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Abstract Previous studies have stressed the functionality and usability of group
buying systems, although few studies have focused on social and psychological
factors and the business perspective of online group buying. We believe that factors
related to consumer psychology, relation exchange, and institutional mechanisms
have not been fully explored by previous studies. These psychological and consumer
behaviors are crucial for marketers seeking to increase sales rates. The phenomena
are worthy of attention, given the potentially significant market gains offered by this
novel business model. This study focuses on the application of social rewards in the
group buying context and identifies the issue in the context of online group buying
by incorporating factors such as reciprocity, reputation, trust, satisfaction, and per-
ceived effectiveness of e-commerce institutional mechanisms (PEEIM). These fac-
tors are identified as critical factors affecting both online and physical shopping.
With an online survey, we perform PLS analysis and the results suggest that PEEIM
has significant effect towards online group buying intention. The results also suggest
that SET factors contribute substantial impact to customer’s online group buying
intention. Theoretical and managerial implications were discussed.
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1 Introduction

Online group buying has become popular with the emergence of U.S.-based sites
such as Groupon, launched in 2008. The term group shopping refers to social or
collective buying where items can be purchased at significantly reduced prices
when enough buyers participate in the purchase. The transaction proceeds only
when the required number of buyers is reached. Significant savings can be made by
purchasing more products together to reduce the price [1]. This popular trend in
online shopping experienced significant growth during 2010 and 2011. In the
United States and Europe, online group buying is highly popular and successful,
and is based on a simple but powerful concept: consumers enjoy receiving sig-
nificant discounts on premium products, although merchants are only willing to
provide these discounts if they can sell high quantities [2]. A CNN report in 2010
indicated that this concept has motivated a new category of “group buying” web-
sites, at least one of which may be valued at more than US$1 billion. In Canada,
local merchants offer their services at a discount of between 30 and 90 %. Online
group buying websites are also experiencing rapid growth in Asia [3]. In China,
more than 1,215 group buying sites have been launched and the total transaction
value of the Groupon-type market is projected to reach RMB $980 million (US
$147.6 million) [4]. Group buying is the fastest growing e-commerce activity
(21.2 %) in 2012–2013. In first and second quarters of 2013, the number of buyers
in China increases 28 million [5].

This study attempts to understand the most crucial factors influencing consumer
continuous intention to engage in repeated online group buying. This study
addresses the questions of (1) whether reciprocity, reputation, altruism are ante-
cedents of satisfaction that influence consumer intention to engage in online group
buying; and (2) whether PEEIM is an moderating factor affecting consumer
intention to engage in online group buying. In the following sections, studies on
social rewards and PEEIM literature are reviewed and the results of previous related
work are subsequently presented.

2 Literature Review

2.1 Social Rewards

Individuals typically expect reciprocal benefits, such as personal affection, trust,
gratitude, and economic return when they act according to social norms. Therefore,
interpersonal interactions from a cost-benefit perspective are an exchange where
actors acquire benefits [6]. The social exchange model identified social rewards in
psychology [7] and organizational behavior [6, 8], by analyzing human behavior
and relationships to determine social structure complexity. With an emphasis on the
significance of norms, specifically social institutions and formal inter-organizational
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exchange behavior, the social exchange model states that people and organizations
interact to maximize their rewards and minimize their costs [9]. Related theories of
exchange continued to emerge after the advent of the social exchange model,
including exchange behaviorism [7], the exchange network theory [8], exchange
structuralism [6], and the exchange outcome matrix [10]. Previous studies have
developed several social reward factors based on the concept that exchange can
provide benefits. The significance of these factors has been ranked from high to low
as follows: reciprocity, reputation, and altruism [11]. Reciprocity, reputation, and
altruism are likely to provide perceptions of social rewards so this study attempt to
investigate whether these factor determine intention toward online group buying.

Reciprocity. Reciprocity is frequently interpreted as quid pro quo behavior [12]
and is well established in philosophical, psychological, and sociological discourse.
The concept is based on how social exchange is made through interpersonal
behavior. A stable relationship is driven by exchange [7, 13] and can be a more
generalized exchange when returns are not necessarily immediate or in kind, but
where a balance of exchange is achieved over time [7].

Reputation. Reputation refers to the degree to which a person believes that
social interaction potentially enhances personal reputation. In the majority of cases,
a knowledge owner wanting to create an image of “a wise person” is often willing
to share knowledge. The knowledge provider enriches the knowledge of the
recipient while retaining their own knowledge. Thus, the knowledge provider
obtains additional intangible assets, including a better reputation, increased personal
status, and an increased positive feeling from being a provider.

Altruism. Altruism referred to the degree to which a person is willing to increase
other people’s welfare without expecting returns. Altruism, reciprocity, reputation,
and trust have a positive effect on attitudes [14]. Social rewards that an individual
will obtain from altruistic behaviors will encourage him/her to engage in sharing
and collaborative behaviors.

2.2 The Effect of Perceived e-Commerce Institutional
Mechanisms (PEEIM)

The effects of e-commerce institutional mechanisms have been studied mainly in
the context of initial online purchase; however, a recent study found that the effects
remain strong in the online repurchase context [15]. Perceived E-Commerce
Institutional Mechanisms (PEEIM) refers to an online customer’s general percep-
tion that safeguards exist in the e-commerce environment to protect him/her from
potential risks in online transactions. Structural assurance and institutional structure
are consistently found to directly promote initial trusting belief in an online vendor
[16–18] due to trust transference [19] and cognitive consistency [20]. Trust trans-
ference happens when the perceptions of the trustee are affected by one’s percep-
tions about the security of the transaction context. Cognitive consistency occurs
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when consistent perceptions of the trustee are affected by one’s perception of
institutional mechanisms [21]. Structural assurances are also found to directly affect
initial purchase intention. Secondhand information from trustworthy third parties
helps customers to feel assured about transacting with an unknown vendor [16, 22,
23]. A recent study found that PEEIM’s effect towards intention diminishes when
trust is high in web-mobile [21].

2.3 Satisfaction, Creativity, Trust, and Purchase Intention

In IS, satisfaction is conceptualized as end user satisfaction with systems and a
crucial criterion for IS success. Satisfaction is noted in many IS studies as the
response of end-users toward system attributes and service quality [24–26].
Satisfaction and attitudes are both affective measures [27] that are used inter-
changeably. Trust is defined as “the willingness of a party to be vulnerable to the
actions of another party based on the expectation that the other will perform a
particular action important to the trustor, irrespective of the ability to monitor or
control that other party” [28]. Trust has been widely studied across various academic
domains. It has been conceptualized as a belief in an e-seller that results in behav-
ioral intentions [29–31] and has been viewed as a set of specific beliefs primarily
associated with benevolence, competence, and integrity of the other party [29, 30,
32, 33]. Creativity is derived from the Latin word creatus. Webster’s dictionary
defines creativity as “given the existence” and “out of nothing” and “originality.”
Creative products often characterize novelty and appropriateness; otherwise, they
are general products. Product creativity is defined as the concept of novel ideas and a
novel product with competitive advantage [25, 34–36]. Intention is defined as the
degree of customer perception that a particular online group buying behavior will be
performed. This study applies the theory of reasoned action (TRA), which asserts
that beliefs influence attitudes that subsequently influence intentions [37].

3 Research Questions

To test the explaining power of our research model, we ask the following research
question:

How well does an integrated social rewards and PEEIM model explain the
repurchase intention of the online group buying (OGB) users?

Alone with the research question, we derive hypotheses from related work:

• H1: Consumer reciprocity is positively associated with consumer satisfaction
with vendors that provide OGB services.

• H2: Consumer reputation is positively associated with consumer satisfaction
with OGB.
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• H3: Consumer altruism is positively associated with consumer satisfaction with
OGB.

• H4: Consumer trust is positively associated with consumer satisfaction with
vendors that provide OGB services.

• H5: Consumer trust is positively associated with consumer intention to engage
in OGB.

• H6: Vendor creativity is positively associated with consumer intention to engage
in OGB.

• H7: Perceived effectiveness of institutional mechanisms (PEEIM) negatively
moderates the relationship between trust in an online vendor and repurchase
intention.

• H8: Perceived effectiveness of institutional mechanisms (PEEIM) positively
moderates the relationship between customer satisfaction and trust in the vendor.

4 Method

Asurvey designwas used for data collection. The studywas performed in Fall, 2015 in
a major Taiwan university. Students who enrolled in a 400 level IT course and grad
students participated the online survey. They receive extra credits for participation.
A total of 70 subjects were recruited for our study. The questionnaire developed
through pre-validated measures and was further developed via a pretest. The English
version of questionnaire was translated into Chinese and then back translated into
English. The Chinese version of questionnaire was tested with 35 undergrad students
and 24 graduate students. They were asked to read along the questions and then note
down the sentences/phrases which they do not understand. The questionnaire items
were reworded based on the results of the pretest. An online version of the survey was
then developed by using the Google doc. An email message with the URL of survey
was sent to subjects and the data were collected in a week.

5 Results and Discussion

A partial least squares (PLS) analysis using PLS Graph (Version 3.0) was con-
ducted to examine the reliability and validity of the measures. In first study, the
loading pattern was highly consistent, with most loadings above 0.70. In second
study, all loadings were above 0.70. Figure 1 show the regression coefficients and
variance explained. In the research model, satisfaction is postulated to have effect
on trust which in turn predicts repurchase intention to online group buying. The
Moderating role of PEEIM is significant.
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6 Conclusion

The primary intellectual merit of the study rests on developing and testing a
research model which advance the knowledge of online group buying behaviors.
Testing the model with a variety of samples simulating a real-world situation where
the Internet-based information service is being adopted will help us to pursue the
goal of bring new theoretical perspective from social theories to IS. As we pursue
this goal, we demonstrate that this study have significant broader impacts. First, the
theoretical model under investigation benefit practitioners in continuously devel-
oping functionalities that provide the most meaningful impacts towards the online
group buying. Secondly, the study can serve as a critical starting point for future
scientific investigation of technologies in customer context as the electronic com-
merce revolution continues to grow.
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