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ABSTRACT

Through Web-based consumer opinion platforms, the Internet enables customers to share their opinions on, and
experiences with, goods and services with a multitude of other consumers; that is, to engage in electronic word of-
mouth (e-WOM) communication. We think that eWOM can be decomposed into four factors: the communicator
(sender), the stimulus (message), the receiver, and the response. The role of the four key elements path constitutes
the difference of eeWOM and WOM. This effect path is different according to the different e-commerce mode: Share
Comments Model, Opinion Leaders Model, Group-buying Model. Completely Free of Charge, Promotion
Srategies, Cooperation with Banks, and the three strategiesis the key factor of the e-WOM. Credit rating of Taobao
solves the problem of quality and sufficiency of the information. They have feedback mechanism to let buyers
evaluate the eeWOM after reading it.
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1. INTRODUCTION

Word-of-mouth (WOM) communication is a non-commatgcinterpersonal dialog about a product, brandesvice
between consumers. With the growing popularitydfree shopping and social networking, it is moreenient to
share their viewpoints online. Just like the wofadnmuth in the real world, the electronic word obuth (e-WOM)
exists in the virtual community and plays more amore important role in consumers’ daily life. It pacts the
reputation of a product and buyers purchase dexdsit could even be used as tools of e-marketingdmpanies.
So we would like to explore the factors influencthg adoption of e-WOM, and how people digest tiierimation
contained in the online reviews.

This research provides some insights and implinatio the path of influence of e-WOM on consumerchpase
intention .The structure of this article is asdalk. Part 1 is the Literature review. Part 2 esthbl a framework of
analysis of e-WOM. Part 3 further discuss the mpditimfluence between the four Elements. The lastawalyze the
Taobao case using our framework.

Traditional word-of-mouth (WOM), which was origitaldefined as an oral form of interpersonal non-owercial
communication among acquaintances (Arndt, 1967H3s evolved into a new form of communication, nigme
electronic word-of-mouth (e-WOM) communication. Gamers imitate each other following a social oaximus
learning paradigm (Hawkins, Best and Coney, 2004[#]t perhaps more importantly, they also tallkeash other.
The Internet has provided consumers with increaspmprtunities to participate in WOM activities diugh various
communication channels, such as online forums,shlogview sites, and social networking sites. Aditay to the
WOM Marketing Association (2011), 59 percent of Aioans believe that offline WOM is more credibleaith
online WOM. The number of online consumer reviewas teached 116 million and it is still on the ieeMarketer,
February 2009). Meanwhile, 83 percent of Interm&tppers in terms of informational behavior, repirtieat their
purchasing decisions are based on online prodwiuations and reviews (Opinion Research Corporatioty
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2008). Consumers still prefer and trust tradition®M more.

Researchers have adopted various research appsoacheestigate the e-WOM phenomenon. Indeed jestush
the impact of e-WOM communication can be classifigd two levels: Market-level analysis and Indival-level
analysis (Lee and Lee, 2009[3]). At the marketdaralysis, researchers focused on market-levelnpeters (e.g.,
product sales). This line of studies used objeqtaael data (e.g., the rate and the valence ofucoes reviews)
extracted from the websites to examine the impaet-WOM messages on product sales (Chevalier angkziiia
2006[4]; Dellarocas, Zhang, and Awad, 2007[5]; D@nand Whinston, 2008[6]). At the individual-lewaialysis,
researchers postulated e-WOM as a process of mdrsofiuence, in which communications between a
communicator (sender) and a receiver can changeetteiver's attitude and purchasing decision (Kézc&nd
Cowles, 2001[7]; Park and Kim, 2008[8]; Cheung, La&ed Thadani, 2009[9]).

Many studies have investigated the working medmasiof e-WOM (Henning-Thurau and Walsh, 2003[1@]the
internet context, although the sender and the veceif a message are often not known to each atmemessage’s
trustworthiness should have significant influenceeaWOM effect as on traditional WOM (Senecal arahteél,
2004[11]). Brister (1990)[12] also thought thatcg#rexpertise comes partly from one’s own experieamzk partly
from one’'s own knowledge, when the sender exhibigh expertise, the receiver will think the provde
information will be more correct, and hence thecpase decision will more likely be influenced bg thformation
senders convey. Gilly et al (1998) [13] also dismed that the sender’'s expertise affected posititred receiver’s
purchase intention. Arndt (1967) [1] found that WQiekers are selectively exposed to WOM messagksran
more predisposed to such messages. Consequentlly] Wessages have more influence on the purchassialeci
of receivers more actively seeking information.sTWas confirmed by Bansal and Voyer (2000) [14}thka context

of internet communication, according to Bickart gchindler (2001) [15], the reason why interneiufos can
attract consumers to browse/search for productrimition and affect consumer’s purchase behaviorentioan
corporate web pages is because consumers beli@renation obtained from internet forums is moredipée than
that from corporate web pages, and hence is mareirging and persuasive. They also pointed out tthatreason
why information content provided by internet forwmntributors is more trustworthy is because mostrdgutors
have their own experience about products/servibes, information seekers and receivers will not éeenpelled to
recommend or receive manipulated information. Naayadusing Web 2.0 tools such as RSS (Really Simple
Syndication), blogs, Social Collaborative netwogkifPodcasting and online video, Massively Multiglayonline
Role Playing Game, Tagging, Mash-ups, and Wikiexpress one’s own experiences are widespread &Sigal
2007[16)).

Recent studies related to e-WOM have examined nodrihie factors and effects of e-WOM, including fast
influencing e-WOM intentions and the impact of tedVOM affecting the consumer decision-making preces
(Okazaki, 2009[17]; Predergast et al., 2010[18]Alhough many factors have been investigated irioua
disciplinary areas, including tourism, marketingformation systems, and advertising (Park and @re2011[19]),
few researchers have integrated these investidattors to develop a more comprehensive understgrafithe e-
WOM mechanism.

2. FOUR ELEMENTS FRAMEWORK ANALYSIS

According to the traditional communication theoriglsere are four major elements in social commuiuna
including the communicator (sender), the stimuliegsage), the receiver, and the response. The coicatar
refers to the person who transmits the communicatidhe stimulus refers to the message transmitiedhé
communicator. The receiver is the individual whepenses to the communication. The response is noathe
communication by the communicatee.

1. Communicator

The communicator refers to the person who transmhies communication. e-WOM includes companies and
consumers, but WOM only covers the consumers. Ao, companies also hope to participate in thenenli
community to have their own voice heard. Compamhiegan to participate in the e-WOM directly throutie
network communication. Although so far, not all sudtempts are fruitful. For most companies, howuoceed in
the online community platform to share and makaer theices heard is still in learning and gropingge. Any
consumer can reach and exchange product informeadithna vast and geographically dispersed grougtr@ingers.
This could raise receivers’ concern about the biktji of the reviews.

2. Receiver

The receiver is the individual who responses todfyvamunication. The actual impact of the informatieceived
may vary person to person. The same content carndeg very different responses in different recifse
depending on the recipients' perceptions, expegiesed sources. Based on the framework which Blafasanian
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and Mahajan (2001) [20] provided, Focus-relatetityfis the utility the consumer receives when addvalue to
the community through his or her contributionsalWeb-based opinion-platform context, such contidims would
include providing reviews and commentary on proslustd services of interest to other community membkghis
utility is based on the assumption that “addingiealto the community is an important goal of thdivwidual.

3. Response

The response is made to the communication by ¢éherwnicatee. In the e-WOM communication studiestofs
related to a receiver's psychological state, s@chuachase intention, attitude, information adaptiand trust, are
the most commonly investigated outcomes (responsésp-WOM communication. Based on the WOM
communication literature, we have identified twanciete motives that are associated with approvhtyutself
enhancement and economic rewards. The self enhantemotivation is driven by one’s desire for positi
recognition from others. In the context of a Welsdzhopinion platform, this may take the form ofrgeviewed as
a consumption expert or intelligent shopper by otoasumers.

4. Stimulus

The stimulus refers to the message transmittechéycommunicator. The valence (positive, negativeneutral),
volume (the quantity of the information), and rgtiof WOM communication, have been receiving a faattention

in recent investigations. Furthermore, it is poesitbonsumers’ articulations on Web-based opiniatfptms are
instigated with the hope that platform operator agtively support consumers in solving their desbs. When e-
WOM communication transmitted via Web-based conswmp&ion platforms is forwarded to companies by
platform operators, such communication gives coressnthe ability to express dissatisfaction with Ibmancial
and psychological risk. In this sense, platformrapigs are viewed as an advocate for the consupaghaps
replacing other third-party institutions

3. PATH OF INFLUENCE BETWEEN THE FOUR ELEMENTS

Four elements based on the pattern of participadimh information transfer in different ways candieded into
two kinds of main mode: share comments and opiteéaders.In two modes, the scope of the four elements play
different roles, and the dominant factor are nahesabut both has a direct positive effect on corsupurchase
behavior.

1. Share Comments Model

Iresearch survey data show that functions usetlarsocial shopping site commonly used are browg8g3%),
followed by share (60.6%), like (55.2%)) and comise(b4.1%). Thus, in addition to browse information
interaction is also common activities in the socammon shopping website .The most important chaionehis
kind of interaction is e-WOM.

In the share comments model, the communicatoil iscalsumers who participate in shopping. This kifidroad
consumers provides the guarantee about the qudltthye goods. Consumers' evaluation provides tloglgguality,
logistics, and other information for potential brgeelt plays the role of a third party assessmEant. instance, at
mushroom street site, it appears in the form ofupés waterfalls flow sharing of goods and the wser choose
"shopping” form of community and browse interestgaods. The key of this model is the credibility of
Communicators. Some people are not real consumerfuat give lots of positive reviews on the ohjeztproduct
for the benefits of the company to mislead potértigyers. It is purely an occupation. The Receigemainly
potential buyers. Commodity buyers are unable tsepke the product by themselves, only through a
communicator's comments to determine the credibditmerchants and the status of goods, which esdsatheir
confidence in the good. Although the receiver eatonm the goods after the receipt, it no doubtdéases the cost of
the receiver. In this mode, the response is thenoemts which the potential buyers write after pusitg goods
according to the actual situation on the web dliese reviews also provide information to otherdray When
information is enough, it can form the reasonablalwation of this commodity. Stimulus depends ote si
management, the transfer process can set up neulliptlits, and the Authenticity and reliability playvery
important role for the effective information.

In this mode, consumers can find peer consumev&ws on the product through the evaluation to dieevhether

to buy and can also comment their real feels abieitproduct after they have received it. At pressharing

comments is one of the main mode of e-WOM, thi® ats the inevitable result of the electronic comoeer
development. In China, dianping.com is one of tipéchl website which shares comments as a busimesdel. The

successful website also includes douban.com. Thesiteecollects customers’ comments as material efchants

credit evaluation. The data is very important foral and medium-sized businesses which are lagkeofonal

credit evaluation in China. The relationship ofrfelements shows Figure 1:
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Communicator

b

Stimulus I Response

Receiver

Figure 1 The relationship of four elements in Shar€omments Model

2. Opinion Leaders Model

Consumer behavior theory has shown that in thewnas purchases, when there is no specific imitatruglel,
consumers are rarely fully affirmed their attittdegoods. Consumers will arouse their strong desimnitate when
someone offers its specific mode to form a posiattude. The key is to find the opinion leaders of e-WOM.
Enterprises find out the opinion leaders in accocgawith the specific circumstances of product regrind then
the opinion leaders give comments and use thdurdnte to persuade more people to buy the product.

In this mode shown in Figure 2, the communicatoesogpinion leaders. They accumulated reputaticotlier areas,
or establish a reputation in sharing mode and rtimeince other commaodity buyers. Opinion leadesi®ments can
be risky which depends on personal reputation. W/edm is the typical example, which uses celeleffect to

attract a large number of users. Receivers arentigses of users, including registered and unregisigsers. It is
important to note that the Receiver is not just \wiéé users in this mode, opinion leader's pointiefv can also be
followed by the traditional media for some hot issuThis brings more widespread, more efficient roomication

effect. The negative information can also be ablspread and can be inevitable ruin the reputaifaine goods.
Response is more complex than sharing mode, iortliee shopping decision area, the response ofeaer is to
follow up to purchase goods or to share informatibime response can has further effects such asaal sssues,
through the traditional media, on public opiniomda@ven drawing attention from government departmiestimulus

is more complex, the ways opinion leaders to contrizenot just confined to the network, also inclsidelevision

interview, published works, etc.. These ways wilé an effect to the receiver. But sometimes, opitéaders’
opinion is not neutral and objective for commerdmérests and in the process of sharing, recei@sraunable to
determine the authenticity of information.

Communicator

Stimulus ! Response

Receiver

Figure 2 The relationship of four elements in Opinbn Leaders Model
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3. Group-buying Model

Group-buying, as a new type of electronic commenoele, is rapid popular among consumers. The groyp,

absorbing significant group interaction and confitynbecome one of the important channels of e-WONMclv

spreads influence on consumers’ behavior. The gbaying model in social e-commerce mainly incluffleedom
group and business group. Freedom groups form ghreome platforms, community for instant, wheresctoners
are interested in the same product get togethesinBss group is organized by a seller or othernegsi
organization. This buying behavior may be initiatgdthe group purchase website or commodity selleisan be
regarded as a new form of promotion. It is impadrtennote that with the rise of group-buying weésjtthese
groups begin to gain more powerful effect on paatustomers.

In the group-buying model shown in Figure 3, cominator can be businesses, consumers, or profesgjooup
purchaser. The information of the products normaligludes the price, the performance and so no ¢etrthe
requirements of the potential buyers. Receiversvamly potential buyers, whose purpose generally & specific
point. The Response is a final consumer behavidrthe response of feedback channel is limited. Btimis
unitary, mainly to satisfy the consumer a particalspect of utility. The transmission route carvhgable, such as
widely popular group-buying websites, televisiodyertising, holiday promotion form. The biggest &dweristic of
this pattern is that it is an one off thing. Theww purchase behavior is over after the transnridsahavior. Now
browsing group-buying websites, anticipating inugibhg group can be a daily behavior for customirs critical
to get support and cooperation from the vendergHergroup purchase. In the current group purchasge, the
price is the most sensitive to consumers.

Communicator

A

Stimulus : Response

Receiver

Figure 3 The relationship of four elements in Groupbuying Model

4. CASE STUDY: TAOBAO CASE

In May, 2003, Taobao website was established byihgest commodities trading site-Alibaba whichdsted one
hundred million, and it provides a great platforar millions of Chinese people who prefer do shogpimline,

based on Alibaba’s market experience and servipalikties of BtoB (business to business). Taobaiit Ibhe

leading domestic net-market and the personal tcliosanet-community, by its flexible operating teadt also
provides online business services to millions ofrbers in the world. Taobao had become the largesintimerce
trading platform in China and became the largesbi@merce shopping centre in Asia, and it has infted the
whole industry, even the entire Internet. As shdsem the Statistics in China National Network Infation Center
(CNNIC) 2008, the Transactions volume of Taobao feashed 99.96 billion Yuan, with an increase EHtd31

percent over 43.3 billion Yuan in 2007. Up to 201He transaction volume reached to almost 400ohillYuan.
Taobao is one of the typical uses of Share Comniatiel. The several key factors are caught e-WOWrades.

1. The strategy of Taobao

Completely Free of Charge Strategy. At the begigniTaboo told vendors that it did not chargergtfees and
transactions fees in the first three years. Pragidiee services is the key to gather popularitg ishort time and
attracts amount of sellers and customers. In dmleompete with eBay China, Taobao provided fregises. As a
result, it successfully replaced the position ofgEhina to become the biggest retailers in C2Ckatplace in
China in only 2 years. To maintain the status adid, Alibaba announced that Taobao will contirugiag free
model for next 3 years in October, 2005. On Octd)e2008, at a news conference, Taobao announcszhtmue
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its free charge strategy.

In the free mode, the communicator mass influx ples plenty of customers which is essential tohfrtattract a
large number of high quality shops. Taobao promot@dment to store level, so that the receiver regice cost of
access to information, forming the virtuous circle.

Promotion Strategies. Due to the specificatioisbfS, a large number of small-sized and medium-s&zied lost
the profits to some extent. Therefore Taobao puedisements in these sites at a lower cost. Betwgwil 2004

and April 2005, Taobao announced strategic allianeigh Chinese Internet portal 21 CN, Sohu and M&iKal.

The alliances establish long term win-win cooperativith each other. But Taobao is not satisfiederently years,
it depends on commercial movies and famous TV pmogio expanding the reputation. The influences etlim
makes Taobao receive a good marketing effect. Piom&trategies enrich the variety of the respomse also
improve the quality of the response. In view of #tiedy of Taobao shows that, e-WOM adoption madldgends
on the argument quality message senders can pr@asdeell as the source credibility receivers pgsm{Chen Di,
Wang Luwen,2012[21]).

Cooperation with Banks. Taobao and Zhejiang brasfchCBC (the Industrial and Commercial Bank of Gijin
signed a comprehensive economic cooperation agrgeomeOctober 27, 2003, which is used to protectires

defaults and deceives. The cooperation puts thk ioam the place of intermediary with network angt@nmerce.
The service not only increases the confidence sforners on a creditable payment and settlemenglbatgives a
convenient way for vendors to receive payment twrdy and saves their time and energy.

2. Credit rating

It shows that sufficiency, accuracy and validite all significant antecedents to affect the pemgiargument
quality. If the reviewer could provide more suféint information to support his or her argument, pleeceived
argument quality will be higher. The reason is ftifidduyers could get plenty of information from opece of e-
WOM, the argument will be a well-founded argumenthte message receiver. Only by applying acclgaiOM
can the reviewer create a high quality argumenhéoreceiver. If some of the information in thewargent is false,
the receiver will take it as a low quality argumewméen though the argument conclusion is right.

Credit rating of Taobao tries to solve the problefiperceived credibility of the reviews by providieredit ratings.
The buyer’s Credit Evaluation is shown in Table 1:

Table 1. Credit rating of Taobao

Buyer's Credit Evaluation Symbols
1 Heart 4 to 10 credits v
2 Heart 11 to 40 credits ve
3 Heart 4 1to 90 credits Yyee
4 Heart 91 to 150 credits YyeVYeV%©YS
5 Heart 151 to 250 credits vYyVYyVVOYS
1 Yellow Diamond| 251to 500 credits
2 Yellow Diamond| 501to 1000 credits
5Yellow Diamond | 5001to 1000 credits
1 Red Crown 10001 to 20000credits w
2Red Crown 20001 to 50000credits v w
5 Red Crown 200001 to 500000credits L
1 Pink Crown 500001 to 1000000credits i
2 Pink Crown 1000001 to 2000000credits i
5 Pink Crown More than10000001 credits W W W W W

Taobao also established the seller's Credit Evalnats shown in Table 2
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Table 2. The seller’s Credit Evaluation

Seller’s Credit Evaluation Symbols
1 Heart 4 to 10 credits v
2 Heart 11 to 40 credits Ye
3 Heart 4 1to 90 credits YVYe
4 Heart 91 to 150 credits YV VY
5 Heart 151 to 250 credits YV VeVYeVY©YO°
1 Blue Diamond| 251to 500 credits @
2 Blue Diamond| 501to 1000 credits T P
5 Blue Diamond| 5001to 1000 credits PP PP P
1 Blue Crown 10001 to 20000credits w
2 Blue Crown 20001 to 50000credits L
5 Blue Crown 200001 to 500000credits| W W W W W
1 Gold Crown 500001 to 1000000credit$ -]
2 Gold Crown 1000001 to 2000000credits ee
5 Gold Crown More than10000001 credits & & & & &

Taobao members can evaluate the credit of tramsaptirtner after finishing each transaction throligifubao”
payment platform. The comments include “positivieieutral” and “negative”. If “positive” the partnevill get one
score (credit); if “neutral” then zero; if “negadiVa negative one score will be receive. Both bsigerd sellers have
to pay attention to their credits, because thd wlits are divided to 20 ranks with particulaarkin each rank,
and these marks are displayed beside their usemamg no doubt that the traders with higher ltotadits (score),
receive more trust and more partners, thereforemansactions and profits.

CONCLUSION

In the process of the development of electronic mence, the action mode of e-WOM has been more aom@ m
attention, this article analyzes the four key eleta®f e-WOM: the communicator (sender), the stimmessage),
the receiver, and the response. The role of the Key elements path constitutes the difference-@f@M and
WOM. This effect path is different according to tiéerent e-commerce mode: Share Comments Modgahién
Leaders Model, Group-buying Model. In the case abFao, when the administrators design their systémey
could have a feedback mechanism to let buyers atathe e-WOM after reading it. By this way, theiea/s with
high degree of sufficiency, accuracy and validitil Wwave a highly rated score, and the buyers ¥&il more
convenient and time-saving when browsing the resieMoreover, if the tie with the reviewer is strorthe
expertise of the reviewer is high, and the prigpegience is perceived to be good, the e-WOM wilrégarded to
be more credible.

The limitation of this article is that it is noteleconometric analysis on the mechanism of acfi@awOM and just
describes how to use this kind of mechanism foriness model design using Taobao case. In the dencre
discussion, it didn't get in-depth discussion orclna@ism of dynamic and what factors may affectettvgOM paths.
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