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Online Privacy and Consumer
Protection: An Analysis of Portal
Privacy Statements

Zizi Papacharissi and Jan Fernback

The advent of information technologies has raised public concern re-
garding privacy, as documented by the results of several surveys. Al-
though extensive, online privacy statements seldom provide explicit re-
assurance that consumer information will be kept confidential and will
not be exploited. This research examines these privacy statements to
determine their overall utility. We evaluate the overall efficacy of pri-
vacy statements and focus on the language, format, privacy reassur-
ances, complexity of legal and technical terms, and perceived state-
ment credibility. A content analysis of privacy statements reveals that
privacy statements do not always protect customer interests as much as
they serve as legal safeguards for the companies involved.

Inan 1890 Harvard Law Review article, Louis Brandeis and Samuel Warren had the
foresight to argue that individual citizens should be free from having intimate infor-
mation published by an increasingly powerful press. Basic human dignity, they
claimed, gives individuals a “right to be let alone”—a right to privacy (Warren &
Brandeis, 1890, p. 220). A century later, that powerful press has taken on new propor-
tions with the growth of new media technologies, and privacy concerns are a perva-
sive part of public discourse regarding information technology. Accompanying the
rise of the information society, the notion of privacy has expanded to encompass
rights to control information about ourselves. Individuals have the right to inspect
their own tax, medical, and other governmental records and to assume that sensitive
personal information is not released by financial institutions, governments, doctors,
or other businesses to third parties. But these rights to privacy conflict with the free-
dom of information that democratic societies need to function properly and that busi-
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nesses use to economize their operations. The guarantee of free information allows
technologies such as thermal imaging, satellite imagery, global positioning, face rec-
ognition software, and biometrics to flourish; however, these technologies are accom-
panied by public worry about loss of privacy and loss of the ability to control informa-
tion about ourselves. Accordingly, privacy has many facets: individual privacy
regarding the integrity of the body; privacy regarding individual behavior; privacy re-
garding personal communication; and privacy regarding individual data. All of these
areas of privacy are increasingly threatened in the information age (Clarke, 1999).

In this study, we focus on online privacy and investigate how consumer information
is protected or exposed by online portal sites. Specifically, we examine privacy state-
ments featured in online portals to determine their efficacy for consumers. Through
the increasing sophistication of data mining tools, consumer database creation and
management has become a growing, profitable enterprise. Personal data is now a
tradable commodity in capitalist societies (Hamelink, 2000), and thus, the free market
economy and privacy are inherently at odds with one another. Because digitally
stored data can have an indefinite life span, public concern over the ability to control
our own information is evident in consumer reluctance to provide personal data to
online businesses (Elgesem, 1996; Fox & Lewis, 2001). The information storage and
retrieval capabilities of new media technologies can facilitate the collection and ex-
change of customer information, often without the knowledge or permission of the
consumer. Companies frequently assemble databases of extensive consumer informa-
tion that they use to market to specific target populations. As a result, individuals have
become wary of disclosing personal information online (Fox, 2000; Fox & Lewis,
2001). Clarke (1999) argued that those concerns over online privacy reflect larger so-
cial concerns over “trust in the information society” (p. 60).

Whether or not consumer anxiety about information gathering is warranted, the on-
line industry has responded to public concern and consumer advocacy efforts with
voluntarily posted privacy statements to alleviate those concerns. Although fre-
quently governed by suggested industry guidelines, as specified by TRUSTe or similar
industry coalitions, these privacy statements seldom provide explicit reassurance that
consumer information will be kept confidential and will not be exploited. Instead,
they frequently outline how companies intend to use private customer information so
that, in the event of consumer complaints, the companies are absolved of responsibil-
ity. Companies such as Microsoft Passport Services are known for exploiting con-
sumer information and were finally pressured into revising their privacy policies and
statements following a series of articles originating from Salon.com. Both Yahoo's and
Microsoft’s Hotmail e-mail services reportedly divulged customer information in op-
position to their stated privacy policies not to share personally identifiable informa-
tion (Gillis, 2002). Moreover, these privacy statements are usually placed inconve-
niently at the bottom of the page and are often tedious, complex, and replete with
legal language the average Web user finds difficult to comprehend. Kandra (2001)
found that many of the security statements of e-tailers sound reassuring but offer very
little protection to the individual consumer. In addition, Web users often find privacy
policies difficult to trust (Reagle & Cranor, 1999).
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The Pew Internet & American Life Project (Fox, 2000; Fox & Lewis, 2001) reveals
that consumer trust is a vital issue for Web users, arguing that, although they are
gravely concerned about online privacy violations, Americans still engage in intimate
and revealing acts online. Twenty-seven percent of online users are staunch believers
in online privacy to the extent that they never willfully provide personal information
to Web sites. Fifty-four percent of Internet users find online tracking of personal infor-
mation to be harmful, and only 27% find tracking to be helpful because it provides
personally tailored, user-specific information. Tellingly, 86% of online users favor
“opt-in” policies that require Web sites to ask for permission before collecting or using
personal data. But many users are not proficient enough with computers to employ
the methods available to them to protect their privacy. For example, only 10% of
Internet users have set their browsers to reject cookies; 5% use anonymizing software
to mask their computer identity; and 24% have provided false personal data (like a
fake name) to avoid revealing true information. Similarly, 94% of Internet users want
disciplinary action taken against privacy violators (Fox, 2000).

Building on this evidence, we examine privacy statements posted by online com-
panies to determine whether they effectively protect personally identifiable and
nonidentifiable data. Even though privacy statements do not have the primary pur-
pose of protecting consumers, they are used by online entities to secure the TRUSTe
seal of privacy approval, which effectively communicates a privacy pledge to con-
sumers. Companies frequently explicitly state their commitment to protecting private
information in these privacy statements, which sets these statements up as privacy
pledges. There is also the danger of assuming that privacy protection becomes a prob-
lem solved simply by companies offering explicit reassurances of personal informa-
tion use. Moreover, the survey cited documents consumer uncertainty about privacy
protection. In response to this trend, we examine privacy statements to determine
whether they provide visitors with adequate information to decide for themselves if
disclosing information to that site is a fair and safe exchange. In doing so, we look first
at the prevailing regulatory framework regarding online privacy protection, consider
the nature and structure of privacy statements, and finally consult relevant research
on the overall efficacy of privacy statements.

Online Privacy Statements and Regulation

Privacy statements are a fairly new feature for online companies, although some
businesses have always made responsible use of consumer information. They usually
detail how the company intends to use the personal information collected from cus-
tomers. Although numerous consumer privacy bills (including the Online Personal
Privacy Act, the Consumer Privacy Protection Act, and the Consumer Internet Privacy
Enhancement Act) have been brought before Congress, the United States is the only
major trading nation that has not adopted blanket privacy protection legislation, in-
stead opting for piecemeal legislation and private sector data protection measures.
These measures are flawed, according to Fausett (2001), who claimed that privacy
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policies tend to provide such large loopholes to companies that consumers’ rights to
privacy are merely titular. One of the reasons for the trajectory of privacy policy in the
United States, said Fausett, has to do with the unfettered nature of e-commerce and
the Internet in general. Just as TV executives adopted the voluntary ratings systems to
circumvent federal involvement in regulating program content, Web sites, too, have
adopted their own privacy policies to ensure a lack of government involvement in
regulating consumer privacy (with the exception of the Children’s Online Privacy Pro-
tection Act [COPPA). Self-regulation informs consumers of how information on them
is collected and used, ostensibly allowing the consumer to decide whether to do busi-
ness with an online entity. Supposedly the consumer is empowered to make busi-
ness/commerce decisions. Fausett pointed out that this scenario is rarely played out.
Having been drafted by attorneys, online privacy statements often contain catchall
stipulations that allow the online entity a high degree of flexibility regarding its uses of
consumer information (Fausett, 2001).

In contrast, European Union (EU) member countries must follow strict and specific
regulations that protect consumer privacy in accordance with the Directive on Data
Protection of 1998. This privacy directive guarantees individual control over con-
sumer data and insists that foreign trading partners adhere to the same level of equal
protection (Lee, 2000). Thus, it prohibits the transmission of personal information
from EU member countries to outside countries, including the United States, without
adequate privacy protection. Other governments, such as Hong Kong, are writing pri-
vacy laws similar to the Directive on Data Protection, but the EU has nonetheless
forged contractual agreements with U.S. companies to conduct business despite these
differences in privacy policies (Lee, 2000). Such formulas do not tend to protect con-
sumer interests as much as they serve as legal safeguards for the companies involved.

Before the EU’s Directive on Data Protection, the Organization for Economic Co-
operation and Development (OECD) produced guidelines in 1980 entitled, “OECD
Guidelines on Protection of Privacy and Transborder Flows of Personal Data”
(McKenna, 2001). These guidelines inform the EU’s privacy policies and are accepted
as foundational principles for safeguarding individual privacy in the information
economy. The five recognized principles of fair information practices are (a) notice
(what personal information is being collected and how it is used), (b) choice/consent
(data collectors should obtain consent for uses of personal info), (c) access (data sub-
jects should be granted access to their own collected info to guarantee its accuracy),
(d) security (personal info should be kept secure and accurate), and (e) enforcement
(these principles should be enforced). Because so many consumers are unaware of
their rights or are unaware of the nature and extent of data collection practices, the
weight of control over personal data is leaning toward the e-tailer as opposed to the
consumer. McKenna suggested that a reevaluation of U.S. privacy initiatives is
needed in order to set the pace for a binding “Global Agreement” (p. 347) on personal
information privacy.

Lessig (1999) also argued that part of the problem with data mining and monitoring
is that the burden is on the monitored person to establish innocence and/or independ-
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ence. As more data are compiled, a consumer’s life becomes an ever-expanding re-
cord that can be accessed at any time. Even if the data collected about individuals are
not misused, Lessig said, the ordinary uses of these data should concern all citizens.
Although the data are used to help businesses market more efficiently, they are also
used in insidious ways to manipulate consumers. Lessig claimed that TV advertising is
so obvious in its manipulative nature as to be rendered less egregious in its manipula-
tive tendencies. But the Web surfer who is not expecting to be the object of a market-
ing blitz may be “created” by that blitz itself. Consumers who make purchases based
on those direct Internet marketing efforts alter their own behaviors such that they fit
into the consumer profile created about them by the retailers themselves. Thus, “the
system watches what you do; it fits you into a pattern; the pattern is then fed back to
you in the form of options set by the pattern; the options reinforce the pattern; the cy-
cle begins again” (Lessig, 1999, p. 154). Similarly, Huberman (2001) contended that
“the capacity to personalize offerings and to study the surfing and shopping patterns
of countless individuals can also work in a perverse way to monitor them, expose
them, and even blackmail them, if necessary” (p. 98).

Perhaps lending support to Lessig’s (1999) and Huberman'’s (2001) contentions, the
U.S. Federal Trade Commission (FTC; 1998) found in a landmark report that few Web
sites meet the FTC-suggested privacy criteria of notice, access, security, and
third-party disclosure. Arguing that industry self-regulatory efforts have not ade-
quately protected consumers, the FTC (2000) found in a follow-up study that only
20% of randomly selected Web sites had implemented its suggested four fair informa-
tion practice principles of notice (of information collection practices), choice (regard-
ing how personal data is used), access (to one’s own collected information), and secu-
rity (of collected information). Based on this evidence, the FTC has urged Congress to
enact legislation designed to protect consumer privacy online. Few such legislative
restrictions on the collection and distribution of private information currently exist in
the United States. For example, video rental records are private data (Video Protection
Privacy Act of 1988); student loan information is private, as is driver’s license infor-
mation; the Fair Credit Reporting Act of 1970 polices credit reporting agencies; the
Electronic Communications Privacy Act of 1986 protects unauthorized access to
e-mail and other electronic communication; and the government is limited in its abil-
ity to disseminate personal data such as tax records (Belgum, 1999). The Financial
Modernization Act (Gramm-Leach-Bliley Act) of 1999 requires financial institutions
to inform customers about their privacy practices, but the law provides limited con-
trol to consumers regarding the use and distribution of personal data (Privacy Rights
Clearinghouse, 2002). The Act provides minimal privacy protection for consumers
while still requiring them to take the initiative to request that their personal informa-
tion not be shared with third parties. However, there are virtually no legal restraints on
corporations regarding the collection and selling of private information. Pressman
(2001) detailed a case in which the political Web portal voter.com (which has since
failed) planned to sell a list of 170,000 e-mail addresses, including party affiliations.
Voter.com’s privacy policy allowed subscriber data to be sold in the event that the
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company was acquired. Junkbusters president Jason Catlett claims that privacy poli-
cies are ineffectual in protecting privacy because consumers do not have conven-
tional rights (Pressman, 2001). Other failed Web sites, such as Toysmart, are attempt-
ing to thwart the ravages of bankruptcy by selling their customer lists despite posted
privacy policies that specifically prohibited the company from sharing customer data
with third parties (Pressman, 2001).

One attempt at limiting corporate information mining practices which has demon-
strated limited success is COPPA. COPPA requires online businesses that target chil-
dren or have knowledge of collection of information from children under 13 to com-
ply with its regulations (Cannon, 2001). Personal information is protected, including
name, physical address, e-mail address, telephone number, social security number,
cookies, or other persistent identifiers. Although noncompliance with COPPA has not
resulted in many fines, the handling of children’s data has improved since the imple-
mentation of the Act in April 2000. Some sites have ceased operation or have stopped
catering to a child audience because the regulations have proven too arduous to com-
ply with (Cannon, 2001).

Aside from COPPA, regulatory policy in the United States has declared Web opera-
tors responsible for the disclosure of information gathering, use, and protection prac-
tices. TRUSTe is a nonprofit, privacy-stamp program that grew out of federal efforts to
help the Internet industry to establish privacy guidelines. TRUSTe (n.d.) explicitly
states that

our goal with these guidelines is to strike a reasonable balance between consumer
privacy rights and expectations and the business need to realize the full value of asset
portfolios. In an economy valued by information, customer data is like gold and, as
such, deserves enhanced protection.

This statement presents the privacy statement as a medium for protection and is pre-
ceded by specific TRUSTe guidelines: that all certified online entities must be truthful,
tailor the TRUSTe model privacy disclosure to the practices of their specific compa-
nies, be extensive and honest in this disclosure, revise and update the statement fre-
quently, and communicate these practices to the entire online company. Web sites
displaying the TRUSTe stamp indicate to users that data gathering and dissemination
practices will be disclosed and are guaranteed by a third party (Benassi, 1999).
Fausett (2001) hailed sites that use TRUSTe certification. This certification usually en-
sures that privacy policies are written in plain language and are prominently dis-
played on a Web site. For unsophisticated Web surfers, however, the TRUSTe guaran-
tee can confuse users who may see the stamp as a guarantee of their privacy rather
than a fair disclosure of that site’s information retrieval and use policies. For example,
Fausett noted that “a policy clearly stating that all private data is immediately turned
over to telemarketers and thieves would still get a certification from the major privacy
associations, so long as it were true” (p. 16). Compliance with the TRUSTe require-
ments is voluntary, and sites that do break policy have little retribution to fear (other



Papacharissi and Fernback/PRIVACY STATEMENTS AND PRIVACY PROTECTION 265

than some potential bad press). Although consumers may contact the FTC over online
privacy violations, even those involving TRUSTe-certified sites, this has not been an
effective strategy for consumer rights. Industry coalitions have formed in response to
consumer concerns; the Online Privacy Alliance, a group of 50 online companies
dedicated to promoting consumer data security, certifies companies that adhere to its
recommended privacy policies (Lee, 2000). The American Association of Advertising
Agencies also fosters consumer privacy rights in its recommendations for marketers,
and some analysts claims that a few online businesses are restricting the sale of
consumer lists, limiting monitoring, and discontinuing spam e-mail (Lee, 2000). More
individuals are educating themselves about data collection practices and about
mechanisms by which to thwart these practices. Some software solutions exist, how-
ever, for the more naive Web surfer. AT&T has developed its Privacy Bird software
(www.privacybird.com), which enables individuals to set privacy preferences and de-
termine whether a visited site corresponds with those preferences.

The Efficacy of Privacy Statements

Still, the burden for safeguarding individual privacy rights online is clearly on the
consumer, who must read these statements to determine whether the portal presents a
safe and fair environment for the exchange of information. Companies are not legally
obliged to protect the consumer by means of a privacy statement; they simply have to
state how they use personal information. In a study examining the disclosure proce-
dures of privacy practices of various retail Web sites, Miyazaki and Fernandez (2000)
found that consumers are more likely to purchase items from Web retailers whose pri-
vacy and security statements are present. It also found that 23.1% of retail Web sites
disclosed customer identification practices. A later study by Miyazaki and Fernandez
(2001) suggested that consumers with high levels of Internet experience perceive a
lower risk to online shopping but that they demonstrate greater concern over online
privacy. Sheehan and Hoy (2000) surveyed online consumers about their attitudes to-
ward the FTC’s principles for online privacy, finding that consumers tend to trust on-
line entities with whom they have prior relationships, exhibiting diminished privacy
concerns. The survey also finds that consumer value of privacy is contextual; that is,
certain types of information are more willingly submitted to online retailers, and more
valuable information can be had by Web sites willing to provide something in ex-
change for it (e.g., contest entries). Despite this climate of demonstrated willingness to
engage in online transactions, Miyazaki and Fernandez (2001) argued that the contin-
ued acquisition of consumer data will ultimately lead to a slowdown of online retail
sales due to perceived infringements of privacy.

Some consumers have responded to the perceived invasion of privacy by pre-
senting false information to sites or by using anonymizing or pseudonymizing soft-
ware. These programs work to strip a user’s identity (www.anonymizer.com or
www.PrivacyX.com) or to create fictitious identities (Lucent Personalized Web Assis-
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tant). The World Wide Web Consortium (W3C) is developing a Platform for Privacy
Preferences Project (P3P), whose goal is to help users employ their own preferences
over privacy practices while online (Reagle & Cranor, 1999).

These strategies present some philosophical quandaries relating to individual re-
sponsibility, profit, and the concept of privacy. Some have suggested that the right to
control information about oneself includes not only consenting to the sale of personal
information but the profit from this sale (Reilly, 1999). Thus, the concept of privacy
must change in accordance with the technological possibilities of the information
age. Reilly suggested that policymakers can satisfy both consumers and information
gatherers by restricting data collection techniques minimally in order to guarantee the
empowering potential of online technologies to gather information and to protect in-
formation. But this perspective fails to consider the individual’s right to feel protected.
Elgesem (1996) argued that the increasing sophistication of data collection methods
represents a growing assumption of risk for consumers: We choose to give up some
information about ourselves in exchange for convenience and for ease in achieving
our own informational goals. The problem, said Elgesem,

is that with the introduction of modern information technology, the processing of per-
sonal information becomes more complex and extensive. As a result, there is an in-
creased cost in the form of increased risk of privacy violations. The point of the princi-
ples of modern privacy legislation is, in my view, to relieve the individual of this
additional cost. (p. 52)

We can maintain our privacy by controlling the flow of information about our-
selves, according to Elgesem (1996). This involves public knowledge about the way
information is collected, the ability to inspect and correct that information, assur-
ances that information is being used as it is intended to be, and assurances that infor-
mation collection is justified in terms of the ends for which it will be used. Currently,
many situations involving data collection do not provide consumers with the ability
to choose whether or not to consent to the risk of revealing data (e.g., medical re-
cords). Because consumers must accept the obligatory risks that accompany institu-
tional information practices, it seems unjust for individuals to assume the costs of
those risks. Elgesem concluded that fair information management dictates that the
costs of relinquishing individual privacy not outweigh the reasons for which the con-
sumer initially chose to give up personal information.

The individual’s agency in privacy concerns has also been examined by Clarke
(1999). Clarke argued that privacy initiatives such as the W3C strive to recognize per-
sonal data as a form of intellectual property such that consumers are granted intellec-
tual property rights and may license their personal information to whomever they
choose. This treatment of privacy concerns as intellectual property amounts to an
economic (or capitalistic) rather than a social—ethical solution to a very human con-
cern. However, Caudill and Murphy (2000) suggested that an ethics-based model for
privacy regulation would allay some consumer fears about their privacy in the online
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realm. For example, because online privacy is a global issue, not just a U.S.-led con-
cern, international initiatives derived from an ethical foundation should be devel-
oped. Specific recommendations include, first, individual consent that recognizes the
balanced needs of all parties (consumers, retailers, etc). This means that individuals
should be able to give consent to having their data collected but through a means that
is less invasive to individual privacy. The second recommendation is innovative
self-regulation. Silence does not mean consent, so the public must be educated about
their rights and responsibilities (Caudill & Murphy, 2000).

McKenna (2001) also argued that it is somewhat unfair to expect consumers to
wade through online privacy statements; one solution is to require notice on Web
sites warning consumers about the site’s data collection practices. But true consumer
control over data collection procedures is possible only with an opt-in device,
McKenna claimed, allowing consumers to actively choose to visit or abandon sites
whose data collection policies they do not agree with. However, if policies are imple-
mented requiring e-commerce sites to offer consumers the ability to opt in before col-
lecting individual data, e-tailers may find their costs of operation increasing (Farah &
Higby, 2001). The loss of profiled consumer information would hinder Web busi-
nesses’ abilities to create huge databases of this information to be used for marketing
purposes. Thus, e-commerce sites would contend with rising marketing expenses for
less streamlined marketing practices. Some businesses complain that restrictive pri-
vacy mechanisms will result in the disappearance of free, high-quality service for the
Web customer (Farah & Higby, 2001).

The corpus of relevant research highlights the complexity of protecting users’ pri-
vate information under a legal regime that encourages self-regulation while maintain-
ing profitability for online businesses and adjusting to technological advancements.
Although previous research studied the legal complexities of providing such protec-
tion, we focus on the text of the privacy statement itself, examining the language
through which online portals seek to guarantee privacy protection and explain how
private information will be used. Therefore, we propose a content analysis of privacy
statements that evaluates the overall efficacy of privacy statements.

We operationalize efficacy as the level of success with which the company ex-
plains and protects personal information. We attempt to capture consumer percep-
tions of privacy protection pledges because privacy statements are directed at con-
sumers and because consumers are the group manifesting the greatest level of
uncertainty regarding this information transaction. In doing so, we examine the use-
fulness of the statement for the average user and examine factors that may negate this
efficacy, such as the complexity of the legal and technical language used; the length,
organization, and readability of the statements; and the presence of explicit reassur-
ances of privacy protection, among other statement characteristics. We also examine
whether companies offer these reassurances in a credible manner, looking at whether
the language used not only offers protection guarantees but does so in a convincing
and persuasive manner. Because we have no way of actually checking whether these
companies live up to their privacy promises, this is the closest measure we can have



268 Journal of Broadcasting & Electronic Media/September 2005

of privacy statement believability. Thus, our research is guided by the following re-
search questions:

RQj: What is the perceived credibility of portal privacy statements?
RQ2: Which other factors influence overall privacy statement efficacy?

Method
Sample and Procedures

For the purposes of this study, we used the search engines of Google, Yahoo,
AltaVista, Netscape, and CNet to obtain listings of portals and conduct a content anal-
ysis of their privacy statements. We used these popular search engines to obtain as di-
verse and comprehensive a sampling pool as possible. The random sampling em-
ployed facilitated the use of a sample that could be generalizable to the Web as a
whole, although follow-up studies could work with larger samples and include for-
eign language portals. Using a random sampling interval, we obtained 200 portals
from each engine, thus working with an initial sample of 1,000 listings. Out of those,
we used a sampling interval to obtain a sample of approximately 100 portals, the pri-
vacy statements of which would be coded. We defined a portal as “a directory of gen-
eral information.” If the Uniform Resource Locator (URL) led to a site that no longer
existed, had switched focus, or had mistakenly been identified as a portal by the
search engine, we skipped that listing and sampled the next one, based on the sam-
pling interval. When we came upon several sites that did not feature privacy state-
ments, we marked that absence and the URL of the site, and sampled the next site, as
our goal was to code as many privacy statements as possible. Therefore, our sample
was expanded to include 169 sites, 97 of which actually featured privacy statements
that were coded.

The coding sheet and codebook were pretested by a group of students and col-
leagues, who used them to evaluate privacy statements of their choice. These allowed
us to obtain feedback on how these statements are perceived from a diverse popula-
tion, with varying levels of legal and computer expertise. The goal was to
operationalize terms employed in the codebook in a manner that the average user
could relate to. In addition, we tested the coding instrument on a smaller subsample
of 10 privacy statements. After some additional clarification and wording adjust-
ments, the privacy statements were analyzed by two coders, who had been properly
trained and had practiced on a number of privacy statements. The coders did not have
substantial expertise in computers or privacy law. They were trained to evaluate the
statements based on the operationalizations provided by the study codebook; there-
fore, their own background was irrelevant. We coded for a number of descriptive
characteristics and also included a few evaluative measures of overall statement clar-
ity and credibility. For the 97 privacy statements coded, the average length was 1,362
words (§D = 1,752, mode = 1,245), with the statements’ word count ranging from 11,
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from nwilink.com (“Privacy Pledge: we will never give your contact information to
anyone”), providing a two-sentence-long privacy assurance, to 12,615 words from
Real Networks. Coder agreement on this item was complete. Most privacy statements
featured some hyperlinks (M = 6.89, SD = 11.74), very few of which linked to other
organizations containing privacy information (M= 1.51, SD = 4.54, mode = 0), some
linking to the same organization (M = 4.42, SD = 8.30), and even fewer linking to
other pages containing information on privacy subtopics (M =0.63, SD = 2.36, mode
= 0). Terms of use statements were also featured on 60% of these sites, and children’s
privacy policy statements were posted on 39% of the sites. The two coders reached
complete agreement on all these items.

Finally, we also noted whether the site had been independently reviewed and
certified by a privacy-related agency or resource. Intercoder agreement on this item
was also complete. Several sites were certified by TRUSTe (8.3%), an online inde-
pendent privacy monitor and certification agency. Because TRUSTe is a widely
known and used service, we included an item that measured how closely privacy
statements followed TRUSTe specifications, measured with .86 intercoder reliabil-
ity. TRUSTe provides extensive privacy guidelines and specific privacy statement
templates on its site; we evaluated how closely a privacy statement followed the
TRUSTe template. Only 6.2% of the statements coded followed the TRUSTe tem-
plate closely, with 10.3% adopting a slightly divergent format while still covering
key TRUSTe areas, 80.4% covering the privacy policy but with a format and focus
independent of TRUSTe specifications, and a few (3.1%) providing very brief pri-
vacy reassurances that did not constitute a privacy policy but rather a privacy
pledge. Only one site was certified by an agency other than TRUSTe (BBonline), in
addition to securing a TRUSTe certification.

Measures

We included several items that aimed at evaluating the effectiveness of the pri-
vacy statement, specifically relating to the perceived clarity and credibility of the
document. We began by asking the coders to evaluate the readability of the docu-
ment, using two items, on a 5-point semantic differential scale, ranging from 1 (un-
derstandable) to 5 (dense) and from 1 (organized) to 5 (unorganized). An under-
standable statement used simple writing, short sentences, unsophisticated
language, and was overall easier to read through. A more dense statement, on the
contrary, made use of longer sentences, employed more confusing sentence struc-
ture, adopted more sophisticated language, and was overall more difficult to
browse through. An organized statement, similarly, utilized logical flow and ratio-
nal progression, delineated clearly between different sections of the document,
both design-wise and in terms of language use, and was easily navigable. In con-
trast, an unorganized statement appeared more cluttered, did not follow a logical
procession in presenting the information, and did not distinguish between different
sections of the document clearly. We decided against employing an automatic
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readability method or algorithm because we were interested in gauging both read-
ability and understandability of statements. These required that both coders not
only examine the readability of the statement but also evaluate the clarity with
which sophisticated terms were explained. In addition, the text of privacy state-
ments with hyperlinks that frequently directed readers to pages with additional and
more specific information was not easily transferable into such a program. Finally,
it was essential to the validity of the research that both coders read these privacy
statements in their entirety. Both judgments were based on the statement as a
whole. Most documents were fairly understandable, with the majority (92.8%, M =
2.11, SD = 0.85, mode = 2) of sites obtaining scores between 1 and 3. Similarly,
most statements were clearly organized into manageable sections, with most sites
obtaining scores between 1 and 3 (78.4%, M = 2.56, SD = 1.06, mode = 2).
Intercoder reliability for both items was .79. Reliability for all content analysis vari-
ables was calculated using the Perreault and Leigh (1989) reliability index: I, =
{[(F/N) = (1/K)] [K/(k = D]} 0.5, for Fo/n > 1/k, where F, is the observed frequency of
agreement between coders, N is the total number of judgments, and k is the num-
ber of categories. This index accounts for coder chance agreement, the number of
categories used, and is sensitive to coding weaknesses. Reliability scores can range
from 0 to 1, with higher scores indicating greater intercoder agreement.

In the same vein, we measured how infused with legal and computer terms these
documents were, in the event that use of such terms could produce a document vague
and unfriendly to the average user. To measure this aspect of user-friendliness, we
asked how frequently legal terms were used, how clearly legal terms were explained,
how extensively computer terms were used, and how clearly these terms were ex-
plained. For all four items, responses were measured on a 3-point scale, ranging from
1 (low) to 3 (high). Examples of legal terms included confidentiality, subpoena, en-
forcement, court order, personally identifiable information, exigent circumstances,
and edicts of law, among others. Examples of computer terms included log files, IP
(Internet Protocol) addresses, cookies, Web beacons, third-party advertising, data
mining, and others. We looked at the entire statement and also considered text that
was employed to clarify the meaning and use of computer and legal terms. The fre-
quency rating was assigned based on the occurrence of these terms, keeping in mind
the length of the statement too. For the clarity item, a judgment was made on how
clearly these terms were explained, looking at the entire statement and not consider-
ing frequency of use. We found that most (78.4%, M = 1.28, SD = 0.57) statements
made very low use of legal terms, whereas the majority of statements made low or
medium use of computer terms (93.8%, M = 1.68, SD = 0.59). Legal terms on most
(63.5%) statements were not explained clearly at all (M = 1.45, SD = 0.65). The two
coders reached .84 agreement on the frequency of legal terms and complete agree-
ment on the clarity of legal terms. Computer terms were frequently not clearly ex-
plained either, with approximately half (50.5%) the statements receiving the mini-
mum rating on this item (M = 1.56, SD = 0.61). Intercoder agreement for the
frequency of computer terms used was .93, and for their respective clarity, .84.
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We included one statement intended to measure the privacy statement effective-
ness in providing user privacy assurances, which asked the coders whether they felt,
having read the statement, that the site offered low (1), medium (2), or high (3) protec-
tion, measured with .87 intercoder reliability. Usually, sites that received a low rating
(39.2%), offered absolutely no details of how any information collected by the site
would be protected, or specified that both personally and nonpersonally identifiable
information would be collected and shared with third parties. Sites receiving a me-
dium protection rating (54.6%) offered assurances that personally identifiable infor-
mation would be protected, but specified, at varying degrees of vagueness, that
nonpersonally identifiable information would be collected, used further, and shared
with third parties. Sites receiving a high protection rating (6.2%) assured users that
both personally and nonpersonally identifiable information would be protected (M =
1.67, SD = 0.59).

Eight statements gauged the credibility of the overall statement, that is, how suc-
cessful the statements were in persuading users that they were truthful and commit-
ted to protecting consumer privacy. There is no previous instrument that measured
the perceived credibility of privacy statements, so we looked at how credibility in
general has been measured for other media, and consulted the McCroskey (1966)
and Berlo, Lemert, and Mertz (1970) Source Credibility Scales. Both of these scales
are frequently used to measure source credibility within the context of interpersonal
communication, measuring concepts such as character, honesty, authoritativeness,
and safety. We were influenced by those elements conceptually closer to our objec-
tive and adapted the statements that were most relevant to the context of this study.
Coders indicated agreement with these statements on a 5-point Likert-type scale,
ranging from 1 (strongly agree) to 5 (strongly disagree). It must be understood that
these credibility scales were created to capture the audience’s or reader’s overall
evaluation of credibility. When employed in the newspaper and TV news setting,
the respondent is asked to view or recall news coverage and produce an evaluation
of credibility.

The construct is conceptualized as overall believability of the source, and respon-
dents are typically asked to rate sources on overall credibility. In this particular con-
text, coders were asked to rate the believability of privacy statements using the scale.
Because this presents an atypical use of the scale, we supplemented its use with the
aforementioned items, which assess the protection rating (r=.65, p <.001) and legal
(r=.24, p<.01) and technical (r= .36, p < .001) clarity of the document-measured
concepts relevant to those implied by the credibility statements. Statistically signifi-
cant correlations between those items and the credibility statements confirmed the
conceptual precision of the credibility scale employed. Moreover, the coders were
provided with explicit operational explanations and examples for each item, in the
content analysis codebook and in training, so as to ensure consistency and accuracy
in coding.

In this particular context, the coder, trained to represent the average consumer, was
asked to read the overall statement and complete this scale, relying on the impression
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of credibility the statement generated. Because average consumers are not law ex-
perts or computer experts, they are unable to evaluate the statement from a legal or
technological perspective. Average consumers, however, can form personal opinions
of exactly how convincing a privacy account or pledge is, which is why we coded for
the overall impression of credibility, or perceived credibility. In responding to these
statements, coders were asked to consider whether they got the sense that the state-
ment existed for the sole purpose of explaining how private information would be
used to legally protect the company, whether the statement specified the steps taken
to protect personal information collected, if the statement was mostly about detailing
how personal information would be exploited, and whether the language and assur-
ances were clear or vague. For instance, for the “legal safeguard” item, coders were
asked to determine whether the statements existed for the sole purpose of explaining
precisely how the customer’s privacy will be taken advantage of, or whether they felt,
having read the statement, that the company took serious steps to protect the personal
information collected. For the “serious protection” item, coders were instructed to
consider specific steps taken by the company to ensure privacy and were pointed to
such examples. For the “company trusted with your information” item, coders were
instructed to consider whether the language and explanations offered by the com-
pany were reassuring enough of privacy protection. Similar definitions were offered
for the remaining items.

The specific statements used, with descriptive statistics, are provided in Table 1. A
factor analysis and reliability information are reported in response to RQ; in the fol-
lowing section. Intercoder reliability for these items ranged from .79 to .87.

Results
RQ;: Perceived Credibility of Privacy Statements

The first research question involved the perceived credibility of privacy statements
and was evaluated using a credibility measuring instrument, adapted to this context
from other media research. A factor and reliability analysis was conducted to
fine-tune this measure further. These items were new, so the factor analysis was con-
ducted to determine any overlap or similarities between certain items and yielded
two primary factors. The first factor contained four items, which all directly inquired
about privacy protection and personal information collection methods. The mean
score for this factor was 2.44 (SD = 0.78), and the coefficient alpha was .92. This fac-
tor was named “protection for consumer” because it included statements that de-
scribed the degree of privacy protection the portal in question provided. The second
factor, named “purpose of statement,” included three items, which contained three
statements that tackled the same topic but in a less direct manner. The mean score for
this factor was 2.10 (SD = 0.56), with an alpha reliability of .53. One item (“This state-
ment serves as a legal safeguard for the company”) did not load on either factor. Given
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Table 1
Perceived Privacy Statement Credibility

Items M SD
This statement serves as a legal safeguard for the company 1.76  0.67
This statement offers no serious protection for the consumer 2.28  0.84
This statement focuses more on explaining how information will

be used by the company 1.93 0.73
This statement explains how private information collected will be

protected? 3.67  0.89
Having read the statement, you feel this company can be trusted

with your information? 3.47  0.90
This company will not engage in improper use of private

information? 3.36 0.89
The purpose of the statement is to inform the consumer 223 0.68
This statement is used as a promotional tool for the company’s

stance on privacy 2.15 0.92

aThese statements were reverse coded for subsequent analysis.

the low reliability of the second factor, and the fact that there was little conceptual dis-
tinction between these two, we assumed that the first factor contained the most valid
and reliable items, especially because the items within the second factor evaluated
credibility in a vaguer manner. The mean for the entire scale was 2.23 (SD = 0.50),
with an alpha reliability of .79. Because reliability for the entire scale was higher, and
given the vague conceptual distinction between the two factors, we decided to use
the entire scale in subsequent data analyses. No significant differences were noted in
the analyses when they were run using the two separate factors, which further sup-
ported our decision to use the entire scale. The results of the factor analysis are de-
tailed in Table 2.

RQ:: Privacy Statement Effectiveness

The second research question investigated relationships between characteristics of
the privacy statement, aimed at evaluating overall statement effectiveness. Pearson
correlations were used to take a closer look at these relationships where appropriate,
and several significant findings emerged. The presence of a TRUSTe certification led
to lengthier (r=-.33, p <.001) and less organized (r = —.44, p < .001) statements, in
which legal terms were explained with greater clarity (r=.32, p<.001). Understand-
ably, the presence of TRUSTe certifications was related to a greater likelihood of
adopting the TRUSTe format (r=-.73, p <.001). The length of the privacy statement
was negatively related to the tendency to adopt the TRUSTe template (r=-.35, p <
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Table 2
Perceived Privacy Statement Credibility Factor Analysis

Component
1 2
Factor 1: Protection for consumer
This statement offers no serious protection for the consumer .87 -.00
This statement explains how private information collected
will be protected? .81 -.00
Having read the statement, you feel this company can be
trusted with your information? 91 14
This company will not engage in improper use of private
information? .88 .20
Factor 2: Purpose of statement
This statement focuses more on explaining how information
will be used by the company .82 18
The purpose of the statement is to inform the consumer .67 -.20
This statement is used as a promotional tool for the
company’s stance on privacy .61 .00

Note: A principal components analysis, with a varimax rotation, an eigenvalue of 1 or greater,
and a 60/40 criterion yielded the factors listed above. After the varimax rotation, the two factors
explained 62.13% of the retained variance: Factor 1 explained 42.52%, and Factor 2 explained
19.62% of the retained variance.

aThese statements were reverse coded for subsequent analysis.

.001) and positively related to frequent use of legal terms (r= .30, p <.01). Given the
nature of the variables, this indicated that lengthier statements tended to follow the
TRUSTe format closely and that frequent use of legal terms was usually encountered
in longer privacy statements. The degree to which a statement was understandable
was positively related to how organized it was (r=".39, p < .001) and how frequently
legal terms were used (r= .28, p <.01), was negatively related to clarity of legal terms
(r=-.37, p<.001) and the overall impression of whether the statement offered low,
medium, or high protection (r=-.26, p=.01). This implied that understandable state-
ments were more likely to be better organized and use more legal terms that are ex-
plained more clearly. In addition