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ABSTRACT

The current study offered insights in how surcharge information can influence online auction success factors. Its objectives are twofold. First, it attempted to examine the role of surcharge information transparency in online auction environment. Further, it investigated how online auction success factors are formed when the surcharge information is clearly presented. Four auction success factors were adopted in the study, including number of bids, auction final price, auction total price, and auction net price. 
Online auction sellers are currently implementing several strategies with an attempt to maximize their price premiums. One of many decisions they have to make is whether or not to include shipping and handling (S&H) surcharge information in their auction listings. We argue that auction listings that clearly indicate the amount of S&H surcharge will draw higher number of bids and higher final prices, regardless of the seller’s other strategies (i.e. opening bids) and reputations. Such argument is built on the concept of risk perceived by online bidders when transaction information is incomplete (Matzler et al. 2006). When auction sellers choose to provide S&H information, they have to decide the amount of S&H surcharges. While some are adopting lower S&H strategy to draw more participation, others are trying to reduce their commission fees by charging higher S&H fees. In several online auction marketplaces such as eBay, commission fee is generally calculated only from auction final price, not from the total price. These different S&H strategies motivate this research to examine how S&H surcharges affect the four proposed auction success factors. Our literature review indicated two theoretical pluralisms that explain how online bidders process S&H surcharge information. 
The first stream of research suggested that consumers are more likely to underestimate the total cost of a transaction when prices are separated into two or more components such as base-price and surcharges (Morwitz et al. 1998). While this line of research argued that S&H amount does not play an important role in shaping auction final prices, the other stream of research postulated that online consumers are generally more price-sensitive than those in a traditional shopping environment. Thus, they are more driven to accurately process the total cost of a transaction. This line of research suggested a negative relationship between S&H amount and auction final prices.
Online auction data of new iPod Nano 2GB was collected from two auction websites in two countries (the United Kingdom – U.K. and the United States – U.S.). To test the role of surcharge information transparency, ANOVA and ANOCA tests were performed on the U.K. samples. We found that while the transparency of S&H surcharge information does not affect number of bids, it has a significant impact on auction final prices. Auctions with clear S&H surcharge information gain on average of £ 10.42 higher than those without S&H surcharge information. We also found that online bidders can accurately adjust their bids according to the S&H surcharge amount with contradicts to the idea that consumer generally underestimate the total prices when prices are separated in multiple components.  
