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The electronic retail industry is enormous, covering a great assortment of products and services. There has been an 

explosion in the number of retail websites since 1995, e-retail offering shares a few common elements specifically a 

product search facility (often augmented by a product evaluation facility), an on-line purchase function and a product 

delivery capability. This paper is an empirical outcome to understand the determinants of e retailing. The paper addresses 

the adoption, application and impact of internet technologies, used by retailers, for the promotion and sale of merchandise. 

Binomial Logit Regression is used to investigate the impact of attitudinal, demographic, technical and infrastructural 
determinants of the customer’s propensity to purchase online. 
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1. Introduction 
The business of business is business. This has been the premise upon which the business world has been operating in the 

struggle toward market domination and profitability. Retailing is a prominent form of business, which is growing at a pace 
higher than any other forms of business segments and it‟s constantly being reinvented with the advent of new technologies. 

All the business forms began as a simple concept and grew to various proportions through popularity and persistence. With 

rapid growth of the Internet and the globalization of market, companies accepted and adopted the new information and 

communication technology in the performance of their activities, not only to support traditional activities, but also to support 

those arising from new opportunities, mainly from the Internet. Electronic commerce and online business stand out among 

these opportunities. Having viable business models, effective supply chain management, secure transactions, quality order 

fulfilment and delivery, and a clear customer focus. 

Most companies are establishing websites, which are regarded as a new channel to conduct business transaction, and 

customers can make purchase through these websites. It enables access a global market with low operating cost, to offer 

information in depth, and to provide customers electronic service with superior quality by means of the interactivity of the 

Internet, which increases the competition among companies. India‟s online retail industry has grown at a swift pace in the last 

5 years from revenue of around Rs 15 billion in 2007-08 to Rs 139 billion in 2012-13, translating into a compounded annual 
growth rate (CAGR) of over 56 per cent. The 9-fold growth came on the back of increasing internet penetration and changing 

lifestyles, and was primarily driven by books, electronics and apparel. It is also evident that online transactions are increasing 

in the smaller cities because of their less developed marketing and distribution infrastructure. Changes in buying behaviour, 

attitudes and buying patterns, and the restructuring of the retail industry, have had a significant impact on small businesses. 

While some predict the local retailer may become a thing of past, there is a bright future for those who can identify and 

respond to changing consumer needs faster and better than their larger competitors. With the internet, TV, telephone, 

overnight delivery, and credit and debit cards, any enterprising individual can find a niche and begin making commercial 

transactions right away. 

  

2. Review of Literature 
The preference to make use of the internet as a retailing avenue has been observed in recent years (Lokken et al., 2003). Such 

a development is fuelled by the internet‟s ability to provide an encyclopaedic, participatory and interactive environment that 

is ubiquitous in nature (Hanson and Kalyanam, 2007). As such, shopping through the internet offers a high degree of 

location-independent accessibility and maximizes purchase convenience and flexibility (Suki and Suki, 2007). Therefore, the 

use of the internet for retailing purposes is deemed capable of creating more value to customers (Eng and Kim, 2006), such as 

a more efficient ordering system, the ease/convenience of information collection online and so on. This view is supported by 

a number of authors who claim that the success of the internet as a commercial platform is the result of the medium‟s ability 

to create and deliver superior value (Han and Han, 2001; Math wick et al., 2001). Substantial numbers of organizations now 
are using the internet as one of their multiple channels so as to provide customers with more value (Andrews et al., 2007). 

Some of the basic benefits of online retailing are consumer convenience, desirable price and selection, market research, on-

line interactive customer service, promotional tool for businesses, virtual showrooms bearing less cost, better information for 

customers, 24x7, anytime anywhere services. (Chen and Dubinsky, 2003) describes that a rise in consumer confidence, 

improvement in profitability and aggressive expansion plans signal better tidings for listed players in the organized retail 

space. 

The use of new information technologies and particularly the internet has enhanced the way consumers relate to one 

another, how they search for information and of course how they purchase (Heim and Sinha, 2005; Ranaweera et al., 2008). 

There are several problems faced by consumers regarding e-retail such as unavailability of internet access, absence of touch-
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feel-try experience, consumer favouritism for brands, untimely delivery of products, loophole of seasonal fluctuations, lack of 

trust between buyer and seller, language barrier, cyber crimes, etc. 

For many retailing companies, the capacity to maintain a competitive advantage depends substantially on the quality of a 

firm‟s investments in new information technology (IT). According to the literature concerning technological developments in 

IT-related retailing next “innovation thrust” in the area will involve the enhancement of the use of computers by embedding 

microchips and sensors in the physical environment. 

Value perception refers to „„a consumer‟s overall assessment of the utility of a product based on perceptions of what is 
received and what is given‟‟ (Zeithaml, 1988, p. 14). In e-retailing value is reckoned as an important role in predicting certain 

consumer behaviours, and as a result, it has attracted a considerable number of marketing scholars to examine its nature and 

applications, such as Woodruff (1997), Petrick (2002), Angelis et al. (2005) and Kleijnen et al. (2007). The growth of the 

internet as a retail medium has revealed the behaviour of e-customers as they acquire e-purchasing experience. Here, 

argument is based on the fact that, in traditional retail, the motivations that lead a potential customer to make a purchase are 

not the same as that in electronic retail.  

Online feedback mechanisms allow online shoppers to publicize their purchase experiences with online vendors by rating 

their service quality (Ba & Pavolu, 2002). Advertising directly or indirectly by being favorably mentioned in popular media 

develops a good reputation and signals trust and thereby generates price premiums (Ba & Pavolu, 2002). Although our 

research did not find a direct relationship between personalization and any of the customer loyalty types, other studies have 

indicated 
Previous studies confirmed variability in values across regions in the USA (Kahle, 1986) and in China (Cho et al., 2010) 

and unequal levels of industrialization were suggested to be the key to understanding divergent values and norms among 

regions (Ralston et al., 1996). Based on the facts it can be understood that diverse consumption patterns of online consumers 

among regions can be better understood by the differing affluence level by regions. However, no studies attempted to 

understand India‟s regional differences by the affluence level and how the differences, impact online consumers‟ purchasing 

decisions. Therefore, the main objective of this study is to discover and demonstrate the motivations that lead to adoption and 

constraints that have limited the adoption of internet as a purchasing channel for customers in India. The researcher aims to 

study consumer‟s problems and benefits offered by e-retailing over various issues such as shopping orientation, web security, 

usefulness of web retailing, shopping innovativeness, satisfaction with websites, importance of inspecting products, price 

sensitivity and presumed risks related to acceptance of internet as a new channel for retailing. 

One of the major challenges online retailers face in present dynamic era is meeting the ever increasing customer 

expectations (FICCI, 2010), which is forcing the marketers to routinely engage in highly demanding interactions with 
customers. Further, the characteristics of products, convenience from online shopping, trust over e-retailers, security issues, 

social influences, etc. affect the customer‟s propensity to purchase online (Boles et al. 1997). The attitude of consumers for 

in-home shopping is attaining great attention by this date. The probability of adopting e-retailing by internet users may 

depend on the characteristics of the products and services being marketed and also the fact that the consumers see web as a 

viable option for their retailing activity (Wetzels et al. 2000). Thus, retailers often experience a difference in needs of 

customers. In order to fulfil those needs some kind of grouping is required which makes it pertinent to identify the prevalence 

of homogenous segments. 

The research question set for this is 

 To identify different clusters of customers who exhibit different opinion towards e-retailing. 

 To identify the profile of customers of e-retailing. 

 

3. Database and Research Methodology 
3.1 Sample Design 

The study is based on primary data collected from the people who have experienced e-purchasing at least once. The survey 

yielded 1020 responses. Applying list-wise deletion method, the cases with values more than 3 standard deviations below or 

above the mean on the scale were considered as outliers and based on this, responses were eliminated resulting in 959 usable 

responses. Therefore, final responses of 959 respondents were used for the analyses. 

Multi stage stratified random sampling method has been used in the present study so as to select the sampling units. The 
respondents are categorized on the basis of gender, age, education, geographic location, occupation, internet experience, 

frequency of online purchases, online spending etc. Appropriate measures have been taken so that adequate representation 

from all demography can be made. Although research on e-retailing in India and particularly the states like Haryana, Punjab 

and National Capital Region is scant. Moreover, these states have well developed electronic infrastructure, huge e retail 

customer base and large internet penetration which has reinforced our decision to confine the study to this region. 

 

3.2 Questionnaire Design 

The data were collected with the help of well-designed, pre-tested questionnaire. To develop a comprehensive questionnaire 

for the customers, previous literature has been reviewed exhaustively. Further, in order to make the questionnaire more 

comprehensive and concrete face-to-face meetings with respondents were undertaken so that more familiarity with the ground 

reality of the concept of electronic retail can be made. Apart from it, in the process of preparing the skeleton of questionnaire, 
online discussions and telephonic deliberations with researchers and academicians and experts of this field on this topic were 
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also taken up. A pilot survey of approximately 100 customers who purchase the products online was conducted personally 

and their view points on the various segments of questionnaire were sought. This helped to make improvements in some 

portions of the questionnaire. With a few deletions and additions, the final questionnaire was developed. The survey was 

personally administered by the researcher to ensure the desirability, reliability and authenticity of information. The 

respondents were contacted at their workplace, homes and over internet. The primary data was collected during the period of 

January to June 2016. The first part of the questionnaire constitutes of questions regarding internet usage and online purchase 

patterns of respondents. The second part of the questionnaire is composed of multiple-choice questions that includes 103 
statements on products, convenience, personalization, transaction transparency, social influence, infrastructure, usage, 

frequency and choices regarding internet and online shopping, etc. The questions pertain to the awareness level and choice of 

the respondents regarding components of electronic retail they are exposed to. People‟s concern about various technologies 

and issues are reviewed. The third part consists of the demographic profile of the respondents i.e. gender, age, education, 

occupation, income and place of residence. Data on demographic profile would enlighten the researcher in finding whether 

there exist any significant differences among different groups across demographic variables.  

 

3.3 Technique for Data Analysis 

3.3.1 Cluster Analysis 

Cluster analysis is a class of techniques used to classify objects or cases into a relatively homogenous groups called clusters. 

Objects in each cluster tend to be similar to each other and dissimilar to objects in other clusters. Cluster analysis is a 
statistical technique used to group cases (individuals or objects) into homogeneous sub-groups based on responses to 

variables. Using PASW (SPSS) 17.0 to conduct a cluster analysis, there are three clustering procedures: two-step, k-means, 

and hierarchical. Cluster-analytical approach is particularly relevant because of its ability to minimize within-group variance 

and maximize the between-group variance resulting in heterogeneous groups with homogenous contents (Satish and 

Bharadhwaj, 2010). In the study, cluster analysis has been used to classify the respondents on the basis of various constructs 

identified that have been presumed to be the major factors that influence customers to make online purchase. These clusters 

would give a certain number of groups which exhibits difference in online purchase behaviour from the members of other 

groups. 

To assess the similarities amongst customer groups, cluster analysis has been undertaken. Cluster analysis is a statistical 

technique used to group cases (individuals or objects) into homogeneous sub-groups based on responses to variables. Cluster-

analytical approach is particularly relevant because of its ability to minimize within-group variance and maximize the 

between-group variance resulting in heterogeneous groups with homogenous contents (Satish and Bharadhwaj, 2010).  
There are three clustering procedures: two-step, k-means, and hierarchical. A hierarchical method in conjunction with non-

hierarchical clustering method (k-means) has been used in the present study as initially the hierarchical method could be used 

to determine the number of cluster solutions and then the non-hierarchical clustering method to refine each of the solutions 

(Sharma and Kumar, 2006). The application of cluster analysis using the Ward‟s Hierarchical method, with squared 

Euclidean measure of distance to cluster the respondents resulted into the amalgamation of two clusters, at each step. This 

resulted in the smallest increase in the overall sum of the squared within-cluster distances. The overall score for each 

construct identified after applying factor analysis was calculated by adding the scores for each included item and dividing this 

by the number of items in that component (Fünfgeld and Wang, 2000). This has been done because the factor scores are often 

less interpretable and generalizable than using simpler approaches such as summing or averaging the items that load on the 

factors (Gorsuch, 1988). 

 
Table 1 Agglomeration Schedule 

Stage Cluster Combined Coefficients 
Stage Cluster 

First Appears 
Next Stage 

Change 

percentage 

 
Cluster 1 Cluster 2 

 
Cluster 1 Cluster 2 

  
953 2 55 111.9699 947 949 954 

 
954 2 37 113.0872 953 869 957 1.00 

955 1 371 121.6326 952 705 958 7.56 

956 232 897 124.0000 191 0 959 1.95 

957 2 411 126.8114 954 937 958 2.27 

958 1 2 143.1004 955 957 959 12.85 

959 1 232 151.8335 958 956 0 6.10 

 

3.3.2 Agglomeration Coefficient Results 

The agglomeration coefficient results obtained using the Ward‟s Hierarchical method to cluster the respondents indicated an 

increase in the case of five to four clusters of 1.95 percent; four to three clusters of 2.27 percent, three to two clusters of 12.85 

percent; and two to one cluster of 6.10 percent. Since the highest percentage increase occurred when going from three to two 

clusters, it seemed that a three-cluster solution would be the optimal choice. A visual inspection of the dendogram also 
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indicated a three-cluster solution to be a valid choice. Moreover, the use of other methods of cluster analysis and the 

comparison of resulting solutions for interpretation of the clusters was also suggested (Sharma and Kumar, 2006), the 

application of which further substantiates the idea that customers can be best divided in 3 clusters. The results obtained 

through K-means, a non-hierarchical cluster analysis approach also supplemented the 3-cluster solution. The choice of the 

three-cluster solution was also supported when one-way analysis of variance was performed taking the cluster membership as 

a factor variable and online purchase propensity as dependent variables. On all the constructs of propensity to purchase 

online, the clusters were significantly different at 1 percent and 5 percent level of significance and respondents stand evenly 
divided into three clusters. Considering all these issues, the sample of customers is considered to be better segmented in three 

clusters. The naming of the clusters was determined by the distinguishing characteristics prevalent in the three segments of 

the respondents revealed through mean values scored on each of the constructs 

 
Table 2 Clustering Variable Means Indicating Profiling of Clusters 

 
Cluster1 Cluster2 Cluster3 

Purchase intention 
2.75 2.5 2.1 

(High) (Medium) (Low) 

Convenience 
2.92 2.45 1.08 

(High) (Medium) (Low) 

Security 
1.03 1.58 2.44 

(Low) (Medium) (High) 

Personalization 
2.52 1.28 1.23 

(High) (medium) (Low) 

Empathy 
2.65 3.71 2.75 

(Low) (High) (Medium) 

Social influence 
2.48 3.00 1.16 

(Medium) (High) (Low) 

 

3.3.3 Defining the Identified Clusters 

Cluster 1 

This group has a positive purchase intention i.e. they prefer to buy products from convenient places and they often buy 

products they may not need, they browse online before buying products and are highly positive towards e-retailing. Also, 
these respondents believe that e-retailers provide products at competitive prices and present a clear classification of products. 

They positively believe that e-retailing sites provide convenience in terms of usage, payments, ordering, return and 

replacement. They are highly cautious of online transaction and prefers to buy from websites with no hidden charges at all. 

They are negative over „lack of security‟ i.e. they believe in e-retailing as they are aware of its laws and procedures and do 

not worry much about any stealing or misuse of private information. They favour e-retailers for personalization they provide 

in their websites, regarding contents of the website, personalized attention, customer‟s questions and comments, chat rooms, 

bulletin, boards or others, special rewards, offers and discounts. They are slightly negative towards e-retailers over empathy 

issues, they believe that e-retailers do not provide- good accessibility, necessary information about the products, aesthetic 

appeal, quick response from customer care, communication with other users, better navigation and search options. They are 

moderately influenced by social groups like family, friends, colleagues, believe that buying from e-retailers represent a 

modern outlook. They consider that in India majority of people have access to internet and do not think that Indians find 
problems as electricity, speed, logistics and language. This group is found to be very positive about e-retailing and 

presumably look forward to improvement in this platform and find it a comfortable place to shop. Thus, this cluster can be 

suitably named as „optimistic‟(OP). 

 

Cluster II 

People belonging to this group have a moderately positive purchase intention trying to avoid hassles when they shop and 

prefer to buy products available for physical inspection, they prefer to compare prices over internet before making a purchase. 

They are positive towards competency of products online. They do not consider the convenience as an important factor that 

would impact their shopping experience. They are highly conscious about personalization of transaction and wish to make the 

purchase from the retailers who make all the steps of buying process crystal clear such as billing, inquiry, order, delivery, 

payment, warranty and return policies etc. They are possessive about receiving personalized messages and demand discounts 

and rewards for doing business with e-retailers. They are very cautious about security and privacy issues. They worry about 
misuse of their personal information. They are afraid of transacting with an unknown company, as well as of counterfeit 

products. They are not very keen to make online purchases as they do not rely on the online payment options. They rely on 

traditional retailing more than its online counter-part. Their relatives and colleagues negatively influence them. This group is 
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found to be moderately positive about e-retailing and are apparently building up their trust for e-retailing but they are highly 

conscious of their security and privacy online. Thus, this cluster can be suitably named as „restrained‟ (RS). 

 

Cluster III 

These are the people who do not have a positive purchase intention, they are not very considerate for classification or 

presentation of products that are offered online. They are neutral over convenience expected while shopping. They believe 

that e-retailers have inconveniently designed sites, they have unfavourable return policies, do not provide prompt 
replacement. They are highly positive for „lack of security‟ issue as they are afraid of losing personal information, details, 

passwords, etc. They are moderately negative over the fact that online retailers are empathetic and understand the customer‟s 

problems, interactivity with product, its features and the processes involved better accessibility, customized packages, 

valuable information, aesthetic appeal, customer care, communication with other users, better navigation and search options. 

They strongly confine their faith in localised retailers and fell comfortable to shop from them. Friends, family and colleagues 

negatively influence them. This group is found to be neutral or slightly negative about e-retailing and do not believe in or are 

losing their trust for e-retailing and they are highly conscious of their security and privacy online. Thus, this cluster can be 

suitably named as „concerned‟(CN).  

 

4. Results and Discussions 
E-retailers are creating, maintaining and utilizing customer profiles to assist in personalization. Personalization can help 

improve customers' satisfaction levels, purchasing behaviour, loyalty and subsequently improve sales. The continuously 

changing customer needs and preferences pose a challenge to e-retailers on how to maintain and update individual customer 

profiles to reflect any changes in customers' needs and preferences. 

The majority of people under „optimistic‟ cluster are males under the age of 40, with education qualification of graduation 

or post-graduation. They are mainly students or professionals, with majority of them having income of 1,000,000 and above. 

Majority of them belong to tier 1 cities. They have an internet experience of 10 years and above and spend more than 30 

hours weekly over internet. They always search product information over internet. They used e-retailing for making their 
purchases frequently. Majority of them spend INR 20,000-50,000 for online purchases a year. They usually make their online 

payments using credit cards or e-wallets. People belonging to this cluster have a high likelihood to purchase online in future. 

Under „restrained‟ cluster, there are the people with majority of who belong to the age group of 40-50 years, qualified with a 

„doctorate‟ degree. They are majorly „employees‟ or „housewives‟ with an income of 0-5lacs. They are residents of tier-3 

cities. They have an internet experience of 2-5 years and spend less than 10 hours weekly over internet. They often use 

internet for searching product information. In past they have often used e-retailing for making an online purchase. Majority of 

them spend a huge amount of money online i.e more than 50,000 in a year. They preferably use „cash on delivery‟ mode of 

payment. They have a high likelihood of purchase next year. 

Majorly the people belonging to „concerned‟ cluster are females within the age group of 40-60, who are uneducated or are 

educated up-to matriculation. They are mainly businessperson, with majority of them having income of below 2.5 lacs. 

Majority of them belong to tier 4 towns. They have an internet experience of less than 1year and spend 10-30 hours weekly 

over internet. They sometimes search product information over internet. More or less they hardly use e-retailing for making 
their purchases. Majority of them spend less than 5000 INR for online purchases in a year. They usually make their online 

payments using „cash on delivery‟. In future, people belonging to concerned cluster have a low likelihood to purchase online.  

The major profiles under each cluster have been discussed, which can be put to use by e-retailers. The retailers can use this 

profiling and the strategies can be carefully designed. This also helps the retailers to communicate the implemented strategies 

to the target customers through appropriate media vehicles. The profiling of customers has been done by understanding the 

impact of various demographic variables, patterns of internet usage and online shopping pattern on the three clusters. 

 

5. Limitations of the Study 
The limitations of this study are those characteristics of design or methodology that impacted or influenced the application or 

interpretation of the results of the study. They are the constraints on generalizability and utility of findings that are the result 

of the ways in which the researcher chose to design the study and the method used to establish internal and external validity. 

This study has following limitations: It is not possible to include the whole population. Therefore, sampling has been resorted 

to. The researcher planned to have a sample of 1500 respondents. The survey technique with which questionnaires have been 

got filled up has its own limitations. The researcher has taken the views furnished by respondents, at the face value, however, 

there is a possibility that respondents might not have furnished their free and frank opinions. Time and money constraints have 

confined the study only to the specified region and sample areas. 
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