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ABSTRACT

E-commerceandonlineshoppinghavechangedtheretailenvironment.Atpresent,companiesrelyon
extensivecustomizationofinformationsystemsandbusinessprocessesinordertoprovideenhanced
onlinecustomerserviceexperiences.Intoday’srapidlyexpandingserviceeconomy,businessesneed
moreservicecapabilitiesinordertooutperformcompetitors.Theauthorsidentifyfourcapabilities:
innovation-based,marketing-based,collaborative,andabsorptivetoassesstherelationshipofthese
capabilitiesofonlineshoppingwebsitesinrelationtothefirm’svalueofferingtoitsonlinecustomers.
Theresultsindicatethatcapabilitiesindeedplayanimportantroleforonlineshoppingprovidersin
theareaofvaluecreationforonlineconsumers.Thissuggeststoonlineretailersthatcapabilities
haveapositiveeffectonvalueofferings;thus,itisimperativethatfirmsusemoreoftheirresources
todevelopcapabilities.
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INTROdUCTION

Inrecentyears,e-commerceempoweredbyonlinetechnologyhasbecomeanintegralpartofthe
globaleconomy.E-commerceandonlineshoppinghavechangedtheretailenvironmentwhichnow
reliesonextensivecustomizationofinformationsystemsandbusinessprocessestoprovidebetter
onlinecustomerserviceexperiences.TheU.S.CensusBureaureportedthate-commercesalestotaled
approximatelyUS$341.7billionfor2015(DeNale&Weidenhamer,2016).Asiaalsohasshown
stronggrowthinonlinespending.AccordingtoChihetal.(2015),Taiwane-commerceconsumer
expendituresexceededapproximatelyNTD36billionin2013.Previously,Huyetal.(2012)andLiet
al.(2010)foundthate-commerceadoptionisinfluencedbyfirms’technology,knowledgebuilding,
and innovationdevelopment.Through innovativeplatforms, e-commercewebsites can introduce
newproducts,delivercurrent information,andpromoteactivities thatmakethesewebsitesmore
transparent.Onlinepurchasingfunctionsnecessitatescustomers’cognitionandbehavior;specifically,
theseincludeeaseofuse,practicality,oremotionalaspectsofperceptionandpleasure(Childers,
Carr,Peck,&Carson,2001).Typically,customerswanttoknowthattheirpreferredproductscanbe
transporteddirectlytotheirhomeoroffice.Moreover,customerswhoneedhelporfeedbackwish
toreceiveservicesandcommunicationsviatheinternet.
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Effectiveshoppingwebsitesallowcustomers tobecomemore interactivebycommunicating
andcoordinatingbetweenonlineretailersandshoppers.Also,awell-designedplatformprovidesa
positiveonlineshoppingexperiencesbyallowingconsumerstoeffectivelyprocesstheirpurchases.
Users’websitesatisfactioncaninfluenceconsumersandleadtofuturerepurchasebehaviorsover
time.Researchshowsthatshoppingconvenienceisaprimarymotivationforconsumerstoadopt
onlinepurchasing (Wu,Cai,&Liu,2011).Therefore,online retailershavebeendevelopingand
designingwebsitestomaximizethespeedandeaseofshoppingfortheircustomers.However,the
perceivedconvenienceofvariousshoppingwebsitescandifferfromoneplatformtoanother,with
regardtocustomersatisfactionandbehavioralintention(Ha,2012)oronlineservicequality(Klaus,
2013).Onlinepurchasingbehaviorwasassociatedwiththefrequencyofonlinepurchasingonboth
consumers’perceivedriskandtheinternetshoppingexperience(Doolin,Dillon,Thompson,&Corner,
2005;Zeba&Ganguli,2016).Thus,asuccessfulonlineretailershouldconsideronlineconsumer
purchasingbehaviorinordertodesignandenhancecustomerserviceofitsretailwebsites.

Intoday’srapidlyexpandingserviceeconomy,businessesneedmoreservicecapabilitiestobe
able tocopewithbusinesscompetitors.Understanding thecustomer’spurchasingbehavior isan
importantcomponentofvalueofferingbetweensuppliersandcustomers.Valueofferingisdefined
asvaluecreationbyfirmsforcustomersasperceivedbythecustomers(Slater&Narver,1994).For
serviceindustries,thefirmsmusttranscendsupply-orientedconcepts,oneofwhichisproduct-oriented
logic.Theproduct-orientedlogicisaproduct-centric,value-basedexchangeoftangibleresources
(Vargo&Lusch,2008).However,firmsmustnotonlyemphasizephysicalresourcebutalsoskills
andknowledgeresourcesintheircapabilities(Ngo&O’Cass,2009).

Resourcesandcapabilitiesarefundamentalelementstocreatehighervalueforbuyers,andto
achievegreaterbenefits over competitors in themarketplace (Slater&Narver, 1994).Likewise,
resourcesandcapabilitiesareessentialtotheresource-basedview,whichappearedinthe1980sas
analternativetothetraditionalbusinessconstruct(Hall&Weiss,1967).Theresource-basedview
focusesonresourcesandcapabilitiesasmajoradvantagesleadingtoprofitabilityforfirms(Day,
1994).Thus,capabilitiescanbeconstructedthroughprocessesdevelopedbyorganizationsandthe
coordinationofpeopleandresourcestogetherwhichcanbereferredtoasoperantresource-based
capabilities(Vorhies,Harker,&Rao,1999).NgoandO’Cass(2009)categorizedoperantresource-
basedcapabilitiesintoinnovation-basedcapabilitiesandmarketing-basedcapabilities.Thispresent
studyfurther includescollaborativecapabilitiesandabsorptivecapabilities inorder toassess the
capabilitiesofonlineshoppingwebsitesandtheirimpactoncustomers’valueoffering.Ourmain
objective is to better understandhowonline retailers utilize their capabilities (innovation-based,
marketing-based,collaborative,andabsorptive)tocreatevalueofferingsforcustomers.Themajor
differencebetweenourstudyandpreviousresearchisthatotherstudieshavefocusedonInternet
shopping behaviors or intentions with secondary data or student samples (Doolin et al., 2005),
whereasourpresentstudyutilizesdataonactualonlineconsumers’shoppingaspectsofe-commerce
inTaiwan.Thus,ourresultswilllikelybenefitfutureresearchstudieswithregardtothefunctions
ofcapabilitiesandvalueofferingbyassistingwebsitevendors inothercountries improveonline
shoppingexperiences.

LITERATURE REVIEw ANd HyPOTHESES

Inthissection,wefirstdiscussthevalueofferingoffirmsasrelatedtotheircustomers.Next,the
fourcapabilitiesinvolvingtheinnovation,marketing,collaborativeandabsorptiveaspectsofonline
shoppingindicatetheoreticalsupportfromfirm’svalueofferingincludingtheconsumers’perspectives.
Figure1includesthemodelusedtotestcausalrelationshipsintheonlineshoppingindustry.
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Value Offering
Theconceptofvalueofferingrequiresaperceivedvaluecreationbyafirmforitscustomers(Slater&
Narver,1994).However,valuecreationaloneisnotsufficientforfirmstoachievefinancialsuccess.
Firmsmaybeprimarily involved increatingcustomervaluebemeansof innovating,producing,
anddeliveringproductstothemarket(Mizik&Jacobson,2003).VargoandLusch(2004)stated
thatfirmshouldplacegreaterattentiononcreatingvalueasdeterminedbycustomers.Customers
perceive thatvaluecanbeattained in fourareas: lowcost,benefit frompurchasing theproduct,
qualityoftheproduct,andvaluereceivedfromthecostpaidbyconsumers(Zeithaml,1988).Thus,
perceivedvalueistheoverallassessmentwhenconsumersbelievethecostislessthanthebenefits
obtained.Incomparisontotheimpactofvalueoffering,customersnotonlybuyproducts,theyalso
buyproducts’benefitsandservices.Moreover,customerswanttokeepintouchwiththecompanies
andobtainrapidresponse,easyaccess,andinteractivecultivation(Mittal&Sheth,2001).Therefore,
enterprises’valueofferingsarebasedonrelationshipbuildingwithcustomerswhichprovidesvalue
tocustomersandgraduallyallowsafirmtooutperformcompetitors(Ngo&O’Cass,2009).Invalue
co-creation,customersplaytheroleofco-developmentandcooperation(Prahalad&Ramaswamy,
2004).Thecustomer’sroleinco-creatingvaluecontributestoimprovedon-siteperformancethrough

Figure 1. Model to test causal relationship in online shopping industry
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theintroductionofnewprocessesandtraining(Macdonald,Wilson,Martinez,&Toossi,2011).Thus,
customerswish toco-construct thepurchasingexperienceand further implement their influence
ineverypartofthebusinessprocess.Ontheotherhand,somefirmsdonothavethecapabilities
topreventorovercomecompetitiveforces,preventingthemfromdistributingthevaluecreatedon
behalfofcustomers.Forourpresentstudy,therelationshipoffirms’valueofferingisdetermined
viafourcapabilities(Innovation-based,Marketing-based,Collaborative,andAbsorptive)asfollows.

Innovation-Based Capability and Value Offering
Innovation-basedcapabilityisdefinedasthefirm’scapabilitytodevelop,generateandimplement
newideas,products,orservicesthroughstrategicinnovativebehaviorsandprocesses(Ngo&O’Cass,
2009).Companiesprovideinnovativeproductstosatisfytargetcustomers’demands.Therefore,firms
mustengageinproductinnovationswhilecreatingbetterproductperformance,ensuringqualityand
satisfyingpersonalneeds(Porter,1983).Innovation-basedcapabilitiesenablecompaniestocontinue
tocreatevaluesuchasnewproductsandservicedevelopment(Deng,Doll,&Cao,2008).Many
empiricalstudiesofnewproductorservicedevelopmentconfirmedthatinnovativecapabilityisone
ofthemostimportantdeterminantsforafirmtogainacompetitiveedgeandhigherperformance(Li
&Calantone,1998).Firmsimplementusefulideasfromproductionoradoptioninordertocreate
innovativecapabilities;furthermore,firmscandisplayinnovationthroughadaptationofproducts
orprocessesfromexternalorganizations.Researchersfoundthatinnovationisoftengeneratedvia
multistageprocesseswithwhichmanysocialaspectsmightinterfere(Scott&Bruce,1994).The
authorsfurtherstatedthattheactualstagesincludedrecognizingtheissues,generatingideasand
providingsolutions.Itappearsthatinnovativefirmstypicallyseekcollaborationwithothersinorder
tocompletetheinnovationprocess.

Additionally,whenacustomerusesaproductinamoreinnovativemanner,ithasapositive
impactwithconsumergroups.Specially,researchshowsthatconsumers’Internetusagehasapositive
effectononlinebuyingandissignificantlylinkedwithsocio-economiccharacteristics(Wuetal.,
2011).Consumercreativityincludesanopennesstonewideasandseekingnewexperiences,which
solvesproblemswithpersonalknowledge(Choo,Sim,Lee,&Kim,2014).Onlineretailersshould
further identifyexistinggapsbetweentheirowndesired levelserviceperformanceandcustomer
expectations.Duetotheconvenienceofwebshopping,customerexpectationshaveincreasedalong
withcontinuousonlineshoppingservice innovations. Inorder toachievesteady improvementof
convenience inweb-based services, online retailers should seek frequent feedback to reveal any
differencesbetweenconsumers’perceptionsandexpectations(Jiang,Yang,&Jun,2013).

Innovation-basedcapabilityoccursatdifferentlevels,suchasindividuals,teams,andmanagement.
Itisessentialthatleadershipbeinvolvedintheinnovationprocess,whichideallyincludesparticipative
orcollaborativeapproaches.Thus,innovativecapabilityisakeydeterminantforafirmtoobtaina
competitiveadvantage(Chooetal.,2014).Assessingthevalues,needs,anddesiresofcustomers
hasbeenachallengeformanagersandscholars.Essentially, thecustomer isalwaysaco-creator
ofvaluewhoco-createsvalue ‘inuse’ (Macdonaldetal.,2011).Marketing literaturecenterson
activecustomerparticipationandfocusesoninteractions(Vargo&Lusch,2004).Asforcustomer
participation,thecreationofcustomizedallowsfirmstopursueprofitablerelationships.Inaddition,
firmsthatusecustomers’talentsoftenachieveenhancedproductivitytoattaincompetitiveadvantage
(Ngo&O’Cass,2013).Developingnewwaystostimulatecustomerstoco-createvaluewillresult
insuperiorco-creationofvalueforthecustomer.Wehypothesize:

Hypothesis 1:Innovation-basedcapabilityhasapositiveimpactonafirm’svalueofferingin
onlinepurchasing.

Marketing-Based Capability and Value Offering
Marketing-basedcapabilitiesaredefinedastheintegrativeprocessofapplyingcombinedknowledge,
skills,andresourcestomeetcompetitivedemandswhileaddingvaluetoproductsandservices(Nathet
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al.,2010).Marketingcapabilitiesareassetsthatcontributetosuperiorfirmperformance.Inaddition,
marketcapabilityhasadirectinfluenceuponfirms’returnonassets(ROA),whileperceivedfirm
performanceisalsodirectlyimpactedbymarketingcapabilities.Firmswhichtakeamoreproactive
marketorientationapproachhavebettermarketingresourceallocationandoverallcontrolthanother
firms.Thus,innovativefirmsdedicateresourcestowardmarketingactivities,therebyleadingthem
tooutperformothersbyprovidinggreatercustomervalue(Song,Benedetto,&Nason,2007).Three
corebusinessprocesses(productdevelopmentmanagement,supplychainmanagement,andcustomer
relationshipmanagement)areembeddedandintegratedwithinmarketingcapabilitywhichgenerates
valueforcustomers(Srivastava,Fahey,&Christensen,2001).Additionally,marketing-basedcapability
concerns individual ‘marketing mix’ processes, such as product development and management,
pricing,selling,communications,andchannelmanagement(Vorhiesetal.,1999).Thesecapabilities
canleadtosuperiorfirmperformancesincetheyarerare,valuable,non-substitutable,andinimitable
sourcesofadvantage(Morgan,Vorhies,&Mason,2009).Marketingcapabilitiesalsoempowerfirms
toadjusttheirstrategiestofitfast-changingmarkets.Theaccelerationofmarketchangesisdueto
theevolutionoftheInternetandshrinkingcostsofcommunication.Customerfeedbackcomesfrom
variouschannels;moreover,numerousanalytictoolshavebeendevelopedtohelpfirmstrackand
morefullyunderstandcustomerfeedback(Wang,Yan,Chen,&Xing,2010).Assuch,theabilityto
seizeopportunitiesavailablethroughtechnologywilldeterminetheroleofleadingonlineretailers
(Day,2011).

Whenafirmretainsmarketing-basedcapabilities,thecustomerwillhavegreatervalueofferings.
Theenhancementofvalueofferingsmaycomefrommarketingprogramswhichallowa firm to
communicateandpositionproductsandservicessuccessfullyagainstcompetitors(Kotabe,Srinivasan,
&Aulakh,2002).Companieswithstrongmarketingcapabilitieseffectivelygathermarketinformation
andcomprehendcustomers’voicesandhiddenwants;thus,theyareinabettersituationtoexplainwhat
typesofadvantagescustomersanticipatefromtheagreement(Ngo&O’Cass,2013).Inthissense,
marketingcapabilitiescanaidproviderstodeterminethestandardsofcustomervalueco-creation
andsupplysuitablevaluesuggestionstocustomers.Thus,weproposethat:

Hypothesis 2:Marketing-basedcapabilityhasapositiveimpactonafirms’valueofferingin
onlinepurchasing.

Collaborative Capability and Value Offering
The term “collaborative capability” refers to cross-functional and departmental integration of
decision-makingstepsinvolvingsupplierselection/evaluation,sourcingstrategy,andbuyer/customer
relationships.Furthermore,collaborativecapabilitiescanreflecttheextentofintegrationwithsuppliers
andcustomersinrelationtosupplierandcustomerdevelopmentandnewproductdevelopment(Luzzini,
Brandon-Jones, Brandon-Jones, Spina, 2015). Collaboration from sharing internal and external
informationamongparticipantsoffersapromisingstrategyforincreasingprofits.Thus,iffirmsapply
horizontalcollaboration,theyaremorelikelytominimizinglostsaleswhilemaximizingproduction
capacity(Seok&Nof,2014).Whenfirmsshiftawayfromverticalintegrationtohorizontalalliances,
theytendtomovefromstand-alonecompetitiontowardnetworkingwithrivals.Thebestproducts
maynotnecessarilybethewinner,butthebest-networkedfirmsareoftenthewinners.Therefore,the
collaborationoffirmsinvolvinginformationsharingandtrustamongsellersandcustomerscreates
greatvaluewithinthevaluechain(Srivastavaetal.,2001).Collaborativecapabilitiesallowfirmsto
buildandsustainproductivecooperationwithpartners.Moreover,collaborativecapabilityinvolves
making connections with people, choosing proper partners, exchanging ideas, and maintaining
healthyandproductiverelationshipsbypursuinginnovativeopportunitieswithotherfirms;inshort,
collaborativecompetenceallowsanysupplychainpartners(fromupstreamsupplierstodownstream
customers)tobemorewillingtoacceptnewideasandachievesuperiorrelationalawards(Zacharia,
Nix,&Lusch,2011).Additionally,anewstrategyallowsfirmstoenhancecapabilitiesbyproviding
customizedofferings.Co-creationallowsfirmstointeractwithcustomerstocreateofferingsand
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servicesviacompetitiveadvantagebyhavingbetterproductsandchannelingtheproductsthrough
distributionandservices(Zhang&Chen,2008).Hence,afirmmuststrivetomeetconsumerneeds
viacustomer-firmcollaborationandinteraction.Anotherbenefitofrelationshipbuildingandco-
creationisthatfirmscaneffectivelytargetandunderstandcustomergroups.

Collaborative capability is a mutually beneficial relationship which includes commitments,
commonresponsibilitiesandresourcesharing, inorder toachievecommonandclearobjectives.
Companiesandcustomersapplytheirknowledgeandabilities to integrateresourcesandprovide
services.Thiscreatedvalueproducesawin-winsituation, thereby resulting invalueco-creation
betweenfirmsandcustomers(Vargo&Lusch,2008).Whencustomersbecomeavalueco-creator,
itisdonethroughaprocessofcompaniestakingcustomersaspartnersinsteadofexternalelements,
resultinginasystemofvalueco-creation.Thischangeinroleiscomprisedofaseriesofco-creation
activities.However,thissystematicprocesscanturncustomers’efforts,skillsandknowledgeinto
unique competitive advantages (Zhang & Chen, 2008). In such settings, customers share their
knowledge and ideas via shopping websites which allow the online retailers to receive unique
informationviacustomer’sfeedback(Ha,2012).Accordingly,wehypothesizethat:

Hypothesis 3:Collaborativecapabilityhasapositiveimpactonafirm’svalueofferingononline
purchasing.

Absorptive Capability and Value Offering
Absorptivecapabilityisdefinedasafirm’sabilitytorecognizethevalueofnewexternalknowledge,
incorporate it, and apply it in order to achieve organizational objectives (Cohen & Levinthal,
1990).Insuchscenarios,firmsbenefitbyacquiringknowledge,byassimilatingknowledge,andby
transformingknowledge(Zhang,Zhao,Lyles,&Guo,2015)toachievebetterprocessperformance.
Firmsgatherknowledgethatrelatestothefirm’sproductsandmarkets.Itiscrucialthatbusinesses
obtainasuccessfulknowledgelearningmechanismamongvendorsandclientsintermsoflearning
betweenbothparties.Therefore,theknowledgetransformingshouldbeaproactive,deliberativeand
interactiveexperiencebasedonsupportfromtheconsumers(Deng&Mao,2012).Subsequently,the
knowledgespreadsthroughoutthefirm,anditisappliedinvariousways.Thisresultsinthefirm’s
abilitytocreateproductsandmarketsandmaneuverstrategically(Lane,Koka,&Pathak,2006).
Furthermore, absorptive capability enhances the speed, frequency, and magnitude of innovation
andenhanceslearningwithinanorganization(Dengetal.,2008).Whenfirmsinvestinabsorptive
capability,theyoftengainacompetitiveadvantagewhichtypicallyleadstosuccesswithcustomers
(Roberts,Galluch,Dinger,&Grover,2012).

Absorptivecapabilitybenefitsfirmswithregardtoobtainingknowledge,integratingknowledge,
and transformingknowledge inorder toreachsuperiorprocessperformance.Hence,whenfirms
havehigherabsorptivecapability,itisexpectedthatreducedcostsandincreasedproductivitywillbe
achieved(Cohen&Levinthal,1990).Whenfirmsimplementknowledge,theycantargetcustomers
andusetheirinformationtocreatebetterandmoredistinctapproaches.Thefirmsdeveloptheability
tocommunicatewithcustomersandmeetcustomers’desiresandpersonalpreferences(Zhang&
Chen,2008).Additionally,theinteractionofknowledgeandexperiencewithcustomersisrelevant
to informationprocessing.Akeyfactor thatprovides thebasis forcustomer’sevaluationofnew
andincominginformationispriorknowledgeofproductsandservices,therebyensuringeffective
searchesandevaluatingonlineinformationviawebsites(Rose,Hair,&Clark,2011).Kostopoulos
etal.(2010)statethatabsorptivecapabilitiescontributedirectlyandindirectlytovalueofferings.
Weproposethefollowinghypothesis:

Hypothesis 4:Absorptivecapabilityhasapositiveimpactonafirms’valueofferingofonline
purchasing.
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METHOdOLOGy

data Collection
Forthispresentstudy,weappliedpriorresearchsurveyitemsandexaminedtheeffectsofinnovation-
based capability (Ngo & O’Cass, 2009), marketing-based capability (Ngo & O’Cass, 2009),
collaborativecapability(Vargo&Lusch,2008),andabsorptivecapability(Dengetal.,2008)onvalue
offering(Ngo&O’Cass,2009).Thequestionnairesrequestedtheopinionsofonlinecustomersas
towhethertheonlineretailerspossessthenecessarycapabilitiestoprovidevaluetotheircustomer
base. An anonymous, online-survey administered through Facebook social media platform was
usedtodistributeoursurveyquestionnairesinTaiwan.Thesurveyparticipantswerefamiliarwith
socialmediaandhadpreviousexperiencewithonlinepurchasing.Forthispresentstudy,atwo-part
questionnairewasimplemented.Participantsprovidedpersonalinformationinthefirstpartofthe
survey.PleaseseeTable1forsurveyrespondentcharacteristics.Thedescriptivestatisticsrevealed
that55.87%oftheparticipantsweremaleand44.13%werefemale.Thelargestgroupofrespondents
(47.89%)werebetween26 to35years of age.Regardingparticipants’ education status, 12.21%
hadonlycompletedhighschool,while76.53%heldbachelordegrees,and11.27%hadobtaineda
graduatedegree.Theanalysisalsoindicatedthat18.31%ofparticipantswerestudents,17.84%were
employedintheservicesector,16.43%workedinmanufacturingareas,and14.08%wereinfinance
&banking.Asforpurchasingpower,42.72%oftherespondentsmakemajoronlinepurchases1to5
timesperyear;thenextlargestgroupofrespondents(34.27%)indicatedthattheymademajoronline
purchasesbetween6and10timesperyear.Thesecondpartofthesurveyassessedtheparticipants’
onlinepurchasingexperiencewithquestionspertainingtoinnovation-basedcapability,marketing-
basedcapability,collaborativecapability,absorptivecapability,andvalueofferingcomprisingatotal
of30items.PleaseseeTable2forconstructoperationaldefinitions.Inthesecondpartofthesurvey,
itemswerebasedonafive-pointLikert-scalewithchoicesrangingfrom1(Stronglydisagree)to5
(Stronglyagree).Atotalof235responseswerereceived,including22surveyswhichwereinvalid.
Thus,theanalysisisbasedonthe213validresponses.

Validity Measurements
Reliability was tested by conducting Cronbach’s coefficient alpha for the five scale constructs.
TheCronbach’salphaforInnovation-basedCapability,Marketing-basedCapability,Collaborative
Capability,AbsorptiveCapability,andValueOfferingare0.602,0.665,0.783,0.639,and0.880,
respectively.However,thegeneralguidelineforCronbach’salphaisoftendefinedasatleast0.6in
thelowerlimitforreliability(Flynn,Sakakibara,Schroeder,Bates,&Flynn,1990).Ourpresentfive
constructsconformtothegeneralguidelineofatleast0.6forreliabilitycriteria.Factoranalysisis
conductedtoreduceitemresponsestoaparticularscoreforeachoffiveconstructdimensionswitha
totalof19items.Principlecomponentanalysisisappliedtosummarizetheoriginalinformationinto
arangeofscores.CarminesandZeller(1979)providedguidelinesforscalemeasurementinprincipal
componentanalysis,whichshouldbeatleast40%toexplainthevarianceproportionofeachitem.
Asforourdata,thefactorloadingsforeachitemwithineachconstructrangedfrom0.892to0.620,
therebyprovidingadditionalevidenceofscalereliability.PleaseseeTable2foritemloadingvalues.
Theconvergentvaliditywastestedbyassessinghowwelltheitemsloadontheirrespectivelatent
variables.Averagevarianceextracted(AVE)wasappliedtoevaluatetheamountofvarianceineach
constructinrelationtotheamountofvarianceduetomeasurementerror.AllAVEvaluesranged
between0.610and0.545(atconstructlevel)whichisgreaterthan0.5.Thisensuresconvergentvalidity
attheindicatorandconstructlevels.ThesquarerootofeachAVEisexaminedforthediscriminant
validityandshouldbegreaterthan0.6andexceedtherelatedinter-constructcorrelationsforreflective
constructs.AllthesquarerootsofAVEaregreaterthantherelatedinter-constructcorrelations.Please
seeTable3forValidityDescription.
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RESULTS

Inthissection,weprovidetheresultsofthemeasurementmodelfollowedbythestructuralmodel.The
rootmeansquareerrorofapproximation(RMSEA),chi-square,comparativefitindex(CFI),normed
fitindex(NFI),goodnessoffitindex(GFI),andincrementalfitindex(IFI)forbothmeasurement
andstructuralmodelsareincluded.Also,ananalysisofthehypothesesisprovided.

Results for the Measurement Model
Forthispresentstudy,themeasurementmodelincludedfiveconstructs:Innovation-basedCapability,
Marketing-basedCapability,CollaborativeCapability,AbsorptiveCapability,andValueOffering.
TheValueOfferingconsistedoftwocombinationconstructs(RelationshipBuildingandCo-creation
Value)asasecondorderconstruct.Theestimatedmodel fitvalueswerealsoassessed.Theroot
meansquareerrorofapproximation(RMSEA)isameasureofmodelfitthatisnotdependenton

Table 1. Respondent characteristics

Demographic Sub-category Number of Responses Percentage of Responses

Gender
Male 94 44.13%

Female 119 55.87%

Age

Below19 9 4.23%

19–25 48 22.54%

26–35 102 47.89%

36–45 40 18.78%

Above45 14 6.57%

Education

HighSchool 26 12.21%

Undergraduate 163 76.53%

Graduateandhigher 24 11.27%

Job

Student 39 18.31%

Computerrelated 10 4.69%

Manufacturing 35 16.43%

Finance&Banking 30 14.08%

Publiccommunication 3 1.41%

Service 38 17.84%

Government 16 7.51%

Education 5 2.35%

Administration 17 7.98%

Retired 4 1.88%

Others 16 7.51%

OnlinePurchasing/peryear

1–5 91 42.72%

6–10 73 34.27%

11–15 30 14.08%

16–20 12 5.63%

21andmore 7 3.29%
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Table 2. Construct operational definitions

Innovation-based Capability: (AVE=0.545 / CR=0.780 /a=0.602) 
Source: Ngo & O’Cass (2009)

Item 
Loading

    Utilizetechnicalinnovations(e.g.Facebooksharingfunction). 0.846

    Utilizeproductionprocessinnovations(e.g.Nextdaydelivery). 0.766

    Incorporatecustomers’needsintoproducts(e.g.Listentocustomers’requests). 0.620

Marketing-based Capability:(AVE=0.573/CR=0.799/a=0.665)
Source:Ngo&O’Cass(2009)

    Satisfyconsumers’desires. 0.846

    Utilizemarketingimplementationactivities(e.g.Facebookgroups). 0.795

    Providequalityproductsandservices. 0.677

Collaborative Capability:(AVE=0.610/CR=0.879/a=0.738)
Source:Vargo&Lusch(2008)

    Ibelievethatothercustomersarewillingtoprovidefeedbackfortheironlineshoppingexperiencesto
theshoppingwebsites. 0.892

    Iamwillingtoprovidefeedbackaboutmyonlineshoppingexperiencetotheshoppingwebsites. 0.891

    Iamwillingtosharemyopinionstotheonlineshoppingwebsites. 0.735

Absorptive Capability:(AVE=0.557/CR=0.786/a=0.639)
Source:Dengetal.(2008)

    Ihavegeneralknowledgeofhowtouseonlineshoppingwebsites. 0.814

    Ihaveexperienceusingonlineshoppingwebsites. 0.762

    Ihaveatheoreticalunderstandingoftheprocessofusingonlineshoppingwebsites. 0.708

Value Offering:(AVE=0.584/CR=0.907/a=0.880)
Source:Ngo&O’Cass(2009)

  RelationshipBuilding:Onlineshoppingwebsites

    Deliverproductsand/orservicesthatincludeinnovativeperformancefeatures. 0.884

    Deliverproductsand/orservicesthatareexactlywhatcustomerswant. 0.842

    Haveacontinuingrelationshipwithcustomers. 0.833

    Deliveraddedvalueinordertomaintaincustomers(e.g.Statusrecognition/membership). 0.677

  Co-creationValue:Onlineshoppingwebsites

    Interactwithcustomerstocreateofferingsthatmeettheirneeds. 0.877

    Interactwithcustomerstoservethembetter. 0.857

    Provideproductsandservicesthatmeetcustomers’needs. 0.765

Table 3. Validity description

Alpha AVE IBC MBC COC ABC Value

Innovation-BasedCap.(IBC) 0.602 0.545 0.738

Marketing-BasedCap.(MBC) 0.665 0.573 0.560 0.757

CollaborativeCap.(COC) 0.738 0.610 0.391 0.465 0.781

AbsorptiveCap.(ABC) 0.639 0.557 0.394 0.513 0.302 0.746

ValueOffering(Value) 0.880 0.584 0.283 0.263 0.358 0.299 0.764
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samplesize(Hair,Anderson,Tathanm,&Black,1998)withavalueof0.060(between0.05and0.1),
therebyrepresentingareasonablemodelfitinthisstudy(Browne&Mels,1994).Thechi-square
of242.57dividedby138degreesoffreedomproducesanormedchi-squarevalueof1.76which
indicatesthatthemodeladequatelyrepresentsthedata.Thecomparativefitindex(CFI),normed
fitindex(NFI),goodnessoffitindex(GFI),andincrementalfitindex(IFI)are0.931,0.857,0.891,
and0.933,respectively.

Results of the Structural Model
In this present study, structural equation modeling analysis is implemented to test the specified
causalmodelinFigure1:Causalrelationshipsintheonlineshoppingindustry.Theinputsforthe
structuralequationmodelestimateswerebasedonthescoresoffivedimensions(Innovation-based
capability,Marketing-basedcapability,Collaborativecapability,AbsorptivecapabilityandValue
Offering)withinthetwoconstructsof“RelationshipBuilding”and“Co-creationValue”combined
asasecondorderconstructof“ValueOffering”withatotaloffourdimensions.Thechi-squaretest
foroverallmodelfitwithfourdimensionshasavalueof439.04(p<0.01).Thenormedchi-square
statisticof3.05indicatesthemodelisnotoverestimatedandisareasonablemodel.Also,RMSEA
(0.098)specifiesthatthisisareasonablemodelfit.Additionally,thecomparativefitindex(CFI)
of0.806, thenormedfit index(NFI)of0.741, thegoodnessoffit index(GFI)of0.807,andthe
incrementalfitindex(IFI)of0.810arereasonableoutputs.Theresearchhypothesesareempirically
supportedforthreeoutoffourcausalrelationships.Table4:Pathestimatesforoverallstructuralmodel
showstheresultsofmodelestimation,includingpathestimates,standarderror,andt-testsforthe
pathsignificance.Hypothesis1showsthepositivecausalinfluenceofInnovation-basedCapability
onValueOfferingwithpathestimatesof(γ11=0.396,p<.0.05).Hypothesis2,however,doesnot
indicateasignificant relationshipbetweenMarketing-basedCapabilityonValueoffering(γ21=
−0.147,p>0.10).Hypothesis3showsapositiverelationshipbetweenCollaborativeCapabilityand
ValueOffering(γ31=0.250,p<0.01).Finally,hypothesis4demonstratesapositivecausallink
betweenAbsorptiveCapabilityandValueOffering(γ41=0.282,p<0.01).

CONCLUSION

ThisstudyutilizedFacebookasthekeysurveyinstrumenttocollectcustomers’responsesregarding
their perceptions of their experience with online retailers. The results support three of the four
proposedhypotheses,withtheexceptionofmarketing-basedcapabilitytovalueoffering.Fromthe
onlineshoppingview,technologicalabilitymightnotbethekeyelementforafirm’ssuccess.Hence,
theabilitytoofferenhancedmarketingactivitiesthroughimplementationofthetechnologytosatisfy
customers’ requirement is essential. As such, firms should provide technical and non-technical
innovationstoestablishvalueofferingandco-createamorepersonalexperienceforthecustomers.

Table 4. Path estimates for overall structural model

Hypotheses Path Point estimate Standard 
error t-Value

H1 Innovation-basedCap.→ValueOffering 0.396 .196 2.020*

H2 Marketing-basedCap.→ValueOffering -0.147 .098 -1.50

H3 CollaborativeCap.→ValueOffering 0.250 .068 3.677**

H4 AbsorptiveCap.→ValueOffering 0.282 .099 2.849**

** path significant at p < 0.01; * p < 0.05
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Innovationcapabilitiescanbeengagedinthetechnologicalareatogeneratesuperiorproductsand
buildnewsolutions tomeet theever-changingneedsof consumers.Hence,value is createdand
offeredthroughproduct/processinnovations(Mizik&Jacobson,2003).Likewise,successfulfirms
oftenutilizeprocessinnovationontheirwebsitesasawayofincorporatingcustomer’srequirement
intoproducts.Clearly, innovationcapabilitiesplayan important role invaluecreation.However,
themarketing-basedcapabilitiesdidnotshowasignificantrelationshipwithvalueofferinginthis
presentstudy.Thisnon-significantrelationshipbetweenmarketing-basedcapabilityandvalueoffering
mayrevealthatonlineshoppingwebsitesshouldfindwaystomoreeffectivelymeetthecustomers’
requirements.Suchmarketing-basedcapabilitiesallowonlineshoppingproviderstoperformbetterin
communicationandofferproductsandserviceswhichenablethemtobesuperiorovertheircompetitors
whileencouragingthesefirmstoimprovevalueofferingfortheircustomers(Day,1994).Moreover,
collaborativecapabilityhasapositiverelationshipwithvalueoffering.Whenafirmcollaboratesand
interactswithitscustomers,itcanidentifytheneededareasofimprovementandfulfillthedemands
ofthecustomers,whichwillpreventspendingexcessivetimeandresourcesthatmaynotaddvalue
forcustomers(Zhang&Chen,2008).Ideally,onlineconsumerswillhavetheopportunitiestooffer
theiropinionsandfeedbackregardingtheironlineshoppingexperiences.Thus,customerservicecan
betestedandevaluatedintheprocessofproductdevelopment,asitisassociatedwithsuccessful
outcomes(Seok&Nof,2014).Also,absorptivecapabilityissignificantlyrelatedtovalueoffering
andafirm’slong-termsurvivalandsuccess.Moreover,absorptivecapabilityisthefirm’sability
togathervaluableknowledgefromtheoutside,assimilatethatacquiredknowledge,andapplythat
knowledge through innovationandcompetitiveactions (Cohen&Levinthal1990).Whenonline
shoppingprovidersobtainknowledgefromdifferentareasofstudy,firmsgaintheabilitytovaluethat
knowledgeandunderstandhowthoseareasrelatetoitsproductsandservices(Robertsetal.,2012).
Consequently,onlineconsumerscanreceivesuperiorproductsandservicesfromonlineretailers.

Ourfindingshaveseveralapplicationsformanagerialpracticewhichshouldbebeneficialto
onlineretailpractitioners.Specifically,consumersmayobtainawiderrangeofoptionsinselecting
productsandservicesfromsimilaronlineretailers.Thus,onlineretailersmustofferahighlevelof
onlineshoppingconvenienceandexperienceasawayofbuildingcustomerloyalty(Khasawneh,
Bsoul,Obeidat,&AlAzzam,2010).Thefindingsofthispresentstudyofferanimportantviewpoint
foronlineretailerstomorefullyunderstandtherelatedcapabilitiesthatonlineconsumersvaluemost.
Moreover,ourfindingsindicatetheareasofcapabilitiesinwhichonlineretailersshouldimproveand
attaineffectivesolutions.Capabilitieshaveapositiveeffectonvalueofferings;thus,firmsshoulduse
moreoftheirresourcestodevelopcapabilities.Managersunderstandwhatconstitutesvalueandhow
toassessitbyknowingthatvalueofferingincludesattributeperformance,pricingvalue,relationship
building,andco-creationvalue.Itisoftentime-consumingtosearchforanappropriateproductona
website.Therefore,auser-friendlywebsitedesignisessentialforcustomerstonavigateefficiently.
Greaterconvenienceinsearchingandpurchasingasperceivedbycustomersleadstogreaterlikelihood
forrepurchasing,aswellasrecommendationsbycustomerstoothers.Theaboveattributescomprise
innovation-basedandabsorptivecapabilitieswhichonlineretailerscanofferinprovidingvalueto
consumers.Additionally,onlineretailersshouldrequesttheircustomers’opinionsregardingproducts
andservicesoffered.Agreatercollaborativerelationshipbetweenfirmsandcustomersshouldbe
establishedtosustaintheonlineretailer’squality.Likewise,effectiveonlineretailerscanutilizetheir
marketingcapabilitiestoreachouttomorecustomersandprovideenhancedservicestotheironline
shoppers.Notably,manyorganizationshaveinvestedheavilyintheirinformationtechnologyinorder
toimprove,integrate,andcoordinatetheirinformationprocessesbyrespondingtoenvironmental
changesandimprovingonlineagility.

Asforlimitationsofthispresentstudy,wefocusedononlineshoppingwebsitesassociatedwith
thefirms’capabilitiesandvalueofferingtotheircustomers.Specifically,ourfocusinvolvedonline
shopping websites utilizing Facebook to reach their customers. Therefore, future studies should
consider other social media platforms, such as Twitter, Google+, and LinkedIn. Additionally, a
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traditionalChinesebusinessrelationshipismainlyassociatedwithinterpersonalrelationshipsbased
ontheguanxiconcept.Observersoftheonlinemarketplacesmightviewtheguanxiasimpersonal
betweenvendorsandcustomers;however,guanxi isstillpresent inonlinemarketsettings,but it
occursinnewforms(Wang,Hong,Archer,&Wang,2011).Therefore,futurestudiesmightfurther
investigatethisguanxiphenomenonbetweenonlineshoppers’behaviorsinvariouscountries.

Insum,ourfindingssuggestthatthecapabilitiesofonlineshoppingprovidershaveapositive
effectonvalueofferings;thus,itisimperativethatfirmsusemoreoftheirresourcesandcapabilities
todevelopsuperiorservicesfortheironlineconsumers.
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