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1. Introduction 

1.1 Research Background and Motivations 

The emergence of the Internet has gradually changed people’s lifestyles. For example, 

there are more and more people using the internet as their primary tool to obtain information 

about products and services, and even engage in online purchasing activities. Among these 

tools, internet auctions have grown extremely quickly. Their impact on the way consumers 

purchase goods is striking. For many people, online auctions have become a hobby or an 

enjoyable pastime, while for numerous others they have become an integral part of their daily 

routine. In America, one-third of Americans complete at least one retail transaction online 

each year (U.S. Department of Commerce News, 2005). The situation in Taiwan is quite 

similar. The Executive Yuan released data on December 2007, indicating that 49.6% of 

internet users have online shopping experiences.  This means half of Taiwan’s internet users 

have purchased goods online. Furthermore, according to a recent statistic released in October 

2008 by Insight Xplorer -- an organization which investigates Internet use in Taiwan – 70% of 

internet users have engaged in online auction transactions within the latest three months. 

Furthermore, 63% of interviewees have purchased products on the auction sites and 27.6% 

have sold products online. Youth dominate online auction users. The 15 to 39 year old age 

group makes up the 73.6% of the online shopping population. Other socio-economic factors 

like occupation – students (31.9%) and office workers (24.6%) – correlate with auction usage. 

To sum up, the above information suggests that online shopping has become a strong trend in 

Taiwan, especially among younger internet users. Therefore, consumers’ online purchasing 

behavior has become an area worth further exploration. We must ask ourselves why online 
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shopping is so appealing? Livingston (2005) has suggested up two main reasons for the 

success of online actions: One is that people need a place to buy and sell directly on the 

Internet, and the second is the principle of peer-review and community enforceability.  

There have previously been several research works on the power of community 

enforcement on online purchasing decisions. Scholars such as Gelb (2002), Dellarcocas (2003) 

and Sun (2006) have all contributed to the debate. Among these works, word-of-mouth 

(WOM) communication is one of the main methods used to analyze online shopping behavior. 

WOM is commonly defined as informal communication about the characteristics of a 

business or a product which occurs between consumers (Christiansen, 2000). Generally 

speaking, WOM is for people to share interests and ideas within communities. It has long 

been an important source of information influencing consumers’ attitude and behavior. WOM 

tends to be regarded as the most credible, objective, and influential means for sharing 

information and building trust. When this kind of communication happens among impartial 

buyers, it is unlikely to be biased or profit driven. In the online world, there are several tools 

for online WOM communication. These include chat rooms, bulletin boards, instant 

messenging and e-mail. According to Rietjens, B. (2006), online auction feedback can also be 

considered an online WOM tool. Compared with other online WOM tools, auction feedback 

systems are more organized but somewhat limited. They form certain rules for the buyers and 

sellers to follow. Feedback comments are usually taken more seriously due to the operation 

mechanism of auction. Feedback mechanisms have been shown to build buyers’ trust in 

sellers. In this study, I will connect the effect of Word-of-mouth communication with the 

feedback systems in auction sites. How feedback system plays a role in affecting consumers’ 

buying decisions is an important area for both communication and marketing researchers. 
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1.2 Research Objectives 

    This research hopes to provide a clearer understanding of the effect of feedback 

comments as an element of online WOM communication. Much previous communication 

studies research about online shopping behavior and online WOM mainly focus on the 

motivations of online shoppers and the WOM effect on online chat rooms. Related research 

by scholars of marketing has mainly focused on the effect of the feedback rating points on 

purchase intention. However, there has been less study of the “comments” part of reputation 

system of auction sites as one of the WOM moderators and its effects on perceived risk and 

purchase intention. As a result, this research hopes to build a connection between the 

feedback comments and the effect of WOM communication in order to explore its influence 

on online shoppers’ buying decisions.  

    Therefore, this research aims to achieve the following objectives: 

1. Verify the influential factors of outstanding comments on consumer’s level of perceived 

risk. 

2. Verify the influential factors of abysmal comments on consumer’s level of perceived risk.  

3. Verify the relationship between buyer’s level of perceived risk and purchase intention. 

 

1.3 Research Target 

    Recent collaborative research by Harris Interactive and Teenage Research Limited, based 

on young people aged 13–24, has found that the Internet has surpassed television in overall 

time spent to become the primary medium of choice among youth. It has demonstrated that 

the majority of teenagers and young people spend 16.7 hour per week on the Internet. Also, 

according to the Information Strategy Institution in Taiwan, in 2007 79% of heavy internet 
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users are college students. Also, mentioned before, students (31.9%) and office workers 

(24.6%) are the largest groups of online shoppers. Among the students, college students will 

most likely be the target group of online shopping markets because they have more money 

than younger students and they have more free time. With this in mind, this study will select 

100 college students and graduate students from Taiwan’s National Chengchi University as 

the experimental subjects. 

    According to a survey released by Insight Xplorer in September of 2007, Yahoo! Auction 

has become the most popular online shopping website in Taiwan. Therefore, in this study, I 

choose the frame of Yahoo! Auction as my example in order to build a genuine and familiar 

virtual environment to observe online shoppers’ behavior. 

 

1.4 Research Flowchart  

Firstly, the relevant literature is collected and reviewed for the understanding of the 

relevance among e-WOM, perceived risk, feedback comments and purchase intentions. 

Secondly, the conceptual framework, the scope, and hypotheses of this study are then 

determined. The experiment is conducted in Taiwan via Internet questionnaire. After 

collecting the response questionnaires, they are analyzed and the summary of the study is 

reported. The flow chart of this study is shown in Figure1-1. 
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Figure 1-1 Research Flow Chart 
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