support, handling of returns/refunds,
delivery care)

Items measuring Perceived Usefulness (Bhattacherjee, 2001a)
I get good after-sale service from this internet store
Transaction processing in this internet store is
efficient (e.g., fast retrieval of information, ordering,
payment processing and scheduling delivery)
I am not too concerned about the security of this
internet store
Shopping from this internet store is convenient
Purchasing from this internet store allows me to
save money
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