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Abstract

Nowadays, the internet has become a suitable platform for the trade of products and services. Online
shopping transactions are carried out without face-to-face contact; thus, various factors can affect customers’
purchase intentions. In addition to aesthetics and ease of use, trust is a critical factor which allows customers to
choose an online store. Online merchants need to find ways to keep trusting customers satisfied and loyal. This
paper investigates how customer loyalty can be created and/or enhanced in online shopping. The statistical
population of the study includes the customers of several online stores in Iran. Data collection is carried out
using a questionnaire. The results indicate that information security and website performance influence e-
service quality both positively and directly. Also, responsiveness, compensation, and contact positively
influence e-recovery. E-recovery has positive impact on e-loyalty, which in turn significantly affects online
repurchase.
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1 Introduction

Throughout history, human beings have conducted various types of exchanges to meet their needs. Technological
advances allowed the creation of virtual communities, wherein individuals are able to make transactions of similar
settings. Typically, members of virtual communities are not acquainted as they are only connected through
information technologies [31], [60], [65]. Virtual communities are commonly used for the exchange of information,
discussion, and entertainment among others. Over the past two decades, virtual communities have also been used
to trade services and products [13]. This type of trade, conducted over the Internet through the exchange of
electronic data, is known as Electronic Commerce (EC) [24]. With advances in technology, modern trading activities
have become increasingly efficient. However, the role of trust is more critical in EC.

By establishing trust in online environments, customers are encouraged to adopt online shopping [62]. Loyal
customers generate lasting revenue and profits for a business and reduce the costs associated with acquiring new
customers. In order to entice customers to return, the company needs to keep them satisfied by providing attractive
services and offers, which can be achieved through high-quality service. Furthermore, companies need to formulate
strategies to compensate for deficient services and eliminate their shortcomings so that, despite receiving poor
service on some occasions, customers remain with the company. Studies show that quality of service leads to
customer satisfaction [20], which in turn results in loyalty [34], [42], and repeat business.

Considering an online shopping content, in this study, we examine the role of service quality and quality
improvement in customer acquisition and retention. Providing better service quality increases customer satisfaction
with an online store, which results in repeat business as well as customer loyalty [3]. This paper aims to investigate
the impact of e-service quality and e-recovery, which refers to the reaction of a company to a service failure [26], on
customer loyalty in online stores. In doing so, as a first step, existing literature was reviewed to find relevant models
and indices. Then, by conducting a field study and using expert opinions, the indices were adjusted and adapted.
Thereafter, the required data were collected using a questionnaire. For data collection purposes, the questionnaire
was distributed among 50 members of the studied population. Finally, the collected data were analyzed. This paper
employs partial least squares-structural equation modeling (PLS-SEM) to determine model fit and test the postulated
hypotheses. The fact that online shopping is a recent phenomenon in Iran and its culture is in the developing stages
limits our study on topic. The findings of our study as well as those of other studies are quite valuable in that they can
be used to increase sales and customer loyalty in online stores.

This study is expected to provide contribution in form of better explanation of the role of e-service quality and e-
recovery in behavioral customer loyalty in online shopping among Iranian consumers. In this paper, we developed a
novel measure which is different from those proposed by Parasuraman [50]. The measure is more concise and can
prove effective in online studies.

2 Literature Review

Although quite a large body of literature has been devoted to both online and offline loyalty, studies that focus on the
role of online services, especially quality and recovery of services, in enhancing loyalty and improving online
repurchase intentions are scarce. In the following, a number of studies similar to this paper are briefly reviewed.

Lin and Sun [42] presented an integrated model of factors that influence satisfaction and loyalty in online shopping.
The study had four major findings: (1) Customer e-satisfaction has a significant positive impact on customer e-loyalty;
(2) E-loyalty and e-satisfaction are both directly influenced by technology acceptance factors; (3) Website service
quality has a direct positive impact on both e-satisfaction and e-loyalty; and (4) Specific holdup costs - defined as
“particular intangible and tangible assets made in the course of the buying and selling” [12] - can positively influence
customer e-satisfaction and e-loyalty. A sustainable loyalty model for customers of e-retailers was proposed by
Hamidizadeh et al. [30]. All of the studied variables, namely trust, secure payment, perceived value, customer
satisfaction, customization, ease of purchase, brand credibility of the website, and interactive purchase, were found
to be significantly related to loyalty. Furthermore, Seyed Naghavi and Shakiba [57] devised a model for identifying
the factors that affect the process of loyalty formation in online stores. They concluded that e-satisfaction, online
store quality, and e-trust are among the most important factors that influence customer e-loyalty. Attafar and
Mansouri [4] designed a model for improving customer loyalty among customers of online stores. The authors
argued that improved customer loyalty is a key indicator of sustained success for online stores. A total of 21 factors
were found to influence e-loyalty, which can be divided into three categories: customer service, website design, and
trust.

In a study on the impacts of e-service quality and e-satisfaction on e-loyalty in online banking, Ariff et al. [3]
demonstrated that system availability, privacy, responsiveness, and website aesthetics impact e-service quality in
the banking industry. These factors in turn influence e-loyalty and e-satisfaction. Moreover, e-service quality and
perceived value have been shown to be related to loyalty in e-retailing [67]. Investigating the relationship between
trust and online repurchase intention among tourists in Malaysia, Razak et al. [52] found that online trust affects
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repurchase intention in the tourism industry. Lee et al. [38] studied two types of trust in virtual communities to
differentiate their user acceptance processes by using the Technology Acceptance Model. The study provides an
understanding of the kind of trust that virtual community managers need to develop to induce members to use their
sites more, so they can manage the communities more efficiently.

Satisfaction literature strongly supports the idea that increased satisfaction with a service encounter leads to an

increased propensity to return to the same service provider. Khan et al. [35] studied the factors affecting satisfaction
and repurchase intentions in online stores. Customer satisfaction was found to be dependent on customer
perceptions as well as the online store experience. According to the results, a total of seven factors (i.e. price, ease
of purchase, product information, return policies, financial risks, product risks, and delivery risks) significantly impact
customer satisfaction and repurchase intentions in online stores. Hsu et al. [33] studied the relationship between
richness of information and satisfaction of participants in online communities. The results indicate that richness of
communication channels and completeness of information lead to trust and satisfaction of participants. Cristobal et al.
[15] found that perceived quality is a multidimensional construct consisting of web design, customer service,
assurance and order management. Perceived quality influences satisfaction and satisfaction influences consumer
loyalty. Moreover, no differences in the conclusions were observed if the total sample was divided into buyers and
information seekers.

In Iran, online shopping is a relatively new phenomenon. Thus, many aspects of the field have received little
research attention. Furthermore, prior works in Iran and other countries (e.g. [30], [42], [58]) explore factors that drive
online shopping and influence customer satisfaction; however, this paper concerns the impact of online services,
including service quality and improvement, on customer loyalty and online repurchase intentions in an Iranian
population.

3 Theoretical Background

In this section, existing literature is briefly reviewed by defining virtual communities. Then electronic loyalty and its
constituent components i.e. e-service quality and e-recovery are described without going into much detail. In addition,
an overview of online repurchase intention is given.

3.1  Virtual Community

Recently, research interest in the concept of virtual community or social networks has increased. A virtual community
is defined as a group of individuals with shared interests and activities who communicate for a certain amount of time
over the Internet through a common location or mechanism [53]. In another definition, a virtual community refers to a
set of individuals, not bound by geographical, physical, or ethnical limitations, who communicate through electronic
means to share interests [54]. Virtual communities enable users to conduct business activities through the Internet
for instance to buy and sell goods and services. This ability has attracted considerable attention. Firms that are
involved in this type of business are known as EC companies. By identifying the factors that drive customers to
websites, retention rates can be increased. EC entrepreneurs encourage users to remain on their websites for longer
durations since they play a critical role in the marketing of the website [38]. This is because, in addition to making
further purchases, engaged users talk about their purchases with other customers on the site, discuss promotional
banners, give product recommendations [51], and persuade other patrons to shop on the website, which will
ultimately increase profitability.

3.2 E-Trust

In offline contexts, trust has been extensively studied since the 1950s [14]. The topic has been explored in a variety
of fields including philosophy [32], sociology [55], natural sciences [16], management [46] and marketing [22]. Thus,
collectively, there is ample literature on the topic of trust.

Definitions of the concept vary greatly. However, Luhmann seems to present the most descriptive and
comprehensive definition. According to the author, trust is a solution for risk [43]. The notion of online trust augments
existing knowledge on trust with other valuable findings. Essentially, trust results from a set of safe beliefs. The e-
commerce context includes a large number of factors, which may influence customer trust, and the concept is a
critical determinant of accepting e-commerce development [64].

3.3 E-Service Quality

E-service quality is an important topic in the field of marketing. Electronic services are based on mutual flows of
information between customers and service providers, making them different from traditional services. High-quality
Internet services have numerous advantages and may lead to efficiency and benefits [9], [19]. Providing online
services is now more critical than ever for retaining customers. The sense of loyalty instilled by the exceptional level
of services provided by a company persuades customers return to a website. By giving high-quality electronic
services, firms can gain competitive advantage [49]. Service quality greatly affects customer satisfaction [1].
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Moreover, improving service quality with the objective of satisfying and retaining customers is a serious challenge for
many companies [40]. Studies indicate that quality of electronic services is dependent on two factors: (1) security
and confidentiality of information and (2) website performance. Customers expect adequate performance and
information privacy from an EC website [50]. Table 1 presents the factors influencing the dimensions of these two
factors. It is notable that Parsuraman’s approach is different from ours. Our initial exploratory factor analysis revealed
that the dimension and its corresponding items are distinct from service quality (as in Durmus et al. [19]). However,
our findings do not contradict those of Parsuraman; rather, the two sets of findings tend to complement each other.

Table 1: Dimensions of e-service quality

Variable Dimension Factor Reference
. Keeping information about online shopping behaviors secure.
Information - —— -
. Keeping customer banking information secure.
Security &

Strong commitment to on-time delivery

Confidentiality

E-Service Preventing customer information from being shared with other websites. Durmus et al.
Quality Simplifying the process of finding products on the website. [19]

Website The ability to quickly conduct a transaction.

Performance The ability to easily browse a website.

Structure and organization of information on the website.

Based on the literature, the following are hypothesized:
H1. Information security positively influences e-service quality in online stores.

H2. Website performance positively influences e-service quality in online stores.

3.4 E-Recovery

E-recovery refers to the reaction of a company to a service failure [26] in order to ease dissatisfaction and ultimately
retain customers [47]. Companies need to find ways to make dissatisfied customers happy. Minor and ineffective
improvements only lead to recurring dissatisfaction among customers. Furthermore, such incidents cause customers
to share negative word-of-mouth, revealing the shortcomings of the organization to competitors [39]. Also, if asked to
provide feedback immediately after a bad service experience, most customers give very low ratings [45]. Therefore,
in order to be effective, recovery measures need to be supported by senior management. Although companies strive
to create long-term relationships with their customers, service failures and the subsequent attempts to improve
shortcomings may deeply affect customer satisfaction and the quality of their relationships with the organization.
Therefore, service quality may be claimed to significantly affect customer satisfaction [19], [67]. A survey of literature
indicates that e-recovery is influenced by three factors: responsiveness, compensation, and contact. In order to have
the damages incurred by service failure, at least, partially compensated, customers expect companies to provide
services in each of the mentioned areas. Table 2 details the dimensions of each factor.

Table 2: Dimensions of e-recovery and factors influencing them

Variable Dimension Factor Reference
Providing adequate alternatives for returning products.

Providing acceptable information on how unsuccessful transactions are handled.
Responsiveness Offering good guarantees.

Handing product returns well.

Taking care of potential problems.

— —= - - - Durmus et al.
E-recovery Providing compensation in case the ordered items are not delivered on time. [19]
Compensation Collecting items that need to be returned from the customer’s home or business.
Providing compensation in case of problems.

Having customer service representatives available online.
Contact Providing the ability to directly speak to a live person in case of any problems.
Providing a contact number to reach the company.

Thus, we present the following hypotheses:

H3. Responsiveness positively influences e-recovery in online stores.
H4. Compensation positively influences e-recovery in online stores.

H5. Contact positively influences e-recovery in online stores.
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3.5 E-Loyalty

Loyalty in fact refers to having a positive attitude toward a product or brand, which induces supportive behavior from
the customer. Attitudinal loyalty is essentially customer commitment and trust while behavioral loyalty is grounded in
repeat purchases. In this paper, loyalty refers to behavioral loyalty [21].

With the unprecedented growth of EC, the notion of e-loyalty has turned into a major challenge for many virtual
communities. E-loyalty refers to desirable customer attitudes in EC, which lead to repeat purchases [56]. In other
words, e-loyalty is the customers’ favorable attitudes toward an electronic business, resulting in repurchasing
behavior [56]. The emergence and development of Business to Customer (B2C) EC has intensified the need to
establish a context of trust in a website. Many B2C models stress the need to find adequate numbers of customers
before gaining lifelong benefits from each of those loyal customers [62]. In general, loyalty leads to satisfaction;
however, satisfaction does not necessarily ensure loyalty. Thus, an asymmetric relationship exists between the two
[3]. Since unsatisfied customers have an array of choices, the phenomenon is exceedingly important in online
shopping centers. In other words, unsatisfied customer can easily go to competitors for their needs; therefore, it is
crucial for any company to satisfy its customers and make them loyal. Studies show that customers with positive
attitudes toward a brand tend to remain loyal [5]. E-loyalty is a main variable in this study, which is composed of
several dimensions. Subsequent to reviewing extant literature on the topic, in this paper, the indices of e-loyalty by
Parasuraman [50] were used, as shown in Table 3. A survey of literature shows that customer loyalty in online
shopping is impacted by a number of factors. In this paper, e-service quality and e-recovery [19] are studied.

A variety of other factors, including Internal Measure of service quality (INTQAUL) [10], (Extended Web Assessment
Method) EWAM [28], and Site Quality (SITEQUAL) [66], influence e-loyalty. However, the nature of this study does
not call of their application. After reviewing available literature and the different scales on the topic (e.g. [19], [10]),
less significant dimension were eliminated. Since Iranian populations tend to ignore long questionnaires, thus, only
the most important dimensions were retained. The mentioned items such as technology readiness, the unified theory
of acceptance and use of technology (UTAUT), e-commerce acceptance and usage, and task-technology fit
combined with technology acceptance model (TTF-TAM) are obtained via exploratory factor analysis and expert
opinions about online stores are also applied. Furthermore, overlap is also observed in some previous studies and
this is due to the inherent characteristics of social science studies. We also used discriminant validity to reduce the
overlap, which is evident in the findings.

Table 3: Factors influencing e-loyalty

Variable Factor Reference
Encouraging friends to use a website

Recommending the website to others.

E-Loyalty Saying positive things about the site to others.

Considering the site to be the first choice for future purchases.
Doing more business with the site in upcoming months.

Parasuraman
[50]

Based on these observations, we hypothesize:

H6. E-service quality positively influences e-loyalty in online stores.

H7. E-recovery positively influences e-loyalty in online stores.
3.6 Online Repurchase Intentions

Many studies have considered online repurchase intention, which can be defined as a customer’s decision to
purchase a product or service from the same company [52]. It may also refer to the act of buying new services from
that company. Repeat business leads to success and increased profitability for online vendors. Recently, customer
retention has attracted significant attention because it represents a competitive advantage. A number of studies
focus on variables that determine repurchase intentions. The construct expresses the desire to make recurrent
purchases [52]. Quality of experience, shaped by past experiences as well as the quality of purchased products
and/or services, is extremely important for online customers. According to studies, repurchase intentions in the
context of online shopping can be evaluated using a number of factors, the most important of which are perceptions
of product information, payment methods [8], issues pertaining to delivery [44], service provision, risk, security,
privacy, personalization, requests for reconsideration, transportation [64], and entertainment [41]. Thus, the following
hypothesis is postulated.

H8. E-loyalty positively influences online repurchase intentions in online stores.

Based on the objectives and hypotheses of the research, the model in Figure 1 is proposed.
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Information
Security

E-service
Quality

Website
Performance

Online
Repurchase
Intention

Responsiveness

Compensation

Figure 1: Research model

4 Materials and Methods

The present study is a survey with applied goals. It was conducted between February and August of 2015 on a group
of Iranian online stores offering various goods and services. Through desk research (i.e. information sources such as
books, journals, papers, and online scientific databases), the required information for identifying the variables of the
study were collected and extant literature was reviewed. A questionnaire, developed by the authors, was used to
assess the relationships between the variables. Face validity of the instrument was confirmed. In developing the
guestionnaire, theoretical background of the study was reviewed and necessary indices were identified. Thereafter,
several university professors and subject area experts were asked to review the developed questionnaire and their
comments were then obtained via separate interviews at their offices. The relevant issues pointed out by the experts
were applied to increase the clarity of the questionnaire and improve its contents. Furthermore, in order to
demonstrate reliability, Cronbach’s alpha was calculated, yielding values greater than 70 percent for each of the
variables, as shown in Table 4 [48].

Table 4: Reliability coefficients

Variable Cronbach's alpha
Information Security 0.74
Website Performance 0.87
E-service Quality 0.81
Responsiveness 0.73
Compensation 0.77
Contact 0.80
E-recovery 0.77
E-loyalty 0.88
Online Repurchase Intention | 0.91
Total 0.83

The statistical population includes customers of various Iranian online stores, of which a random sample was drawn.
Stratified sampling was conducted and sample size was determined using Partial Least Squares Structural Equation
Modeling (PLS-SEM), yielding 50. A frequently used rule for setting a lower bound on sample size was proposed by
Barclay et al. [6]. According to this rule, minimum sample size for PLS equals the larger of the following: (1) ten times
the number of indicators of the scale with the largest number of formative indicators in the measurement models of
the research model, or (2) ten times the largest number of structural paths directed at a particular variable. As shown
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in Table 2, responsiveness and e-loyalty have the largest number of indicators i.e. five. Thus, using the first part of
the rule, minimum sample size equals five times ten or fifty. E-loyalty has the greatest number of paths i.e. four; the
second part of rule suggests that minimum sample size equals four times ten or forty. Comparing the two numbers,
the larger one, i.e. 50, is chosen as a lower bound for sample size. For data collection, the developed questionnaire
was used in a real online store and visitors were asked to participate in the survey. A total of 80 questionnaires were
completed by the users; however, 50 sets of answers were used for analysis purposes.

Table 5 summarizes the demographic characteristics of the sample.

Table 5: Demographic characteristics of the sample

Variable Dimensions Quantity Percentage
Gender Female 22 44%
Male 28 56%
<20 2 4%
21-30 16 32%
Age 31-40 20 40%
41-50 12 24%
>51 0 0%
High school diploma 2 4%
Education Bachelor's degree 14 28%
Master’s degree 17 35%
PhD 17 35%
Student 32 64%
Job Employee 4 8%
Teacher or University Professor 8 16%
Other 6 12%

5 Data Analysis and Findings

In this section, the data obtained via the study questionnaire is analyzed and the research findings is presented in
detail. First, the fitness of the research model is examined and then the research hypotheses is tested.

5.1 Model Fit

This paper employs PLS-SEM to determine model fit and test the postulated hypotheses. Hair et al. [29] propose two
criteria for evaluating formative models: (1) significance of item factor loadings assessed through t-values and (2)
multi-collinearity between indicators. In the following, the criteria are investigated in the context of this paper.

The correlation matrix of the study variables is shown in Table 6.

Table 6: Correlation matrix

. E-service |Information |Repurchase . Website
Compensation|Contact | E-loyalty |E-recovery | i ™ |security  |Intention | RESPONSVENeSS| bt mance
Compensation 1.000
Contact 0351 1,000
E-loyalty 0116 0208  |1.000
E-recovery 15713 052 |0.77  |1000
E-service
Oually 0.249 0.356 0624  |0.246 1.000
Information 0.292 0.339 0539  |0.266 0.882 1.000
Security
Repurchase | ;g5 0.133 0545 0203 0434  |0331 1.000
Intention
Responsiveness| 541 0.228 -0034 |0816 0082  |0.076 0.117 1.000
Website
Periormance 0112 0.256 0563  |0.159 0865  |0.569 0.365 0.047 1.000

5.1.1 Significance of Item Factor Loadings

If t-values for items of a construct with formative indicators are smaller than 1.96, the items can be removed from the
model, with 95 percent confidence. However, this must be carried out after giving due consideration to the theoretical
background of the study, expert opinions, and content validity [17]. As demonstrated in Figure 2, all t-values exceed
1.96.
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Figure 2: Model assessment using formative indicators with t-values

Table 7: VIF values

Construct Indicator VIF
Q. 1.126
Information Security 82 13;2
Q. 1.138
Qs 1.471
. Qs 1.070
Website Performance 0, 1418
Qs 1.515
Qo 1.077
Quo 1.874
Responsiveness Qu 1.589
Q1 1.966
Qi3 1.346
Compensation 81: ég;g
Qs 1.065
Contact Q17 1.267
Qs 1.312
Qo 1.363
Qa0 1.780
E-loyalty Qa1 1.403
Q2 1.331
Qa3 2.606
. . Q2 1.648
Online Repurchase Intention Ors 1648
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5.1.2 Multicollinearity between Indicators

High multicollinearity between indicators may signal inadequate model fit. Thus, it is necessary to identify the indicators
that cause this multicollinearity and decide whether they should be eliminated. Multicollinearity is detected using
Variance Inflation Factor (VIF). Values equal to or larger than five imply that at least 80 percent of the extent to which an
indicator defines a construct, can also be expressed using other indicators. Therefore, the indicator may not be relevant
[11], [18], [25]. VIF is calculated according to Equation 1. VIF values for model indicators are shown in Table 7.

. _ 1
VIF (Indicators)= — @
As seen in Table 8, according to VIF, the study variables show no significant collinearity.

Table 8: Collinearity of variables based on VIF

E-service | Repurchase

E-loyalty | E-recovery | o ity | intention

Compensation 1177

Contact 117

E-loyalty 100

E-recovery 1075

E-service
Quality
Information
Security
Repurchase
Intention
Responsiveness

1.075

148

1.089

Website

Performance 148

The overall model was examined using Goodness of Fit (GOF) proposed by Tenenhaus et al. [61]. GOF is compared
to the three values of 0.01, 0.25, 0.36 introduced as weak, medium, and strong, respectively, by Wetzels et al. [63].
The value 0.314 (calculated according to Equation 2) is indicative of acceptable GOF.

GOF=v(Communalities X R?) 2
5.2 Hypothesis Testing

According to the analysis algorithm in PLS, subsequent to establishing model fit, the postulated hypotheses need to
be tested. This is done in the following subsections.

5.2.1 T-values

Path coefficients are used to assess the significance of the hypotheses. As depicted in Figure 2, the coefficient for
the path between e-loyalty and online repurchase intention equals 2.700. This value, which exceeds 1.96, confirms
the significant impact of e-loyalty on online repurchase intention, with 95 percent confidence. Thus, the
corresponding hypothesis (i.e. H8) is supported. In a similar vein, t-values of information security (H1), website
performance (H2), responsiveness (H3), compensation (H4), contact (H5), e-service quality (H6), and e-recovery
(H7) equal 3.494, 2.287, 2.045, 2.879, 10.551, 2.126 and 3.324 respectively. These seven hypotheses are supported.

5.2.2 Standardized Factor Loading Coefficients

The path between two latent variables is examined using t-values in order to ascertain the existence of a significant
positive impact. In this step, the extent to which one variable explains the variation in another is determined.
According to Figure 3, 27 percent of the variations in e-loyalty can be explained using online repurchase intention.
Furthermore, information security and website performance account for 40 and 29 percent of e-service quality
variation, respectively. Also, 15 percent of the variation in e-recovery is explained by responsiveness, while
compensation and contact account for 20 and 58 percent, respectively. Finally, e-service quality and e-recovery
account for 16 and 39 percent of e-loyalty variation, respectively. Table 9 summarizes the results of testing the
hypotheses.
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Table 9: Hypotheses test results

No Hypothesis Path coefficient t Result

1 Information security will influence e-service quality. 0.397 3.494 Supported
2 Website performance will influence e-service quality. 0.287 2.287 Supported
3 Responsiveness will influence e-recovery. 0.154 2.045 Supported
4 Compensation will influence e-recovery. 0.202 2.879 Supported
5 Contact will influence e-recovery. 0.580 10.551 Supported
6 E-service quality will influence e-loyalty. 0.162 2.126 Supported
7 E-recovery will influence e-loyalty. 0.392 3.324 Supported
8 E-loyalty will influence online repurchase intentions. 0.272 2.700 Supported

Information Technology

E-Service Quality

0.162

Website performance

Online repurchase
E-loyalty intention

Responsiveness

0.382

E-recovery

Contact

Figure 3: Model assessment with factor loadings

6 Conclusion

In the modern business world, developments in science and technology have given rise to many virtual communities
with numerous objectives. Initially, such communities were formed for the purpose of entertainment or exchange of
information; however, current websites allow commercial transactions of varying sizes to take place. Trust is a critical
factor in the development of e-commerce. Once trust is established between customers and online merchants, a
large number of factors may influence the retention and repurchase intentions of those customers. Our findings
indicate that e-service quality and compensation of low-quality services are decisive factors in creating customer
satisfaction. In this paper, factors leading to e-service quality, e-recovery, and subsequently e-loyalty were discussed
at length. According to the results, e-service quality, influenced by website performance and information security,
impacts customer loyalty. Moreover, e-recovery, which is affected by responsiveness, compensation, and contact,
can lead to improved customer satisfaction. This in turn increases online repurchase intentions ultimately resulting in
long-term profits. The research findings are consistent with those of other studies including Sur [60], Giovanis and
Athanasopoulou [23], Ha and Stoel [27], Kim et al. [36], Lee and Lin [37], and Anderson and Srinivasan [2]. Bernardo
et al. [7] also investigated the impact of improving service quality on customer satisfaction and loyalty in the context
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of online shopping. Focusing on online travel agencies, the authors concluded that both service quality and
improvement affect customer satisfaction and loyalty. However, service quality seems to have a greater impact.

Managers and owners of online stores are recommended to keep their customers satisfied in order to increase
profitability. Thus, they must strive to maintain and improve e-service quality. In order to improve their service quality,
online sellers need to make sure that customer information, especially banking information, remains confidential.
Also, purchased items must be delivered as promised. Another factor that influences service quality is the website’s
design. Therefore, the website must be well-structured and easy-to-use so that visitors can locate their intended
items in a short time. In the modern world, where online stores and online shopping are increasing every day, the
significance of trust is growing too. Trust is especially important in online context where goods are sold without direct
contact. The topic has not been fully investigated in some developing countries including Iran where online shopping
is not as well accepted as developed countries.

As mentioned earlier, service improvement is among the factors, which influence customer loyalty. Therefore, online
merchants need to provide customers with adequate options to return deficient products. Furthermore, customers
must be reimbursed in case of damages or delays. Finally, customers must be able to contact the website’s call
center at any time and talk to specialized personnel about their problems.

As with any scientific endeavor, this study also had some limitations. The most important challenge was the lack of
interest from visitors to participate in the study. Although the owners of the online stores were kind enough to
cooperate with the authors, many visitors refused to answer the questionnaire by giving reasons such as lack of time
or inability to trust the authors. This lack of participation resulted in a small sample size.

In the future, other studies with larger samples need to be conducted on other online stores to verify the results of
this study and identify potential problems. Furthermore, other variables that may lead to loyalty in online stores need
to be discovered and added to the present model. Thus, the combination of results from this study and future studies
can lead to solutions that are more concrete for owners of online stores. Moreover, a large number of variables may
influence service quality. Future studies should consider these factors. The proposed model should also be
examined in other countries and geographical areas to extend and compare the results of this study. E-trust has
been shown to influence customer loyalty, which in turn increases online shopping. Thus, it is recommended that
future studies investigate e-trust and its components.
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