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CHAPTER II  

LITERATURE REVIEW 

 

2.1.  Theoretical Review 

 Information and technology have created e-commerce through the 

development of the internet. Today, new business opportunities of the global travel 

and the industry of tourism have been affected due to its presence. Amaro & Duarte 

(2013) argued that these developments changed traveller’s behaviour, meaning that 

they started to shift their preferences from the conventional into a digitalized way. 

With an ease of access, potential consumers will be able to search, view and create 

a purchase for the travel goods and service quickly (Law, Law, and Wai, 2002). 

Moreover, Law, Law, & Wai (2002) also stated that internet has improved the speed 

of flow of information, creating a fast database search which eventually, makes the 

process of booking and ticketing can be done efficiently and technically effective.  

As for more, the emergence of information and communication 

technologies (ICT) has brought competition among touristic industries, where 

internet created transparency, speed, flexibility, and alternative choices indeed 

(Pitoska, 2013). In this case, consumers are facing a lot of variety of choice, and 

information search is a way to create a better purchase decision in order to reduce 

the perceived risk. As suggested by Hussain et al. (2017), electronic word of mouth 

(e-WOM) is seen as an important source to reduce risk, and it is known that there 
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is a significant relationship between perceived risk and information source for 

individual decision making. 

2.1.1. E-Commerce, E-Tourism, and Online Travel Agent 

 With an exponential growth and great success, the information and 

communication technologies (ICT), especially Internet is becoming a 

powerful marketing medium that directly connecting companies and 

customers by sharing information and enabling instant transactions of 

products and services all around the world (Jeong & Choi, 2004). Known as 

the Electronic Commerce, Nanehkaran (2013) stated that this concept has 

fundamentally changed how the business run, as well as its consumer 

behaviour. Meanwhile, Khan (2016) in his research explained that e-

commerce itself is an emerging concept that describes the process of buying 

and selling or exchanging of products, services and information via internet. 

Within the area of tourism, Farkhondehzadeh et al. (2013) described 

it as acknowledged to be very intensive information. Presumably, the need 

of information is due to the form of touristic product which is intangible, so 

that consumers will not be able to review it prior to purchase. In other words, 

consumer needs to purchase and feel it themselves in order to experience it. 

Ultimately, it can be seen that the accuracy, current and relevant information 

is essential to the efficient operation of the tourism industry. 

According to the research conducted by Condratov (2013), the 

development of information and communication technologies create a new 
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transformation for the domain of tourism globally. This allows the 

consumers not only to identify, personalize and purchase the touristic 

products, but also to support the tourism industry globalization. 

Furthermore, the presence of internet will be able to create global 

opportunities for the tourism agent in order to develop and distribute their 

offer world widely. This idea is also supported by Pitoska (2013) who stated 

that internet is the most efficient way to disperse, distribute, and also 

retrieve any kind of information. Moreover, according to Kanellopoulus as 

cited in Pitoska (2013), the ICT development has created a new term, which 

is called as e-tourism. In sum, e-tourism is the digitalization of the whole 

touristic industry and infrastructure. 

Pan (2015) argued that social media and mobile technologies has 

changed the way for consumer to access information and conduct 

transactions. With a huge amount of internet users and their interest in 

tourism, the Online Travel Agent (OTA) has come to ease the consumers. 

According to Sudyasjayanti & Setiobudi (2018), the advancement of 

technologies increases the development of tourism, especially in Indonesia. 

They claimed that tourism industry is heavily influenced by tourist’s 

perception toward its objects. 
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2.1.2. Electronic Word of Mouth (e-WOM) 

Jalilvand et al. (2011) stated that word of mouth is a process where 

sharing information and opinions about specific products occurs between 

consumers. This term was also explained by Kotler & Armstrong (2013) in 

their book, where they stated that WOM is a powerful method of personal 

words or recommendation that has strong impact on other consumer’s 

buying behaviour. The process of word of mouth is likely to occurred in 

natural way, where consumers who have experienced a brand or product 

shared their opinion to others (Kotler & Armstrong, 2013; Nyilasy, 2006). 

On the other way, the enhancement of information and communication 

technologies (ICT) through internet has created a new term, which is 

electronic word of mouth (e-WOM). E-WOM is defined as any positive or 

negative consumers about brands or products through internet (Hennig-

Thurau et al., 2004). 

As the ICT developed, the platforms became more dynamic than 

before, creating a chance for the consumer to partake and contribute with 

the content. By means, consumers are able to exchange product information 

through internet (Cheung, Lee, & Rabjohn, 2008). Meanwhile, there are 

several key differences of WOM and e-WOM. As explained from Lavelle 

(2017), unlike the WOM which is able to disappeared over time due to lack 

of record, e-WOM is presumed to last longer due to its digital track record 

while it can also be consumed by consumers over a long period of time. 

Moreover, e-WOM is also seen as easily accessed if compared to the 



15 
 

conventional WOM because of the information that is scattered all over the 

internet. 

2.1.3. Source Credibility 

As proposed by Ohanian (1990), the e-WOM source credibility 

defined as the trust of the receiver toward the source of information itself. It 

is stated also that the expertness designates a relevant information, 

knowledge, believe, and also experience of the related sources (Park & Lee, 

2009). Meanwhile, the trustworthiness is strongly correlated with the source 

credibility, which believed as a factor that is able to influence the views of 

receiver (Yoo & Gretzel, 2009). Hence, it was also found out that these ideas 

are supported by research in the past conducted by Applbaum & Anatol 

(1972), which stated that both expertness and trustworthiness were included 

as the measurement of source credibility. 

On the other hand, other factors of the credibility of e-WOM such as 

objectivity and homophily are both also taken into account. The objectivity 

indicates the condition which the information was written, where it also able 

to identify the depictive image of biases (Hussain et al., 2017). Furthermore, 

the objectivity also might decrease the risk while it can also increase the 

trust of receiver. In addition, the homophily are determined because 

individuals are often tied themselves with other people who have similarities 

(Behrens, 2014). Thus, the source credibility of e-WOM is believed as vital 

factor due to its form. As it is made from consumer who had ever 
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experienced a product or service and delivered to other consumer, this kind 

of communication is perceived as reliable and trusted (Lavelle, 2017). 

Thus, it has been described above, these four variables namely; 

Expertness, Trustworthiness, Objectivity, and Homophily, are approved to 

be the elements of the E-WOM Source Credibility. Thus, in his research, 

Hussain et al. (2017) proposed that these four elements have potential 

relationship with the Perceived Risk due to its nature. 

H1.  The expertness of e-WOM source credibility has positive effect on 

consumer’s perceived risk when creating purchase. 

H2.  The trustworthiness of e-WOM source credibility has positive effect 

on consumer’s perceived risk when creating purchase. 

H3.  The objectivity of e-WOM source credibility has positive effect on 

consumer’s perceived risk when creating purchase. 

H4.  The homophily of e-WOM source credibility has positive effect on 

consumer’s perceived risk when creating purchase. 

2.1.4. Perceived Risk 

The perceived risk is strongly associated with the uncertainty 

feelings and unpleasant consequence when someone is using a product or 

service (Featherman & Pavlou, 2003 and Cunningham, 1967). In general, 

uncertainty and consequences are both considered as the components of 

perceived risk, along with other dimensions such as, performance risk, 
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financial risk, time risk, psychological risk, and social risk (Bauer, 1960 and 

Cunningham, 1967). On the other hand, when associating perceived risk 

with online shopping, potential risks regarding to the product, internet, 

websites, economic, social, performance, security, and privacy, might 

occurred (Jarvenpaa & Todd, 1996 and Lin, Jones, & Westwood, 2009). 

In real life, the consumer will try to reduce the risk as much as 

possible before they actually meet that uncertainty. This is in line with the 

e-commerce business, especially in the tourism area including hotelier and 

accommodation services, where consumers buy something that is intangible 

and cannot be reviewed before the purchase process occurred.  According 

to Tseng & Wang (2013), as people perceive risks, they may rely on 

extensive information from reliable sources that can satisfy their needs for 

information. Finally, adopting information to buy travel products. 

With such condition, Zhang et al. (2012) implied that consumer 

might experiencing insecurities, regarding of the existence of tons of 

alternatives and choices in the market. Right after that, people will seek 

information to reduce risk and eventually, create a better purchasing 

decision. Hence, the accessibility of information on the other hand also 

influences the relationship between the source credibility and perceived risk 

(Wu, 2013).  

Furthermore, these ideas are also related to the hypotheses proposed 

by Hussain et al. (2017) and Tseng & Wang (2013), who stated that 
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Perceived Risk might influence the other variables such as the argument 

quality and also the information usefulness. 

H5.  The consumer’s perceived risk has positive effect on e-WOM 

information argument quality. 

H6.  The consumer’s perceived risk has positive effect on the e-WOM 

information usefulness. 

2.1.5. Argument Quality, Information Usefulness, and Information Adoption 

According to Hussain et al. (2017), the argument quality is strongly 

associated with the strength to argue with a message, and also the 

relationship of message senders and message characteristics as well, either 

positive or negative. As it has been acknowledged before, the word of mouth 

(WOM) communication is proven to be able to influence the decision of 

consumers. Due to its different types of characteristics, the WOM message 

may create a different perspective to its receiver (Sussman & Siegal, 2003; 

Yap, Soetarto, & Sweeney, 2013). Furthermore, Hussain et al. (2017) also 

proposed that the dimension of argument quality is related with the 

information’s reliability, timeliness, comprehensiveness, the extent of 

believable, relevancy, accuracy, and effectiveness. 

The information usefulness on the other hand is associated with a 

cognitive process inside their head. Two different people may equally be 

influenced by the same information, but via different cognitive processes 

(Ferran & Watts, 2008). Moreover, Sussman & Siegal (2003) stated that a 
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usefulness is a key construct in the adoption level. On the other hand, the 

information adoption is seen as important variable because e-WOM might 

create various impact to each individual (Cheung, Lee, & Rabjohn, 2008). 

This idea is also supported by Chaiken & Eagly (1976), who stated that same 

exact message is able to create different output to different people, where it 

might be affected by their perception, understandings, and sources. 

Thus, the argument quality and usefulness are related to the 

consumer’s adoption behaviour (Sussman & Siegal, 2003; Tseng & Wang, 

2016). Hence, this idea is brought up to the table as the seventh and eighth 

hypotheses. 

H7.  The e-WOM argument quality has positive effect on the consumer’s 

information adoption. 

H8.  The e-WOM information usefulness has positive effect on the 

consumer’s information adoption. 
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2.2.  Conceptual Framework of Study 

Below here is the research framework proposed by the researcher: 

 

Figure 2.1 Research Framework 

 

 

 

 

 

 

 

 

 


