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Abstract

Purpose — The purpose of the present study was to
analyze the effect of flexibility and interactivity on per-
ceived utilitarian value and hedonic value, ultimately
determining the satisfaction level of e-commerce users.

Design/Methodology/Approach - Data were analyzed
by using the Structural Equation Modeling (SEM) with
AMOS 18. A sample of e-commerce users were taken by
using the incidental sampling technique. A total of 650
respondents participated, forming the sample and the
usable size was 415 after the screening process.

Findings and implications - First: flexibility (naviga-
tion, comfort, and the substitutability of personal ex-
amination) had an effect on utilitarian value, but not
hedonic value; second, interactivity (controllability, syn-
chronicity, and bi-directionality) had an effect on utili-
tarian value and hedonic value; third, perceived value
had an effect on satisfaction. E-tailers should allocate
their resources appropriately, combining the qualities

Sazetak

Svrha - Svrha istrazivanja jest analizirati u¢inak prila-
godljivosti i interaktivnosti na percipiranu utilitarnu
vrijednost i hedonisticku vrijednost, a kako bi se u ko-
nacnici odredila razina zadovoljstva korisnika elek-
tronickog trgovanja.

Metodoloski pristup - Podaci su analizirani primje-
nom modeliranja strukturnih jednadzbi (SEM) sa sof-
tverom AMOS 18. Korisnici elektronicke trgovine u
uzorak su birani slu¢ajnim odabirom. U istrazivanju
je sudjelovalo ukupno 650 ispitanika, a nakon $to su
prosliinicijalnu provjeru, 415 upitnika iskoristeno je za
analizu.

Rezultati i implikacije - Prvo: prilagodljivost (naviga-
cija, udobnost, zamjenjivost osobnog ispitivanja) ima-
ju ucinak na utilitarnu, ali ne i na hedonisticku vrijed-
nost; drugo: interaktivnost (moguc¢nost kontroliranja,
uskladenost i dvosmjernost) imaju ucinak na utilitarnu
vrijednost i na hedonisticku vrijednost; trece, perci-
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of utilitarian and hedonic values on their website pro-
portionally (powerfully and stylishly) well to improve
the overall perceived value. When a company has lim-
ited resources, the trade-off of utilitarian and hedonic
values should be well-considered. For example, adding
more interesting and easy-to-understand features, such
as a more flexible and interactive live chat, would make
it easier for consumers to select products/services as if
performing off-line transactions.

Limitations - Despite the justification in the literature
for using ethnicity- and region-based samples in Indo-
nesia for Internet-related studies, those samples may
not reflect the actual overall population of online con-
sumers worldwide.

Originality - This paper develops an interactivity mod-
el by adding the flexibility construct to increase the
perceived value in e-commerce supported by the latest
literature and some important recommendations for
further research.

Keywords - Flexibility, interactivity, utilitarian value,
hedonic value, satisfaction

pirana vrijednost ima ucinak na zadovoljstvo. Elek-
tronicke bi prodavaonice trebale usmjeriti resurse na
odgovarajuci nacin kombiniraju¢i podjednako dobro
kvalitete utilitarnih i hedonistickih vrijednosti na svo-
jim internetskim stranicama (snazno i sa stilom) kako
bi poboljsale ukupnu percipiranu vrijednost. Kad po-
duzece ima ogranicene resurse, treba razmatrati kom-
promis izmedu utilitarnih i hedonistickih vrijednosti.
znacajki, poput prilagodljivijeg i interaktivnog chata
uzivo, pojednostavnilo bi potrosac¢ima odabir proizvo-
da/usluga kao kod provodenja off-line transakcija.

Ogranic¢enja - Usprkos opravdanosti koju literatura
navodi za koristenje uzoraka na temelju etnicke pri-
padnosti i regije u Indoneziji, za istrazivanja vezana
uz internet ti uzorci ne moraju odrazavati stvarnu uku-
pnu populaciju on-line potrosaca diljem svijeta.
Doprinos - Ovaj rad razvija model interaktivnosti do-
davanjem konstrukta prilagodljivosti kako bi se pove-
¢ala percipirana vrijednost u elektronickom trgovanju,
poduprt najnovijom literaturom i nekim vaznim pre-
porukama za buduca istrazivanja.

Klju¢ne rijeci - prilagodljivost, interaktivnost, utilitar-
na vrijednost, hedonisticka vrijednost, zadovoljstvo



Effects of Flexibility and Interactivity on the Perceived Value of and Satisfaction With E-Commerce (Evidence from Indonesia)

1. INTRODUCTION

The development of the Internet usage has
changed the patterns of people’s effective
marketing communications and online trans-
actions. Research conducted in 12 major cities
in Indonesia from mid-2014 to January 2015,
on respondents in the segments starting from
18 years of age, managed to obtain important
findings. The estimated total market value of
e-commerce in Indonesia amounted to USD 8
billion in 2014 and will continue to increase to
USD 24 billion in 2016 (Indonesian E-commerce
Association, 2016). Application-equipped smart
phones are currently capable of accessing an
almost unlimited selection of products and
services, comparing prices, selecting types of
items, and performing real-time transactions
(Park, Jun & Lee, 2015; Wang, Malthouse & Krish-
namurthi, 2015; Pantano & Priporas, 2016; Yoo,
Yunjung & Jung, 2010). Thus, an understanding
of the target audience as purchasers via e-com-
merce should be further improved by adding
more complete features (Overby & Lee, 2006).
Additionally, the user interface and website
design should emphasize the content, rather
than focus on excessive advertising (Burke, 1997
Crockett, 2000; Mitchell, 2000; Overby & Lee,
2006). Interaction and flexibility constitute the
best means to improve e-commerce (Childers,
Carr, Peck & Carson, 2001; Overby & Lee, 2006).
Increased interaction and flexibility play an im-
portant role in shifting the persuasive transmis-
sion method of the seller's message to the com-
municative one reciprocally via smart phones/
computers (Yoo et al, 2010). Interactivity is a
two-way communication capable of improving
the quality of the message (Berthon, Pitt & Wat-
son, 1996). In the e-commerce booking environ-
ment, customer — service provider interactivity
and flexibility are the most effective means to
transact (Childers et al., 2001; Yoo et al., 2010).

Booking products or services online provides an
easy and time-saving experience because there
is no geographical border. On the contrary,
since the customer does not deal directly with
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the operator in the process of online booking,
the customer often encounters difficulties ob-
taining an immediate response from the e-tailer
(Yoo et al,, 2010). E-tailers have more disadvan-
tages when interacting with customers than
when transacting off-line. Various disadvantag-
es of transacting online have been recognized
by many researchers as the factor differentiating
off-line services from online ones, especially for
products/services requiring more detailed in-
formation (Pitta, Franzak & Fowler, 2006; Yoo et
al, 2010). Despite the identification by previous
studies of the disadvantages of online trans-
actions, these studies have not fully captured
the idea as to how e-commerce can resemble
off-line transactions. Thus, flexible features are
important to deal with the disadvantages of
online transactions. This is not to mention the
issues such as the honesty of the service pro-
vider/vendor (Grof3, 2016; vor dem Esche & Hen-
nig-Thurau, 2014; San-Martin & Lépez, 2013) — as
an important consideration for consumers to
use online transactions — or cyber crime, items
not conforming to their specifications, defective
products, counterfeit products, and undelivered
goods (Taichon & Sara, 2016; Yang, Chen & Wei,
2015; Sohn, 2014; Ferri, Grifoni & Guzzo, 2013; Ba-
nerjee & Dholakia, 2013; Buttner & Goritz, 2007).
Therefore, e-tailers need to respond to cus-
tomers’ questions and demands posted on the
website while also being responsive with regard
to improving mutual communication as a proof
that the service provider is a trusted one (Miles,
1992; BUttner & Goritz, 2007: Yoo et al., 2010).

Online interactions cover all computer- or
smartphone-mediated human interactions
(Stromer-Galley, 2000; Pantano & Priporas, 2016).
Yadav and Varadarajan (2005), Childers and oth-
ers (2001), and Yoo and others (2010) argued
that high flexibility and interactivity are useful
for customers’ better decision making, hence,
they may be used to improve relationship mar-
keting and marketing strategy. In order to ad-
dress the lack of interactive face-to-face services
in e-commerce, e-tailers increase interactivity
and flexibility by facilitating a variety of commu-
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nication features that include bulletin boards,
real-time conversation, and search engines, and
offering various types of services in addition to
delivery, such as ordering food, goods delivery,
and others. E-tailers” improved flexibility and
interactivity offers such benefits as facilitating
communication, information, image manipula-
tion, and entertainment for customers (Yoo et
al., 2010; Fiore & Kim 2007; Fiore, Kim & Lee, 2005;
Childers et al.,, 20071).

The facilitation of interactivity and flexibility
features on smart phone applications aims to
increase customers’ perceived value and, ul-
timately, satisfy and retain customers (Gao,
Waechter & Bai, 2015 Kim, Li & Kim, 2015;
Haught, Wei, Xuerui & Zhang, 2014; Yoo et al,
2010). However, there are still many customers
complaining about everything — from the user
interface to the overly complicated website to
excessive emphasis on advertising at the ex-
pense of website content (Burke, 1997; Crockett,
2000; Mitchell, 2000). These factors are symp-
toms that may be important, but the more likely
cause of complaints is a lack of clarification of
which consumers constitute target audience.
Cowles, Kiecker and Little (2002) suggested that
research of e-commerce should consider the
value consumers desire to obtain from the me-
dia usage since consumers choose and return
to those retailers that offer superior benefits set
by consumers (Woodruff, 1997). E-tailers should
design and ultimately offer the most attractive
benefits for e-customers. Despite the huge de-
velopment of e-commerce in the process of
creating value for customers through flexibility
and interactivity, little attention has been paid
to the empirical literature review. This is particu-
larly true with regard to the issues of trust, ease
provided by the e-tailer, detailed description of
product or service with more complex charac-
teristics; thus, the concept of flexibility and in-
teractivity is actually needed by both sides. In
addition, there is no theoretical certainty of how
the concept of interactivity and flexibility in the
context of online shopping affects perceived
value and satisfaction. The main objective of

the present study was to analyze the effect of
interactivity and flexibility on perceived val-
ue and satisfaction level of e-customers. This
study contributes to the literature by defining
interactivity and flexibility, utilitarian value, and
hedonic value in the online context (Chituri,
Rajagopal & Vijay, 2008; Childers et al, 2001;
Yoo et al, 2010). Additionally, the present study
fills the gap in the literature left by previous
investigators with regard to interactivity and
flexibility (Childers et al,, 2001; Yoo et al., 2010).
An efficient measurement of the level of inter-
activity and flexibility in association with user
controllability, responsibility, real-time partici-
pants and interchangeability has not received
the full attention of many researchers. A clear
understanding of flexibility and interactivity
would be useful for e-tailing researchers and
practitioners alike. E-tailers would be able to
find more efficient and effective ways to im-
prove flexibility and e-interactivity of their
website by identifying the important factors
of e-interactivity and flexibility that affect the
benefits of post-consumption emotion and
consumer satisfaction.

2. THEORETICAL
BACKGROUND
AND HYPOTHESIS
DEVELOPMENT

2.1. Interactivity

The interactive nature of the Internet and the
web offers various opportunities to improve the
efficiency of online shopping behavior by in-
creasing the availability of product information,
the possibility of a direct multi-attribute com-
parison and a reduction of search costs (Childers
et al,, 2001; Bakos, 1997; Alba et al, 1997). Inter-
activity is defined as communication between
users and computer technology regardless of
space and time, in which users can freely mod-
ify the form and content in real timer (Yoo et
al, 2010; Coyle & Thorson, 2001; Ha & James,
1998; Steuer, 1992). In general, interactivity has
three dimensions: controllability, synchronicity,
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and bi-directionality (Liu, 2003; Yoo et al,, 2010).
Zeithaml, Parasuraman and Malhotra (2002) de-
scribe interactivity as website users being capa-
ble of communicating, finding information and
transacting via the website, based on the the-
ory of cybernetics rooted in media interaction
regarding the use of information and feedback
(Stromer-Galley, 2000; Yoo et al,, 2010). Further-
more, according to Wiener (1948), interactivity
serves only as feedback in the media. Therefore,
Van Dijk (1999) and Yoo and others (2010) con-
cluded that computer media interaction has a
low level of interactivity. More specifically, in-
teractivity consists of user-machine interaction,
user-user interaction, and user-message interac-
tion (Yoo et al., 2010; Cho & Leckenby, 1997). User
interaction is based on inter-individual commu-
nication. When communication is mediated by
information technology, user-user interaction
will become more interactive (Ha & James, 1998;
Yoo et al,, 2010).

The features of a website include a bulletin
board, an e-mail link, a chat room, a search en-
gine, feedback forms, etc. (Massey & Levy, 1999,
McMillan, 1998; Yoo et al., 2010). These features
illustrate that the website has a high level of in-
teractivity. For example, a feedback form and
an e-mail boost the level of perceived synchro-
nicity as users easily search for the information
they need (Ghose & Dou, 1998). Similarly, search
engines increase user controllability, making it
easier to find relevant information (Hoffman &
Novak, 1996).

In order to measure the level of flexibility and
interactivity efficiently, many researchers pay
attention to the multi-dimensionality of interac-
tivity in relation to user controllability, responsi-
bility, real-time participants, navigation, ease of
use, convenience, sub-experience, usefulness,
and interchangeability (Yoo et al,, 2010; Childers
etal,, 2001; Rafaeli, 1988; Rice, 1984; Jensen, 1998;
Steuer, 1992). Straubhaar and LaRose (1996) de-
fine interactivity as a situation of real-time com-
munication, role interchangeability, live chat
and user controllability.

Yadav and Varadarajan (2005) and McMillan
(2005) define interactivity of e-commerce as
computer-mediated communication perceived
by each communication entity which is (a) two-
way, (b) timely, (c) mutually controlling, and (d)
responsive. Furthermore, Van Dijk (1999) added
the importance of the following three compo-
nents by arguing that the two-way communi-
cation, as well a high level of synchronicity and
controllability are needed to achieve the high-
est level of interactivity.

Thus, based on previous research, interactivity
can be divided into three elements: controllabil-
ity, synchronicity, and bi-directionality. First, con-
trollability is defined as the degree to which the
communicant manipulates the content, timing,
and sequence of communications (Park et al,
2015; Yadav & Varadarajan, 2005; Fortin & Dhola-
kia, 2005; McMillan & Hwang, 2002; Coyle & Thor-
son, 2001). Research by Gued], Hagen, Hopgood,
Tucker and Duce (1980) describes interactivity
as a style of control. In addition, Ariely (2000)
defines interactivity as the level of control. Sec-
ond, synchronicity refers to the speed of com-
munication and response that facilitates com-
munication (McMillan, 2005; Coyle & Thorson,
2007; Novak, Hoffman & Yung, 2000; Hoffman
& Novak, 1996). Third, two-way communication
means that the roles of the sender and recipient
of the message are interchangeable. Bretz (1983)
discerns bi-directionality as a two-way commu-
nication. Additionally, Pavlik (1998) suggests that
interactivity means two-way communication
between the source and the receiver or, more
broadly, multi-directional communication be-
tween a number of sources and the recipient.
The concept of bi-directionality is in accordance
with Zack (1993), who outlines the exchange of
information, mutuality and closeness. The con-
cept of equality of information is also based on
bi-directionality. Hanssen, Jankowski and Reinier
(1996) focus on the equality between the par-
ticipants and functional environment. Even if in-
teractivity involves controllability, synchronicity,
and bi-directionality, the three dimensions are
interrelated (Liu, 2003).
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2.2. Flexibility

This framework describes the attitude towards
the use of a form of online shopping by pos-
tulating three antecedents: use of new media,
ease of use of new media, and comfort of use of
new media. However, what would determine a
communicative environment for it to be consid-
ered “useful’, “easy to use”, and or “fun”? There-
fore, the concept of flexibility is important in ad-
dressing all these (Childers et al., 2001). Alba and
others (1997) state that the users of new media,
in this case consumers, conduct online transac-
tions using the latest technology. Consumers
are looking for the benefits of online shopping
compared to offline shopping. Among these
benefits are the flexibility provided by the me-
dia to access and control the nature of product
information, 24-hour media comfort, and mul-
tiple-location accessibility (Hoffman & Novak,
1996; Alba et al, 1997).

Flexibility in online transactions is provided
by navigation, comfort, and substitutability of
personal examination (Hoffman & Novak, 1996;
Hofacker, 2001; Alba et al., 1997; Rosen & How-
ard, 2000). Furthermore, Hoffman and Novak
(1996) suggest that navigation in online media
is that in which users are given the freedom
and the instructions to make applications for
real-time transactions automatically. Lynch and
Ariely (2000) found that when information on
the quality of the product is obtained easily via
navigation, consumers are less sensitive to price
and even buy more expensive products. Navi-
gation is capable of efficiently reducing the cost
of search for the product to be bought (Hoque
& Lohse, 1999). Thus, the structure of the on-
line environment can provide information on
the location of the sites offering the products
that consumers desire with an adequate and
easy-to-understand layout (Titus & Everett,
1995; Weisman, 1981; Evans, Skorpanich Garling,
Bryant & Bresolin, 1984). Thus, it is expected that
people who have a greater desire for choice of
alternative forms of navigation would perceive
the shopping process or the media ease of use
as being more profitable.

Perceived comfort is that in which users can
make real-time transaction anytime and any-
where 24 hours a day, 7 days a week (Hofacker,
20071). This flexibility provides users with com-
fort. The users perceiving online environment
as offering greater comfort are more likely to
consider the new media as both “useful” and
"easy to use” (Davis, Bagozzi & Warshaw, 1992;
Igbaria, Schiffman & Wieckowski, 1994; Childers
et al, 2001). The perceived comfort of media
facilitates the fulfillment of a shopping task
(thus making it more useful) and also makes
the shopping process (ease of use) more at-
tractive. In addition, reduced frustration can re-
duce psychological costs of shopping and will
make the experience of interactive shopping
more flexible and fun. Flexibility also provides
e-commerce users with the benefits of substi-
tutability of personal examination. The technol-
ogy in e-commerce allows users to perceive the
replacement of the ease of finding a variety of
products on the website (Peck & Childers, 2000).
Furthermore, Childers and others (2001) argue
that online shopping is perceived as being the
same as offline shopping, in which consumers
are capable of examining products carefully
(e.g., texture, hardness, temperature, color, size,
and weight).

2.3. Antecedents: utilitarian value
and hedonic value

Several studies showed that interactivity and
flexibility have an effect on trust (Yoo et al,
2010; Merrilees & Fry, 2003). In addition, interac-
tivity and flexibility can create values (Stewart &
Pavlou, 2002; Childers et al, 2001). E-commerce
on the website serves to provide a wide range
of information and promotions for products
and services that are taken into consideration
in decision-making (Yoo et al, 2010). Further-
more, according to Yoo and others (2010), the
features of a website can improve customers’
decision quality and confidence in the product.
Childers and others (2001) and Teo, Oh, Liu and
Wei (2003) argue that perceived value of the
product or service can be influenced by inter-
activity and flexibility. For example, Yoo and
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others (2010) and Kim and LaRose (2004) assert
that interactivity and flexibility can influence the
perception of price, product quality, and ease of
online use of a website as value for the custom-
er. Since interactivity and flexibility distinguish
the quality of a web for e-commerce (Wu, 2005),
it is reasonable to analyze the effects of inter-
activity and flexibility on the perceived value in
the process of e-commerce.

Teo and others (2003) argue that the attribute of
interactivity has a significant effect on perceived
value. Zeithaml (1988) and Sheth, Newman and
Gross (1991) confirm that business success re-
quires a lot of consumer values of products or
services. Value constitutes another important el-
ement in managing relationships with custom-
ers. Consumer value is a comparison of what is
received and what is expected (McDougall &
Levesque, 2000; Woodruff, 1997; Zeithaml, 1988).
Since the definition of value varies according to
its context (Babin, Darden & Griffin, 1994: Doddls,
Monroe & Grewal, 1991; Holbrook, 2005), the re-
searchers have conceptualized value as the out-
come of consumption experience.

An approach to utilitarian value alone is inad-
equate to explain consumer’s perceived value
thoroughly. Thus, the approach to examining
consumption value in the present study was
that of utilitarian and hedonic values. Utilitarian
value is defined as a comprehensive evaluation
(i.e. a decision) of the functional benefits and
sacrifice (Hirschman & Holbrook, 1982; Babin et
al., 1994; Childers et al., 2001). Utilitarian value is
relevant to the use of task-specific online shop-
ping, such as consideration, for the purchase
(considering the aspects of products, services
and prices prior to the actual purchase) (Hoff-
man & Novak, 1996). Although this concept
is the same as the active source of the extrin-
sic value of Internet shopping as identified by
Mathwick, Malhotra and Rigdon (2001), the re-
searchers of the present study believed in the
importance of further differentiating utilitarian
value as something unique and different from
hedonic value.

Utilitarian value incorporates more cognitive
aspects of attitudes, such as economic value
for money (Zeithaml, 1988) and the value judg-
ment of convenience and time saving (Jarven-
paa & Todd, 1997; Teo et al., 2003). For example, a
shopper can shop online because of the ease of
finding and comparing vendors, evaluating the
price/quality ratio, and saving time and psycho-
logical resources (Grewal, Gopalkridhman, Krish-
nan & Sharma, 2003; Mathwick et al,, 2001). He-
donic value is defined as a comprehensive eval-
uation (i.e. decision) of experiential benefits and
sacrifice, such as entertainment and escapism.

Consumers often shop for the sake of appreci-
ation for the experience, not only to complete
the task (Babin et al, 1994). Various dimensions
of hedonic value have been widely investigated
in the literature of in-store shopping (see Babin &
Attaway, 2000; Darden & Reynolds, 1971; Overby
& Lee, 2006; Yoo et al,, 2010) and were recognized
asan essential element of online shopping (Burke,
1999; Hoffman & Novak, 1996). Interactivity and
flexibility are also key aspects affecting consum-
ers' utilitarian value (Yoo et al, 2010). According to
Novak and others (2000) and Childers and others
(2001), consumers evaluate e-commerce web-
sites negatively when they experience long-wait-
ing times, or find the website to be complicated
and lacking flexibility. Consumers were also found
to require frequent website updating to provide
them with the latest information and to improve
the positivity of their experience (Geissler, 2001).
Lastly, improved bi-directionality was found to
increase perceived quality (Berthon et al, 1996).
Based on the literature, the following hypotheses
are proposed:

Hypothesis 1a: Flexibility of e-commerce web-
sites will have a significant effect
on perceived utilitarian value.

Hypothesis 1b: Interactivity of e-commerce web-
sites will have a significant effect
on perceived utilitarian value.

Coyle and Thorson (2001), Liu and Shrum (2002),
and Sundar and Kim (2005) argue that interac-
tivity and flexibility have an effect on perceived
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hedonic value. As stated earlier, consumers are
eager to obtain hedonic and utilitarian values
from their shopping experience (Yoo et al,
2010). Thus, consumers expect an e-commerce
website to be fun and exciting (Parsons, 2002).
Literature indicates that interactivity increases
values by providing consumers with the flow
of experience and pleasure (Hoffman & Novak,
1996; Sicilia, Ruiz & Munuera, 2005; Chliders et al,,
2007; Yoo et al, 2010). Thus, the following two
hypotheses are proposed:

Hypothesis 2a: Flexibility of e-commerce web-
sites will have a significant effect
on perceived hedonic value.

Hypothesis 2b: Interactivity of e-commerce web-
sites will have a significant effect
on perceived hedonic value.

2.4. Satisfaction

The outcome of the post-consumption evalua-
tion is that a customer may be satisfied, dissat-
isfied, angry, or happy (Mowen & Minor, 2002).
Kotler and Kevin (2009) argue that satisfaction is
one’s feeling of delight or disappointment that
arises after comparing the perceived perfor-
mance (result) of a product against its expected
performance.

Using the expectancy disconfirmation model,
Oliver (1980) suggests that satisfaction is the
result of comparison of a customer’s pre-con-
sumption expectations of a product and the

actual performance of the product. The level of
satisfaction is influenced by the level of consum-
er value (Auh & Johnson, 2005; Ravald & Gron-
roos, 1996). Zeithaml (1988) suggests that the
perceived value the consumers receive may sat-
isfy or dissatisfy them. The effects of perceived
value on satisfaction in the context of services
have been found in empirical studies. Further-
more, McDougall and Levesque (2000) argue
that customer satisfaction in the service indus-
try is primarily affected by perceived value. Ac-
cording to Chitturi and others (2008), products
that meet the expected utilitarian value will in-
crease satisfaction. According to Yoo and others
(2010), e-commerce, in which hedonic value has
an effect on satisfaction and is supported by an
interactive relationship between the provider
and purchase, makes customers experience an
intimate relationship, leading e-commerce us-
ers to be increasingly delighted. Therefore, the
researchers of the present study seek to expand
the effects of perceived utilitarian and hedonic)
value on satisfaction in the context of e-com-
merce. Thus, the researchers propose the fol-
lowing hypotheses. The conceptual framework
describing the hypotheses is shown in Figure 1.

Hypothesis 3a: Perceived utilitarian value will
have a significant effect on sat-
isfaction with e-commerce.

Hypothesis 3b: Perceived hedonic value will
have a significant effect on sat-
isfaction with e-commerce.

FIGURE 1: Conceptual model of the proposed framework

Utilitarian

Hedonic
value

Satisfaction
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3. METHODOLOGY

3.1. Sample and data collection

The sample in the present study consisted of
consumers who had had at least one previous
experience with online shopping. Swinyard
and Smith (2003) and McKnight, Choudhury
and Kacmar (2002) argue that online shoppers
are likely to be younger, having higher levels of
education than ordinary consumers, relatively
wealthy, and experienced with the Internet. The
questionnaire was given to the website visitors
as respondents, selected by using the incidental
sampling method. The selected respondents
were asked to fill out the questionnaire relat-
ing to the e-retailer they recently shopped at.
They were subsequently asked to indicate the
extent to which each statement characterized
their thoughts and perceptions, as well as the

TABLE 1: Sample profile (N = 415)

way they interact online. The survey was carried
out over several months and resulted in 415 us-
able responses. All the items of the questionnaire
were measured on a 5-point Likert scale, ranging
from “strongly disagree” to “strongly agree”. Since
the population was limited to the customers
with at least one online shopping experience,
the first part of the questionnaire was designed
to screen those participants as respondents.
Then, participants were asked to recall the on-
line shopping experience that they could recall
clearly. To ensure that their description was clear,
they were asked to write down the product/ser-
vice purchased and the website on which they
purchased it. The profile of the sample is present-
ed in Table 1. The questionnaire consisted of the
following five parts: (1) Interactivity, (2) flexibility,
(3) consumer’s perceived (utilitarian and hedonic)
value, and (4) satisfaction.

Standard
Frequency | Percentage Mean Deviation
Age 23.58 5.51
Gender
Male 185 44.58
Female 199 47.95
No answer 31 747
Ethnic background
Chinese 218 52.53
Indigeneous 197 4747
Geographic background
Megapolitan 112 26.99
Metropolitan 138 33.25
Small City 165 39.76
Online shopping frequency
Less than once a month 109 26.27
1-4 times a month 198 47.71
More than once a week 68 16.39
Once a day 15 3.61
More than once a day 21 5.06
No answer 4 0.96
Online searching frequency
Less than once a month 76 18.32
1-4 times pa month 269 64.82
More than once a week 45 10.84
Once a day 15 3.61
More than once a day 10 241
Types purchased
Products 397 95.67
Services 18 433

Source: research results
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3.2. Measures

Measures used in the present study were adopt-
ed from several previous studies. The flexibility
scale was developed from previous researchers
(Childers et al,, 2007; Bollen & Long, 1993; Byrne,
1998; Hoffman & Novak, 1996; Lynch & Ariely,
2000; Rosen & Howard, 2000) and consisted of
nine items. The interactivity scale was also de-
veloped from previous researchers using ten

TABLE 2: Measurement scales and summary statistics

items (Liu, 2003; Yoo et al,, 2010). The scale of per-
ceived value was adopted from previously pub-
lished studies (To, Chechen & Lin, 2007; Overby
& Lee, 2006; Babin et al., 1994: Hirschman, 1986;
Maddox, 1982; Unger & Kernan, 1983; Zeithaml,
1988) and consisted of three items. The scale
measuring satisfaction containing three items
was adopted from Yoo and others (2010) and
Eroglu and Machliet (1990), see Table 2.

Item Mean | SD A
Flexibility (1 = strongly disagree to 5 = strongly agree) 0.791
| am free to browse product information in real time on this website 3615 | 1.202

The ease of product search makes it insensitive to price 3207 | 1.190

A clear map makes me feel at home browsing items 4.005 | 1458

A comfortable environment makes me feel at home browsing items for 24 hours| 3.831 | 1416

A comfortable environment increases efficient browsing 4507 | 1411

A comfortable environment reduces the pressure of frustration 3607 | 1.364

A comfortable environment reduces the psychological costs 3704 | 1.685

Online shopping feels like traditional store shopping environment 3.129 | 1.820
Shopping online enables a direct check of the desired item 4711 1 1.780
Interactivity (1 = strongly disagree to 5 = strongly agree) 0.852
| find this website has a lot of control 4359 | 1735

This website provides freedom in accordance with what | want to find 3772 | 1.881

| found interesting experience during browsing 3.004 | 1.850

This website has speed in processing my order 4236 | 1.968

This website provides information quickly 4311 | 1175

The website was very slow to respond to my request 4585 | 1.181

The website was very effective in responding to visitors'feedback 3897 | 1.194

This website provides a two-way communication facility 4825 | 1.194

The website was very slow to respond to my feedback 3.798 | 1.194

This website provides an opportunity of back comment 4.767 | 1.210
Utilitarian value (1 = strongly disagree to 5 = strongly agree) 0.734
| shop at this website only for what | need 4.587 | 1.039

| shop at the website to find what | am searching for 3528 | 1.074

| do not find what | need 5886 | 1.115

The item | ordered was delivered timely 4694 | 1.091

The item | ordered was in accordance with specification 5.803 | 1.237
Hedonic value (1 = strongly disagree to 5 = strongly agree) 0.780
Shopping at this website was very pleasant 4893 | 1.293

| can use this website to kill boredom 5841 | 1.295

| can use this website to spend my spare time 5685 | 1.299

| really enjoy the new products offered by this website 4.736 | 1300
Shopping on this website was really not exciting 4737 | 1364
Satisfaction (1 = strongly disagree to 5 = strongly agree) 0.711
Overall e-commerce shopping experience was satisfying 3.919 | 0.039
Overall e-commerce shopping experience was exciting 2968 | 0.074
Overall e-commerce shopping experience was favorable 3634 1 0.115
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3.3. Confirmatory factor analysis
(CFA)

Data were analyzed using the structural equation
modeling (SEM) with AMOS 18.0 in order to eval-
uate the fit of the model (Figure 2). SEM is suitable
for the present study because the proposed re-
lationships can be analyzed simultaneously (Hair,
Anderson, Tatham & Black, 2010). Anderson and
Gerbing (1988) and Hair and others (2010) recom-
mend the procedure with two stages of analysis:
first, we test for the adequacy of each scale con-
sisting of many items in capturing each construct
described in the previous measures. Residuals
and scales showed satisfactory unidimensionali-
ty. All items showed a significant standard load-
ing, implying a convergent validity (see Table 3).
Each construct had construct reliability above
0.70, thus showing an internal consistency or
being reliable. In addition, the average variance
extracted (AVE) ranged from 0.71 to 0.85, indicat-
ing that each construct had a good discriminant
validity or that the variance captured by the con-
struct was greater than that caused by errors in
measurement (Fornell & Larcker, 1981).

Second, the fit of the hypothesized models were
tested. The first model showed a goodness of fit
index (GOF) which was not in accordance with
that recommended (y?/df = 4.135, GFI = 0.78, AGFI
=0.75,TLI = 0.81, CFl = 0.83, RMSEA = 0.08). Thus,
a modification of the model was required (Min &
Mentzer, 2004; Hair et al,, 2010; Anderson & Gerb-
ing, 1988). Results of the second measurement
as the process of model modification showed
a reasonable fit. Given no single recommended
measure of fit for the SEM, the overall fit was esti-
mated based on various indices (Yoo et al.,, 2010).
Empirical estimates for the research model are
shown in Table 4. The value of y*/df for the model
is 2.135, which is below the generally desired cut-
off value of 3.0 (Segars & Grover, 1993). The results
showed y?/df = 2.135, GFI = 0.907, AGFI = 0.903, TLI
= 0921, CFl = 0927, RMSEA = 0.074, all of which
are in accordance with that recommended in
the fit model; thus, these results indicate that the
data fit the conceptual model of the researcher
(Hair et al,, 2010; Browne & Cudeck, 1993).

The researchers did not test for common meth-
od variance, as suggested by literature (Podsa-

TABLE 3: Correlations among constructs and square roots of AVE

Flexibility | Interactivity LAl 5 e LS Satisfaction
value value

Flexibility 0.791

Interactivity 0.241 0.852

Utilitarian value -0.021 0111 0.734

Hedonic value 0.222 0.111 0.004 0.780

Satisfaction 0.251 0.080 -0.140 0.311 0.711
TABLE 4: Model fit

Goodness of fit indices Fit guidelines Proposed model
y/df - 213.594
Probability (P) > 0.05 0.022
CMIN\DF <2 1.227
Goodness of fit index (GFI) >0.90 0.907
Adjusted goodness of fit index (AGFI) >0.90 0.903

RMSEA <0.08 0.094

TLI >0.95 0.921

CFl > 0.95 0.927

Source of data: Results of data processing using SEM
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koff, MacKenzie & Podsakoff, 2012). According to
Spector (1987), there is little evidence that method
variance is a problem which could bias the results
of a study. So, he argues, the issue of common
methods is in fact a myth. Despite the finding of
evidence of method effects, the study by former
researchers concluded that it did not significantly
affect the parameters of the structural relations
model (Williams & Anderson, 1994). In addition, as
questioned by Reio (2010), if a study should make
use of multi-method (as a solution to a single
method), then quantitative exploratory studies
within organizations, where considerable time
and costs can seriously limit researchers’ choice of
data collection methods, can be underestimated
as a valid theory-building research.

Since the present study is a behavioral one, in-
separable from the potential common method
bias / common method variance caused by the
use of single-source and self-reported measuring
instruments, the potential common method bias

FIGURE 2: Results of hypothesis testing

TABLE 5: Hypothesis test

Utilitarian
value

Hedonic
value

was reduced by not showing the research title
and variable names in the questionnaire (Kam-
meyer-Mueller, Steel & Rubenstein, 2010; Richard-
son, Simmering & Sturman, 2009; Tourangeau,
Rips & Rasinski, 2000; Doty & Glick, 1998).

3.4. Results

The conceptual model proposed in Figure 1
was tested using SEM. The path coefficients are
presented in Figure 2 and Table 5.

First, flexibility had a significant effect on utili-
tarian value, but it had an insignificant effect on
hedonic value. Thus, Hypothesis 1a was accept-
ed while Hypothesis 2a was rejected. Second,
results showed that interactivity had a signifi-
cant effect on perceived utilitarian and hedonic
value. Thus, Hypotheses 1b and 2b were accept-
ed. Finally, results also showed that utilitarian
value and hedonic value had a significant effect
on satisfaction with e-commerce. Thus, Hypoth-
eses 3a and 3b were also accepted.

0.027

Hypotheses | Paths Estimate Results
Hila Flexibility — Utilitarian value 0.044 Significant
H1b Interactivity — Utilitarian value 0.010 Significant
H2a Flexibility — Hedonic value -0.18 Not significant
H2b Interactivity — Hedonic value 0.011 Significant
H3a Utilitarian value - Satisfaction 0.031 Significant
H3b Hedonic value — Satisfaction 0.027 Significant

Note: ¥p<0.05
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4. DISCUSSION

The purpose of the present study was to analyze
the effects of flexibility and interactivity on per-
ceived utilitarian value and hedonic value, and
on satisfaction. Results of SEM testing showed
that, first, flexibility had a significant effect on
the perceived utilitarian value of e-commerce.
Second, flexibility had an insignificant effect on
the perceived hedonic value of e-commerce.
Third, interactivity had a significant effect on
the perceived utilitarian value of e-commerce.
Fourth, interactivity had a significant effect on
the perceived hedonic value of e-commerce.
Fifth, perceived utilitarian value and hedonic
value had a significant effect on satisfaction in
the context of e-commerce. Results were gener-
ally consistent with the literature. The literature
demonstrates that flexibility and interactivity
play an important role in improving consumers’
perceived value (Van den Poel & Leunis, 1999,
Bakos, 1997: Alba et al., 1997 Teo et al., 2003;
Raney, Arpan, Pashupati & Brill, 2003).

Results of the present study also support the
finding of Yoo and others (2010), Childers and
others (2001), Berthon and others (1996), Kim
and LaRose (2004), Hoffman and Novak (1996),
and Sicilia and others (2005) that flexibility and
interactivity are positively associated with utili-
tarian value but not with hedonic value, that in-
teractivity is positively related to utilitarian value
and hedonic value, and that perceived utilitari-
an and hedonic values are positively related to
e-customer satisfaction. This study contributed
to the theory in some respects. First, interactivi-
ty and flexibility benefit users of e-commerce in
accessing and controlling the nature of informa-
tion on products/services and provide 24-hour
comfort, meaning that the two variables are
the most important factors in facilitating online
transactions (Yoo et al., 2010; Childers et al., 20071;
Hoffman & Novak, 1996; Alba et al,, 1997). Sec-
ond, in the context of e-commerce, perceived
value is also considered important with regard
to the complementary utilitarian and hedonic
benefits for improving users’ satisfaction with

UDK 159.937:658.89:004.738.5:339(594)

e-commerce (Overby & Lee, 2006; To et al., 2007,
Yoo et al, 2010; Francis & White, 2004). This ap-
proach provides a clear understanding of the
aspects of flexibility and interactivity in e-com-
merce and the role of each variable in the cre-
ation of perceived value and overall satisfaction.

Results of the present study also corroborate
those of Childers and others (2001), Yoo and
others (2010), and Varadarajan and Yadav (2002),
which state that the mutual control over com-
munication is important for maintaining long-
term relationships. The present study also found
that consumers desire a two-way communi-
cation, such as that occurring in off-line trans-
actions; thus, a selection of products/services
that require more detailed information can oc-
cur. Therefore, there is an increase in variants
of products sold online, particularly those that
have not previously been sold online, for exam-
ple, the rental of buildings for various events.
The measurement model confirms the two di-
mensions of common (utilitarian and hedonic)
values in the Internet shopping environment
and, more importantly, these value dimensions
are operationalized at the level of benefits, rath-
er than the level of attributes. This could be the
reason why interactivity is less important than
flexibility in shaping perceived value, especially
hedonic value in the present study, despite the
non-unidirectional correlation of flexibility and
perceived hedonic value. This is solely due to
the fact that consumers who shop specifically
for such services as building rental, bridal make-
up, hair-cutting services and massage services
via e-commerce cannot directly examine in de-
tail the quality they desire in advance. Despite
a very attractive design of contents offered by
a website, the results could be different from
those expected. This was reflected by the pro-
file of respondents in which, of the 415 respon-
dents, only 4 % (18 participants) resort to e-com-
merce to buy services.

The five paths shown between flexibility and
interactivity and consumption value proved
significant, whereas one path was not proved
significant in the present study. However, a high
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correlation between flexibility and interactivity
showed that the variables had a direct effect on
perceived value. With regard to the effects of
consumption value and satisfaction, utilitarian
value had a stronger effect on customer satis-
faction than did hedonic value. This study also
found that consumers indeed perceived utilitari-
an and hedonic values to be important values in
their preferences for e-commerce use and future
intentions, although utilitarian value is a stronger
predictor than hedonic value. Offline consum-
ers seemed to turn to the Internet primarily for
utilitarian reasons, such as price reduction and
convenience. This finding is important since the
previous in-store studies (for example, Overby
& Lee, 2006; Yoo et al, 2010; Childers at al., 2001;
Babin & Attaway, 2000; Babin et al, 1994; Batra
& Ahtola, 1991) showed that the dimensions of
utilitarian and hedonic values played almost
the same role in increasing satisfaction. Given
these findings, Internet retailers should ensure
that they provide adequate utilitarian values to
e-customers before seeking to focus on other
aspects of website development.

Therefore, e-tailers have to allocate resources to
appropriately combining the qualities of utilitar-
ian and hedonic values proportionately (power-
fully and stylishly) in order to increase the overall
perceived value. When a company has limited
resources, the trade-off of utilitarian value and
hedonic value should be considered carefully,
such as adding features that are more attractive,
easily understood, making it easier for consumers
to select products/services, as if transacting off-
line. This may be done, for example, by adding a
live chat that allows customers to communicate
directly with retailers and increases the speed of
message delivery as a form of e-retailers’ service
to customers, ultimately leading to an increase
in trustworthiness. In the event that a company
has to concentrate on a single variable, it must
focus on and improve the most basic (utilitarian)
service as the most efficient and effective way to
improve perceived consumer value.

In order to enhance the two-way dimension
of flexibility and interactivity, e-tailers need to

add more features of two-way communication,
such as a live chat, artificial intelligent agents,
and a toll-free call center. In addition, e-tailers
should also add features to send messages
for frequently asked questions (FAQs), a virtual
space such as a blog or a virtual community
for its customers to exchange experience with
other customers. Consumers spend more time
in two-way situations than in browsing informa-
tion posted, such as FAQs, since flexibility and
interactivity add more fun and excitement to
their online shopping experience (i.e. creating
hedonic value) than one-way communication.
However, when such two-way communication
tools lead consumers to wait long to communi-
cate with the e-tailer, this will reduce flexibility
and interactivity, perceived value and satisfac-
tion. Interactivity can improve perceived utilitar-
ian value due to the speed of communication
generated; thus, e-tailers must respond quickly
to customers’ requests and inquiries, which will
ultimately increase customer satisfaction. Server
failure or delay in communication throughout
the transaction process will undermine flexi-
bility and interactivity significantly. Therefore,
each server must be well maintained, and free
of hackers’ interference.

5. THEORETICAL
AND MANAGERIAL
IMPLICATIONS

In contrast to previous studies, the present study
contributes to the existing literature by applying
flexibility to e-commerce in order to facilitate
e-customer transactions, despite the discussion
in previous studies of the importance of interac-
tivity. The findings of this study are different from
those of previous studies, explicitly indicating
that e-customers require convenience in order
to eliminate concerns about trustworthiness,
product specifications to obtain more detailed
information, and timely delivery of goods (Grof3,
2016; Childers et al,, 2001; Yoo et al, 2010; Riemer
& Klein, 2001), so consumers prefer to choose
e-tailers they trust. However, since the problems
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faced by e-customers concern convenience and
trustworthiness, the transaction processing is
sometimes regarded as a major barrier to the use
of e-commerce; thus, flexibility and interactivity
represent new findings in the literature of e-com-
merce. Results of the present study also show
the importance of flexibility and interactivity for
making a significant contribution to the creation
of perceived value and satisfaction.

In addition to the theoretical implications, sev-
eral managerial implications can be drawn from
the findings of the present study to increase
e-customers’ perceived values and satisfac-
tion via e-commerce website development. In
particular, technical improvements are highly
recommended to reduce errors in transaction
processing, increase the ease of searching items,
improve two-way communication response,
shorten the time of delivery of goods purchas-
es, and maintain e-customers’ trust; all of which
often represent the barriers to consumers’
switching from off-line to online transactions,
especially in Indonesia where, of the 88 million
Internet users, only 27 percent shop via e-com-
merce (IDC Indonesia, 2015).

6. LIMITATIONS AND FUTURE
RESEARCH

The present study did not distinguish among
the products or services purchased by online
consumers, since it only examined the effects
of flexibility and interactivity on perceived value
and satisfaction in the context of e-commerce
in general. Thus, diverse results might be ex-
pected if more information was available. For
example, information may range from general
product/service specifications to the more de-
tailed product/service characteristics, such as
those differing from those when purchasing
books to desiring to purchase services with
more complex specifications, e.g. wedding ser-
vices and jewelry, barber, masseur service, and
bridal makeup. Therefore, future research inves-
tigating e-commerce is recommended to gain
a deeper insight into the role of flexibility and

UDK 159.937:658.89:004.738.5:339(594)

interactivity with regard to perceived consump-
tion value. For example, e-retailers can add live
chats to help provide more detailed information
on product/service categories. To define the con-
cept of flexibility and interactivity more efficiently
and to comprehend the nature of the concept,
a qualitative research approach would be more
useful. Quantitative research has a drawback
in distinguishing the meaning required to un-
derstand this subject (King, 2004). Many studies
showed that using a qualitative approach can
produce rich, deep, reliable, and revealing expla-
nations (Mayall, 2000; Thaichon & Quach, 2016).

Value judgment (consumers' assessment of the
value) proved to affect preference, satisfaction,
loyalty, and other important outcomes (Cronin,
Brady & Hult, 2000). However, most past studies
examined the construct in the context of “off-line”
consumer behavior, with empirical research in
connection with “online shopping” beginning to
emerge in the marketing literature more recent-
ly. Nevertheless, there are still many unanswered
questions, including whether the dimensions of
off-line customer values identified by e-tailing lit-
erature are equally relevant in the context of on-
line shopping and, if so, the extent to which the
differences in the dimensions of these values af-
fect the preference of Internet retailers and future
shopping intentions. Future research studies are
expected to address these interesting issues.

The present study examined the effect of flexi-
bility and interactivity of e-commerce websites
on perceived consumption value by using a
sample of consumers in Indonesia. Despite the
justification in the literature for using ethnici-
ty- and region-based samples in Indonesia for
Internet-related studies, those samples may not
reflect the actual overall population of online
consumers worldwide. In addition, this study
asked the participants to recall their specific
online shopping experience. In other words,
this study did not conduct a natural experiment
with actual online consumers by using interac-
tivity features of online shopping. Thus, the re-
sults may not fully reflect what is actually expe-
rienced by consumers while shopping online.
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