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Abstract - Perceived risk of consumers has been considered as a fundamental concern of decision making process during 
online shopping. For the purpose of this study, perceived risk is defined as the potential for loss in pursuing a desired 
outcome from online shopping. The study aimed to examine the effect of perceived risks on Online Purchase Intention 
through WOM and Trust issues. To investigate the hypotheses of the research, data was collected from online shopping 
users; a survey was conducted with a sample size of 635 online shoppers among consumers who previously purchased 
online, methodology was done using IBM SPSS 23 and Amos 23. The study revealed that Information Risk, Financial Risk, 
Product Risk and WOM Intensity have an effect on Trust and Trust has an effect on Online Purchase Intention. 
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I. INTRODUCTION 
 
E-commerce addresses a sell of goods, through the 
electronic channels. Digital technology, made a huge 
impact on e-commerce. As years went by, the 
innovations, digital technology, mobile and internet 
websites became more and more popular among the 
consumers. Therefore, the big part of the market is 
focusing on e-commerce. It changed the way 
consumers are getting their products. It reduced the 
time, and physical effort that people had to put into 
shopping. E-commerce became a challenge for 
traditional commerce in a way of reducing the 
physical effort and time person spends searching for a 
product, also, consumer can easily compare the prices 
online in order to get the best alternative they want. 
Nevertheless, it has some risks, which comes 
naturally, as a consequence of online shopping, such 
as financial, product, time, delivery, social or 
informational security risk, which are facing e-
commerce and still have a lot of improvements to be 
done. 

 
II. LITERATURE REVIEW 
 
2.1. Perceived Risk 
The concept of perceived risk was first introduced by 
Bauer (1960) and has beenfrequently used to address 
various issues in consumer behaviour. Shopping has 
long been regarded as a risk-taking activity as 
consumers may be uncertain of a purchase 
decisionand the consequences of poor decisions. 
Mitchell (1999) defined perceived risk as “a 
subjectively-determined expectation of loss. 
In the online shopping setting, the level of perceived 
risk may be magnified due to online  
consumers’ limited physical access to products and 
sales personnel (Park and Stoel, 2005). A high level 
of perceived risk hinders consumers from adopting 

the Internet as a shopping channel (Alreck and Settle, 
2002; Forsythe and Shi, 2003; Garbarino and 
Strahilevitz, 2004). Six components of perceived risk 
associated with shopping have been identified as 
physical, social, product, convenience, financial, and 
psychological risks (Peter and Tarpey, 1975).Among 
the six types of risk associated with shopping, 
product and financial riskshave been shown to have a 
significant negative influence on consumers’ 
Internetpurchase intentions (Bhatnagar and Ghose, 
2004; Lu, Hsu, and Hsu, 2005).Product risk is defined 
as the probability of the item failing to meet 
theperformance requirements originally intended 
(Peter and Tarpey, 1975). A high level ofproduct risk 
in online shopping may be expected due to online 
consumers’ inability tophysically examine and test 
product quality and alternatives (Alreck and Settle, 
2002;Garbarino and Strahilevitz, 2004). Therefore, 
consumers’ uncertainty increases with regard to a 
particular purchasedecision when it comes to online 
shopping.Financial risk is defined as the likelihood of 
suffering a monetary loss from apurchase (Horton, 
1984; Sweeney, Soutar,and Johnson, 1999). Credit 
card fraud is a primary financial concern among 
many onlineconsumers.Privacy/Information risk is 
defined as the probability of having personal 
information disclosedas a result of online transactions 
(Garbarino and Strahilevitz; 2004; Maignan and 
Lukas,1997). Recent research has found that privacy 
risk is of growing concern among onlineconsumers’ 
(Drennan et al, 2006).Time risk is the perception that 
time, convenience, or effort may be wasted when a 
product purchased is repaired orreplaced Hanjun et 
al., (2004). Time risk includes the inconvenience 
incurred during online transactions, oftenresulting 
from difficulty of navigation and/or submitting 
orders, or delays receiving products (Forsythe et al., 
2006).Delivery risk is defined as the Potential loss of 
delivery associated with goods lost, goods damaged 
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and sent to the wrong place after shopping (Dan et al., 
2007). Consumers fear that delivery will be delayed 
due to various circumstances; the delivery company 
won’tdeliver within the time frame agreed with 
customers, or consumers fear that the goods may be 
damaged whenhandled and transported, or no proper 
packaging and handling during 
transportation(Claudia, 2012).Social risk refers to the 
perception that a product purchased may result in 
disapproval by family or friends (Li andZhang, 
2002). It also refers to the potential loss of status in 
consumer’s social group due to either 
theinappropriateness of the product or disapproval of 
using internet as a shopping channel (Stone and 
Gronhaug, 1993).Usually, consumers try to obtain 
advice or consent from others in their social group in 
order to reduce social risk. 

 
2.2. Trust 
Online channel is a very new and unknown way of 
doing shopping; it makes thefoundation of “trust” 
even more difficult and critical because the trust 
affects lots of essentials toonline transactions, such as 
privacy and security. The online consumers desire the 
online sellers to be willing and able to act of the 
consumers’ interests, to be honest in transactions, and 
to be capable of delivering the ordered goods as 
promised. Online commerce success largely depends 
ongaining and maintaining the trust and confidence of 
online shoppers. It is necessary to understandhow risk 
and trust affect the purchasing decisions made on the 
online. 
 
2.3. Word-of-Mouth(WOM) 
WOM is probably the oldestmeans of exchanging 
opinions on various goods andservices offered by 
markets.  Studies on word-of-mouth have 
demonstrated thatits effectiveness is based on the 
overwhelming influencethat it has on consumer 
behaviour.In today’s virtual era, the power of word-
of-mouthhas grown exponentially.  Although many 
studies target WOM, very few havefocused on a 
measure of word-of-mouth, especially inthe context 
of e-services.  The recent concept of viralmarketing 
(Godin, 2001), which represents a modernversion of 
word-of-mouth, also shows the relevance ofword-of-
mouth (WOM) in an online context. 

 
2.4. Online Purchase Intention 
As consumers become more familiar with the Internet 
as a sales medium, it isexpected that they will feel 
more comfortable and confident to purchase online.In 
other words, when a consumer gets more 
experienceswith shopping on the Internet, he or she 
sees shopping online as a less risky action in allterms 
and is more likely to continue to shop online. Many 
E-commerce studies have shown that 
consumerintentions to engage in online transactions 
are a significant predictor of consumers’ actual 
participation inE-commerce transactions, the 

relationship between intention and behavior is based 
on the assumption that humanbeings attempt to make 
rational decisions based on the information available 
to them (Pavlou and Fygenson, 2006). 
 
III. CONCEPTUAL MODEL 
 
Based on the relevant concepts discussed above, a 
research model is suggested to examine the effect of 
perceived risks (financial risk, product risk, time risk, 
delivery risk, social risk, and information risk) and 
WOM on Online Purchase Intention through Trust as 
shown in Figure 1.  
 

 
Fig. 1. Conceptual Research Model 

 
So, we create hypothesis that: 
H1: Dimensions of Perceived Risk have an effect 
on Turst. 

H1a: Financial Risk has an effect on Trust.  
H1b: Product Risk has an effect on Trust.  
H1c: Time Risk has an effect on Trust. 
H1d: Delivery Risk has an effect on Trust. 
H1e: Social Risk has an effect on Trust. 
H1f: Information Risk has an effect on Trust. 
 

H2: WOM has an effect on Trust 
 
H3: Trust has an effecet on Online Purchase 
Intention. 
We tried to test this model for helping further 
researchers to give more insight on this issue. 
 
IV. METHODOLOGY 
 
4.1. Measures 
The measures of all the constructs in the model were 
based on literature.Financial Risk, Product Risk, 
Time Risk, Delivery Risk, Social Risk and 
Information Risk items were developed from Li and 
Zhang (2002), Hanjun et. al. (2004), Forsythe et. al. 
(2006), Martin and Camarero (2009), Tasi and Yeh 
(2010), Almousa, M. (2011), Javadi et al. (2012), 
Masoud, E. Y., (2013). Wom construct measured by 
Goyette et.al., 2010 and Trust construct measured by 
Masoud, 2013.On the other hand Online Purchase 
Intention construct items were developed from Javadi 
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et al. (2012), Almousa (2011),Martin and 
Camarero(2009),Kim et al. (2008),Forsythe et al. 
(2006). See in Table 1and 2. 

 
Table 1:Measurement of Perceived Risk 

 

 
Table 2: Measurement of WOM, Trust and Online Purchase 

Intention 
 
All itemswere measured using a five-point Likert 
scale ranging from 1= Strongly Agree to 5= Strongly 
Disagree. 
 
4.2. Sampling and data collection 

 
Table3:Demographic characteristics of survey respondents 

(N=385) 



International Journal of Management and Applied Science, ISSN: 2394-7926                                              Volume-3, Issue-9, Sep.-2017 
http://iraj.in 

The Effect of Perceived Risk on Online Shopping through Trust and WOM 
 

106 

Data were collected from 650 consumers with 
convenience sampling.The respondents were 
expected to evaluate their online purchase activities 
with respect to the last e-services company they had 
purchased. Participation in the study was completely 
voluntary. Respondents with missing data were 
dropped and 635 questionnaires were used for testing 
the model. IBM SPSS 23.0 packet program and 
AMOS program were used to analyze the data.  
 
A total of 381 (60.0%) of the participant were female 
and 254 (40.0%) of the participant were male. The 
majority of the respondent were University and 
Graduated (91.2%) and single (73.2%).Ages of the 
sample ranged between18 to 67 with 29.25 mean and 
standard deviation 7.86.  
 
V. ANALYSIS AND FINDINGS 

 
5.1. Factor Analysis of the constructs 
The purpose of the factor analysis is to find out the 
sets of variables that are highly interrelated, known as 
factors (Hair et al., 1998). Factor analysis is generally 
carried out to examine the relationship between the 
judgmentally developed content categories and the 
empirically derived constructs’ or to figure out 
whether with different sets of data, the same 
constructs derived in the previous studies can be 
derived too. Therefore, in this study, factor analysis is 
done to find out howmany different dimensions the 
respondents perceive in the constructs and whether 
they perceive them the same as in the original data 
with which the scale was developed and also to see 
whether the derived constructs in this study confirms 
the existence of theoretically developed content 
categories. Statistics that can represent this adequacy 
are Keiser- Meyer-Olkin (KMO) and Bartlett’s test of 
sphericity. KMO shows that the data used in the 
analysis is a homogenous collection of variables and 
that there are correlations between variables. The 
lower limit for KMO that is generally agreed upon is 
0.50 (Hair et al., 1998). Bartlett’s test on the other 
hand gives the statistical significance of the inter-
correlation between variable (Hair et al., 1998), and 
the upper limit for the value of p in Social Sciences 
that is generally agreed upon is 0.05. KMO and 
Bartlett’s tests in this study are found to be 
satisfactory for all four constructs in the study and 
tables for each factor analysis for the studied concepts 
are exhibited in the following sections. 
Factor Analysis for Perceived Risk results were 
represented in Table 4. Kaiser-Meyer-Olkin measure 
of sampling adequacy and Bartlett test of sphericity 
tests were performed to test the appropriateness of 
data for conducting factor analysis (Sharma, 1996). 
Result of the tests (KMO=0.8472Bartlett test (276) = 
4791.638, p=0.000) were satisfactory. We then 
employed principal component analysis and varimax 
rotation to the data sets. Factors witheigenvalues over 
one were retained (Hair et. al., 1998). As a result of 

the analysis six dimensions were found. Findings of 
the factor with explained total variance of 59.38%. To 
test the internal consistency of factors, Cronbach’s 
coefficient alpha reliability was estimated. The 
factors were named as “Information Risk”, “Product 
Risk”, “Financial Risk”, “Social Risk”, “Delivery 
Risk” and “Time Risk”. Reliabilities for factors were 
ranged from 0.711 and 0.831, which shows 
satisfactory levels of internal consistency.Also, to 
identify and test the underlying structure of the 
scales WOM, Trust and Online Purchase Intention 
factor analysis applied (See Table 5). 
 

 
Table 4: Factor Analysis for Perceived Risk results 

 

 
Table 5: Factor Analysis for WOM, Trust and Online Purchase 

Intention 
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All constructs KMO and Bartlett test of sphericity 
tests were satisfactory. Online Purchase Intention and 
Trust were unidimensional and reliability of the 
factors 0.802 and 0.854 respectively. WOM construct 
has two sub dimensions which are named as “WOM 
Content” and “WOM Intensity” with 0.865 and 0.808 
reliability scores respectively. 
 
5.2. Structural Model 
Since the objective of the study is to examine how the 
dimensions of Perceived Risk manages the Online 
Purchase Intention through Trust and WOM, a 
structural model was tested. Chi-square test statistics 
are usually quite sensitive to sample size (Hair et. al. 
1998; Hoyle 1995), therefore in this study; Goodness 
of Fit Index (GFI), Comparative Fit Index (CFI), 
Tucker Lewis Index (TLI) and Root Mean Square 
Error Approximation (RMSEA) were considered. 
There is no standard for acceptable GFI and AGFI, 
but rule of thumb is GFI greater than 0.90 and AGFI 
greater than 0.80 (Lattin, Carroll, and Green, 2003) 
and RMSEA values of 0.08 and less have been 
advocated as indicative of acceptable fit.The result of 
the path analysis showed a good fit of the model (2 
(332) = 751.177, p=0.000; GFI=0.925, CFI=0.939, 
TLI=0.926, RMSEA=0.045). 
 

 
Table 6: Path Analysis Result 

 
WOM Intensity has a significant effect on Trust 
(=0.124, p value = 0.50). Information Risk has a 
strong effect on Trust (=0.647, p value = 0.000). 
Financial Risk has a negativeeffect on Trust (= -
0.176, p value = 0.004). Product Risk has an effect on 
Trust (=0.134, p value = 0.003).On the other hand, 
Trust has a strong effect on Online Purchase Intention 
(=0.690, p value = 0.000). H1 and H2 were partially 
accepted. H3 was accepted according to the statistical 
analysis. 
 
CONCLUSIONS 
 
Based on the results and findingssupported by the 
literature and the previous researches on this subject, 
this study identifies the following managerial 
implications. First, this study provides marketers an 
important insight to adopt adequate risk-reduction 
strategies on the internet shopping environment. 
Second, similar with the related literature on financial 
perceived risk and the information security(Bhatnagar 
and Ghose, 2004; Lu, Hsu, and Hsu, 2005; 
Caterinicchia, 2005;Axel, 2006), payment and 

information security should be paid attention because 
of financial perceived risk and information security 
policy considerations. According to Axel, 2006) 
consumer perception of privacy risk had greater 
impact on their willingness to shop on the Internet. 
Recent research has found that privacy risk is of 
growing concern among online consumers’ (Drennan 
et al, 2006). Chapell’s survey (2005) found that more 
than 69% of US Internet shoppers would limit their 
online purchases because of concerns related to the 
privacy and safety of their personal information. 
Online retailers should introduce a mechanism that 
would improve safety and privacy to motivate people 
to buy online, or encourage customers to use special 
type of credit card for online shopping only separated 
from the consumer banking account, or using other 
payments method that doesn’t require disclosure of 
credit card information such as payment on delivery, 
so customers should not be worry about losing their 
financial details and their credit card information. 
Third, marketers should be encouraged to minimize 
the perceived product risks, particularly in their 
efforts to propose more information about products to 
cope with the uncertainty associated with consumers’ 
inability to handle the product, such as using virtual 
views of 3D images to illustrate product features, 
providing sizing charts, material components and 
providing product comparison. This information 
enables buyers to develop a more complete idea of 
the quality and outward appearance of the product. 
Finally, consumers were worried about delivery of 
their orders, they fear that the products may be 
damaged while being handled and transported or 
receiving a faulty item or an item that doesn’t 
correspond to its specifications. Online retailers 
should deal with the best and most trusted shipping 
service providers, to avoid delay or damage during 
delivery of the goods.  
About the WOM activities, the recent concept of viral 
marketing (Godin, 2001), which represents a modern 
version of word-of-mouth, also shows the relevance 
of word-of-mouth (WOM) in an online context.This 
study shows that WOM Intensity has a significant 
effect on Trust.  
Moreover, there are many competitors in online 
shopping environment, and online retailer companies 
have noticed that retaining the customer instead of 
attracting the new ones is very beneficial to get 
higher profit. 
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