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The 8" International Seminar and Conference on Learning Organisation

The purpose of the ISCLO is to serve as one of the primary channels of
knowledge sharing and the promotion of learning organisation. The conference
encourages experts and scholars all over the world to share their research
and best practice outcomes through presentations. An important goal of the
conference is to promote learning from each other by exchanging ideas and
views, and building networks.

The conference encourages submissions for paper presentations from
academics and practitioners. In order to reach the goals of the sharing and
exchange of experiences of both theoretical developments and applications,
these presentations may have a focus on either research studies or case studies
of best practices on related topics.
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ISCLO 2020
“Learning Organisation in the New Normal Era”

Technological disruption, demographic change, the evolving nature of work, and the latest
pandemic challenge the organisation’s operations. How well an organisation can cope with,
make adjustment to, and survive from the current turbulence condition can be considered as
the organisational learning process. Therefore, the outcome is a learning organisation. This
organisational learning process happens in various areas of organisation as well as various fields
of business. It does not only occur in the profit oriented organisation, but also in the non-profit
organisation. There are the creation of knowledge, the retention of knowledge, and the transfer
of knowledge conducted which impact on organisational performance and innovativeness.

www.isclo.telkomuniversity.ac.id
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PREFACE

Assalamu’alaykum Warahmatullahi Wabarakatuh.

All praises are to Allah, the Merciful, the All — Beneficent, by whose Grace and Blessings have enabled us
to gather here for the 8th ISCLO (International Seminar and Conference on Learning Organisation) 2020.

I would like to express my gratitude to our honourable keynote speaker, Professor Alexandros Psychogios,
distinguished panellists, Dr Marianne Afanassieva, Dr Muhammad Awaluddin, and Mr Yose Rizal for the
opportunity they give to us to learn and to gain insights from their expertise and experiences. | would
like to thank the respected authors who presented their works in 5 parallel session rooms provided.
Huge appreciation is presented to the Rector of Telkom University, Professor Adiwijaya and all the vice
rectors, Dean of Faculty of Economics and Business, Dr Ratri Wahyuningtyas and FEB management,
and last but not least, all the 8th ISCLO 2020 committee, Reviewers, Session Chairs, Hosts, Co-Hosts,
MC, and Moderator that can make this event happened. Massive thanks also presented to our great
partner, STIE Ekuitas and Business Administration Department, Parahyangan Catholic University as well
as our superb sponsors, Prodia and Yayasan Perisai Academia Peduli.

As a regular event, this year’s ISCLO is the 8th event since 2013. This is the first ISCLO in history which
is completely conducted on a digital platform in line with the physical distancing norms due to the
COVID-19 pandemic. Fortunately, we can still receive 87 submissions with 53 of them are presented
on the conference day after a careful blind review process. There are 16 titles from the Marketing
track, 12 titles from the HRM track, 11 titles from Economics, Financial Management and Accounting
track, 8 titles from the Entrepreneurship track, 3 titles from the Operation and IT Management track,
and 3 titles from the Strategic management track. With the theme of learning organisation in the
new normal era, we seek the research that capture, examine, and explore the organisational learning
process of organisation impacted by the pandemic. Therefore, 10% of the registration fees is donated
to the COVID-19 impacted parties.

On behalf of the committee, | hope you can have an insightful learning and wonderful experience
from this ISCLO 2020. Thank you very much once again and please apologise if there are still some
shortcomings.

Wassalamu’alaykum warahmatullahi wabarakatuh,

Jurry Hatammimi, PhD

The 8" ISCLO Chairperson
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CONFERENCE PROGRAMME

8™ ISCLO 2020

Wednesday, 11*" November 2020

Time (GMT +7)

Activities

Person in Charge

08.00-09.00 | Open Registration and Protocol Preparation MC: Muhammad Azhari, SE, MBA
Zoom Link: https://zoom.us/j/92215703686

09.05-09.30 | Opening Speech The Dean of Faculty of Economics & Business,
Telkom University (Dr. Ratri Wahyuningtyas)

09.30-09.35 | Preparation of Parallel Session Presenters, Session Chairs, Host, & Co-Host
join the Zoom link of the Room they belong
to.

09.35-09.45 | Opening of Parallel Session 1 Session Chairs (5 Rooms)

09.45 - 10.00 Presenter 1

10.00-10.15 | presentations of Parallel Session 1 Presenter 2

10.15-10.30 Presenter 3

10.30-10.45 Presenter 4

10.45-10.55 | Opening of Parallel Session 2 Session Chairs (5 Rooms)

10.55-11.10 Presenter 1

11.10-11.25 | presentations of Parallel Session 2 Presenter 2

11.25-11.40 Presenter 3

11.40-11.55 Presenter 4

12.00-13.00 | Lunch Break

13.00—-13.10 | Opening of Parallel Session 3 Session Chairs (5 Rooms)

13.10-13.25 Presenter 1

13.25-13.40 | presentations of Parallel Session 3 Presenter 2

13.40-13.55 Presenter 3

13.55-14.10 Presenter 4

14.10-14.20 | Preparation for Plenary Session All participants and committee

14.20-14.25 | Opening of Plenary Session MC: Muhammad Azhari, SE, MBA

14.25-14.30 | Report Speech Chairperson (Jurry Hatammimi, Ph.D)

14.30 - 14.45 | Telkom University’s Rector Speech Represented by Vice Rector for Academic
Affair, Dr. Dadan Rahadian
Zoom Link: https://zoom.us/j/93873511012

14.45 - 15.15 Keynote Speech Prof. Alexandros Psychogios
Moderator (Dr. Fetty Poerwitasary)
Speaker 1 (Dr. Marianne Afanassieva)

15.20-17.00 | Panel Discussion of Invited Speakers Speaker 2 (Dr. Muhammad Awaluddin)
Speaker 3 (Yose Rizal)

17.00-17.30 | Best Paper Awards, Best Presenter Award, | Chairperson (Jurry Hatammimi, Ph.D)

Giveaways announcement and Closing Speech
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10.

General Terms and Conditions For The Conference

Kindly display your name as formatted below:
a. For presenters:

Room_Author Name_Paper ID, Example: 1_Ariana Grande_123
b. For other participants:
“Institution_Name”, Example: Telkom University_Taylor Swift

Please use the ISCLO 2020 Virtual Background and kindly keep your camera on during the event.

Please manage your time when presenting your paper. Every presenter will be given 15 minutes, 10
minutes for presentation, and 5 minutes for Questions & Answers.

The session chair in every room will be the time keeper who will remind the presenters about the
remaining time within the presentation.

The whole event in this conference (plenary and parallel sessions) will be recorded for the documentation.
The plenary session will also be live streamed on SEB Telkom University’s YouTube channel while the
parallel sessions’ recording will only be given to the presenter upon request.

Audiences’ microphone will be muted during the presentation. The audience can deliver questions to
presenters by typing the questions in the chat feature in Zoom.

Due to the limited time, the questions from participants and audiences will be selected and adapted by
moderator to be answered by the presenter.

Participants and presenters can only join one room during the whole parallel session.
Participants and presenters should update their Zoom application to the latest version.

Certificate of attendance can be accessed by participant after filling out the questionnaire after the
event.

Links to Upload Presentation Files & Copyright Agreement
Please upload your presentation file to:

https://bit.ly/isclo2020

(maximum on 10" November 2020 and 7 pages of *.ppt file format)

The format of presentation file name is: Room_Author Name_Paper ID

Example: 1_Ariana Grande_123.pptx

Please fill the form of Copyright Agreement and submit it in *.pdf file format.
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PRESENTATION SCHEDULE — Marketing Track — ROOM 1

Session Chair: Indira Rahmawati, Ph.D

Zoom Link: https://zoom.us/j/97688203717

1t session

No. Start

End

Duration

Presenter Name

Paper Title

Paper ID

Sales Conversion Rate
Mohammad Rynaldi Faisal AK, | In e-Commerce Shopee:
1. 03.45 | 10.00 15 Wawan Dhewanto Case Dari Bandung 152
Project Store
Proposed New Marketing
2. | 10.00 | 10.15 15 Nurchelly Rahmah, Eko A Mix Startegy To Increase 172
Prasetio .
(Case Arine)
Digital Marketing
3. 10.15 | 10.30 15 Dinda Amanda Zulestiana Strategies For Small 242
Business In Industries 4.0
Is Culture Magnified
Refi Rifaldi Windya Giri, Fandi | The Intention To Use Of
4, 10.30 | 10.45 15 Kurnia Putra, Tarandhika Internet Banking? A Study 194
Tantra Of Modified UTAUT With
Hofstede Culture Theory
2" session
No. | Start End | Duration Presenter Name Paper Title Paper ID

The Analysis of Multi
Dimensional Trust And
Perceived Risk Using
LUO - Modified UTAUT 195
Model On Acceptance Of
Internet Banking Service
In Indonesia

Refi Rifaldi Windya Giri, Dinny

1. ]10.55 Aprilianni, Tarandhika Tantra

11.10 15

A Perspective View On
The Covid — 19 Impact On
Micro Small And Medium
Enterprise (MSMEs) In
Indonesia

2. |11.40 (11.55 15 Mandeep Kumar Kushwaha 219

3 session

Duration Presenter Name

No. Start End

Paper Title Paper ID

Marketing Strategy
In Indonesian Sharia
E-Money Companies
Using Descriptive
Analysis Marketing
Management

Eristiar Syah Permana Tarigan,

1. 13.10 Gadang Ramantoko

13.25 15 238
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13.25

13.40

15

Tarandhika Tantra, Refi
Rifaldi Windya Giri, Abul Aziz
Ramadhan

Consumer Resistance To
Internet Banking (Study
On Non Adopter Internet
Banking)

248

13.40

13.55

15

Arvi Damayanti, Erni Martini

Measuring Tools To
Identify Correlation
Between Brand
Experience Torards Brand
Equity In E-Commerce
(Case Study: Lazada
Indonesia)

249

13.55

14.10

15

Teguh Widodo, Mochammad
Yudha Febrianta

The Effect Of Market
Orientation On Market
Perfromance Intervended
By Product Innovation
And Moderated By
Education Level

255

PRESENTATION SCHEDULE — Marketing, Strategic, Operation and

Information Management - ROOM 2

Session Chair: Ratih Hendayani, Ph.D

Zoom Link: https://us02web.zoom.us/j/84087820593?pwd=TzhaTUxuQ0xZeDUyTVpDWmNPZkVkQT09

1%t session

No.

Start

End

Duration

Presenter Name

Paper Title

Paper ID

9.35

9.45

10

Session Chair:

Ratih Hendayani, Ph.D

9.45

10.00

15

Rennyta Yusiana, Arry
Widodo

Impact of Brand
Positioning And Brand
Knowledge On Purchase
Intention Using The PLS-
SEM Approch

158

10.00

10.15

15

Herliani, Whony Rofianto

E-Satisfaction & E-Trust
Driving Factors And Its
Implications On Customer
Loyalty: A Research On
The Groceries Apllication

169

10.15

10.30

15

Teguh Widodo, Vany Octaviany

The Role of Switching
Cost In Increasing The
Effect Of Service Quality
to Costumer Loyalty

174

10.30

10.45

15

Abdi Januar, Dodie Tricahyono

The Effect Of Service
Quality Of My Telkomsel
Toward Costumers
Satisfaction And
Company Image As

Well As The Impact On
Costumers Loyalty

178
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2" session
No. | Start End | Duration Presenter Name Paper Title Paper ID
Session Chair: Ratih
HUCE) || R 2u Hendayani, Ph.D
Group Analysis Non User 204
Tri Widarmanti, Refi Rifaldi Of Internet Banking With
1. 10.55 | 11.10 15 Windya Giri, Muhammad Costumer Resistance To
Rizky Rianto Innovation Approach In
Indonesia
The Impact Of Costumer 206
Interactions In Social
Media Marketing Activity
Ario Pudianingrat, Maya On Brand Awareness,
2. | 1110 11.25 15 | arivant grat, Viay Electronic Word Of
y Mouth (EWOM) &
Purchase Intention For
Internet Plan Based On
IMEI ( TAU Plan)
Tonda Priyanto, Cahyana EZ:LS;?:::ED:‘(:EO:" 148
3. 11.25 | 11.40 15 Ahmadjayadi, Agung Sutanto oping
Adi SUsetyo Corporate Learning In
Post Pandemic Era.
Osphanie Mentari Cellular Operator 196
4. 11.40 | 11.55 15 Primadiarti, Anna Christina Strategic In A Coronavirus
Sltumorang Pandemic.
3 session
No. | Start | End | Duration Presenter Name Paper Title Paper ID
Session Chair:
13.00 | 13.10 10
Ratih Hendayani, Ph.D
. . Criteria of Supplier
1. | 13.25 | 13.40 15 :::f:‘dhg’:gf“;a::" A‘a‘zsvﬁ';ma' Selection For A Small 239
e, ee Coffee Shop Business
. . . Optimizing Seaport
2. | 13.55 | 14.10 15 | RR.Rieka Febriana Hutami, | - - o e container 252
Alif Ramdhan Putra Anam . X
Loading Terminal
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PRESENTATION SCHEDULE - Economics, Finance, and Accounting
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SALES CONVERSION RATE IN E-COMMERCE
SHOPEE: CASE FROM BDG PROJECT STORE
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Abstract

Indonesia’s e-commerce industry holds much promise for the retail industry. Google-Temasek e-Conomy SEA 2019
Report project that e-commerce value in Indonesia is estimated to increase from USS 21 billion in 2018 to USS 82
billion in 2025. E-commerce will contribute significantly to Indonesia’s GDP in the retail sector, with value US S 20
billion that equivalent to 2-3% of GDP in 2022 (Word Market Monitor,2018).

From BDG Project (FBP) is an e-commerce store that sells home living products at e-commerce Shopee Indonesia.
Since it was founded in January 2019, FBP has managed to sell 50,000+ pcs products and has succeeded in getting
18,000+ positive reviews with an almost perfect rating of 4.8/5.0 stars. FBP is visited by more than 45,000 Shopee
users every month. However, the sales conversion rate is only 5.6%. FBP wants to increase its sales by increasing
its sales conversion rate.

To understand consumer behaviour in purchasing decisions at Shopee after visiting the product, questionnaires
have distributed to 500 internet users in Indonesia who had made purchases at Shopee. Based on the analysis of
the respondent’s answers, things that FBP can do to increase the sales conversion rate are revise product infor-
mation at Shopee product page, maximize potential buyer opportunities, and open a branch store in Jakarta and
other big cities, create a giveaway program for creative product reviews and make a new division, quality control

(QC).

Keywords: Consumer Behaviour, e-commerce, Sales Conversion Rate, Marketing Strategy.

1. INTRODUCTION

Indonesia is a market with an attractive amount of e-commerce growth. The development of e-commerce in
Indonesia can also be seen from its rapidly growing economic value. Figure 1 shows that based on Google,
Temasek and Bain research reports titled e-Conomy SEA 2019, in 2025, Indonesia estimated to contribute around
USS 133 billion in the digital economy.

Figure 1 Digital Economic Value Projection in Southeast Asian Countries 2019 and 2025

USS Billion
140 133

120
100
80
60

40
40

50
43
27 26 25
- = = ‘12 a J
7
o0
Indonesia Thailand Vietnam Singapura Malaysia Filipina

W2015 M2025

Source: katadata.co.id, 2019

: icle



mailto:w_dhewanto@sbm-itb.ac.id

The 8 International Seminar and Conference on Learning Organisation

Indonesia’s e-commerce market value is estimated to increase from USS 21 billion in 2018 to USS 82 billion
in 2025. Based on Indonesia’s national economy, e-commerce will contribute significantly to Indonesia’s GDP.
E-commerce is projected to contribute revenue in the retail sector of US $ 20 billion, equivalent to 2-3% of
Indonesia’s GDP in 2022 (Word Market Monitor).

Figure 2 Internet Users in Indonesia (1998-2017)
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Figure 2 shows the high number of Internet users growth in Indonesia that support the development of Indonesian
e-commerce. There are 171.17 million internet users in Indonesia that if compared to protection total population
of Indonesia 265 million people it means that the penetration rate of internet users in Indonesia has reached
64.6% in 2018. This figure is up 10.12% compared to the penetration in 2017, which was only 54.8%. The APJII
survey in 2018 also showed that out of 171.17 million internet users, it known that 46.6% of internet users had
bought goods via online, the majority answered buying on the Shopee platform by 11.2%, Bukapalak platform by
8.4%, Lazada platform at 6.7%, and shopping on the Tokopedia platform at 4.3%. In comparison, the remaining
53.4% of internet users have never bought goods online. Internet users by 53.4% indicate that there is great
potential for e-commerce players in Indonesia, that there are still many Indonesian citizens who have become
internet users but have not used it for shopping online.

From BDG Project (FBP) is an e-commerce store that sells home living products at e-commerce Shopee Indonesia.
Since it was founded in January 2019, FBP has managed to sell 50,000+ pcs products and has succeeded in getting
18,000+ positive reviews with an almost perfect rating of 4.8/5.0 stars. FBP is visited by more than 45,000 Shopee
users every month. However, the sales conversion rate is only 5.6%. FBP wants to increase its sales by increasing
its sales conversion rate.

The products that FBP sells are products with mixed categories because FBP sells any product that has proven
to be marketable based on the results of Big Data research. The majority of categories it sells are household
products. Household products were chosen because they have a long life in the product life cycle so that it will
avoid deadstock due to the coming of new products model. Some of the products that FBP sells are mouse
traps, Korean magic dishwashing gloves, Vietnamese drip coffee home filters, manual hand coffee grinder, special
panties for after circumcision, kalimba African traditional music instrument, and digital kitchen scales.

Figure 3 FBP Convertion Rate in Shopee Indonesia
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While selling on the e-commerce Shopee Indonesia, FBP has success get a large number of visitors with more
than 45,000 visitors per month (Processed Author Data, 2020). However, from a large number of visitors, the
conversion rate that occurred from visitors to the customer showed a low percentage, it is only 5.6%. It is mean
that, from 45,000 visitors, only 5.6% visitor or 2,520 people bought FBP products, and the remaining 94.4% visitor
or 42,480 people who were interested and saw FBP products, did not buy for various reasons (Figure 3). With the
high number of visitors who do not buy reaching 94.4%, FBP feels it has thrown away the potential sales it can do.

This research expected help FBP and others Shopee sellers understand the consumer behavior and desires
of buyers at Shopee to increase their sales through increasing sales conversion. Through increase its sales by
maximizing existing visitors FBP able to increase sales without having to spend additional resources and costs to
increase the number of visitors.

2. LITERATURE REVIEW

2.1 CONCEPTUAL FRAMEWORK

The conceptual framework itself is explained as to present an integrated way of looking at a problem under
study (Liehr & Smith, 1999). Using this framework, the concept within the problem of the research will be easily
specified and defined (Dixon, Gulliver, Gibbon, & Hall, 2001).

2.2 RESEARCH METHOOLOGY

Research Methodology is the researcher’s method in gathering the data, such as interviews, observation, tests,
and documentation (Arikunto, 2002). Besides, research methodology is a way to get back the solution to all
problems (Subagyo, 2006).

2.3 PRIMARY AND SECONDARY DATA

Based on the source of data used in this research, there are two types of data: primary and secondary. Primary
data is the data obtained and collected directly in the field, including interviews and observation. In contrast,
secondary data is the data used to support the primary information collected by people who research existing
sources such as books, literature, journal, the internet, and so forth (Hasan, 2002). The primary data in this
research obtained directly from FBP customer and Shopee User opinion with questionnaires. The secondary data
obtained from previous researches, books, and FBP internal data.

2.4 E-COMMERCE

E-commerce (electronic commerce) is the process of buying and selling goods electronically by consumers and
from company to company through computerized business transaction (Laudon, 1998). Besides, E-Commerce
is a dynamic set of technologies, applications, and bussines process that link enterprises, consumers, and
communities through electronics transactions and the electronic exchange of goods, services, and informations
(David, 1999).

2.5 CONSUMER BEHAVIOUR

Consumer behaviour is the actions taken by individuals, groups, or organizations related to the decision-making
process in obtaining, using economic goods or services that can be influenced by the environment (Mangkunegara,
2002). Besides, consumer behaviour is the action directly involved in obtaining, consuming, and consuming
products and services, including the processes that precede and follow these actions (Engel et al, 2010).

2.6 CONSUMER ANALYSIS

Consumer Analysis needs to be done to determine the market needs, targets that are appropriate to what our
company is like, demographics, and other relevant information that companies want to know through market
research (MBA Skool, 2011)

3. METHODOLOGY

3.1 CONCEPTUAL FRAMEWORK

Low sales conversion rates become the business issue of FBP. FBP wants to maximize sales potential by encouraging
more visitors who have seen FBP products to make transactions then make payments. Therefore to determine
the appropriate marketing strategy of FBP’s current business issue, a systematic stage to analyze it should be
made in a conceptual framework. Figure 4 shows the conceptual framework of the research. This research will
start with consumer behaviour survey by distribute questionnaires to buyers on the Shopee Indonesia platform
in general and FBP buyers in particular. Based on existing data and analysis, business solution alternatives will be
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determined to solved FBP business issue.

Figure 4 Conceptual Framework
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3.2 DATA COLLECTION

Understanding consumer behaviour is necessary so that companies can make plans and make decisions based
on consumer desires. In e-commerce Shopee, where FBP sells, consumers have a large selection of stores that
sell products that consumers want. It is necessary to get primary data to understand how the Indonesian online
shopping behaviour is in purchasing decisions at Shopee Indonesia to increase the sales conversion rate at the
store at Shopee.

The researcher has distributed online questionnaires “Indonesian Online Shopping Behavior in Purchasing
Decisions at Shopee Indonesia” via Google Form to internet users throughout Indonesia in general and to
consumers who have purchased products at the Shopee FBP store. The online questionnaire has been filled by
647 respondent. Of the 647 respondent data, invalid data were deleted, namely respondents who had never
shopped at Shopee and cleaning data indicated as duplicate. Data was obtained from 500 valid respondents who
had made purchases at Shopee using the Shopee application on smartphones.

4, FINDINGS & DISCUSSION

4.1 RESPONDENT PROFILE

Based on the data 500 respondent’s answer to the questionnaire “Indonesian Online Shopping Behaviour in
Purchasing Decisions at Shopee Indonesia, the following Figure 5 is the profile of the respondents who filled out
the questionnaire:

Figure 5 Respondent Profile
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4.2 CONSUMER BEHAVIOUR ANALYSIS

4.2.1 SHOPPING HABITS AT SHOPEE
In this section, the respondent is given questions to determine the shopping habits of consumers at Shopee.

4.2.1.1 PRICES OF PRODUCTS PURCHASED AT SHOPEE

Figure 6 Prices of Products Purchased at Shopee
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From the data, FBP product prices can be seen in Figure 6 which range from IDR 2,500 - 35,000, are still included
in the product price range that Shopee users often buy. In research and development of new products, FBP can
sell new products that have a higher price with a price range of IDR 50,000 - 250,000. It is suitable for the price
range that usually purchased by 84.6% (396 respondents), so that is still affordable for Shopee users.
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4.2.1.2 PURCHASE INTENTION WHEN VIEWING PRODUCTS ON SHOPEE

Figure 7 Condition to Search and View Product on Shopee
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Respondents were asked to choose when they searched and viewed products on Shopee. Respondents can
choose more than one reason as an answer. Figure 7 shows the majority of respondents, 63% (315 respondents)
stated search and view product when want to buy a product but do not buy it right away for various reasons, and
50% (250 respondents) indicated search and view product when want to buy a product and buy it right away. The
rest of the respondents numbered 10,2% (51 respondents) state search and view the product, but do not want to
buy products, they only browse in Shopee just for fun and fill in spare time.

Figure 8 The Habit of Opening Products at Shopee Search Result

| like to open
products that |
have no
intention of
buying

Only open the
product to be
purchased

48.8%

To better understand consumer behaviour in opening products at Shopee, respondent asked questions about the
habits of opening products in Shopee search results. Figure 8 shows more than half of the respondents at 51.2%
(256 respondents) like to open products because of curiosity but not have the intention of buying and only 48.8%
(244 respondents) that only open the product to be purchased. Based on the respondent’s answer data, it can be
seen that one of the biggest reasons for low FBP sales rate conversion is like to open products because curious
but not have the intention of buying many consumers who want to buy but do not buy it right away for various
reasons.

4.2.2 SHOPPING CONSIDERATIONS WHEN VIEWING PRODUCT PAGES ON SHOPEE

In this section, respondents are asked questions to determine what information Shopee users consider when
viewing product pages on Shopee. This is related to the purchase decision that Shopee users will make when
they have seen detailed product information on the product page. Shopee users who have reached the stage of
viewing this product page will be counted as visitors to Shopee’s store statistics. The following is the respondent’s
answer to each section on the Shopee product page.

: icle




The 8 International Seminar and Conference on Learning Organisation

4.2.2.1 THE MORE RELIABLE PRODUCT PHOTOS

Figure 9 The More Reliable Product Photos
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Based on the question regarding the more convincing product photo to buy, in Figure 9 it can be seen that
the majority of respondents at 60.6% (303 respondents) prefer real-picture product photos to show the
product clearly, and the background is natural without editing. Based on the respondent’s answers above, it is
recommended that FBP use real picture photo product with a natural background.

4.2.2.2 THE MORE RELIABLE PRODUCT TITLE

Figure 10 The More Reliable Product Title

Product titles with the word
"excess' prefinsuch as PREMIUM,
EXCLUSIVE, ORIGIMNAL, STRONG,
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Long and complete product title

= Product title is short and simp le

Based on the question regarding the product title, which is more convincing when buying Shopee, it can be seen
in Figure 10 It is recommended that FBP use the type of title that Shopee users like the most, namely short,
simple, and clear titles. Using headlines that are to the point will help improve the position of FBP products in the
organic search results for related products on Shopee.

4.2.2.3 THE MORE RELIABLE PRODUCT PRICES

Figure 11 The More Reliable Product Prices

m The price of the product does not have to be the
cheapest, butthe product has more value, is
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The results can be seen in Figure 11 that 84% (420 respondents) answered that they prefer product at a price,
not the cheapest, but the product has more value, is more convincing, and the price is still within the budget of
the money that respondent has. Based on the respondent’s answer above, the information that selling products
in e-commerce must be at the lowest price is the wrong information. FBP’s strategy of selling products at prices
that are not the cheapest can be continued, but there must be added value that makes buyers more confident
and willing to buy products at FBP.

4.2.2.4 THE MORE RELIABLE PRODUCT RATING

Figure 12 The More Reliable Product Rating
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Minimum 4 stars

Minimum 4.8 stars
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The answers of the respondents can be seen in Figure 12 shows that Shopee users do not pay too much attention
to numerical product rating. Based on the data from the questionnaire results, the FBP product rating, which is
in the numbers 4.7 - 5.0 has met the majority of respondents’ preferences. It is recommended that the product
rating, which is in the numbers 4.7 - 4.9, be increased again to 5.0 to convince Shopee users as a whole.

4.2.2.5 THE MORE RELIABLE PRODUCT SOLD

Figure 13 The More Reliable Product Sold
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The results can be seen in Figure 13 the majority of respondents, 37.2% (186 respondents) believed in buying
products have sold at least hundreds. It is recommended that FBP has a minimum sales of hundreds so that it
can immediately convince visitors to buy products at FBP. The strategy of selling products at low prices and thin
margins at the beginning to get the number of products sold in the hundreds can be done to accelerate the
increase in the number of products sold.

4.2.2.6 THE MORE RELIABLE SHIPPING COST

Figure 14 The More Reliable Shipping Cost
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Based on the respondent’s answer indicated by Figure 14 it is recommended that FBP sell products at a higher
price than the shipping cost. This is to avoid consumers who do not want to buy goods because the shipping cost
is more expensive. Another step that FBP must take is to take part in a discount or free shipping cost program
from Shopee, such as “GRATIS ONGKIR XTRA.

4.2.2.7 THE MORE RELIABLE AVAILABILITY EXPEDITIONS

Figure 15 The More Reliable Availability Expeditions
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free or cheap postage according to my
budget
I will shop with any expedition. | did not
pay attention and consider the exped ition
when buying products at Shopee

u | only want to shop if there are specific
expeditions that | trust and like

| only want to shop if the Instant Courier
option is available (Gosend/Grab)

= Others

Based on the question regarding the preference for the availability of a more convincing expedition when shopping
at Shopee, can be seen in Figure 15 that the majority of respondents, 43.8% (219 respondents) answered will buy
if there is an expedition with free or cheap shipping cost. Based on the respondent’s answer, FBP is required to
open delivery options using cheap expeditions and has free shipping programs at Shopee, namely SiCepat, J&T
Express and Ninja Express. To convince respondents who choose the other answer, FBP is advised to open all
available expedition options so that consumers can choose whatever expedition they want.

4.2.2.8 THE MORE RELIABLE AVAILABILITY OF COD PAYMENT

Figure 16 The More Reliable Availability of COD Payment

= | did not pay attention to
the availability of COD
payment options and
consider when buying
products at Shopee

= | will only shop if the COD
payment option is available

Based on the respondent’s answer data on Figure 16, although almost all respondents did not consider COD
availability as necessary, FBP was advised to open the COD option to accommodate Shopee users wishes who
would only shop if they could pay via COD. In anticipation of COD returns, FBP must create a COD package tracking
system to ensure that COD package buyers place their orders correctly and prepare cash to make payments to
couriers who deliver their COD package.
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4.2.2.9 THE MORE RELIABLE LOCATION OF THE SELLER

Figure 17 The More Reliable Location of The Seller

OTHERS
THE SELLER & OVERSEAS
THE SELLER I5 LOCATED IN ANY CITY IN INDONESLS

THE SELLER I5 IM & DAFFERENT CITY \WHICH 15 4 BKG CITY
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CONSIDER WHEN BUYING PRODUCTS AT SHOPEE

THE SELLER I5 IN & CITY THAT I5 5TILL AN ISLAND

THE SELLER, [5 LOCATED IN A& DMFFERENT TOWMN MEARRY {SMALL
TOWN OR BIG DITY)

SELLERS ARE IN THE S&ME CITY
33.4%

% OhW ANDGW  ANIOOW  AWINOW DMK DO0G0W OGN EOMGON  S30000

Based on the respondent’s answer that can be seen in Figure 17 it is known that the majority of the respondents
shop from sellers who are in the same city, cities that are near, and cities that are on the same island where the
respondent lives. Currently, FBP only has one shop and warehouse in Bandung City. FBP should open branch
stores outside Bandung City to reach more consumers. The recommended city for FBP to open a branch in Jakarta
City to reach buyers in the JABODETABEK area, Surabaya City, to reach buyers in Eastern Indonesia as a whole,
branches in big cities on each island, to branches in every provincial capital.

4.2.2.10 THE MORE RELIABLE PRODUCT DESCRIPTION

Figure 18 The More Reliable Product Description

THERE [5 A WARRANTY PRODUCT STATEMENT WITHIN A PARTICULAR TIME
THERE [5 A CLEAR STATEMENT THAT THE PRODUCT STODK MUST 82 READYOR
MLET FIRST ASE VIA CHAT
THERE I5 A MONEY BACK GUARANTEE STATEMENT IF THE FRODUCT DOES HOT
MATCH THE PHOTO OR DESCRIFTION
THERE ARE FAE, MAMELY QUESTIONE ABDUT PRODUCTS THAT BUYERE OFTEN
AEE AND THEIR ANEWERS TO
THERE I5 AN EXPLANATION OF THE BENEFITS OF SHOPPING AT THIS TTORE
COMPARED TO UTHER STORES

THERE I5 AN EXPLANATION OF THE ADVANTAGES OF THIS PRODUCT
COMPARED TO OTHER SIMILAR PRODUCTS
THERE I5 AW EXPLANATION OF HOW AND TIPS FOR USING THE PRODUCT

DID WOT PAY ATTENTION TO THE PRODUCT DESCRIFTION AND OOKSIDER
'WHEN BUWING PRODLCTS AT SHOPEE

THERE £ AN EXPLANATION OF PRODUCT SPECIFICATIHONE

THERE 15 & SHOP PROFILE [737 A

150 SO NG Bl AN SONEM 0N SO0ME0K  AMINOS

Figure 18 shows FBP is required to include information on product specifications, how to use it, and tips for using
it and an explanation of product stock availability. Other information that is recommended in the FBP product
description is the advantages of products sold by FBP and the advantages of shopping at FBP compared to buying
at other stores.

10 i5cle.




The 8 International Seminar and Conference on Learning Organisation

4.2.2.11 THE MORE RELIABLE WRITTEN REVIEW FROM BUYERS

Figure 19 The More Reliable Writen Review from Buyers

THERE ARE MO NEGATIVE WRITTEN REVIEWS THAT BLATPHEME THE SPEED OF
PRODUCT DELWVERY

THERE ARE ND NEGATIVE WRITTEN REVIEWS THAT BLASPHEME STORE SERMACE

CeD NOT PAY ATTENTION TO DONSUMER WRITTEN REVIEWE AND QONSIDER
WHEN BUWING PRODUCTE AT SHOPEE

THERE HAVE BEEN MANY POSITIVE WRITTEN REVIEWE PRAEING THE SPEED OF
PRODLMT DELNVERY

THERE HAVE BEEN MANY POSITIVE WRITTEN REVIEWS PRAEING THESHOME
ZERVICE

THERE ARE NO NEGATIVE WRITTEN REVIEWS THAT BLASPHEME THE QUALITY
AND FURCTIIN OF THE PROCLICT

THERE HAVE BEEN MAKY POSITIVE WRMTTEN REVIEWS PRAEING THE JUALTY
AND FUNCTIONALTY OF THE PRODLCT BLB# |

L1 S ANOGOK BONOG AN SO 00N BON0eG A0S SO0

Source: Processed Author Data, 2020

Based on the answer from the respondent in Figure 19, it is known that the respondent will pay more attention
to positive reviews than negative reviews on the store. The thing that is most concerned about in the review is
the quality and function of the product, followed by shop services and what is not paid attention is the review
regarding the speed of delivery. To further convince Shopee visitors, FBP is advised to reproduce positive written
reviews regarding the quality and function of the product, as well as excellent FBP services by asking for a
personal review from FBP customers. Giving random discount vouchers and giveaway prizes can also be given to
consumers who give positive reviews to increase the number of positive reviews significantly.

4.2.2.12 THE MORE RELIABLE REVIEW PHOTO FROM BUYERS

Figure 20 The More Reliable Review Photo from Buyers

= | only buy products that have
real picture product reviews
from consumers

| did not pay attention to review
photos of consumer products
and consider when purchasing
products at Shopee

This is shown by the respondent’s answer in Figure 20 that photoproduct reviews from consumers very important
to convince consumers to buy products. A note that must be considered is that FBP must ensure that consumers
upload product photos that clearly and well illustrate the product to convince FBP Shopee visitors. If there is a
product photo that shows the product in the wrong way, FBP should contact the customer for help in replacing
the product photo with a good one. In the case of a new product being uploaded for which there is no product
review photo, FBP can give a special bonus to the first ten buyers to write a review with a product photo so that
the product has many convincing product review photos.
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4.2.3 REASONS FOR NOT SHOPPING IMMEDIATELY AFTER SEEING PRODUCTS ON SHOPEE

Figure 21 Reasons for Not Buying

WA C CASZAL O WEM & o a_,-q-%
BECAUSE | DT WM T GO SRNG To O FAODUTS AT SHOEE ST FO& FUN Ta Fie ﬁ
A S THAAE B
AERE MOT SURTABLE, S0 CHECKED
LD B CFFUME AT THE STOHE E,_,E,324

BECALEE S0FEE FRODUCTS ARE MIOFE EXFEMGNVE THAM OFFUME STORES M MY OTY, 1005 46

Sy THEM) SR E 9,2%

17.2%
18,0%%
20,8%
24, %
24, 8%
21,.5%
30,8%
ST ADOED I 10 o ks e T T e

I I I 200

BECRLEGE | B AT AMOTHER CHEAPER 1 1 1 210
SECALSE | SCHUGHT (T AT ASOTHER CHEAFER 540 47.0% | | | | |

0,0%  5000,0% 10000,0% 15000,0% 20000,0% 25000,0%

Source: Processed Author Data, 2020

Based on the respondent’s answer, the reason for not making a purchase is because choosing a shop with a
lower price is the most favourite reason. It is recommended that FBP be able to reduce product COGS and other
expenses so that it can sell at a lower price than other stores. Suppose FBP does not apply the lowest price
strategy. In that case, FBP is required to make product information advertisements that are more convincing than
other stores to convince visitors who come to make a purchase immediately.

For reasons that the purchase has been postponed and has been added to the cart, FBP can maximize the Shopee
user-product visitors because the data is entered as a potential buyer. The statistical data available at Shopee
seller centre, Shopee product visitor users who do not make a purchase is divided into regular visitors and
potential buyers. Ordinary visitors are visitors who only see the product without taking action. At the same time,
potential buyers are visitors who know the product and take action on the product, namely adding the product to
the basket. FBP can do followups and reminders via chat to potential buyers to make purchases.

Regarding negative reviews that make product visitors doubt, FBP must avoid getting negative reviews by
delivering products quickly and well. In the case of a negative review complaint from a buyer, FBP must contact
the buyer to solve the problem and provide the best solution such as refunding money or sending a new product.
After the complaint is resolved, FBP asks the buyer to change the negative review to a positive review of at least
four stars.

In serving customers, FBP must have a customer service team that is always on standby to reply to customer chats
in minutes or even seconds. Consumers will choose to buy products in stores that respond to chats faster. The
provision of cheap expeditions must be made by FBP so that consumers do not pay expensive shipping costs. The
expedition that has the most affordable shipping cost is SiCepat Halu for retail delivery and JNE Trucking (JTR) for
bulk shipments.

5. DISCUSSION

5.1 BUSINESS SOLUTION ALTERNATIVE RESUME

The following is a summary of business solutions that can be used as an option for FBP to use in resolving its
business issues.

5.1.1 IMPROVED SHOPEE PRODUCT PAGE VIEWS

Based on the analysis of the respondent’s answers, the following Table 1 is a business solution that can be applied
by FBP by improving the information seen by Shopee user-product visitors on the product page.
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Table 1 Improved Shopee Product Page Views

Info in Product
Page

Current Condition

New Solution

Product Photo

Photo professional from
supplier with white
background

Use real picture that show product clearly with natural
background as main photo product

Another photos product
only use real picture

Another photos product use professional photo and real
picture from customer review

Product Price

Product Title Full length  fitle 100 Short, simple, and to the point title with SEO Shopee
character
Product pricing: Cheapest product price

competitive price with
added value but not the
cheapest

Not the cheapest, but still affordable and around average
market price

Price range: IDR 2,500 —
24,900

Selling new products with a price range of IDR 50,000 -
250,000 according to the data on the average price of one
product purchased online at Shopee so that the shipping
cost is not higher than the price of the item

Selling new products with prices above IDR 22,000 to exceed
the national average shipping cost because many consumers
do not want to buy products that are cheaper than the
shipping cost

Selling new products at a price above the minimum shopping
requirements for free shipping because many consumers
don’t want to buy a product if they can’t use a free shipping
cost voucher

Product Rating

Different depending on
the product, range rating
4.7-5.0

Maintain a minimum rating of 4.5 and increased the product
ratings from 4.7-4.8 become 5.0 by improving service and
ensuring good product quality

Product Sold

Different depending on
the product, range 71pcs
—14,300pcs sold

Increased the number of product sold that below 999pcs
become more than 1,000pcs sold

Shipping Cost

Join Gratis Ongkir XTRA
program

Continue to join XTRA Free Shipping program to meet
consumer desires

Expedition
Option

Only J&T Express
expeditions available

Open Gojek & Grab instant courier options so that delivery
will arrive on the same day

Opening a cargo type expedition such as JNE Trucking (JTR)
so that the shipping costs for wholesale purchases are cheap

Opened expeditions at low prices and participated in free
shipping cost programs, namely SiCepat Halu and Ninja
Express

Open all expedition options so that consumers can choose
an expedition that is trusted and available in their city

CcoD
Method

Payment

COD payment method
options are available

Continue the availability of the COD payment method to
meet consumer desires

Store Rating

4.84 /5.00

Maintain a minimum rating of 4.5 and Increased the store
ratings from 4.84 become 5.0 by evaluating the rating of
each product

icle
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Percentage of
chats replied

97%

Keeping the percentage of chats replied at least 95% and
increased become 100% with shifting admin 24 hours

Seller Location

Only in one city, Bandung

Adding warehouse branches to Jakarta to expand the market
to the JABODETABEK area

Added a warehouse branch to Surabaya to be closer to
buyers in Eastern Indonesia

Adding warehouse branches on every island so that the
shipping costs are cheap and get to consumers quickly

Adding warehouse branches in every major city in Indonesia
so that the shipping costs are cheap and reach consumers
quickly

Product
Description

There are still limited
results from other sellers

Ensure that there are at least three pieces of information,
namely product specifications, explanation of product
specifications and information about the availability of
product stock

Written Review

Not asking consumers to
review

Provide discount vouchers to consumers who provide
positive reviews

Give a giveaway in the form of a raffle prize to buyers who
provide positive reviews

Photo Product

Review

Not reply to all negative
reviews

Reply to negative reviews with a confirmation statement
and contact the buyer to resolve the problem and ask for a
change to a positive review

Not asking consumers to
upload product photos in
reviews

Ask consumers to provide reviews using product photos
from consumers

Send real pictures of products that will be sent to consumers
so that the photos can be used by consumers to write
reviews

Star Seller Badge

Have a Star Seller badge

Maintain the Star Seller title

Cashback
Badge

XTRA

There is no Cashback XTRA
badge because not joining
the program

Join the Cashback XTRA program by paying an additional 2%
admin fee

Do not join the Cashback XTRA program and do not need to
pay admin fees

5.1.2 FOLLOW UP POTENTIAL BUYER

Based on the respondent answer about reasons for not making a purchase, FBP can follow up potential buyers to
purchase by understanding the type of potential buyer and how to treat them. The following Table 2 is a strategy
that can be applied by FBP to increase the sales conversion rate by maximizing potential buyers.

Table 2 Follow Up Potential Buyer

Type Potential Buyer

Data Findings

Business Solution

have’nt checkout

Added product to cart, but

Customer list in broadcast chat
payment reminder at Shopee sell-
er center sub-buyer management

Broadcast chat special free shipping cost
or discount voucher

Checked out product but
have’nt made a payment

Shopee seller center in the order
section -> my order -> unpaid

Personal chat to reminders payment.
First chat at first hour order created to
confirm order receipt and second chat at
last 3 hours payment to offering special
additional gift.
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Shopee seller center in the order
section -> my order -> cancellation
(canceled automatically by the
system)

Personal chat to ask about reason can-
celed order and offering special addition-
al gift to create new order

Checked out product but
did’nt make payment until
deadline

For visitors who have added FBP products to their cart and have not checked out, FBP can use the buyer
management feature in the seller centre to broadcast chat to consumers who have FBP products in their basket.
FBP can provide exclusive vouchers in the form of a discount or free shipping in its broadcast chat to increase
checkout desires. For potential buyers in the way of visitors who have checked out the product and have not
made a payment or have not made a payment until the 1x24 hour deadline, FBP can remind the payment via
chat to the user. How to see a list of users can open a seller centre in the order section -> my order -> unpaid and
cancellation (cancelled automatically by the system). Chat reminders can add additional gift offers if you make a
payment on the same day or confirm that the goods will be shipped immediately if you make a payment before
cut off packing.

5.2 CONCLUSSION

After distributing questionnaires and analyzing answers from the respondent, the low of FBP sales conversion
rate is concluded from two leading causes, first is the habit of Shopee users who open products without buying
intent or delaying the purchase and second is information on FBP product pages that is not convincing so that
visitors do not buy products at FBP.

FBP Visitor who did not want to buy the product, its potential could not be maximized so that the sales conversion
rate would not be able to reach 100%. The habit of Indonesian consumers who often walk to the mall without
shopping turns out to be in online media, which is only looking at products at Shopee for fun. For FBP visitors who
postpone product purchases and have put the product in the shopping basket, this can be maximized through
consumer follow-up, which is included in potential buyer data.

To maximize FBP visitors who intend to buy a product, but do not shop because the information on the FBP
product page is inconclusive, new strategies will be implemented to improve it. As a solution to increasing the
sales conversion rate, two business solutions will be carried out, improving the appearance of the FBP product
page on Shopee and following up potential buyers through the features available on Shopee.

5.3 LIMITATION

Based on the explanation above, this research focuses on strategies to solve FBP problems about the low of sales
conversion rate. On the other hand, human resources, finance, operations aspects are not included in aspects
that will be focused more deeply. This research will be for July 2020 based on data from January 2019 to June
2020.
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Abstract

Fashion is the second fastest growing industries in Indonesia, especially in Bandung which is known as Paris Van
Java. Arine is a local fashion brand that focused on aesthetic and vintage-inspired essentials. Arine sells their products
on Instagram and Shopee wich has 15.500 followers on Instagram in one year with engagement rate 2.28% and
1.700 followers in Shopee with rating 4.9/5. Instagram is the main social media where Arine does their market-
ing. But, with those followers and that rating, Arine revenue is still very low. External analysis will be carried out
by using Porter Five Forces Analysis, Benchmark Analysis, and Customer Analysis by distributing questionnaires
and the internal analysis by using Current Business Process, STP Analysis, Marketing Mix Analysis, and Business
Model Canvas. After that, researcher break down the root cause being faced by using Fishbone to be more de-
tailed. The root cause of Arine’s business issue after conducting fishbone diagram are lack of product variation, do
not have offline channel, and low of brand awareness. To solve the main business issue of Arine, researcher has
proposed new marketing mix strategy by incorporating consumer behaviour, customer path and marketing 4.0
in it. Researcher can find the reference of Arine potential customer product, price, place, and promotion by using
the consumer behavior and customer path. Lastly, to make the solution happen the new marketing mix strategy
proposed earlier need an action budget plan.

Keywords: Women Fashion, Marketing Mix, Increase Sales

1. INTRODUCTION

Fashion is the second-fastest-growing industry in Indonesia, especially in Bandung which is known as Paris Van
Java. The top three sub-sectors that dominated Indonesian economy are culinary, fashion, and craft (Bekraf,
2019). Based on the data, it shows that there is a big opportunity to enter the fashion industry. Local fashion
is on the rise, nowadays. There are many local fashion brands that gain popularity across age groups and social
classes and many events being held to support such as Brightspot Market, Pop Up Market, Trademark, etc. Arine
is a local fashion brand that focused on aesthetic and vintage-inspired essentials. Currently, the store is online store
and based in Bandung, Indonesia. Arine’s first launch was on May 2019 with the tagline “The style you crave”. Arine
sells their products on Instagram and Shopee. Arine gets 15.500 followers on Instagram in nine months with
engagement rate 2.28% and 1.900 followers in Shopee with rating 4.9/5. Instagram’s engagement rate is a metric
that measures the level of engagement that a piece of created content is receiving from audience. In summary,
as an industry standard, an engagement rate on Instagram between 1% and 3% is generally good (Scrunch, 2019).
Arine’s engagement rate on Instagram is good enough to communicate with followers and bring them to the last
step which is closing sales. But, with those followers and that rating, Arine revenue is still very low. In this phase,
Arine needs a large sum of working capital and retained earnings to operate. Thus, it is crucial that the company
must increase their sales per month. This research focuses on new marketing mix strategy for Arine to increase
sales.

2. METHODOLOGY

2.1 CONCEPTUAL FRAMEWORK

The business issue in Arine brand is mainly about optimizing sales through a maximized marketing mix. Business
issue analysis will used combination between internal, external, and SWOT analysis. The conceptual framework
in figure 2.1 below consist of analysis stage, concept, and the context of the research that are needed to sold the
business problem.
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Figure 1. Conceptual Framework
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2.2 DATA COLLECTION

This research uses two research methods, those are qualitative and quantitative. According to Barnham (2015),
Quantitative research tries to find answers to concrete questions by generating numbers and facts. “The goal is
to establish a ‘representation’ of what consumers do or what consumers think”. The quantitative data obtained
from questionnaire data in the form of multiple choices. While the qualitative approach is informed by inductive
logic, in which potential understandings of a phenomenon are derived from the data. Researcher used interviews
with local brand owners to support the data needed. This research uses analytical management tools such as
STP, Marketing Mix Analysis, Five Forces Analysis, Business Model Canvas, Benchmark Analysis, and Customer
Analysis to determine the internal and external condition of Arine business environment.

2.3 INTERNAL ENVIRONMENT ANALYSIS

2.3.1 SEGMENTING, TARGETING, AND POSITIONING ANALYSIS

1. Segmenting
According to Dharmmesta and Handoko (2013), market segmentation is the process of dividing the market
into market segments that will be targeted sales to be achieved with certain marketing mix. Arine will use four

variables in order to segment the customer market. These four variables are geographic, demographic, behavioral
and psychographic variables.

2. Targeting

According to Kotler and Armstrong (2014), market targeting is a process of evaluating each market sgement’s
attractiveness and selecting one or more segments to enter. The result of Arine customer target is shown in table
1 below.

Table 1. Arine’s Target Market

Geographic segmentation (Indonesia)

Region Sumatera Selatan, Jakarta, Jawa Barat, Jawa tengah, Jawa Timur, Sumatera Utara,
Sumatera Barat, Riau, Aceh, Kalimatan Timur, Kalimantan Barat, Sulawesi Selatan,
Bali.

Population Density Big city/capital City

Demographic

Age 16-18, 19-21, 22-28
Gender Female
Income 500.000 - 1.000.000

2.500.000 - 2.500.000
2.500.000 - 3.500.000
3.500.000 - 6.000.000

Generation Generation Y (millennial), Generation Z
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Psychographic
Social Class Middles, middle up
Lifestyle Fashionable, vintage/retro style, outgoing, stylish, traveler, independent, adventurer,
nature-lover

3. Positioning

Positioning is the way a company’s product, brand, or organization was perceived relatively compared to a
product, brand, or organization competing by current customers as well as potential customers (Tjiptono and
Chandra, 2012). Arine positioned itself as a fashion brand for women that provide vintage or retro essentials at a
reasonable price, good services, unique, and colorful. Arine’s positioning will be shown in figure 2 below.

Expensive
AN
L] L
‘ Retro,
Minimalist, Vintage,
Simple Chic Color-blocking
style NUNANANU e
ARINE
Cheap

Figure 2. Arine’s Positioning

2.3.2 MARKETING MIX ANALYSIS
1. Product

Product is the good the combination of goods and services that the business provides to the market (Kotler and
Armstrong, 2014). As previously mentioned in the company profile, Arine is a local fashion brand that focused on
aesthetic and vintage-inspired essentials. Currently, Arine launch the basic of vintage fashion, such as shirt, printed
t-shirt, jeans, tote bag, and necklace. All the product of Arine material is fabricated in Indonesia. In terms of
packaging, Arine uses cardboard as a packaging with the logo of Arine attached to the box. The advantages
of cardboard packaging are very durable, cheap, and recyclable. In the near future, Arine is planning to use
packaging that is 99% non-plastic and recyclable.

2. Price

The definition of Price in terms of Marketing Mix is the total cost that customers give up to gain the benefits of
having or using a product and services (Kotler and Armstrong, 2014). Arine set their price starting from Rp 49,000
—Rp 199,000.

3. Place

According to Kotler and Armstrong (2014), the definition of place in the context of Marketing mix is the all
company activities that makes the products available to the targeted segments and customers. Currently, Arine
does not have an offline store yet. In this technology communication era, Arine uses internet as their base of
sales.

4. Promotion

Promotion mix consists of advertising, sales promotion, personal selling, public relation, and direct marketing
(Kotler and Armstrong, 2014). There are some aspects of promotional used by Arine such as Instagram Ads,
Discount Promotion, Bazaar, and Endorsement.

2.3.3 BUSINESS MODEL CANVAS
Business model describes the rationale of how an organization creates, delivers, and capture value (Osterwalder

19 icle




The 8 International Seminar and Conference on Learning Organisation

& Pigneur, 2010). The business model canvas of Arine as shown in figure 2, is formulated based on the company
activities, value, and product 2019-2020 period.

Table 2. Arine’s Business Model Canvas

Key Partners Key Activities Value Proportions Customers Relationship Customer
Segments
e  Vendors e Production e Aesthetic fashion | e  Instagram’s Stories
e  Photographer | o Advertising essentials e Daily Posts ¢18-24y.0
e  Material o Selling e Female
Suppliers e Product Photo- e Women who
shoot seek on aes-
Key Resources Channels thetic fashion
o Physical Asset e  Instagram
e Human Resource ° Line
e  Shopee
e  Tokopedia
e  WhatsApp
Cost Structure Revenue Stream
e  Production e  Product Sales
e Advertising
e Vendors Services
e  Materials

2.4 2.4 EXTERNAL ENVIRONMENT ANALYSIS

2.4.1 2.4.1 PORTER FIVE FORCES

According to Williams and Curtis (2016), Porter five forces is a perspective for assessing and analyzing the
competitive strength and position of a corporation or business organization.

The Bargaining Power of Supplier

The bargaining power of supplies of Arine is relatively small and insignificant force. In Bandung, we can find any
kind of fabrics sellers at Cigondewah, Otista, Tamim street, etc. It’s easier to find many suppliers that can provide
any fabrics that we need (Nola as the owner of Lolica, 2020). Arine source their products from some suppliers in
Bandung with good quality of materials. Suppliers have little control over the fashion industry as, unfortunately,
they are dispensable and can always be swapped out. As a result, input prices are relatively low.

2. The Bargaining Power of Buyer

Arine, as a new small player in fashion industry, has less bargaining power than potential customer. Customers
can choose another brand which they already know because the customer awareness about Arine is still low.
According to Nuna as the owner Nuna Nanu (2020), some of Nuna Nanu’s customers feel bored with existing
design. So, the bargaining power of buyers is high.

3. Threat of New Entrants

Based on the data conducted earlier, the fashion industry is one of many industries that have a high threat of new
entrants. The possibility of additional businesses entering the retail women’s apparel market affects the current
profit and competition levels experienced by businesses in the industry. Existing businesses may choose to limit
their profits to discourage new entrants. New businesses would bring with them the potential to pressure prices,
costs, and investment rates of returns as well as taking market share from established businesses (Porter, 2008).
Currently, Arine is trying to find unique ways to popularize their own products and as such build a strong brand
because the threat of new entrants is high.

4. Threat of Substitutes

There are so many local brands in Indonesia that create so many choices for customers to choose from. According
to Njambi et al (2016), substituted products are products that can meet the same needs as other products even
though the resulting product is different. There are few substitutes for clothing but all the ‘substitutions’ in the
industry are about competition. Based on Nuna (2020), sweatshirt and t-shirt products in e-commerce have tens
of thousands of choices. So, you have to look for other values besides the product and the price of the product
itself. Therefore, the threat of substitute players is quite high.
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5. Rivalry Among Competitors

According to Ehmke (2014), rivalry among competitors is often the strongest of the five competitive forces, but
can vary widely among industries. Porter’s intensity of rivalry in an industry affects the competitive environment
and influences the ability of existing firms to achieve. Arine has low score in rivalry among competition (such as
Nuna Nanu and Lolica). This means, Arine must find out the right strategy for having more power to compete
with competitors.

2.4.2 BENCHMARK ANALYSIS

According to Kotler and Armstrong (2012), benchmark is the process of comparing the company’s products and
processes to those of competitors or leading firms in other industries to identify “best practices” and find ways
to improve quality and performance.

There are three brands in the same industry with Arine that have similar products and value.
1. Lolica

Lolica is one of local brands in Indonesia. According to their website, the company found in 2018 and inspired
by Korean culture. The idea behind Lolika is making people happy every time they wear Lolica’s outfit (www.
lolicalolica.com, 2018). They have Instagram account named @Iolica.id. The products are very similar with Arine
such as sweatshirt, pants, t-shirt, tote bag and necklace. The price starts from Rp 150.000 to Rp 450.000. Most of
the Lolica’s products are colorful and cheerful.

2. Nuna Nanu

Nuna Nanu is a local brand in Surabaya, Indonesia. They have Instagram account named @nunaastore. They sell
sweatshirt, t-shirt, pants, and tote bag. Most of the Nuna Nanu products have pastel colour and the range price
is from Rp 135.000 to Rp 225.000.

3. H&M

H&M is a Swedish multinational clothing-retail company known for its fast-fashion clothing. As of November
2019, H&M operates in 74 countries with over 5,000 stores under the various company brands, with 126,000 full-
time equivalent positions. It is the second-largest global clothing retailer, just behind Spain-based Inditex. The
company has a significant online presence, with online shopping available in 33 countries. They utilize website
as their channel for selling the product to potential customer, the look of their website is shown on figure 2.10
below. H&M has considerably affordable prices for middle class in Indonesia which starts from Rp 149.000.

Table 3. Benchmark Analysis

Brand Est. Product Price Distribution channel Promotion
Arine 2019 Women Rp 135,000 — Rp @arine.id (15,500 followers) Instagram Ads
wear 199,000
Endorsement
Lolica 2018 Women Rp 150,000 — @Ilolica.id (150,000 followers) | Instagram Ads
wear 450,000
inspired www.lolica.lolica.com Endorsement
by Korean ..
Culture Official store Brand ambassador
Nuna Nanu 2016 Women Rp 135,000 —Rp @nunaastore (572,000 Instagram Ads
wear 225,000 followers)
Endorsement
H&M 2013 Women Rp 149,000 — Rp www.id.hm.com eFree return
Indonesia wear 1,000,000 e Product Warranty
eDiscount

Based on the table above, Arine product prices are the cheapest compared to other competitors. For a brand just
starting out in 2019, Arine’s followers are already good at the 15,500 followers point. With the promotion used,
Arine can add a website as a distribution channel.

2.5 SWOT ANALYSIS

According to Harrison (2010), SWOT analysis is an examination of an organization’s internal strengths and
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weaknesses, its opportunities for growth and improvement, and the threats the external environment presents
to its survival. Arine SWOT analysis are elaborated below:

1. Strength
The strength of Arine based on the earlier internal and external analysis are listed below:
a. Competitive Pricing for the Quality
b. Eco Friendly Packaging
c. Unique Selling Proposition
d. Interactive Content in Social Media
2. Weakness
There are three weakness which Arine has. The weaknesses are described below:
a. Low Brand Awareness
b. Low Product Variety
c. Online Store Only
3. Opportunities
There are two opportunities which Arine has. These are:
a. Instagram as The Prospective Social Media
b. Website as The Prospect to Expand Market Channel
4. Threats
The threats of Arine are listed below:
a. High Number of Emerging and Established Competitors
b. Risks or Scam and Fraud

c. International Giant Retail Brand

2.6 ROOT CAUSE ANALYSIS

According to llie and Coicoiu (2010), the Root Cause Analysis (RCA) is a business tool that is purposed to locate
and define the root cause of the problem that is located inside a certain subject. There are several tools that
are designed to locate the problem, but in this research, the method of fishbone diagram will be used in order
to locate and identify the problem located inside Arine, the diagram presented below on figure 2 has identified
Arine problem from each dimension.

Figure 2 Arine’s Fishbone Diagram

Lack of product ~ There are many

variantion fashion brands

No physical store

Low capital hudgct_’ Lack of competitive

advantage
Do not have offline

channel

Giant competitor —————p

The gap of products
Have not done launching is big
consignment strategy

v

Lack of promotion
program

Do not know what program

would be effective =
Low of brand awareness e

Social media no optimized

PROMOTION
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4. BUSINESS SOLUTION

This chapter will elaborate the solution for company issue. Marketing strategy is needed in term of increasing the
revenue of Arine company. Researcher conducts surveys based on the potential customer behavior and marketing
mix preference. A new marketing mix strategy will be formulated by the researcher from the data.

4.1 POTENTIAL CUSTOMER INSIGHT

Customer Insight are made up of evaluated information about the current and potential customers. They come
from a combination of quantitative and qualitative research and data analysis. This analysis is conducted to gain
data about Arine potential customer behavior in their purchasing stage and their four P’s preference.

1. Customer decision making process and customer path

According to Wang & Ruhe, Decision-making is one of the basic cognitive process of human behaviors by
which a preferred option or a course of actions is chosen from among a set of alternatives based on certain
criteria. Based on Solomon (2015), the stages of cognitive decision-making process in digital era are need
recognition, information search, evaluation of the choice, purchase, post-purchase evaluation. According to
Kotler and Kartajaya (2017), in marketing 4.0, the customer path should be rewritten as the five A’s: aware,
appeal, ask, act, advocate.

2. The O Zone

A customer’s decisions across the five A’s are usually influenced by a combination of their own influence,
others’ influence, and outer influence and it’s called as The O Zone (Kotler and Kartaya, 2017). The outer
influence comes from external sources. From a brand’s standpoint, outer influence is still manageable and
controllable. Marketers take an important role here to communicate with potential buyers and attract them.
The others’ influence comes from a close circle of friends and family as word of mouth. Otherwise, the
other’s influence may also come from forum or communal rating in the internet. The own influence comes
from within oneself. It’s an honest review or past experience with several brands. They have their own
personal judgement and evaluation of the brands, and ultimately individual preference toward the chosen
brands.

3. Potential customer’s preference towards marketing mix

The brands must analyze the entire product cycle. This means that the brand should study how their product
is perceived by the potential customer. Based on Kotler and Kartajaya (2017), the marketing mix is a classic
tool to help plan what to offer and how to offer to the customers. Thus, the survey will ask about the
customer product, price, place, promotion preference.

4.2 DATA FINDING FOR THE SURVEY

In this research, researcher uses questionnaire to generate insight from Arine potential customer about their
decision-making process and their marketing preferences. The questionnaire is using Google form for 102
respondents. The questionnaire will be divided into two parts. The first part is about the consumer’s decision-
making process and customer path towards fashion shopping behavior. This part is used for formulating marketing
strategy to gain more customer and increase sales. The second part is using to identify the preference of potential
customer towards product, price, place, and promotion of fashion brand.

4.2.1 OPERATIONAL VARIABLE
The operational variable of Arine based on:

1. Operational variables of Arine potential customer decision making process and customer path model (shown
on table 3.1).
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Table 3.1 Consumer Behaviour Operational Variables

Variables Sub-Variables Instrument Scale
Consumer decision | Need Recognition Structur e d|Open-Ended Question
making process | Avare Questionnaire Open-Ended Question
and Consumer path
model. Information Search Open-Ended Question

Appeal Short Answer

Evaluation of Alternatives Open-Ended Question

Ask Short Answer

Purchase Decision/Act Multiple Choice and Open-Ended
Question

Post Purchase Behavior/Advocate Open-Ended Question

2. Operational variables for Arine potential customer preferences based on marketing mix four P’s (shown on table
3.2).

Table 3.2 Four P’s Operational Variables

Variables Sub-Variables Instrument Scale
Product Product Feature Structured Question- | Open-Ended Question
Product Style and Design naire Open-Ended Question
Price - Structured Question- | Multiple Choice
naire
Place - Structured Question- | Open-Ended Question
naire
Promotion Advertising Structured Question- | Open-Ended Question
Message Strategy naire Open-Ended Question
Execution Style Open-Ended Question
Sales Promotion Open-Ended Question

4.2.2 POPULATION

Population is geographic generalization there are: object or subject has the quality and certain of characteristic
that set by the researcher to learning then conclude (Sugiyono, 2010). In this research, the population is Arine’s
target market that has been described in chapter two. Because the limitation of the researcher to count the
population of the respondent based on the Arine’s target market, the total population are considered as infinite
population.

4.2.3 SAMPLING METHOD AND SIZE

Sample is a part of the population which will to be analyzed. According to Arikunto (2006), a sample must be
representative to the population. Based on Sekaran (2000), the sample size must be larger that 30 and less than
500 appropriate for most research. So, the respondent as 102 women in age 16-28 years old, domicile in Jakarta,
Bandung, Surabaya, Tanggerang, Medan, Jogjakarta.

4.3 FINDINGS OF THE SURVEY

Awareness is the first stage of cognitive decision-making process. Based on the data that researcher got from
respondent, most of customers will buy fashion products when they need it and when it’s discounted. According
to Kotler (2017), Marketers do not create needs, needs pre-exist marketers along with other societal factors, and
influence wants. This means Arine must satisfy needs and give them the reason to buy Arine’s products through
discount promotion. They discover new local brand from Influencer’s review (69%) and Ads on Social Media
(67.6%). This result means Arine must focus on influencer endorsement, ads on social media, and word of mouth
from social community approach. Then, researcher asks respondent about what online platform that they mostly
use to shop and the result is E-commerce such as Shopee, Tokopedia, Zalora, etc (86.3%) and Instagram (52%).
This result will determine where Arine put its advertisement on those online platforms in the future to increase

sales.
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The next stage, after need recognition, customer search for more detail information to make a decision.
Researcher ask respondent about what online platform that they mostly use to search information about the
product. Researcher conducts the result from the survey that they use E-Commers search in the first place
(86.3%), Instagram Search (52%), and Google search (39.2%).

After information search and appeal, customers go to the next stage which is evaluation of alternatives and ask.
Since customer cannot compare the brands by directly touch the materials or wear it, there are determinant
attributes for the customer to evaluate. Researcher asks respondent what activity they do when they are
evaluating a product they wanted. The result is comparing with other brand (quality, price, service) (74%),
depending on variations (64.7%), and reading some testimonials from other customers (61.8%). Respondent
also more interested with the attractive design of product and the concept of the brand is fit on them. When
evaluating alternatives, customers feel more curious about the brand they are attracted to and actively search
more information. Based on the data that researcher got, testimonials are very important for deciding (88.2%)
and followed by asking to friends or family that have bought the product. Convinced by further information in this
stage, Arine have one more question for respondent about what additional information they may need and the
result is they have been felt satisfy with the information (18%), detail size chart (20%), and material information
(10%).

The next stage is purchase. This stage is crucial enough because they can get the experience directly from the
brand. The brand can convert their potential buyer to a customer. So, researcher asks respondent about which
online channel they prefer to place their order. The result is E-Commerce (91.2%) and WhatsApp (28.4%). After
ordering, the last step for potential customer to do is payment. Based on the data that researcher gathered is
they prefer pay the bills by transfer debit/credit card (76%) and payment on E-commerce itself (70%).

Purchase stage is not the last stage of this customer path. The brands need to engage with their customers and
make sure the experience that their customers get is excellent. Researcher needs to know on their factor of
repetition buying. Based on the data collected, they will do repurchase if the price and quality are as expected
(99%), special promotion for repurchase (48%), and on-time delivery (40.2%).

The brands also have to pay attention to the factors that make people stop buying from their brand. The
disappointment of customer will be negative comment that will be spread on internet. Based on the data from
questionnaire, they will stop buy that product online if the photo of product is not match in real life (91.2%),
quality of service is poor (58.8%), and the brand does not have return policy for reject product (54.9%).

4.4 MARKETING MIX PREFERENCE
1. Product Preference

Based on fishbone diagram about root cause analysis, one cause that Arine decrease their revenue is low
variety in the product line. Researcher utilize Co-Creation approach to make more new products. According
to Kartajaya & Kotler (2016), Co-creation involve customer early in the ideation stage. Based on the data,
fashion products respondent mostly bought are outer such as sweatshirt, sweater, cardigan, etc (32.4%) and
skirt (31.4%). After knowing fashion product they mostly buy, researcher want to know what kind of outer
they mostly wear. The result is long cardigan (71.3%), sweater (47.1%), and oversized sweatshirt (32.4%). For
skirt, the data shown that most respondent attract to maxi skirt (69.6%) & Midi A Line skirt (37.3%).

2. Price Perception

Price perceptions have a significant direct effect on customer satisfaction and behavioral intentions, over
and above their mediated effect through the construct of customer value (Varki & Colgate, 2001). This
survey collected to capture directly respondent’s perception of Arine product prices. The first product of
Arine is outer. Their perception of outer’s prices is Rp 100,000 — Rp 200,000 (58.8%) and Rp 200,00 — Rp
300,000 (25.5%). The second product is t-shirt, the result is Rp 100,000 — Rp 200,000 (60.8%) and less than
Rp 100,000 (37.3%). Next product is skirt, their price perception about the skirt is Rp 100,000 — Rp 200,000
(54.9%) and Rp 200,000 — Rp 300,000 (29.4%). The last product is pants, then the result is Rp 200,000 — Rp
Rp 300,000 (45.1%) and Rp 200,000 — Rp 300,000 (33.3%).

3. Place Perception

This place perception survey will be used to determine Arine next strategy related to distribution channel.
According the data collected, respondent can choose retail fashion, online store, or both of them as their
favorite place to shop. The answer is retail fashion (86.3%) and online store (74.5%). It means, retail fashion
or offline store is still their priority to go shopping.
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4. Promotion Preference

Promotion preference survey can be good for integrating marketing communication and digital marketing.
Based on the promotion channel preference survey result, most of respondent choose Instagram ads (95.1%)
as their attractive advertising and You Tube ads (6.9%). For the content itself, they prefer in photo format
(89.2%) and video format (60.8%). Researcher also need to know what kind of advertising they feel excited
about and respondent choose product details content (73.5%), promotion content (60.8%), and life style
(48%). The last question researcher asks to respondent is about what kind of sales promotion preferences
they usually attracted. According the result collected, the respondent prefer discount (91.2%). This means
that discount can be used as Arine promotional materials in the future.

4.5 SOLUTION

4.5.1 NEW MARKETING STRATEGY

After doing a survey based on the potential customer behavior and their preference, researcher found that the
price is already fit in the potential customer perception which then shifting the solution priorities to just product,
place, promotion. Marketing 4.0 by Kartajaya & Kotler (2016) will be implemented which combines online and
offline interaction between Arine and their customers.

4.5.2 NEW PRODUCT DEVELOPMENT MIX
1. Co-Creation

From the potential customer insight conducted earlier, researcher formulate 2 new products line concept as
shown in the table below:

Table 4. Arine’s New Product Line and Concept

Product Style Product Line Type/Pattern Colour
Vintage Style Skirt Maxi Skirt Red
Cream
Span Skirt Cream
Yellow
Aesthetic Outer Cardigan Long Cardigan (daisy Lilac
embroidery)
Cropped Cardigan Lime Green
Sweater Oversized Sweater (Band White
Photo Printing)
Black
Knitted Sweater Lilac
Orange

4.5.3 NEW DISTRIBUTION AND ONLINE CHANNEL STRATEGY

Based on customer analysis conducted earlier, customer likely to purchase a fashion brand through offline store
(retail fashion) (86.3%) and online store (74.5%). Thus, Arine must utilize both channels to boost sales.

1. New Offline Channel

Offline store is one of many solutions to create new revenue stream. Based on benchmark analysis and observation,
there are several distribution store Arine need to consider as their distribution partner:

Happy Go Lucky (Bandung)
Kanayakan Cafe (Bandung)
Local Cuteness (Bandung)

2. New Online Channel

Arine already has an account in Shopee (e-commerce). But, Arine needs to increase the coverage of sales channel.
Here are the best three of e-commerce which can be as a good online channel for Arine based on the respondent
research:

- Zalora
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- Tokopedia

- Lazada

4.5.4 NEW PROMOTION STRATEGY
New Promotion Strategy of Arine will be shown on the table below:

Table 5. Arine’s New Promotion Strategy

Aesthetic Style (Hobby, Promotion Type Objective Strategy
Interest, and life style) Advertising Informative Product Details
Digital Communications Customer Relation and Instagram Ads, Website
Awareness
Sales Promotion Awareness and Sales Discount, Free Shipment,
Extra Gift

5. CONCLUSION

Arine’s main issues were identified by fishbone diagram in the earlier analysis. This research uses internal analysis
and external analysis for looking at the wider business environment that affect the business and factors within
Arine itself such as strength and weaknesses. The internal analysis tools consist of STP analysis, Marketing Mix
analysis, Business Model Canvas and the external analysis consist of Porter’s 5 force, and Benchmark analysis.
After analyzing the internal and external situation of Arine and identifying root problem, Arine has discover
the business solution. For marketing perspective, the problem is on a Four P’s. In product itself, Arine has lack
of product variation compare to the competitors. In place dimension, most of potential customers choose to
shop at offline store. They want to try the product physically. In promotion dimension, people still have low of
awareness about the brand. This is because lack of promotion activity since introducing the brand until now. For
solving those issues, researcher has proposed new marketing mis strategy by incorporating consumer behavioir,
customer path and marketing 4.0 in it. Arine needs customer behaviour and customer path to find the preference
of Four P’s. The last step is creating action and budget plan for the new marketing mix strategy proposed earlier.

5.1 IMPLEMENTATION PLAN

Based on the analysis that have been conducted previously, Arine is able to create action plans that would
accommodate and solve Arine’s problems. The action plan consists of the activities needed with the schedule
for the proposed strategy and budgeting plan. The schedule is for a year time span between November 2020 —
October 2020.

Table 4.1 Action Plan Calendar of Arine

Action Plan Details November 2020 — October 2021
Nov | Dec | Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep | Oct

New Product Development Mix

Production

Launch
New Offline Channel

Local Cuteness | Negotiation

Dealing

Selling

Happy Go | Negotiation
Lucky

Dealing

Selling

Kanayakan Cafe | Negotiation

Dealing

Selling

New Online Channel
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Zalora Joining
Selling
Lazada Joining
Selling
Tokopedia Joining
Selling
New Promotion Strategy
Advertising Content
Planning
Product
Photoshoot
Editing
Running an
Online Ads
Building
Website

The production of new product will start in November and is predicted to start launching in January 2021.
Furthermore, Arine also focus on their new revenue streams by Signing up the account at Zalora, Lazada, and
Tokopedia. For promotion strategy, Arine starts building their website in December with one of agencies in
Bandung. Advertising also design by the result of the survey conducted earlier. Content planning will be done in
November and will predictably running in January 2021.

5.2 PROPOSED BUDGET

Table 4.2 Proposed Budget Plan for Promotion Strategy

Promotion Strategy Budget Total
Website Rp 3,500,000 Rp 3,500,000
Content Production
Photographer Rp 80,000/hour x 7 hours Rp 560,000
Woman Model Rp 350,000/day Rp 350,000
Accommodation Rp 200,000 Rp 200,000
Properties
Advertising
Instagram Ads Rp 500,000/month x 6 months Rp 3,000,000
Budget Total Rp 7,610,000

Table 4.3 Proposed Sales Promotion for New Product Variety

Sales Promotion Term and Condition

Year and Sale Up to 50%

Free Shipment Max. Rp 35,000

Free Extra Product Min. purchase Rp 200,000
Consignment Store 20%

5.3 ESTIMATED RESULT

By implementing and executing the following budget, Arine could estimate the results and the outcome that
the company would get. The estimated result consists of three condition such as Optimistic, Most Likely, and
Pesimistic. According to the sales data earlier, the average of Arine monthly sales is Rp 1,350,000. Given the
average price of Arine is Rp 149,000 and the cost of production 35%-50% of the price. Arine new marketing
strategy estimated result will be shown in table 4.4 below.
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Table 4.4 Arine New Marketing Strategy Estimated Result

Proposed Strategy Scenario
Optimistic Most Likely Pessimistic
New Marketing Mix Strat- | 25,000 followers, 150,000 | 22,000 followers, 125,000 | 20,000 followers, 100,000
egy reach, and 5% sales con- | reach, and 2.5% sales con- | reach, and 1% sales con-
version. version. version.
Result for monthly reve- | 1,500% increasement |760% 300%
nue increasement increasement
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Abstract

Utilization of technological developments in the industrial era 4.0 which has changed the way of working carried
out from conventional ways to digital technology also carried out by small business people. This research using
descriptive research methods with a qualitative analysis approach. Data study techniques in This study uses pri-
mary data and secondary data approaches. The data obtained from the research are empirical data. The meth-
odology used in this study is a conceptual review, namely the method used out by collecting data and information
related to market potential, changes in consumer behavior and how to use digital marketing technology as an
alternative solution in innovating with marketing strategies capture the potential market potential. The results of
this study are digital marketing strategies for small businesses in the industrial era 4.0 to achieve business goals
with high challenges and be able to compete in the market. Where small business people can use the strategy for
success in this technological era, including; framing market opportunities; formulate digital marketing strategy;
a customer experience; designing program marketing; utilize customer information through technology; have a
competent business; systemized market customers; and can actively take up marketing programs.

Keyword : Digital Marketing, Small Business, Industries 4.0
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Abstract

Number of Internet users in Indonesia is quite a lot to show major increases every year. This condition doesn’t
support by number of internet banking users. One of the major reasons is the culture difference within country.
The purpose of this research is analyzing culture’s effect as a moderator with modified UTAUT model without
facilitating condition variable. This research focused on culture’s effect influencing behavioral intention as the key
factor from system technology’s non-user. This study collected primary data by distributing questionnaires to 900
respondents in Indonesia. This study uses Structural Equation Modeling (SEM) analysis techniques with the Warp-
PLS 5.0 computer program, which is an alternative approach that shifts from a covariance-based SEM approach
to a variant-based approach. The result of this research shows the significance relationship between effort expec-
tancy, performance expectancy, social influence, behavioral intention and usage behavioral. Then the correlation
between culture variables as a moderator (Long Term Orientation and Uncertainty Avoidance) decrease the exist
correlation in this research.

Keywords: Internet Banking, Hofstede Culture, Modified UTAUT

1. INTRODUCTION

Advances in technology and information have a major impact in people’s lives in all fields (Putri, 2015). The
development of the internet has become increasingly dominant in everyday life, although the clear benefits of the
internet still raise concerns about the potential risks of the internet (Batey and Comer, 2013). The development of
the internet has entered aspects of life from small to large. The use of the internet can increase productivity and
cut costs (Moyer and Hughes, 2012: 919). According to the BCG Report (2015) the number of internet users in
Indonesia in 2014 was 80 million internet users, an increase of 60 million in 2013. The internet now affects almost
all elements, including industry and companies (Bitner et al, 2000).

This technological development causes the banking industry to compete in presenting internet banking services
as a form of interaction with its customers, on the other hand, these customers interact with other financial
industries (Hanafizadeh et al., 2014). Internet banking is an innovative product in banking institutions that offers
advantages and benefits to customers, internet banking also offers new products and services that provide a
sense of security (Gopalakrishnan et al., 2003). Internet banking is a network facility used between bank branches
so that transactions can be made at each branch (Mujilan, 2013). Internet banking services have recently been
increasing and developing tremendously (Hanafizadeh et al., 2014). The history of internet banking was first
started in 1983 in the United Kingdom by the Bank of Scotland which offered internet banking services for the
first time. The service offered is Homelink. Then the service was developed into software used for individual
finances with the name “Microsoft Money” to be accessed by 100,000 households in 1994 (The Financial Brand,
2012). Currently, it is estimated that almost every bank provides internet banking facilities (Mujilan, 2013: 20).

Many banks in Indonesia currently offer internet banking services in carrying out daily transactions, one of which
is the BCA bank which has had KlikBCA since 2001 and has since been followed by other banks (Mayasari, 2011).
For example, the Indonesian banking industry offers this service to improve services to existing customers even
though internet banking is still new in Indonesia (Utomo, 2012). One of the advantages of banking companies is
that they have added value as a competitive advantage (Maharsi da Mulyadi, 2007).

Internet banking services that provide various facilities are not supported by the number of users. Many customers
in Indonesia still use ATM services compared to electronic services and customers prefer to interact with tellers
rather than use the internet to make transactions. Internet banking penetration in Indonesia is 36 percent and is
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somewhat lower compared to countries in ASEAN which have fewer internet users than Indonesia (Laukkanen,
2012). This difference is caused by differences in cultural factors in a country that affect the level of technology
adoption (Huang, 2010). Culture can be described as a moderate effect construct on a significant level of the
relationship between the independent and dependent variables in the technology adoption model (Bankole,
2011). Hofstede’s cultural variables referred to are Power Distance, Individualism, Masculinity, Uncertainty
Avoidance and Long-term Orientation. Research on culture as a moderating variable in the adoption rate of
internet banking services has been carried out using The Unified Theory of Acceptance and Use of Technology
(UTAUT) (Alshare, 2010).

2. LITERATURE REVIEW

Internet banking is a network facility used between bank branches so that transactions can be made at each
branch (Mujilan, 2013). Internet banking is a branch of electronic banking that provides consumers with the
opportunity to use various services such as cash transfers, paying bills, obtaining information on deposits,
investing and checking services via the internet and a website designed by banks (Hanafizadeh et al., 2014)

Internet banking is considered to be one of the most significant technological innovations in the banking world
(Lin, 2011), which has made it possible to get easy access to banking services without time and location limits
(Makris et al., 2009). Internet banking services as a form of interaction with customers, on the other hand, these
customers interact with other financial industries (Hanafizadeh et al., 2014). Internet banking also offers new
products and services that provide a sense of security (Gopalakrishnan et al., 2003). UTAUT is a research model
that stands out the most in technology acceptance and understands the driving factors in technology acceptance
introduced by (Venkatesth, 2003). This research model is a combination of previous research, namely Theory
of Reasoned Action (TRA) Theory of Planned Behavior (TPB), and the Technology Acceptance Model (TAM) in
analyzing technology acceptance (Hanafizadeh et al, 2013).

The first Theory of Reasond Action was made by Ajzen and Fishbein in 2010. TRA uses the assumption that
behavior towards certain objects is influenced or driven by one’s intention (behavioral intention), influenced by
individual attitudes (attitude towards behavior) and social influence (subjective norms). According to (Hanafizadeh
et al., 2014) Theory of Reasond Action comes from the social psychology field. In an effort to reveal the influence
of subjective attitudes and norms on the intention to carry out behavior or not, complementing this theory of
reaction with beliefs, he argues that attitudes come from behavioral beliefs, while subjective norms come from
normative beliefs.

The theory of Planned Behavior (TPB) is a development of the theory of reaction action (TRA). TPB views a
person’s behavioral intention to determine behavior is not only determined by subjective attitudes and norms,
but is also influenced by perceived behavioral control which originates in a person’s belief in these controls
(Azen, 1991 in Al-Qeisi, 2009). Based on the TPB model above, it is explained according to (Chi lee, 2009) that
the attitude towards a person’s actual behavior in carrying out an action in determining is directly influenced by
behavioral intention, this is determined by attitude (atitude), norms (subjective norms) and behavioral control.

TAM is an adaptation of the theory of Reasond Action (TRA) theory according to (Davis, (1993) in Al-Qeisi, (2009)
TAM is a model to explain the acceptance of technology that will be used by technology users. This model connects
cause and effect between system designs. features, perceived usefulness, perceived ease of use, attitude towards
using and actual usage behavoral. Perceived usefulness and perceived ease of use variables are placed as variables
that affect individual interest in technology acceptance (Davis, 1993). According to Davis (1993) in Al-Qeisi, (2009)
variables have a direct influence on the actual use of the system, namely perceived usefulness is the subjective
perceived benefit of the use of technology. Perceived ease of use is the ease felt by the use of technology.
Attitude toward using is the feelings, thoughts and perceptions of consumers directly or indirectly in technology
usage behavior. Meanwhile, the actual system use is one’s own explicit power to use information technology.

The limitation of the TAM model most often found by researchers is that the measurement of technology usage
in respondents only relies on answers from the respondents themselves so it is assumed that the use reported by
respondents is considered to reflect actual use (Al-Qeisi, 2009). Venkatesh and Davis (2000), in Al-Qeisi, (2009)
extend the first TAM model to explain perceived usefulness and usage intentions in social influence and cognitive
instrument processing. This TAM 2 model has a key determinant of the constructs of perceived usefulness and
usage intentions which explain changes in technology acceptance over time each individual uses predetermined
technology (Al-Qeisi, 2009).

The UTAUT model above is divided by four independent variables, one dependent variable and four moderator
variables. The independent variables in question are those that directly affect the dependent variable, the effect
can be positive or negative (Indrawati, 2015: 73). The independent variables in question are: (1) Performance
Expectancy (PE) is the extent to which an individual believes that using the system will help him to achieve
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gains in job performance (Venkatesh et al, 2003 in Saibaba and Murthy, 2013: 80). (2) Effort Expectancy (EE) is
the extent to which individuals understand the ease with which they use systems and technology (Venkatesh
et al., 2003 in Saibaba and Murthy, 2013: 80). (3) Social Influence (SI) is the extent to which individuals feel
that other people can make trust in using new systems and technologies (Venkatesh et al., 2003 in Saibaba and
Murthy, 2013: 80). (4) Facilitating Conditions (FC) is an individual’s perception of the availability of resources and
supporting elements in adopting a new system and technology (Venkatesh et al., 2003 in Saibaba and Murthy,
2013: 80). The moderating variable has a contingent effect on the relationship between the independent variable
and the dependent variable, the presence of a moderating variable can change the initial relationship between
the independent variable and the dependent variable (Indrawati, 2015: 74). The initial variables of UTAUT were
gender, age, experience and volunteerism (Venkatesh et al, 2003).

Hofstade’s national culture dimension (Hofstade, 2010,2001) is to form a framework for adopting a new system
and technology by taking into account the impact of national cultural differences that make individuals fast in
adopting systems and technology. Hofstede (2010) divides the cultural dimension into five dimensions, namely:
power distance, individualism, masculinity, uncertainty avoidance, long term orientation and the understanding
of the cultural dimension. Power distance (PD) focuses on the level of equality or inequality between individuals in
society in a country. Individualism (IDV) focuses on the extent to which society reinforces individual achievements
or the collectivity of the individuals themselves. Masculinity (MSC) is the extent to which level is measured
masculine of values such as assertiveness, performance, success, and competition. Uncertainty Avoidance
(UA) is the degree to which people feel threatened by uncertainty and ambiguity and try to avoid the situation.
Meanwhile, Long Term Orientation (LTO) is where the individual’s situation is oriented towards the future and
sees opportunities in the future by taking into account the level of success.

3. RESEARCH FRAMEWORK

This research framework uses individual behavioral intentions in seeing individuals in technology absorption,
focusing on the determinants of individual intentions in using or adopting technology services (Saibaba and
Murthy, 2013). Several research models are mostly used in the acceptance of information technology including
Fishbein’s Theory of Reasoned Action (TRA) and Ajzen (1975), Ajzen’s Theory of Planned Behavior (1991), Davis’s
(1989) Technology Acceptance Model theory. And the Unified Theory of Acceptance and Use of Technology by
Venkatesh et al (2003).

Figure 1 The Unfied Theory of Acceptance and Use of Technology (UTAUT)
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The selection model for adopting technology adoption Unified Theory of Acceptance and Use of Technology
(UTAUT) developed by Venkatesh et al (2003) is considered a strong and comprehensive model to understand the
acceptance of information technology adoption that integrates the eight models defined in the previous model
on information technology delivery (Saibaba and Murthy, 2013). It was found that there are four factors that
significantly influence the acceptance of work expectancy (performance expectancy), effort expectancy, social
influence and facilitating conditions and moderators in the model are gender, age. (age), experience (experience)
and volunteerism (voluntariness) (Venkatesh et al., 2003). The UTAUT model was found to explain 70 percent
of the variance to users in terms of intention to use technology, whereas the previous eight models could only
explain at a percentage of 53 percent (Saibaba and Murthy, 2013).
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This study uses UTAUT modifications, by eliminating facilitating conditions according to previous studies,
facilitating conditions do not have a significant effect on individual factors for receiving adoption of information
technology (Alhudait, 2015) because facilitating conditions are eliminated in this study. The moderator in this
study was replaced with a cultural dimension (culture) Hofstede (2010). According to Bankole et al (2011), Srite
and Kaharana, (2006), Alshare et al., (2011), Lauksen and Cruz (2012), and Baptista and Oliveira (2015: 426) states
that culture is the most influential structure. on acceptance of information technology services. Culture has a
significant effect in moderating the adoption of technology services. Cultural practices influence the acceptance
of technology service adoption.

Figure 2 Modified UTAUT Model
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Figure 2 is the author’s model framework based on previous research that supports this framework. By using the
variable job expectancy (performance expectancy), business expectancy (effort expectancy) and social influence
(social influence) from the basic model UTAUT (Vankatesh, et.al, 2003) and the moderator variable using culture
(Hofstede, 2010). Distance, Indiviudalism, Masculinty, Uncertainty Avoidance, Long Term Orientation.

Based on the research model above, the research hypothesis is:

H1: Effort Expectancy (EE) has an influence on behavioral intention (BI).

H2: Performance Expectancy (PE) has an influence on behavioral intention (BI).
H3: Social Influence (SI) has an influence on behavioral intention (BI).

H4: Behavioral intention has an influence on usage intention (Ul).

H5a: Masculinty has an influence on the relationship between Performance Expectancy (PE) and behavioral
intention (Bl).

H5b: Masculinty (MSC) has an influence on the relationship between Effort Expectancy (EE) and behavioral
intention (BI).

H6: Uncertainty Avoidance (UA) has an influence on the relationship between Effort Expectancy (EE) and
behavioral intention (BI).

H7: Individualism (INV) has an influence on the relationship between Social Influence (Sl) and behavioral intention
(BI).

H8: Power Distance (PD) has an influence on the relationship between Social Influence (SI) and behavioral
intention (BI).

H9: Long Term Orientation (LTO) has an influence on the relationship between Social Influence (SI) and behavioral
intention (BI).
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4. METHODOLOGY

This research used quantitative research methods. This study uses a Likert scale, the use of this scale has the
advantage of diversity of values and has a higher reliability coefficient. The sampling technique used in this study
is non-probability sampling using quota sampling, namely the selection of sample members according to the
comfort conditions of the researcher from a limited population with a predetermined number of samples. The
population used in this study are bank customers who live in the territory of Indonesia. Then the samples to
be taken for this study are bank customers who have not or do not use internet banking services (non-users) in
Indonesia.

This study uses primary data by distributing questionnaires to respondents. The minimum sample used in this
study was 240 respondents. The questionnaire was collected online through social media such as lin This study
uses primary data by distributing questionnaires to respondents. The minimum sample in this study was 185
samples. The collection of questionnaires was carried out online through several social media, namely line, fuel,
WhatsApp and Facebook with 1149 respondents. The distribution of questionnaires directly (offline) with a total
of 150 respondents was as follows. Respondents in this study are bank customers in Indonesia who have not
used internet banking, so respondents who are not bank customers in Indonesia and customers who have used
internet banking cannot be sampled in this study. The number of respondents that can be taken in this study is
900 respondents.

The validity test was performed using the product moment correlation formula to test the hypothesis of the
relationship between one independence variable and one dependent variable. Meanwhile, the instrument
reliability testing was carried out using internal consistency using the split half technique, which was analyzed
using the Spearman Brown formula. Validity and reliability testing were carried out with the help of SPSS version
20 for windows software. In this study, in the early stages of developing a measuring scale of indigo loading >
0.50, it is considered sufficient to show the validity of a study (Sugiyono, 2011). So, it can be concluded that all
indicators can be said to be valid because the value of the loading factor is> 0.50.

Table 1 Reliability Test Result

Cronbach’s Alpa Cronbach’s Alpha | N of Ttems
Based on
Standardized Ttems
T4 935 38

The results of the reliability test that have been analyzed using SPSS version 23 show that the Cronbach Alpha
value is 0.744. The variables in this study are declared to meet the criteria in reliability, which is more than 0.70
(Indrawati, 2015: 155).

5. RESULTS

This study uses Structural Equation Modeling (SEM) analysis techniques with the WarpPLS 5.0 computer
program, which is an alternative approach that shifts from a covariance-based SEM approach to a variant-based
approach. PLS is more of a predictive model. PLS is a powerful analytical method because it is not based on many
assumptions. Multivariate analysis technique is a statistical analysis that involves more than two variables in each
variable. The variables used in this study include effort expectancy, performance expectancy, social influence,
behavioral intention and usage behavioral as well as moderator variables, namely Power Distance, Individualism,
Masculinity, Uncertainty Avoidance and Longterm Orientation.

The characteristics of the respondents examined in this study were based on gender, occupation, monthly income,
latest education, age and duration of internet use.

Table 2 Respondent Characteristics

Characteristic N Characteristic N Characteristic N
Gender Monthly income Age
Male 514 (57%) <= Rp 2.000.000 109 (12.1%) 17-20 3 (0.33%)
Rp
Female 386 (43%) Rp 2.000.001 - 5.000.000 147 (16.3%) 21-30 245 (27.2%)
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Characteristic N Characteristic N Characteristic N
I — Rp
Rp 5.000.001 - | 10.000.000 509 (56.6%) 31-40 348 (38.7%)
JE Rp e
Rp 10.000.001 - | 15.000.000 129 (14.3%) 41-50 273 (30.3%)
>Rp 15.000.001 6 (0.7%) >50 31 (3.4%)
Occupation E ducational Background Experience using the internet
Student 182 (20.2%) SMA/SMK 227 (25.22%) <1 year T (1%)
Entrepreneur 200 (22.2%) Diploma F | (1.1%) 1-3 years E (21.3%)
Housewife 18 (2%) S1 492 (54.7%) 3-5 years F (5.22%)
Employee 470 (52%) S2 167 | (18.6%) >5 years 652 (72.3%)
Others 30 (3.3%) s3 o[ (o

The validity test of the measurement model in warpPLS is used to determine the relationship between
interconnected variables and how precisely the manifest variable can explain the existing latent variables. In
this study, in measuring the outer model by looking at several indicators including Reliability Indicator, Internal
Consistency Reliability, Convergent Validity and Discriminant Validity. From this method the variable components
in this study can be declared valid and reliable.

Table 3 Structural Model Test Results

Indicator Value Rule of Thumb Explenation

APC 0,192 P-value 2 0,05 Fit
P<0,001

ARS 0,549 P-value = 0,05 Fit
P<0,001

AARS 0,546 P-value 2 0,05 Fit
P<0,001

AVIF 2,333 < 3.3, <5 can be accepted Fit

AFVIF 2,315 < 3.3, <5 can be accepted Fit

Gof 0,630 >0.10, 2 0.25, and > 0.36 (small, medium, large) Fit

SPR 0,700 1:ideal, but 2 0.7 can be accepted Fit

RSCR 0,977 1:ideal, but = 0.7 can be accepted Fit

SSR 1,000 >0.7 Fit

NLBCDR 0,500 20.7 Less Fit

In WarpPLS there are 10 ways to determine the fit size of a model, namely Average Path Coefficient (APC), Average
R-squared (ARS), Average Adjusted R-squared (AARS), Average Block Variance inflation factor (AVIF), average full
collinearity VIF (AFVIF), Thenehaus GoF (GoF), Sympson’s paradox ratio (SPR), R-squared Contribution Ratio (RSCR),
Statistical Suppression Ratio (SSR) and Nonlinear Bivariate Causality Direction Ratio (NLBCDR). The following is
the fit size value for a model in the table. The results of testing of these 10 methods 9 of the requirements are
met 1 is not met, that if the goal is only to test the hypothesis, where each path represents the hypothesis then
the evaluation of the fit model is less important. On the other hand, if the objective of the analysis is to find a
fit model with the original data, then the evaluation of the fit model is important and useful for determining the
quality of the model. In this study, the researcher aims only to test the existing hypothesis.
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Figure 3 WarpPLS 5.0 Output Result
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The hypothesis (H1) is Effort Expectancy (EE) has an influence on Behavioral Intention (Bl) has a positive
relationship with a parameter coefficient value of 0.336 and a P-value of 0.001, which is below 0.05, which means
that HO is rejected and H1 is accepted.

The hypothesis (H2) is Performance Expectancy (PE) has an influence on Behavioral Intention (BI) which has a
positive relationship with a parameter coefficient value of 0.261 and a P-value of 0.001 which is below 0.05 which
can be seen in table 4.9 which means HO rejected and H1 accepted.

Hypothesis (H3) is Social Influence (SI) has an influence on behavioral intention (BI) has a positive relationship
with the parameter coefficient value of 0.319 and a P-value of 0.001, which is below 0.05, which means that HO
is rejected and H1 is accepted.

The hypothesis (H4) is behavioral intention (BI) has an influence on usage intention (UB) which has a positive
relationship with a parameter coefficient value of 0.725 and a P-value of 0.001, which is below 0.05, which means
that HO is rejected and H1 is accepted.

The hypothesis (H5a) is Masculinty has an influence on the relationship between Performance Expectancy (PE)
and behavioral intention (BI) which has a positive relationship with a parameter coefficient value of 0.031 and a
P-value of 0.281 which is above 0.05, which means that HO is accepted and H1 rejected.

The hypothesis (H5b) is Masculinty has an influence on the relationship between Effort Expectancy (EE) and
behavioral intention (BI) has a negative relationship with a parameter coefficient value of -0.027 and a P-value of
0.279 which is above 0.05, which means that HO is accepted and H1 is rejected.

The hypothesis (H6), namely Uncertainty Avoidance (UA) has an influence on the relationship between Effort
Expectancy (EE) and behavioral intention (BI) which has a positive relationship with a parameter coefficient value
of 0.103 and a P-value of 0.013, which is below 0.05, which means HO rejected and H1 accepted.

The hypothesis (H7) is individualism (INV) has an influence on the relationship between Social Influence (SI) and
behavioral intention (BI) which has a negative relationship with a parameter coefficient value of -0.019 and a
P-value of 0.313, which is above 0.05, which means HO. accepted and H1 is rejected.

The hypothesis (H8) is Power Distance (PD) has an influence on the relationship between Social Influence (SI)
and behavioral intention (BI), which has a positive relationship with a parameter coefficient value of 0.023 and a
P-value of 0.243 which is above 0.05, which means HO accepted and H1 is rejected.

The hypothesis (H9) is Long Term Orientation (LTO) has an influence on the relationship between Social Influence
(SI) and behavioral intention (BI), which has a negative relationship with the parameter coefficient value of -0.088
and a P-value of 0.023, which is below 0.05. which means that HO is rejected and H1 is accepted.
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6. DISCUSSION

Based on the data collection, this study uses five main variables and five moderator variables, the main variables
are Performance Expectancy (PE), Effort Expectancy (EE), Social Influence (Sl), Behavioral Intention (BI), Usagae
Behavioral (UB), and Modification variables are Masculinity (MSC), Individualism (INV), Long Term Orientation
(LTO). Uncertainty Avoidance (UA), Power distance (PD) with 37 items of questionnaire questions. This study
adopts the previous studies of Venkatesh (2003) in Al-Qeisi, 2009, Huang et al, 2010, and Alshare et al., 2011).

Effort Expectancy (EE) has a significant effect on Behavioral Intention (BI) with a coefficient value of 0.337, this
means that the higher the level of expectation for convenience after using internet banking services, the higher
the individual’s interest in using internet banking services. This statement supports the results of research
conducted by Alshare et al. (2011) which states that Effort Expectancy (EE) is a key determinant of behavioral
intention (Bl) in the use or adoption of a new service.

In this study, the constructs that have a significant effect on forming behavioral intention (BI) are Effort Expectancy
(EE) and Social Influence (SlI). This result is the same as previous research conducted by Alshare et al, (2011).
The construct variables Effort Expectancy (EE) and Social Influence (SI) are the constructs that most influence a
person’s intention to use internet banking.

Behavioral Intention (BI) has a significant effect on Usagae Behavioral (UB) with a coefficient value of 0.725 with
a coefficient value of 0.337.

The Hofstade culture moderator variables in this study are Masculinity (MSC), Individualism (INV), Power distance
(PD) which do not moderate the relationship between the variables Performance Expectancy, Effort Expectancy
Social Influence. It can be concluded that the cultural moderator variable above does not strengthen the influence
of Performance Expectancy, Effort Expectancy Social Influence and Behavioral Intention. But in this study, there is
a moderator variable (Long Term Orientation, Uncertainty Avoidance) which moderates the relationship between
Effort Expectancy, Social Influence and Behavioral Intention.

Masculinity is the degree to which certain behavioral values, such as assertiveness, achievement, success, and
competition among people. If the Masculinity score in an area is high, the higher the community in that area
will be more aggressive in achieving its goals. It is assumed that countries with high masculine levels will be
more interested in using technology if they believe that the technology can increase performance and facilitate
the achievement of its goals (Hofstade, 2010). According to Hofstade (2010), the characteristics of Indonesian
society have a low Masculinity score compared to other Asian countries. With a low masculine level, people are
less motivated to increase expectations of convenience and someone’s intention to use these services is getting
smaller so that they are less interested in adopting technology.

Therefore, the relationship between variables, Effort Expectancy and Behavioral Intention is not moderated by
Masculinity. In research supporting previous research, Wanda and Giri (2015) state that Masculinity does not
affect the relationship between Performance Expectancy and performance expectations that customers will get
after using internet banking services on their interest in use, supporting the research of Huang et al (2010).

Uncertainty Avoidance is a level of society feeling threatened by uncertainty and trying to avoid it, the
characteristics of Indonesian society tend to avoid uncertainty. This shows that the higher the level of Uncertinty
Avoidance, the hope of convenience will affect one’s interest in using internet banking services.

Individualism is the degree to which individual traits are stronger in society. Low individualism means that there is
a close relationship between individuals in community groups (collectivism). If Individualism in an area is high, it
will be increasingly difficult for individuals to be influenced by other people to adopt internet banking services. If
it is related to the culture of Hofstede (2010), Indonesia is stated to have a low individualism score, meaning that
people have good social relations with each other. In this study, individualism has no influence on the relationship
between social influence and behavioral intention. This supports the research conducted by Wanda and Giri
(2015).

Power distance, Indonesia has a high score, which means that there is an inequality or gap between people
who have higher power and lower power. For example, decisions made by a manager will be obeyed by his
subordinates. With the highpower distance in a country, it will be easier for people to be influenced by other
people, especially people who have higher power in adopting technology (Hofstede, 2010). In the results of
this study, power distance has no relationship between the influence of social people that will be obtained by
customers after using internet banking services on interest in use. This supports previous research conducted by
Wanda and Giri (2015) Huang et al (2010).

Long term orientation is where an individual’s situation is oriented towards the future and sees opportunities
in the current phase by taking into account their level of success, in this study the results of the Long term
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orientation get negative results between the relationship of social influence and behavioral intentions, which in
this study means that more High someone in the long term thinking will keep them from using internet banking
services. But social influences that are not influenced by long-term thinking will have a major social influence on
one’s intention to use internet banking services.

7. CONCLUSION

The results of research that variable Effort Expectancy (EE) or the hope of convenience has the greatest influence
on customer interest in using internet banking services. This may imply that the higher the level of expectation
for convenience after using internet banking services, the higher the individual’s interest in using internet banking
services. Then the influential variable in this study is Social Influence which has the next biggest influence on
customer interest in using internet banking services. This means that it shows that there is a role from other
people / family environment that can influence them to use internet banking services. Then the variable that
has the lowest influence on customer interest is Performance Expectancy. This means that the more benefits
that will be felt when using internet banking services, the more they will want to use the service. The influencing
variables in this study were the Longterm Orientation (LTO) and Uncertainty Avoidance (UA) variables and the
variables that did not affect this study were Masculinity (MSC), Individualism (INV), Power distance (PD). It can
be concluded that the characteristics of Indonesian society tend to be long term oriented and tend to avoid
uncertainty in the interest in using internet banking services.

There are several things that can be used as suggestions for the banking sector as internet banking service
providers with the aim that customers want to use internet banking services. Some suggestions include: 1).
The expectation of convenience is the factor that most influences customer interest in using internet banking
services. Banks can provide services that make it easier for customers to use with a user interface that is not only
attractive but with easy-to-use navigation. Socialization regarding ease of use is also necessary so that customers
are aware of the services offered by banks. 2) The characteristics of the Indonesian people tend to think about
the short term rather than the longterm benefits so that internet banking service providers must provide services
that can provide benefits and convenience in the long and short term so that people intend to use internet
banking services. 3) The bank should make services that have benefits tailored to the expectations and needs of
consumers

This study also has several limitations which are expected to be improved by conducting further research. Here
are some suggestions that can be used for further research: 1) Looking for cultural moderators other than the
Hofstede Culture that has a relationship that strengthens one’s intention to use a new service. 2) In this study,
it is focused on urban areas, it is better if further research is carried out in rural or urban areas, to see the
characteristics of rural culture. 3) Further research is carried out not only focusing on internet banking services
but also for mobile banking services and other new technology services.
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Abstract

The number of internet users in Indonesia is the fourth largest in Asia Pacific in 2018 with an increasing internet
penetration rate. However, this condition is not comparable to the number of internet banking service users which
tends to be lower. Malaysia which has a lower number of internet users than Indonesia but has a larger number
of internet banking users. This study aims to analyze the effects of the dimensions of trust (tendency to trust,
structural assurance and trustworthiness), perceived risk and the UTAUT-Luo modification model on behavioral
interest in using internet banking services in Indonesia. The data was collected using a sample quota method so
that there were 450 respondents who were spread across Indonesia based on savings and loans. The analysis
technique of this research uses Structural Equation Modeling (SEM) with AMOS version 21 software. The results
of this study indicate that the variable trust belief is the main factor influencing individual interest in using internet
banking services.

Keywords: Internet Banking, Trust, Perceived Risk, AMOS, Modified UTAUT

1. INTRODUCTION

The transformation of information and communication technology has changed all aspects of life from private
to general aspects (Pratama and Al-Shaikh, 2012). The use of technology can increase productivity and cut
costs (Moyer and Hughes, 2012). The combination of the use of technology and information is one indicator of
technology capability for each country (Archibugi and Coco, 2004). This condition causes the internet to be an
important component in individual life and a sign of the development of a country (Pratama and Al-Shaikh, 2012).

Table 1 Internet Growth in Indonesia

Year Internet Users Growth
2018 171.170.000 16%
2017 143.260.000 7%
2016 132.700.000 17%
2015 110.200.000 20%
2014 88.100.000 -

According to APJII (2019) internet users in Indonesia reach 171 million users and continues to growth every year
and makes Indonesia as the fourth largest internet users in Asia Pacific. This growth made the banking industry
competing to provide internet banking services as a form of interaction with customers, as these customers
interact with other financial industries (Hanafizadeh et al., 2014). Internet banking services were first introduced
in Indonesia by Bank Internasional Indonesia (BIl) in 2000, which was limited to promoting the products offered
(Utomo, 2012). The Indonesian banking industry offers this service to improve services to existing customers even
though internet banking itself is still relatively new for most people in Indonesia (Utomo, 2012).
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Indonesia is included in the top ten countries with the largest digital banking penetration in Asia Pacific with 56
percent in 2018. This can be compared to Malaysia, where the number of internet users smaller than Indonesia,
which was 29 million users in 2018, but has 85,1 % penetration rate.

Indonesian society has characteristics that tend to avoid risk, one of the causes of the low adoption rate of
internet banking services in Indonesia (McKinsey and Company, 2013). One of the potential risks posed is security
and confidentiality of customers’ personal financial data. The biggest risk that customers avoid before deciding
to use internet banking services in Indonesia is cyber crime, such as the dissemination of personal financial data
by irresponsible individuals (Maharsi and Fenny, 2006). This statement is supported by the level of cyber crime
in Indonesia in 2014 which was ranked first in the world as a country that became victims of cybercrime with an
average of 42,000 attacks per day (National Geographic Indonesia, 2014). Then the issue of trust, especially trust
in the use of technology, is still a major issue in Indonesia and is still relatively low (Techinasia, 2013).

Several studies related to the level of internet banking service adoption have been conducted, where trust affects
the level of online banking penetration (McKnight, 2002). Then the level of adoption or rejection of a technology,
including internet banking, is influenced by trust and customer perceived risk (Luo et al., 2010). Customers will
not receive or use a technology-based service without the trust that has been built previously (Kim et al., 2004)
and security and data confidentiality considerations are not addressed (Gefen, 2003). So there is an assumption
that trust and perceived risk by customers affect the adoption rate of internet banking service use (Luo et al,
2010). Research on the effect of trust and perceived risk on the adoption rate of internet banking services is
important to do.

Based on previous research on technology adoption, it is known that The Unified Theory of Acceptance and Use
of Technology (UTAUT) model by Venkatesh et al. (2003) and in particular the modified UTAUT Luo model is an
appropriate model as a theoretical basis for research on internet banking. However, based on studies of several
previous studies as well, there are several variables that are not contained in the UTAUT model and it is necessary
to modify the addition of several variables. The use of the UTAUT-Luo modified model was used in this study.

Thus, the research questions for this research include:

. Does Disposition to Trust affect Structural Assurance?
. Does Self Efficacy affect Structural Assurance and Perceived Risk?

. Does Perceived Risk affect Performance Expectations?

1

2

3

4. Does Trust Belief affect Performance Expectancy and Perceived Risk?

5. Do Trust Beliefs, Performance Expectancy and Perceived Risk influence Behavioral Intention?
6

. How does the perceived dimension of trust (multidimensional trust) affect the acceptance rate of internet
banking services?

7. How does the dimension of perceived risk (multi-faceted risk) affect the level of acceptance of internet banking
services?

2. LITERATUR REVIEW

Internet banking is a service that allows banking customers to make transactions such as transfers, bill payments,
access account balances, access account information via the internet (Muzividzi, 2013). Customers who have an
internet banking account can perform several activities related to banking, such as viewing the amount of the
account balance, transferring funds and paying bills (Tan and Teo, 2000). This is what makes internet banking
a communication and information service center that promises benefits to both customers and the banking
company itself (Tan and Teo, 2000). The benefits of internet banking for banking companies are increasing
their competitive advantage through reducing transaction costs, providing better service to customers, fulfilling
customer demands and creating more efficient transactions (Kalakota and Winston, 1996 in Takieddine and Sun,
2015). Customers also feel the benefits of internet banking, including the flexibility it offers because customers
can save time and effort to access services anytime and anywhere (Tan and Teo, 2000). This can be done without
having to visit one of the bank’s branch offices with a limited operational schedule (Polasik and Wisniewski, 2009).
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Figure 1 The Unified Theory of Acceptance and Use of Technology (UTAUT)
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UTAUT is a research model that provides a useful tool for managers to access the possibility of success from
the introduction of technology and helps them to understand the driving factors for acceptance in order to
further design activities that are System Design Features Perceived Usefulness Actual System Use Attitude
Toward Using Perceived Ease of Use interventions such as training and marketing (Venkatesh, 2003). This model
is also a combination of previous theories and analyzes the reasons for the use or rejection of a new technology
(Hanafizadeh et al., 2013). According to Venkatesh (2003), this model consists of three moderators, namely
gender, age, experience and voluntariness as well as four core variables:

Performance Expectancy (PE) is the extent to which individuals believe that using a system will help them to gain
benefits in job performance. In this context, performance expectancy is the level of individual confidence that
using this service will improve performance on matters related to banking tasks (Venkatesh et al., 2003).

Effort Expectancy (EE) is the extent to which the level of ease is associated with the use of a system and technology
(Venkatesh et al, 2003). Effort expectancy affects effort expectancy. When users feel that using the internet is easy
and does not require a lot of effort, the expectation to get the desired performance will appear (Zhao et al, 2010).

Social Influence (Sl) is a perception where many people advise individuals to use or not use a technology. This
perception can come from the user’s friends, family or people who have used the technology first. This has
similarities with the subjective norm variables contained in Theory of Reasoned Action (Venkatesh et al, 2003).
These opinions and perceptions will influence users’ interest in adopting a technology (Martins et al., 2014).

Facilitating Conditions (FC) is the customer’s perception of the availability of resources and other supporting
elements for adopting a technology including user knowledge, capabilities and existing resources (Venkatesh
et al., 2003). This variable has similarities with the perceived behavioral control variable contained in Theory of
Planned Behavior

Self-efficacy is an individual’s perception of the level of difficulty and ease of something that can lead to behavior
(Ajzen, 2006). In its application to internet banking adoption, self-efficacy is the user’s assessment of one’s own
capability to adopt internet banking services (Luo et al., 2010). The role of self-efficacy in the world of technology
and information systems is to help understand individual responses to information technology (Luo et al., 2010).

Trust is the hope that an individual or company has when interacting with other parties and will not take undue
advantage over dependence on that party (Gefen et al., 2003). This is one of the keys to supporting behavioral
intention because transactions via the internet (e-commerce) are carried out without face to face (Gefen et al.,
2003).

The dimensions of trust based on information technology can be divided into disposition to trust, structural
assurance and trust belief (Luo et al., 2010). Disposition to trust according to the perspective of trust attributes
is a general tendency in which people believe and believe in something in a humanitarian context and adopt an
attitude of mutual trust between each other (McKnight et al., 2002). Then structural assurance is the perception
of individual trust in an organization or institutional institution (McKnight et al., 2002). In the context of electronic
banking transactions, structural assurance is the perception of the availability of legal structures and techniques
such as encryption, guarantees, insurance, regulations or other procedures on the wireless internet to ensure
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the success of financial transactions with banks (McKnight et al., 2002). Trust belief is a perception of trust in a
vendor which consists of specific beliefs about integrity, benevolence, and competence (McKnight et al., 2002).

Perceived risk is the customer’s perception of uncertainty which is a result related to searching and selecting
information about a product or service before making a purchase decision (Kesharwani and Bisht, 2012). Then
this variable can also be defined as the main obstacle felt by customers to use electronic services or e-service
(Featherman and Pavlou, 2003). If the customer finds a difference between the purchase experience and the
purchase goal, the level of perceived risk will be higher so that the customer can reduce or even stop consumption
of the product or service (Kesharwani and Bisht, 2012). Perceived risk is a barrier to the use and adoption of
internet banking (Laforet and Li, 2005).

Behavioral intention in the context of online transactions is a major variable of interest for web-based vendors,
which is customer behavior, especially customer willingness to make transactions via web pages (McKnight et al.,
2002). This variable reflects individuals who are willing to try and are motivated to behave (Ajzen, 1991 in Gu et
al., 2009).

3. METHODOLOGY

This study uses the basic model of The Unified Theory of Acceptance and Use of Technology (UTAUT) by Venkatesh
atal (2003). UTAUT separates critical and continuation factors related to predictions regarding behavioral intention
to use technology in an organizational context (Venkatesh et al., 2012). The UTAUT model used in this study is a
modified UTAUT-Luo model and is a replication of previous research by Luo et al. (2010). Several variables were
added to the UTAUT model, including disposition to trust, structural assurance, perceived risk, trust belief and
self efficacy. Based on this explanation, this research model can be seen in Figure 2

Figure 2 Modified UTAUT-Luo Model
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Some variables have a negative influence on other variables, based on previous research that has been done by
Luo, the variables are still included in the research model with the aim of looking back at the influence between
these variables. So based on the above thinking, the hypothesis of this study is:

H1: Disposition to Trust (DTT) has an influence on Structural Assurance (SA).
H2: Self Efficacy (SE) has an influence on Structural Assurance (SA).
H3: Self Efficacy (SE) has no effect on Perceived Risk (PR).

H4: Performance Expectancy (PE) has an influence on the Behavioral Intention (Bl) of customers in adopting
internet banking services.

H5: Perceived Risk (PR) has no effect on Performance Expectancy (PE).

H6: Trust Belief (TB) on banks has no influence on the Perceived Risk (PR) of customers in adopting internet
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banking services.
H7: Structural Assurance (SA) has no influence on Perceived Risk (PR).
H8: Trust Belief (TB) has an influence on Performance Expectancy (PE).

H9: Trust Belief (TB) to banks has an influence on the Behavioral Intention (BI) of customers to adopt internet
banking services.

H10: Perceived Risk (PR) has no effect on Behavioral Intention (Bl) in adopting internet banking services.

The data analysis method used in this research is quantitative. This study uses a Likert scale where by using this
scale the benefits obtained are the diversity of values and have a higher reliability coefficient. The sampling
technique used in this study is non-probability sampling with a quota sampling type (selection of sample members
is in accordance with the comfort conditions of the researcher from a limited population with a predetermined
number of samples). The population used in this study were bank customers domiciled throughout Indonesia
with a sample of bank customers who had not or did not use internet banking services (non-users) in Indonesia.

This research uses Structural Equation Modeling (SEM) as a analysis method. SEM is a multivariate technique that
combines aspects of multiple linear regression and factor analysis to estimate a series of interrelated dependency
relationships simultaneously (Hair et al., 2006 in Dachlan, 2014: 4). Multivariate analysis technique is statistical
analysis which involves more than two variables in each analysis (Dachlan, 2014: 6). SEM also allows researchers
to answer research questions that are interrelated in a single, systematic and comprehensive analysis, namely
through modeling the relationships between a number of independent and dependent construct variables
simultaneously (Dachlan, 2014: 2).

SEM reflects the activities performed by several analytical techniques such as factor analysis, regression analysis
and path analysis. Like regression analysis, SEM can also be used to test the causal relationship (statistical
dependency) between the independent variables and the dependent variable in one test. Then this analysis
technique also accommodates the ability of path analysis (path analysis) by displaying a path in the form of a
schematic diagram to facilitate analysis with a visual display. The diagram shown illustrates the relationship of
each variable along with its measuring indicators simultaneously (Dachlan, 2014: 8).

4, RESULTS

This study uses Structural Equation Modeling (SEM) analysis method using the AMOS version 21 computer
program. This study uses seven variables: Disposition to Trust (DTT), Structural Assurance (SA), Self Efficacy (SE),
Perceived Risk (PR), Trust Belief (TB), Performance Expectancy (PE) and Behavioral Intention (BI) with 48 question
items.

This study uses primary data by distributing questionnaires to respondents. The minimum sample used in this
study was 240 respondents. The questionnaire was collected online through social media such as line, WA and
Facebook with a total of 291 respondents. Direct distribution of questionnaires was carried out by distributing
guestionnaires with a total of 172 respondents. Respondents in this study are bank customers in Indonesia who
have not used internet banking. So that respondents who are not bank customers in Indonesia and have used
internet banking, cannot be sampled in this study. The number of respondents taken in this study were 450
respondents.

The characteristics of the respondents examined in this study were based on gender, domicile, occupation,
monthly income, latest education, age and duration of internet use.

Table 2 Respondents Characteristic

Characteristic N Characteristic N Characteristic N
Gender Monthly income Age
Male 180 <= Rp 2.000.000 23 | (5.1%) 17-20 15 | (3.3%)
Female 270 Rp 2.000.001 - Rp 5.000.000 283 (62.9%) 21-30 211 (46.8%)
Rp 5.000.001 - Rp 10.000.000 | 111 (24.7%) 31-40 107 (23.7%)
Rp 10.000.001 - Rp 15.000.000 | 15 | (3.3%) 41-50 77 | (17.1%)
>Rp 15.000.001 18 | (4%) >50 40 | (8.9%)
Occupation Education Experience using the internet
Sivil servant | 148 | (32.9%) | SMA/SMK 125 (27.8%) <1 year 16 | (3.6%)
Entrepreneur | 64 | (14.2%) Diploma 7 (1.5%) 1-3 years 20 (4.4%)
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Housewife 13 (2.9%) s1 272 (60.4%) 3-5 years 89 | (19.8%)
Others 23 | (5.1%) s2 46 |(1o.z%) >5 years 325 (72.2%)
S3 | 0 | (0%) |

Respondents who use internet banking services are dominated by female respondents with a percentage value
of 60 percent. Then respondents who do not use internet banking services are dominated by respondents aged
between 21 years and 30 years with a percentage of 46.8 percent or as many as 211 people. Characteristics based
on income who have not used internet banking services are dominated by respondents with incomes between
Rp. 2,000,001 to Rp. 5,000,000 as many as 283 people or 62.9 percent. Respondents who have jobs as civil
servants with a percentage of 32.9 percent or as many as 148 people are customers who have not used internet
banking services

The validity test of the measurement model (a = 5%) is used to determine the relationship between interconnected
variables and how precisely the manifest variable can explain the existing latent variables. The goodness of fit test
is used to assess whether the model is fit by looking at the values of Absolute Fit Indices, Incremental Fit Indices
and Parsimony Fit Indices. The results of data processing show that based on testing using a measurement model,
the number of path coefficient (H1: 0.55, H2: 1.62, H3: 0.93, H4: 1.04, H5: 0.09, H6: 0.12, H7: 0.13, H8: 0.79, H9:
0.93 and H10: 0.09) and a p value less than 0.05 indicates that the overall model is acceptable except for H45, H6
and H10. Based on this, it can be interpreted that there is a significant positive influence between the variables
of DTT on SA, SE on SA, SE on PR, PE on BI, TB on PR, SA on PR, TB on PE and TB on BI.

Testing the hypothesis in a structural model (a = 5%) is basically the same as testing a hypothesis using a
measurement model, but in a structural model it only changes the arrangement during the measurement model
test. The results in the structural model test indicate that H1, H2, H3, H6, H7, H8 and H9 are accepted. Meanwhile,
H4, H5 and H10 were declared not accepted. A positive estimate value indicates a significant correlation, while
a negative estimate value states that there is no correlation and is insignificant between latent variables and
between latent variables and manifest variables. The CMIN value on the default model is 8447,177 and is between
the saturated model (.000) and independence model (15235.151). So that based on the structural model test, it
means that the model is considered fit and shows support for the results of the Chi-square. Then the value of GFI
(0.521) and AGFI (0.474) is close to number one and the value of RMR (0.197) is close to zero. This shows that the
covariance of the sample is close to the estimated covariance, thus showing support for the Chi-square results in
the research model.

Based on the results in the structural model test, there is a significant relationship between the variables DTT-SA,
SE-SA, TB-PR, SA-PR, TB-PE and TB-BI because the path coefficient number is positive and the p value is more than
0.05. Whereas in the structural model test, there was no significant relationship between the variables SE-PR,
PE-BI, PR-PE and PR-BI because the calculated p value was above 0.05.

Hipotesis Path Coefficient Estimate
H1: Disposition to Trust (DTT) — Structural Assurance (SA) 0.94 0.630
H2: Self Efficacy (SE) - Structural Assurance (SA) 0.41 0.343
H3: Self Efficacy (SE) - Perceived Risk (PR) 0.08 0.110
H4: Performance Expectancy (PE) — Beahavioral Intention (BI) 0.17 0.139
H5: Perceived Risk (PR) — Performance Expectancy (PE) 0.00 0.003
H6: Trust Belief (TB) — Perceived Risk (PR) -0.11 -0.168
H7: Structural Assurance (SA) — Perceived Risk (PR) 0.20 0.340
H8: Trust Belief (TB) — Performance Expectancy (PE) 0.67 0.799

Based on the results of data collection, this study uses seven variables, namely Disposition to Trust (DTT),
Structural Assurance (SA), Self Efficacy (SE), Perceived Risk (PR), Trust Belief (TB), Performance Expectancy (PE)
and Behavioral Intention. (BI) with 48 items of questionnaire questions.

The results showed that hypothesis one (H1), namely Disposition to Trust (DTT), has an influence on Structural
Assurance (SA) with an estimate value of 0.630, thus indicating that HO is rejected. This may imply that the
higher the level of trust the respondent has, the more confidence in the structural guarantees of technical,
technological and procedural guarantees. This statement supports the results of research conducted by Luo et
al (2010). Disposition to Trust (DTT) is a general tendency in which people believe and believe in something
in a humanitarian context and adopt an attitude of mutual trust between one another (McKnight et al, 2002
in Gefen and Straub, 2004). Meanwhile, Structural Assurance (SA) is the perception of the availability of legal
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structures and techniques such as encryption, guarantees, insurance, regulations or other procedures on the
wireless internet to ensure the success of financial transactions with banks (McKnight, 2002).

Then the second hypothesis (H2) in this study states that Self Efficacy (SE) has an influence on Structural Assurance
(SA) and shows that the estimate value is 0.343 and HO is rejected. It can be concluded that the higher the
respondent’s perception of his or her capability in adopting a technology, the more confidence in the structural
guarantees of technical, technology and procedures in it will increase. This statement supports the results of
research conducted by Luo et al (2010) that potential customers with a high level of self-efficacy will have a high
level of trust in the system and regulations.

Hypothesis three (H3) in this study states that Self Efficacy (SE) has no effect on Perceived Risk (PR) with an
estimated value of 0.110 and HO is accepted. It can be concluded that the higher the respondent’s perception of
his or her capability in adopting a technology, the more risk they feel about the technology.

Furthermore, hypothesis four (H4) in this study shows that Performance Expectancy (PE) has an influence on
the Behavioral Intention (BI) of customers in adopting internet banking services with an estimate value of 0.139
and HO is accepted. This result can be concluded that the higher the respondent’s expectation of improving
performance when using internet banking services, it will not affect the respondent’s interest in adopting the
service.

Then hypothesis five (H5) in this study shows that Perceived Risk (PR) has no effect on Performance Expectancy
(PE) with an estimated value of 0.003 and HO is accepted. It can be concluded that the higher the level of risk
felt by the respondent regarding an internet banking service, it will not affect the respondents’ expectations of
improving performance when using internet banking services. This statement supports the results of research
conducted by Featherman et al (2003) that the performance expectancy of the system or technology to be
adopted is negatively affected by perceived risk. This is because the uncertainty and possible loss which are risk
indicators can hinder the evaluation of technology adoption that will be carried out.

Hypothesis six (H6) shows that Trust Belief (TB) on banks has a negative effect on the Perceived Risk (PR) of
customers in adopting internet banking services with an estimate value of -0.168 and HO is rejected. It can be
concluded that the higher the level of customer confidence in the bank, the lower the level of risk felt by the
customer in using internet banking services. This condition supports the research conducted by Luo et al. (2010)
which states that basically customers who trust in banks as internet banking service providers will overcome or
even reduce the perceived risk perception related to the adoption of this technology. The higher the level of
individual trust in an organization or institution, the lower the level of risk they will feel (Luo et al., 2010

Then hypothesis seven (H7) in this study shows that Structural Assurance (SA) has no effect on Perceived Risk
(PR) with an estimate value of 0.340 and HO is rejected. So it can be concluded that the higher the level of
respondent’s confidence in the structural guarantees of technical, technological and procedural guarantees, the
risk they feel when using internet banking services. This statement supports the results of research by Luo et al
(2010) which states that there is no relationship between the level of confidence of respondents in structural
guarantees of technical, technological and procedural guarantees and the risk that respondents feel when using
internet banking services.

Hypothesis eight (H8) in this study shows that Trust Belief (TB) has an influence on Performance Expectancy (PE)
with an estimate value of 0.799 and HO is rejected. It can be concluded that the higher the level of respondent’s
trust in internet banking service providers, the higher the respondents’ expectations of improving performance
when using the service. This statement supports the results of research conducted by Gefen et al. (2003) which
states that trust acts as a subjective guarantee, which ensures customers will receive the performance and
usefulness of a product from this reciprocal relationship.

Furthermore, hypothesis nine (H9) in this study shows that Trust Belief (TB) to banks has an influence on the
Behavioral Intention (BI) of customers to adopt internet banking services with an estimate value of 0.673 and
HO is rejected. It can be concluded that the higher the level of respondent’s trust in internet banking service
providers, the higher the respondent’s interest in using these services. This statement supports the results of
research conducted by Gefen et al. (2003) which states that Trust Belief (TB) is one of the key determinants of
customer interest in carrying out an activity that contains risks.

Then the tenth hypothesis (H10) in this study shows that Perceived Risk (PR) has no influence on the Behavioral
Intention (BI) of customers in adopting internet banking services with an estimate value of 0.004 and HO is
declared not to be rejected. It can be concluded that there is no influence between the perceived risk when using
internet banking services and the respondent’s interest in using the service. This statement supports the research
conducted by Luo et al. (2010) stated that determining the interest in using a technology is not only determined
by the perceived risk, but must be followed by the level of trust that the individual has and cannot be separated.
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5. CONCLUSION

Overall, the factor that most influenced respondents’ interest in using internet banking services was the level of
trust in internet banking service providers (trust belief). This shows that the characteristics of Indonesian people
are more likely to use internet banking services when they already have trust in the banking sector.

Then the second factor that has an influence on the respondent’s interest in using internet banking services is the
expectation of benefits that will be obtained after using the service. If the expectation of the benefits felt after
using the service is high, the tendency of the Indonesian people to use internet banking services will be even
greater. Based on the research results, the dominant respondent will use internet banking services to carry out
fund transfer activities.

However, the perceived risk factor has the least influence on the interest in using internet banking services in
Indonesia. The results show that the characteristics of Indonesian society tend not to consider the perceived
risk problem of using these services. This is presumably because the research respondents are dominated by
individuals who have an income of between Rp. 2,000,0001 to Rp. 5,000,000, are internet users and have been
using the internet for more than five years. Individuals who have incomes in this range do not have a high level of
risk when conducting financial transactions through internet banking services because the number of transactions
made is relatively small (when compared to other characteristic options). Meanwhile, individuals who have used
the internet for more than five years tend to have the capability of operating the internet (reliable) and have
confidence in technology as evidenced by having a social media account which basically requires personal data
such as a password to be accessed. Then the respondents are dominated by respondents who have jobs as
Civil Servants (PNS) so that the possibility of making financial transactions through internet banking services is
less frequent compared to other job options such as self-employment. So that the level of perceived risk is low
because the estimated intensity of its use is also low.

Based on the research results, there are several things that can be used as suggestions for the banking sector as
internet banking service providers with the aim that customers want to use internet banking services. Some of
these suggestions include:

The level of trust in internet banking service providers is the strongest factor in influencing respondents’ interest
in using the service. So that the banking sector can carry out activities that can increase the level of trust, such
as by socializing the features and security aspects of the internet banking services offered. It is hoped that in this
way, the number of customers who are interested in using internet banking services will increase.

Provision of internet banking services that are in accordance with the needs and benefits expected by customers
can be carried out by banks in order to increase interest in using these services. This is because the respondent’s
expectation of the benefits that will be obtained after using internet banking services is the next key determining
factor.

Even though the perceived risk level has a low influence on the interest in using internet banking services, the
banking sector must still guarantee the protection of customer data. Marketing activities regarding the features
offered can also be carried out to customers who have not used internet banking services. So that customers do
not only have conventional bank accounts but also have internet banking accounts.

This study also has several limitations which are expected to be improved by conducting further research. The
following are some suggestions that can be used for further research:

The focus of this research is on respondents who are in urban areas, so that further research should be focused
on respondents who are in rural areas who are interested in using internet banking services.

This research focuses on regions of Indonesia, so it is better if further research can be focused on the comparison
of several regions in Indonesia but using the same research model.

The existence of other factors such as the level of security (security) which is suspected to be another important
factor so that many customers do not or do not use internet banking services. This is because trust in internet
banking service providers is the strongest factor in influencing customer interest in using these services.
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Abstract

Indonesia is the largest economy in the Southeast Asia and has recorded remarkable economic growth over the
last ten years. More than 90% of domestic employment in MSMEs. MSMEs play a vital role in fighting poverty and
unemployment, in fact MSMEs strengthen the national economy. Due to the fact that Covid-19 outbreak is dras-
tically change the face of economic, it reflects the largest economic shock the world has experienced in decades.
That’s why this paper try to answer the research problem i.e. (i) What are the problem being faced by MSMEs
in Covid-19? and (ii) What MSMEs need to do to protect their business and their workforce? The study is based
on a summation of existing literature. We conducted discourse analysis using data from various media sources,
ILO and WHO during the period of Covid-19, in which there are significant data of impact of Covid-19 on MSMEs.
This study aims to know the deeper understanding of the current situation of Indonesian MSMEs in new era of
pandemic Covid-19. The finding shows Covid-19 has negatively impacted the MSMEs mostly on manufacturing as
a result there is huge decline in the economic as well as revenue so most of the MSMEs are being forced to shut
down their business either temporarily or permanently. This research article provides an insight into Covid-19
in the Indonesian MSMEs sector and suggests appropriate improvements to provide sustenance and support to
Indonesian MISMIEs.

Keywords: Economic growth, MSMEs, Covid-19

1. INTRODUCTION

The 2019 coronavirus (Covid-19) pandemic has spread at disquieting rate, infecting millions of people worldwide
and cessation economic activity. This is much more than just a health crisis, it is significantly impacting economic
and could lead to a global recession. Most of the countries have introduced strict restrictions to prevent the virus
from spreading. As per the data recorded by WHO, there are 26,121,999 total cases, 864,618 total death and 216
infected countries till date 4 September 2020 (WHO, 2020). In Indonesia there are total 187,537 confirmed cases,
134,181 are recovered and 7,832 are dead till date 4 September 2020. On 2nd March 2020 the first two Covid-19
infection was being announced in Indonesia (covid19.go.id, 2020). The virus spreads like a fire and it cross above
3,000 infected people just within a month (Suryahadi, 2020).

The risks of the virus transmission caused public attention as a result it affects social life. The impact of Covid-19
has negative supply shock on economic (Hausmann, 2020). This outbreak’s provoke world health emergencies
and is likely to slow down the economy by increasing global poverty and inequality. In prevention, Government
of Indonesia issued PSBB (Pembatasan Sosil Berskala Besar) regulation to control the rise in coronavirus cases
as Large-scale social restriction which include closure of schools and workplace, limitation on religious activities,
limitation on public places and facilities activities and limitation on moods of transportation (PMK Republik
Indonesia No. 9, 2020). Ultimately, these lead to a demand shock in Indonesia as with incomplete markets and
liquidity constrained consumers, the initial supply shock lead to magnified demand shocks (Guerrieri et al., 2020).
In addition, there would be a great impact of investment, trade, and employment crisis on achieving sustainable
development goals.

The rapidly increasing rate of coronavirus has impacted several sectors with loss which tend to be extensive
and multi-sector. The most affected sectors are health, education, trade, and transportation (Albulescu, 2020).
Even though under the influence of PSBB policy, business like as food and main basic products are expected to
survive. However, the secondary needs for example tourism, clothing, and entertainment are collapsing due to
PSBB policy. MSMEs are the most vulnerable group of entity due to they had very less resources to survive the
pandemic. There could be an increase in the role of nation intervention and international financial institution due
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to the rising crisis of global economy. The slowing down of economy give opportunity to delays in loan and tax
payment, the takeover some section of employment or social security costs with a central budget, give national
relief which is announced by government, prioritizing safety management and disaster medicine (Sutkowski,
2020). Moreover, In the country, as part of the non-fiscal response, the rules will be relaxed by regulating the
restructuring of bank loans to MSMEs, simplifying the certification process for exporters, and the government will
facilitate the import of raw materials (straitstimes.com, 2020).

Indonesian finance minister Sri Mulyani Indrawati said there are four sectors which are most depressed because
of Covid-19 outbreak, namely MSMEs, households, corporations, and Financial sector. Economic growth is
also predicted to contraction (republika.co.id, 2020). However, business that remain open must adhere to the
Covid-19 workplace protocols developed by the regulators, that includes restricting interactions, denying access
to the workplace to unhealthy people, ensuring the cleanliness and hygiene of the workplace, allocating needed
healthcare protections, maintaining physical distancing at least one meter, and particularly for restaurants
providing only takeaway or online services. Before Covid-19, there has been an extensive scaling-up process
in which MSMEs have come to account for a larger share of national employment and investment. In prefer of
MSMEs, several policies were developed by the government to boost the rise in the number of MSMEs. Indonesia
business environment offers mixed conditions for MSMEs and entrepreneurial activity. MSMEs have significant
role in increasing gross domestic product (GDP), employment and allocating jobs specially to the poor people.
About 64,199,006 MSMEs were operating in Indonesia in last year (depkop.co.id, 2020). About 97% of the total
workforce is currently employed in MSMEs, 99.9% of the business are MSMEs. MSMEs account for approximately
60% of the overall GDP of Indonesia (Alex, 2017).

The informal sector dominates globally in all developing countries. Informal employees contain freelance, home
industry, MSMEs, etc. Meanwhile, the formal sector contains civil servants, police officers, soldiers, etc. In 2019,
the percentage of informal sector were 57.27% or 74.08 million as data recorded by BPS-statistics Indonesia
(Badan Pusat Statistik). The informal sector is the most sensitive sector of economic crisis at the time of Covid-19
outbreak that is caused by the social interaction restriction outside the home, so that several informal sector
cannot able to deploy the Work From Home (WFH) regulations. As a result, the normal daily/weekly income
earned were decreased or even temporarily stop.

If the spread of Covid-19, and its influence cannot be cured quickly, micro small and medium enterprises are
expected to deteriorate and global recession can occur. How serious and long this recession relies on the success
of the regulation taken to prevent the spread of corona virus, the impact of government policies to overcome
liquidity issues in MSMEs, policy to help families which are being suffering by money problem, policies to secure
jobs, and supply chain are also major considerations (Fernandes, 2020).

2. RESEARCH QUESTIONS
I. What are the problems being faced by MSMEs in Covid-19 outbreak?

II. What MSMEs need to do to protect their business and their workforce?

3. RESEARCH OBIJECTIVE

To know the deeper understanding of the current situation/challenges of Indonesian MSMEs in new era of
pandemic Covid-19. Furthermore, to access the step is being adopted by MEMEs to protect their business and
their workforce.

4. LITERATURE REVIEW

The real consequences of the pandemic in Indonesia were experienced around starting of March 2020, with two
active cases and shut down of schools and campuses. Subsequently, in no time additional cases are being detected
mainly in people who come from abroad, and the government introduced 14 days quarantine regulation to the
traveler. In addition, lockdown have been implemented in several areas to prevent the virus from spreading.
Occasionally, lockdown was released at prescribed time every day to enable people their daily basic needs
specially foods, and preventive measures were introduced such as social distancing, mandatory use of face masks,
check temperature and wash hand before entering any store and other personal protective equipment. With this
situation, economic activity has been severely affected, causing MSMEs to have great difficulty. According to ILO,
2020 the most impacted sector is food, drink and tobacco industries. MSMEs respondent that the jobs are at risk,
mostly the day-to-day workers (people who work on a voluntary basis) were impacted worst. The regulation in
the workplace related to prevention of spreading the virus provided by government such as, social distancing,
temperature check, wearing mask and using sanitizer has become a vital problem. Several people shows difficulties
to follow this precaution specially maintain social distancing (ILO, 2020). Therefore, it is becoming difficult to re-
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open the business however, various business shifted from traditional to the digital platform to continue the work.

During this pandemic most of the MSMEs experienced a great decline in the revenue therefore, they argue
to the government for support related to financial scheme that include loans on low interest rate, relaxation
of loan payments and taxation (Ganaie et al., 2020). However, the Covid-19 has negative impact on MSMEs
as a result there is a massive crisis in demand and supply including substantial impact on productivity growth
and employment. Economic activity and employment are falling abruptly (Fornaro & Wolf, 2020)the Covid-19
coronavirus is spreading throughout the globe. Besides its impact on public health, this coronavirus outbreak
is likely to have significant economic consequences. The consensus is that the virus will cause a negative supply
shock to the world economy, by forcing factories to shut down and disrupting global supply chains (OECD, 2020.
The ILO predicted that the effect of Covid-19 can led to global unemployment of between 5.3m and 24.7m (ILO,
2020). Some author such as Musa & Aifuwa, (2020) concluded that MSMEs can able to victory in this pandemic
time following the health protocol given by regulators. The authors also suggested some ways of protection such
as MSMEs can build a temporary isolation room with basic kits in their business area and using more technology
for work in order to prevent form spreading the virus (Musa & Aifuwa, 2020). The restriction of movement,
decline in exports & imports and decrease in consumer spending ability is negatively impacting MSMEs as a result
various firms forced to either shut down or slow down the business. Nevertheless, the regulators are providing
various policies to save the MSMEs, but its need extra interventions and powers to empower them to endure the
significance of the epidemic (Adiyoh et al., 2020).

Nevertheless, the year 2020 has been incredibly challenging for the global community. The spread of the novel
coronavirus, has led to an unparalleled health crisis in countries across the world. The crisis has unprecedented
and serious impacts on all aspects of how people communicate, work, produce, trade, consume and live.
Furthermore, all businesses regardless of size, are facing serious challenges, especially those in the aviation,
tourism and hospitality industries, with a real threat of significant declines in revenue, insolvencies and job
losses in specific sectors. Sustaining business operations will be particularly difficult for Micro Small and Medium
Enterprises. Following travel bans, border closures and quarantine measures, many workers cannot move to
their places of work or carry out their jobs, which has knock-on effects on incomes, particularly for informal and
casually employed workers.

5. METHOD AND DATA ANALYSIS

The research method we used is qualitative method which is based on the summation of existing literature
review and several media information. Furthermore, the data is secondary data, collected from various media
text as well as the survey initiated by ILO and WHO and analyzed by using discourse analysis. Discourse theory
is a structured assortment of texts and practices that brings social reality into existence (Grant et al., 2016) also
it creates relationships among concepts, objects and subjects which enable growth to meaning (Howarth et al.,
2000).

6. RESULTS AND DISCUSSION

In the starting days of pandemic, countries learned significant lesson as they rushed to strengthen their MSMEs.
It became clear that stimulating business in good period would facilitate MSMEs overcome the crises, enhance
the situation of the economy and reduce the likelihood of bankruptcy. In addition to overcoming the health crisis,
regulators are also fighting to reduce the impact of Covid-19 on MSMEs and announcing new policies to support
them to tackle with short-term financial risk and long-term business impact. However, still MSMEs facing many
challenges to continue business and plan to stop temporarily. The major challenges of MSMEs in corona virus
outbreak are discussed below.

Quarantine Policy: To the date, most of the cities require the travelers and the migrants to go on quarantine
for 14 days. During this 14-day period, either the company or the workers themselves must have to cover the
accommodation.

Demand shortage: Although the curfew/lockdown is being eased on the particular time to time, the people are
avoiding coming out from home due to fear of virus and neglecting shopping which are not essential at this time.
It will take unpredictable time for MSMEs to be able to develop a new demand for their products and services
when the consumer will get ready for shopping again later or sooner.

Raw material shortage and Broken supply chain: Without the parts and required logistic which brings in
materials and transport the products, several factories hardly able to produce goods. Most of the international
transportation companies are facing challenges to getting back to work due to several transport restrictions. The
main problems for many MSMEs are the shortage of raw materials, due to the fact that, most of the MSMEs
sector is comparatively more dependent on China (Origin of Covid-19) for the supply of raw materials. The cost
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of raw materials rises up by a small amount, and this also impacting the overall manufacturing cost of the goods.

Government schemes and re-opening permits: Most of the MSMEs are struggling to meet the Covid-19 prevention
requirements set by the government regulators. The industries should stay updated and must properly study and
research the various schemes announced by the government to move on track and to avail the schemes which
can be beneficial for the organizations. Furthermore, a through financial assessment of the current financial
situation of the company is very important. In some cities the local government put burden on the MSMEs for
prevention from virus, as if any cases of Covid-19 found in that company, then the business must have to stop
working for long time. So that, taking all this factors into account, the business can develop working financial
strategies to overcome the crisis.

Scarcity of manpower: Because of covid-19 scare and lockdown, many laborers return back to their home towns,
so that this leads to a huge scarcity of manpower within the MSMEs. Although MSMEs are facing theses big
challenges, they should not loss their hopes and persistent efforts should made in the direction of getting back
on their feet. The current situation shows the inability of the regulators and economists in solving the problems
for the MSMEs sector. Therefore, the MSMEs themselves can take some steps in order to managed keep going.

Depending on technology: Technology has always proven to be a great money savings for companies. Business
software applications can be a great way to help companies simplify their business. Small and medium-sized
businesses now have many government schemes available for technological upgrades, and business owners need
to consider to take advantage of this opportunity.

Cost effective marketing: Marketing and advertising the products is never being easy for the MSMEs. With the
current situation of new normal of the ecosystem, the total advertising rates across medium are drop down. A
huge price drop is already being noticed in television, print, billboards and other advertising media. The digital
media is one option that is highly economical.

Cashflow worries and Liquidity issues: Small and medium-sized businesses struggle to find insufficient cash flows,
such as a lack of funding. Now with the closure, conditions are even worse. According to the survey, only 7% of
the manufacturing industries in the MSMEs sector has been shown to be able to survive with the available cash
flow for three months without having to work every day. Despite the fact that the government has announced
various schemes to help the industry at the moment, it is still far from reaching the cash starved companies in full
force. Furthermore, the widespread of low market demand, various MSMEs have found that re-operating of their
business only means they continue to pay rent and salaries without making any revenue.

According to some survey, done till now, many MSMEs confess that they are working somehow, but not with full
force. Many employees work from home as some business owners use downtime to explore different supply
chains, look for new contracts overseas, plan staff training or redesign websites, or keep in touch with a regular
customer through online platforms and social media. Their losses for the first quarter are seen as a natural disaster
that their business has to bear; some people are worried about taking out more credit if their future income is
uncertain. Many expect their business to gradually rebound by the end of the second quarter.

However, the new policies and regulations will progressively regulate cross-border trade including travel and
tourism. Which helps firms to meet new market needs i.e. management system rules on quality, occupational
safety, food safety, health and social accountability as well as specified products standard. Also helps to concern
security, resilience and risk management that include company continuity management, crisis management
emergency management and supply chain security. (ITC, 2020). Furthermore, when demand in market is low
MSMEs are more breakable and cash-strapped financially. Emergency funding programs which target MSMEs
could be one essential factor of a response. Deferred/waived taxes and fees, lower interest rates and making
easier lending policies can also help MSMEs to stay afloat in pandemic situation. Government has begun to take
actions through supplemental appropriations to address some of the financial challenges of MSMEs. The state
Bank’s recent lending rate cut and relax debt repayments will also support MSMEs.

Apart from the above challenges MSMEs must need to take action to protect themselves and to face out
the outbreak of coronavirus. They should grab all the possible opportunities which are being availing by the
government for the relief of SMEs such as exempting manufacturing workers from income tax, reducing corporate
tax, simplifying certification process for exporters and making easier to import raw materials etc. (straitstimes.
com, 2020). According to ILO, (2020) the following provisions/consideration can be taken by MSMEs to protect
their business and workforce by utilizing the state government policy.

Enhanced and easier access to finance and working capital: MSMEs usually faces grater finance challenges than
larger firms. In response to Covid-19 the Indonesian government allocate state budget of Rp 48.8 trillion to
MSMEs towards accelerating the National Economic Recovery (PEN) (setkab.co.id, 2020). However, to stay afloat
in Covid-19, the Indonesian government subsidize and ease interest payments for MSMEs. The government
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is also roll out the working capital credit for MSMEs. As said by Indonesian finance minister, the government
will cover 6% of the interest and suspend loan repayments, for six months under UMi (Ultra-Micro Financing)
programs (thejakartapost.com, 2020). Providing unconditional cash transfer (Bantuan Langsung Tunai/BLT) as
income substitute to ultra-micro and micro enterprises affected by Covid-19. Furthermore, many more schemes
are being announced by Indonesian Government to defend MSMEs financial capabilities. The government has
also allocated Rp 150 trillion for business recovery program. By affordable loans and temporary tax exemptions
policy can give a great relief in their short term cash flow. In addition, government must need to formulate
stronger incentives to really boost their negative cash flow.

Stimulating demand for products and services: Teten Masduki Minister of Cooperatives and MSMEs register
their products to the government’s Goods and Services Procurement Agency (LKPP), adding that the government
had already allocated Rp 307 trillion (USS$20.8 billion) for state-owned enterprises to acquire goods and services
from MSMEs (nasional.kompas.com, 2020). This can support for temporarily converting production to covid-19
necessities.

Employment and social protection: Many of the impacted employers have been anticipating the possibility of
temporarily suspension (laying off) workers. This decision for layoffs for struggling employers can lead the risk
of losing skilled experienced employers in future. Therefore, it is decisive for Indonesian government to issue a
policy/subsidy that facilitates employers to maintain their payroll so that when the Covid-19 will over, the workers
can immediately recontinue full-capacity operations. The wage subsidy program would also help the government
to avoid the burden of further unemployment benefits apart from the controversial training program.

Re-operating firms during pandemic: Indonesian government announced some protocols to start easing the
Covid-19 social restriction to allow business to resume operating gradually. The Ministry of Trade has issued
circular no. 12/2020 on restoration of business activity in Covid-19 and the new normal. The circular sets out
policies and protocols that business operators must follow, such as shopping malls and entertainment centers,
that reopen their businesses as part of the government’s new normal campaign. The regulators also issued joint
ministerial decrees on the technical guidelines for preventing and controlling virus. The joint decree contains
guidelines for the reopening of cinemas, museums and other cultural and educational venues for general public
during Covid-19 pandemic, and it includes protocols such as social distancing measures as well as making
mandatory to all operators to wear health mask. Furthermore, the MSMEs which are reopened must have to
follow the preventive guidelines such as facilitating costumer and worker hand wash and sanitizer on the venue,
keeping social distancing and covering the counter with transparent glass/plastic in accordance of avoiding direct
contraction to the people. The firms need to adopt to new market condition.

This will hopefully decrease redundancies, stimulating investment, preventing bankruptcy, and rebounding the
economy as soon as possible after the crisis. Moreover diversity, linking to organization that support business
and build a financial buffer can help to increase the resilience of small and medium-sized enterprises. For small
businesses which are active in the global supply chains resilience will also make a lot of sense in their relationships
with customers and suppliers.

Several authors argue there are negative impact of Covid-19 on MSMEs such as Fornaro & Wolf, (2020)the Covid-19
coronavirus is spreading throughout the globe. Besides its impact on public health, this coronavirus outbreak is
likely to have significant economic consequences. The consensus is that the virus will cause a negative supply
shock to the world economy, by forcing factories to shut down and disrupting global supply chains (OECD, 2020
argued that because of this pandemic demand and supply crisis lead to growth in unemployment and decline
in productivity. While Adiyoh et al., (2020) argued the restriction of movement and several precaution policies
enforced MSMEs to pause the business temporarily. However, some author focused on the survival of MSMEs
they mentioned that the MSMEs can able to triumph this novel corona virus by adopting regulation and following
policies given by government such as availing financial benefit, relaxation in tax, minimize loans interest rates,
etc. (Pozhidaev, 2020). According to Aladejebi, (2020) MSMEs need to motivate their staff to achieve maximum
result and should consider digitalization work. They must collaborate with information technology, research and
development and also should take advantage of government initiatives like various palliative measures to survive
in this pandemic. Besides those availing survival policies still MSMEs have difficulties in holding their revenue
and facing huge decline in revenue. Furthermost important challenges faced by MSMEs in loan payment, wages
payment to staff and rent. So, we can clearly say by considering our and other authors research, the Covid-19 has
negatively impacted the MSMEs.

Nevertheless, in this pandemic situation the digital technologies play a vital role to continue the daily work.
During lockdown, global economy shifted onto digital platforms. Remote learning, teleworking, teleconferencing,
e-commerce and digital payments, online health services really made the world go round. Further we cannot say
digital facilities as an optional. Clients, business partners, consumers and workers will come to expect them as
essential course. Still, to continue towards digital technology must be accomplished by technical assistance, skills
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development and infrastructure support to ensure inclusionary and equitable. MSMEs can get advantage from
diversifying their business sectors. Online-based platforms and virtual service provisions can help them to sustain
business during quarantines or travel bans. It would be beneficial if policymakers could bring better tax breaks
and technical guidance to support MSMEs restructure their business operations.

7. CONCLUSION

Small and medium-sized enterprises are considered the backbone of the Indonesian economy. 2020 is a very
challenging year for the international community. A novel coronavirus spreading has caused an unprecedented
health crisis in countries around the world. The crisis has unprecedented and has had a profound impact on
all aspects of how human communicate, situation, work, produce, trade, consume and live. The economic
consequences of the pandemic soon became visible and MSMEs is in the lead. By staff, workers and customers
are being lockdown, and supply chains disruption, the MSMEs that provide more than 70% of jobs in countries
around the world and about half of economic activity have emphasized. By considering the challenges facing
by MSMEs the government of Indonesia has announced and released regulations and subsidies to support
them. Therefore, MSMEs can able to survive the pandemic by utilizing the guidelines and policies provided by
government which indirectly also benefits to improve the national economy.

However, Social distancing-based public health measures, like as mass quarantines, extensive travel bans and
disruption of the transport system, shock the economy and reduce market demand in the service sector, which is
crucial for various MSMEs that depend on regular customer visits. We already know various of the most affected
sectors. Covid-19 crises could lead younger and less educated workers to suffer more to lose their jobs. The
costs of small and medium-sized enterprises and jobs relief should be taken into account when considering this
intervention.

Humanity is now facing not only the Covid-19 epidemic, but also the sifting on technological, business,
environmental and financial disruptions. These challenges are so complex, global and interconnected that there
is no government or intergovernmental organization will be able to solve it alone. The post-pandemic recovery
period provides a unique opportunity for international cooperation to rebuild international structures, including
in areas of international trade. A global recession seems inevitable today. However, the depth and duration of
the decline will depend on the effectiveness of measures taken to prevent the spread of Covid-19, the impact of
government policies to reduce liquidity problems for small and medium-sized enterprises and to support families
in financial distress. It also depends on how the company responds and prepares to continue the business. And
most importantly, it depends on how long the current lockdown lasts. If the ongoing pandemic will last till end of
the summer then the global economy will suffer the huge economy recession seen in the last two centuries. So,
we concluded that corona virus has negative impact on MSMEs.
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Abstract

The development of information technology is currently growing so faster including financial technology. One of
the developing financial technologies is electronic money or e-money. Indonesia, as the largest Muslim country in
the world, has influenced the development of this financial technology, such as sharia e-money. In this study, the
author researches electronic money based sharia e-money companies using an application. This application has
features such as purchasing pulses and data packages, paying bills, purchasing airline tickets and train tickets,
alms, zakat, and wagqf. In the object of this research, in 2019 this sharia e-money-based application experienced a
decrease in transactions through available features and also new users. The authors researched to create a mar-
keting strategy so that transactions can build and grow again. To get the best marketing strategy, the author uses
descriptive analysis using a collection of sharia e-money application data. This data used to determine the char-
acteristics of active application users to provide an appropriate marketing strategy. In data processing and data
analysis, the authors use random forest for the classification of variables that affect the activeness of application
users, then K-Means for clustering users. In the final stage, triangulation or interviews with marketing experts at
the sharia e-money application company to obtain a company SWOT analysis and the right marketing strategy for
the user cluster acquired. In this study, the authors found two clusters of application users, namely C1 and C2. C1 is
a B2B (Business to Business) user, namely using applications to sell pulses, data packages, bill payments, airplane
tickets, train tickets, and others, so C1 is a cluster with high prospects due to the high frequency and transactions
using the application. C2 is a B2C (Business to Customer) user, namely using the application for personal needs
so that the frequency and transactions are lower C1. After getting the user cluster, the given marketing strategy
is different in the form of a marketing program. This marketing program provides C1 points and rewards that are
much more attractive than C2. The similarity program for the two clusters is that every transaction made, the
profit of the transaction will be shared between the company and alms so that each user makes a transaction on
the sharia e-money application, so it contains elements of alms.

Keywords: Marketing Strategy; Big Data; Random Forest; K-Means; Triangulation

1. INTRODUCTION AND LITERATURE REVIEW

The development of information technology is currently growing so faster including financial technology. One of
the developing financial technologies is electronic money or e-money. Indonesia, as the largest Muslim country
in the world, has influenced the development of this financial technology, such as sharia e-money. As the largest
Muslim country in the world, causing the application of sharia to grow well in Indonesia. In this study, the
author researches electronic money based sharia e-money companies using an application sharia e-money. This
application sharia e-money has features such as:

e  PPOB (Online Bank Payment Point) for purchasing pulses and data packages for Telkomsel, Indosat, XL, Three,
Axis, Smartfren, and Voucher games

e  Bill payments such as Telkom, Postpaid Telephone, PLN, PDAM, Gas, Pay TV, Internet, BPJS
e Purchase airline tickets and train tickets
e Alms, zakat, and waqgf

In the object of this research, in 2019 this sharia e-money-based application experienced a decrease in
transactions through available features and also new users. Figure 1, in 2017 and 2018, transactions through the
sharia e-money application exceeded 2 trillion rupiahs annually. Meanwhile, there was a decline until Q3 2019 in

the transactions via the sharia e-money application, only around 900 million.
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Figure 2. Number of new users in 2019

Figure 2,in 2017 and 2018, users of the sharia e-money application increased by around 500 thousand new users
annually and decreased in 2019. Target in 2020 sharia e-money companies set a target amount of transactions of
3 trillion and new users of 1.2 million and 700 thousand monthly active users. With 2019 conditions, a marketing
strategy is needed to increase transactions to meet targets in 2020. The authors researched to create a marketing
strategy so that transactions can build and grow again. To get the best marketing strategy, the author uses
descriptive analysis using a collection of sharia e-money application data.

In this study, the authors used a literature review related to marketing and data processing. According to
(Armstrong & Kotler, 2015) marketing is the process of a company in creating value for customers and building
stronger relationships with customers to get value from customers. In current business competition, companies
must be able to understand consumer needs so that they can provide added value to consumers. The more
consumers or customers you get and the higher the transaction, the more it will contribute to the company’s
revenue. The purpose of marketing is to attract new customers by providing more value or advantage to customers
and retaining existing customers while maintaining customer satisfaction. According to (Kotler & Keller, 2016), the
essence of marketing is satisfying the needs and desires of customers or consumers. The main objective in this
case is to provide the value needed by the customer to make a profit.

For data processing, the author uses random forest for classification. Random forest is a scheme proposed by
Leo Breiman in 2000 to build a predictor ensemble with a set of decision trees that grow on randomly selected
data. Random forest is also an algorithm that is used in the classification of large amounts of data. Random forest
classification is carried out through a combination of trees by conducting experiments on the data sample that
has been provided. The use of more trees will affect the accuracy that will be obtained for better and optimal. In
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determining the classification with random forest, it is taken based on the voting results of the trees that have
been formed. Construction of trees in a random forest until reaching the highest size of the data tree, forming
random forest trees is not done by pruning, which means a method to reduce space content. Forming is done by
applying a randomization method to reduce errors. The formation of trees with sample data uses randomly drawn
variables and classifies all the trees that have been formed. In random forest, all solutions are used to divide the
data based on the type of attribute used. random forest is one way of applying the stochastic discrimination
approach to classification. In the classification process that will run if all trees have been formed and when the
classification process is complete, initialization is carried out with as much data based on the accuracy value. The
random forest has its advantages, namely being able to classify data that has incomplete attributes, and can also
be used for classification and regression but not too good for regression. Because it is more suitable for classifying
data and also functions to process quite a lot of data. In the process after the process is formed, a selection is
made for each class from the existing data. After that, a selection was made from each class and then the most
selection was taken, data classification using random forest would produce the best selection.

For data processing, the author uses K-Means for clustering. K-Means is the most frequently used clustering
method in which we determine the number of clusters (k) of a data set. The purpose of the K-mean is to
determine the center point of each cluster which is called the centroid. K-means clustering creates k partitions
in n-dimensional space, where n is the number of attributes in a data set. Partition the data set, it is necessary
to define a measure of proximity. The most common measure used for attributes is Euclidean distance (Kotu &
Deshpande, 2015). The stages of making clustering with the K-Means method based on the results of logistic
regression are Identifying all input variables that will be used in clustering. Determine significant variables based
on the results of logistic regression. Determine the K value of K-Means, namely the number of clusters that will
be created for each important variable, Validate cluster accuracy by measuring the silhouette index. By creating
clustering, we can find out what customer profiles have in common

To determine the company’s internal and external factors, the authors use SWOT analysis. SWOT analysis is a
systematic study of the company’s internal strengths and weaknesses with the opportunities and environmental
threats faced in the company. According to Rangkuti, in the Technical SWOT Analysis, Dissecting Business Cases
(2014: 19) SWOT analysis is a way to systematically identify various factors to formulate a company strategy.
This analysis is based on the logic that maximizes strengths and opportunities, but simultaneously minimizes
weaknesses and threats. Meanwhile, according to Kotler which is translated by Molan (207) SWOT analysis is
an evaluation of the overall strengths, weaknesses, opportunities, and threats of the company. The strategic
decision-making process is always related to the development of the company’s mission, objectives, strategies,
and policies. Thus the strategic planner must analyze the company’s strategic factors (strengths, weaknesses,
opportunities, and threats) in the current conditions. This is called a situation analysis. A very popular model for
situation analysis is the SWOT analysis (Rangkuti, 2014). SWOT analysis in the context of the strategy aims to find
out how the conditions exist within the company, in this case, the internal conditions of the company running
its business activities. Then this SWOT analysis aims to find out the actual external conditions that will be faced
by the company. So that the company can maximize the advantages of its internal factors to deal with external
conditions

For data validation and targets and marketing strategies, the authors used triangulation. According to Moloeng
(2007: 330), triangulation is a technique of checking the validity of data that makes use of something else. Outside
the data for checking purposes or as a comparison against that data. The triangulation technique most widely
used is checking through other sources. Denzin in Moloeng (2007: 330) distinguishes four types of triangulation
as an examination technique that utilizes the use of sources, methods, investigators, and theory. Triangulation
is carried out through interviews, direct observation, and indirect observation. This indirect observation is
meant in the form of observing several behaviors and events which are then derived from the results of these
observations, a common thread that connects the two. The data collection techniques used will complement the
primary and secondary data collection. Observations and interviews are used to collect primary data relating to
the evaluation of employee performance on public services provided, while documentation studies are used to
collect secondary data that can be picked up from various documentation about employee performance.

2. METHODOLOGY

In this study the authors used mixed methods to get the best marketing strategy. Below are the stages of research:
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Study of Literature
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Triangulation by Marketing Content
Expert Judgment

Research Result

Targeting
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Figure 3. Research Stages

Figure 3. In this study, to obtain a marketing strategy in the form of a marketing program that is following user
clustering. Starting with the formulation of the problem about the background problem of the object of research.
Then a literature study was carried out to explore similar problem theories from other studies. The research
design using mixed methods, qualitative and quantitative methods then complemented by data from the company
and interviews. In this study, data analysis was carried out in 2 parts, namely big data analysis for classification
using random forest and clustering using K-means to obtain the descriptive analysis. Then to ensure that the
data is triangulated or interviewed by the expert judgment. To ensure that the data has been processed and to
determine marketing targets. After that to get a SWOT analysis and a marketing program for the user cluster.

Demographic
data

Geographical
data

Classification Feature Clusterization
Selection

Psychographic &
data

Behavioral
data

Marketing program Triangulation

Figure 4. Research framework
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Figure 4, The author collected data from sharia e-money companies. Data is collected and becomes variables. In
data processing and data analysis, the authors use random forest for the classification of variables that affect the
activeness of application users, then K-Means for clustering users. In the final stage, triangulation or interviews
with marketing experts at the sharia e-money application company to obtain a company SWOT analysis and the
right marketing strategy for the user cluster acquired. In Table 1 it can be seen that the segmentation geography
consists of 2 variables that are city name and province name. Segmentation demography consists of 7 variables
that are religion, gender, age, marital status, last education, job type and PEP. Segmentation Psychography
consists of 1 variable that is mobile type. Segmentation behavior consists of 3 variables that are recency, amount
and frequency.

Table 1 Variable Data

Segmentation Variable Description
Geography City name The city area of the application user
Province Name The Province of the application user
Demographics Religion Application user religion
Gender Application user gender
Age Age of the application user
Marital Status Marital application user status
Last Education Last Education app users
Job Type Job Type of application users
PEP PEP (risk level) of application users
Psychographics Mobile Type Type of mobile application user
Behavioural Recency When was the last time | used the app
Amount The amount of the application user transaction
amount
Frequency Total frequency of application user transactions

3. DISCUSSION, CONCLUSION AND LIMITATION

In this study, to create a marketing strategy, the authors made research questions to be discussed as follows:

e What are the most important variables (Important variable) for segmenting sharia e-money application
customers

e How many the most optimal sharia e-money application customer segmentation?

e What are the characteristics of the targeted segment (highly prospect)?

e What are the Strengths, Weaknesses, Opportunities, and Threats of the case study company?

e What marketing programs are recommended to increase sales on the sharia e-money application for each
cluster?

3.1 IMPORTANT VARIABLES FOR SEGMENTATION

To answer research questions, what are the most important variables (Important variable) for segmenting sharia
e-money application customers. The author uses the orange lab application for data processing. Data processing
with random forest models. In figure 5 is the random forest model in the orange application. The file in the model
is given an input variable consisting of 13 variable data that are city name, province name, religion, gender, age,
marital status, last education, job type, PEP, mobile type, recency, amount, and frequency. Variable input data will
be processed using a random forest with a complete model as shown in Figure 5. The expected output is found 5
important variables that affect the activeness of users of the sharia e-money application.
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Figure 5. Random Forest Model

In Figure 6, we find the random forest results. The top 5 variables from Figure 6 are the 5 most important variables
that affect the activeness of users of the sharia e-money application. The authors conclude that there are 5
important variables for segmentation, that are variabel money, frequency, recency (last_trx), province name, and
job type to be processed into input Clustering.

# Info. gain Gain ratio Gini b ReliefF FCBF Rand...rest

) LAST_TRX : - 4761.812 0.998 | 0.123
[ MONEY 4833.302 0.014] 0.122

NAMA_PROVINSI 12.843 c=_160| 0.000 _
(3 J0B.TYPE ! . . 0.061 0.022]  0.000

[ LAST_EDUCATION 6 0000 ~ 0000 ~ 0000 0156 0012  0.000  0.000
(@ MARITAL STATUS 4 0000 0000 £ 0000 3698 6 0020  0.000 £  0.000
(& GENDER 2 0000 0000 0000 068 £ 0016 0000  0.000
@rer 3 0000 0000 0000 0010 0000 0000  0.000
(& MOBILE_TYPE 2 0000 0000 0000 0302 0022 0000  0.000

Figure 6. Result Best Rand Random Forest Model

3.2 OPTIMAL AMOUNT OF USER SEGMENTATION

To answer research questions, how many the most optimal sharia e-money application customer segmentation.
The author uses the orange Lab application for data processing, data processing with K-means models. In figure
7 is the K-Means model in the orange application. The file in the model is given an input variable important
consisting of 5 variable data that are money, frequency, recency (last_trx), province name and job type. This
data comes from the previous random forest output to find 5 important variables. Variable input data will be
processed using a K-Means with a complete model as shown in Figure 7. The expected output is to find the best
number of clusters for application user segmentation
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Figure 7. K-Means Model

® © k-Means
Mumber of Clusters Silhouette Scores

o3 :

© From 2 .to 8° 30789
4 0.729

Initialization 5 0.693
initialize with KMeans++ [ 6 q,_é.s;
Re-runs: 10 7 0.653
Maximum iterations: 300 8 0.631

Apply

Figure 8. Silhouette Scores

In Figure 8, from Orange Lab, the highest score of silhouette Score is 0.873 with 2 clusters. In this study, the

authors concluded that the most optimal cluster segmentation is with 2 clusters segmentations.

3.3 CHARACTERISTICS OF SEGMENTATION WITH HIGH PROSPECT

To answer research questions, What are the characteristics of the targeted segment (highly prospect). The author
uses the orange lab application for data processing, data processing with scatter map model,box plot model and

significant groups.
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Figure 9. Scatter map with 2 Cluster

In figure 9, the author tested the data on the scatter map model using 2 clusters (the most optimal cluster
segmentation is with 2 cluster segmentations). When doing the scatter map test, it was found that the best
pattern of division of the 2 clusters was using the money variable on the x-axis and the frequency variable on the
y-axis. In Figure 9, the output of C1 or cluster 1 is blue and C2 or cluster 2 is red. In this scatter map we know that
C1 or cluster 1 has a greater amount and frequency than C2 or cluster 2, so that the authors conclude that C1 or
cluster 1 is a targeted segment (highly prospect).

To find out the characteristics of each cluster, first it can be done with a box plot model. The results of the Box
Plot model are categorical and numeric exploratory analysis. In Figure 10, Cluster Plot and Money Variables, a
cluster analysis is performed with the variable money in Rupiah. The dark blue vertical line is the mean (average)
and the thin blue vertical line represents the standard deviation with the amount values of C1: 44,614,681.4 +
25,540,711.7 and C2: 3,612,889.4 + 4,301,472.7.

Variable

Cluster
Silhouette
MONEY
LAST_TRX
FREKUENSI

J0B.TYpE C2:3612880.4 + 4301472.70
@ NAMA PROVINSI |

Order by relevance i

— —
801800.0 2010300.0 4706600.0
Subgroups

C1: 446146815 + 25540711.06
None |

Cluster
JOB_TYPE

— —
28172612.0 35502703.0 §1118324.0
NAMA_PROVINS|

0.0 50000000.0 0 0 o 0

Student's t: 65.337 (p=0.000, N=51381)

Display
¥ Annotate
No comparison
Compare medians
* Compare means

Figure 10. Box Plot Cluster and Money Variable

The results of the Box Plot model are categorical and numeric exploratory analysis. In Figure 11 Box Plot Clusters
and Frequency Variables, a cluster analysis is performed with the variable frequency. The dark blue vertical line
is the mean (average) and the thin blue vertical line represents the standard deviation with the frequency values
C1:463.4 +£420.48 and C2: 95.3 £ 112.65
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Figure 11. Box Plot Cluster and Frequency Variable

In Figure 12, the blox plot cluster model and Provincial Name Variables, it can be concluded that there are 5
provincial attributes in C1 and C2, namely West Java, Central Java, East Java, Banten, and DKI Jakarta
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Figure 12. Box Plot Cluster and Province Name Variable

In Figure 13, the blox plot cluster model and the Job Type variable, it can be concluded that 5 attributes of high
quantity user work types at C1 and C2 are housewives, private employees, entrepreneurs, students and traders.
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Figure 13. Box Plot Cluster and Job Type Variable
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In Figure 14, the Significant Group model using the maximum statistic in the money variable, it can be seen that
C1 or cluster 1 as a high prospect has Job Type Private Employees, Entrepreneurs, Housewives, Students and
Traders. The provinces consist of West Java, Central Java, East Java, Banten, DKI, Lampung, North Sumatra, South

Sumatra and South Borneo.

66

icle



The 8 International Seminar and Conference on Learning Organisation

Hypotheses Testing Cluster JOB_TYPE MAMA_PRUPROVINSI count p-value Corrected p-value (Sidak) ~
Grouping Variables c1 KARYAWAN SWASTA  JAWA TENGAH 68 2.29e-11 1.62e-08
@ Cluster c1 PELAJAR/MAHASISWA JAWA TENGAH 29 3.29-11 2.33e-08
JOB_TYPE c1 WIRASWASTA JAWA TIMUR 72 3.08e-09 2.18e-06
(& NAMA_PROVINSI c1 IBU RUMAH TANGGA  JAWA TENGAH 43 4.34e-09 3.07e-06
c1 WIRASWASTA DKI JAKARTA 55 4.80e-09 3.40e-06

c1 KARYAWAN SWASTA  JAWA TIMUR 64 1.11e-07 7.83e-05

c1 WIRASWASTA BANTEN 44 5.59e-07 3.96e-04

c1 WIRASWASTA SUMATERA UTARA 21 1.09e-06 7.74e-04

c1 PEDAGANG JAWA BARAT 37 1.93e-06 0.001

c1 IBU RUMAH TANGGA  JAWA BARAT 151 4,63e-06 0.003

c1 WIRASWASTA JAWA TENGAH 73 5.08e-06 0.004

Test Variable c1 KARYAWAN SWASTA  JAWA BARAT 118  8.25¢-06 0.006
NOHEY B ¢ PELAJAR/MAHASISWA JAWA BARAT 20 1.73e-05 0.012
c1 WIRASWASTA JAWA BARAT 78 2.48e-05 0.017

Permutation test c1 IBU RUMAH TANGGA  JAWA TIMUR 44 4.80e-05 0.033
Statistic: maximum c1 PELAJAR/MAHASISWA JAWA TIMUR 23 6.06e-05 0.042

Test: Gumbel distribution test

Filter

Minimum group size (count): 20 s

Figure 14. Significant Group Cluster, Job Type, and Money

In Figure 15, the Significant Group model using the maximum statistic in the frequency variable, it can be seen
that C1 or cluster 1 as a high prospect has provinces consist of West Java, Central Java, East Java, Banten, DKI,
Lampung, North Sumatra, South Sumatra and South Borneo.

Hypotheses Testing Cluster JOB_TYPE NAMA_PROVINSI count p-value Corrected p-value (3iddk)
Grouping Variables c1 IBU RUMAH TANGGA  JAWA BARAT 151 9.82e-11 6.96e-08
@ Cluster c1 WIRASWASTA JAWA TENGAH 73 2.42e-07 1.71e-04
[ JOB_TYPE c1 KARYAWAN SWASTA  JAWA TENGAH 68 4.99e-07 3.53e-04
(5 NAMA_PROVINSI c1 WIRASWASTA LAMPUNG 28 1.28e-05 0.009
c1 WIRASWASTA JAWA TIMUR 72 1.68e-05 0.012
c1 IBURUMAH TANGGA  JAWA TENGAH 43 2.08e-05 0.015
c1 KARYAWAN SWASTA  JAWA TIMUR 64 2.58e-05 0.018
c1 IBURUMAH TANGGA  JAWA TIMUR 44 2.72e-05 0.019
c1 PEDAGANG JAWA BARAT 37 2.99e-05 0.021
c2 WIRASWASTA JAWA TENGAH 2532  3.86e-05 0.027
c1 WIRASWASTA BANTEN 44 391e-05 0.027
Test Variable c1 KARYAWAN SWASTA  JAWA BARAT 118 4.98e-05 0.035
B FREKUENSH c1 PELAJAR/MAHASISWA  JAWA TENGAH 29 593¢-05 0.041
c1 WIRASWASTA JAWA BARAT 78 7.96e-05 0.055
Permutation test c1 WIRASWASTA DKI JAKARTA 565 1.71e-04 0114
Statistic: maximum c2 BELUM/TIDAK BEKERJA JAWA TENGAH 378 1.98e-04 0,131
e CmE et iora c1 PELAJAR/MAHASISWA  JAWA TIMUR 23 2.04e-04 0.134
c2 WIRASWASTA KALIMANTAN SELATAN 290 2.77e-04 0.178
Filter c2 WIRASWASTA SUMATERA SELATAN 585 2.81e-04 0.180

Minimum group size (count): 20 G

Figure 15. Significant Group Cluster, Job Type and Frequency

From data processing with scatter map model,box plot model and significant groups.

The authors conclude in table 2, the profile of customers with High Prospects, variable money obtained the
average (mean) transaction of IDR 44,614,681.4 for 6 months of transactions or IDR 7,435,780.23 per month and
the average (mean) frequency of transactions is 463 times for 6 months of transactions or 77 transactions every
month. In other words, the average transaction divided by the average frequency of each month, the average
transaction is IDR 96,568.57 and the average transaction per day is around 2.56 times a day or 2-3 times a day.
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Table 2. Characteristics of Segmentation with High Prospect

VARIABLE HIGH PROSPECT CUSTOMER PROFILE

Money Average (mean) transactions of IDR 44,614,681.4 for 6
months of transactions or IDR 7,435,780.23 per month

Frequency The average (mean) frequency of transactions was 463 times
for 6 months of transactions or 77 transactions per month

Job Type Private Employees, Entrepreneurs, Housewives, Students
and Merchants

Province Name West Java, Central Java, East Java, Banten, DKI, Lampung,
North Sumatra, South Sumatra and South Borneo

3.4 SWOT ANALYST

To answer research questions, What are the Strengths, Weaknesses, Opportunities, and Threats of the case
study company. The author conducted an interview with the Product & Marketing Head of the sharia e-money
application company.

In Table 3 explains about strengths, weaknesses, opportunities, and threats application sharia e-money. From an
internal factor, the main strength is because the owner of the company is a religious figure in Indonesia, the main
weakness is that the company’s finances are not good. From an external factor, the main opportunity is because
Indonesia is the largest Islamic country in the world and Indonesia’s demographic bonus, the main threat is the
existence of other Islamic e-money application competitors.

Table 3. SWOT Analysis Application Sharia E-money

Strengths Weakness
e  Branding owner as a public figure e Poor company finances
e Strong Community Based e The amount of incomplete or registered data
e Pioneer of sharia e-money in Indonesia e  Low active user

e Application is the work of the Nation’s Children e Less competitive prices

e Internal has not yet focused on developing

e-money
Opportunities Threats
e Indonesia is the largest Islamic country in the e The existence of other sharia e-money players
werld e The amount of political influence on the branding
e Demographic Bonus starting in 2020 owner

e There are still many untapped community bases | e  e-money regulations are still changing

After swot analysis with the Product & Marketing Head interview method then proceed with mapping the TOWS
strategy. TOWS The strategy is concluded from the interview results:

e SO (Strength Opportunities) Strategy: optimizing the internal strength of the company such as the owner is
a public Islamic figure in Indonesia to take market opportunities

e WO (Weakness Opportunities) Strategy: increase the user community of the application and reduce costs

e ST (Strength Threats) Strategy: build positive perceptions about the application by dividing the profits of each
application to the company and alms

e WT (Weakness Threats) Strategy: develop applications according to user needs

In the interview, also discussed marketing program ideas by considering SWOT Analysis and TOWS Strategy.
Several marketing programs such as meet and greet the owner as public Islamic figures in Indonesia, points and
reward systems.
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3.5 MARKETING PROGRAM

To answer research questions, What marketing programs are recommended to increase sales on the sharia
e-money application for each cluster. The author conducted triangulation or interview with the Product &
Marketing Head of the sharia e-money application company.

In table 5 the authors validate each description analysis result such as important variables to identify active users,
the most optimal number of segmentations, high prospect segment characteristics, and the given marketing
program.

Table 5. Triangulation Interview

INTERVIEW Discussion Result Expert Judgment
Variable Important Results of Random Forest 5 Best Expert Judgment (Product &
Rank Variable Marketing Head) agrees that 5
important variables are
- Money
- Money
- Frequency
- Frequenc
- Last Trx a Y
- Last Trx
- Job Type
- Job Type

- Name of Province
- Name of Province

Optimal amount of The K-means result from the - Expert Judgment (Product &
segmentation Silhouette Score is 0.873. The Marketing Head) agrees for the
most optimal number of clusters is | optimal number of 2 Clusters.
2 clusters.
High Prospect segment From K-Means Results. C1 Expert Judgment (Product &
characteristics obtained box plot and significant Marketing Head) agrees that C1
group as high prospect with is a High prospect in terms of
high frequency and number of frequency and money (number of
transactions transactions)

C1 as B2B (Business to Business)
and C2 as B2C (Business to

Customer)
Marketing program for C1is a High prospect user and C2 | Expert Judgment (Product &
clustering is a Normal user Marketing Head) divides the

Marketing Program analysis with
points and reward systems.

After triangulation and description analysis, it was found that 2 clusters, namely C1 and C2. C1 is a B2B (Business
to Business) user, using applications to sell pulses, data packages, bill payments, airplane tickets, train tickets, and
others, so C1 is a cluster with high prospects due to the high frequency and transactions using the application.
C2 is a B2C (Business to Customer) user, using the application for personal needs so that the frequency and
transactions are lower C1.

After getting the user cluster, the given marketing strategy is different in the form of a marketing program. This
marketing program provides C1 points and rewards that are much more attractive than C2. Points and rewards
are conducted through tearing, if the customer reaches a certain frequency and number of tearing, the points
and reward levels will be even greater. The similarity program for the two clusters is that every transaction made,
the profit of the transaction will be shared between the company and alms so that each user makes a transaction
on the sharia e-money application, so it contains elements of alms.

4. ADDITIONAL IMPROVEMENT
This research can be developed again in the future with several methods and data completeness.

1. Data processing using the Next Best Action Marketing (One on One Marketing) by developing a Forecast the
customer lifetime value (CLV)

2. Data processing using statistical methods such as neural networks, decision trees and others to produce the
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most optimal model accuracy
3. Research and develop user clusters with more data so that the more clusters the more specific
4. Researching and developing new clusters such as C2C (Customer to Customer)

5. Researching and developing marketing programs and measuring programs that have been implemented
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Abstrack

Internet banking users still less when compared with the total population of customers. If seen from the number of
Internet users in Indonesia, the development of Internet banking should be more massive. The purpose of this pa-
per is to further the understanding of innovation resistance by dividing internet banking non-adopters into three
groups based on their intention to use the innovation. Thereafter, the aim si to identfy how the resistance differs in
these customers groups. This study identifies three groups of internet banking non-adopters, namely postponers,
opponents, and rejectors. The data were collected by conducting questionaire through online and offline among
the retail banking customers in Indonesia who had not adopted internet banking. Thereafter, kruskal-wallis test
used to analyzed data by using SPSS 22. The result showed that usage, value, risk, tradition and image barrier
differ significantly between the groups. The result also showed that postponers had low resistance than oppo-
nents, while the rejectors show high resisntance. The postponers had some doubt about risk aspect. Risk barrier
is the most intense barrier to internet banking adoption among opponents, followed by usage barrier. The results
indicate that tradition barrier is the most intense barrier to internet banking adoption among the rejectors. This
research suggested to the bank, the groups should be approached with different strategies and differentiated

targeted marketing actions.

Keywords: Consumer resistance; Internet banking, Adoption.

1. INTRODUCTION

Information and communication technology (ICT) developing very rapidly nowadays. The Indonesian Internet
Service Providers Association (APJIl) argues that in 2018 most Indonesians can no longer escape from internet-
based communication activities. In 2017 the number of internet users in Indonesia was 143.3 million people with
a penetration of 40%. In 2018, there was an increase in the number of internet users in Indonesia reaching 171.2
million people with a penetration of 54,86%.

According to Jun and Cai (2001) in Kerti et al. 2014) revealed that the rapid growth of the internet has changed
the way companies connect with their customers, the banking business is no exception. The Internet has helped
the IT revolution in financial services in banking services. (Makris et al in Hanafizadeh et al., 2014). The flexibility
and mobility of a person who is getting faster and the presence of internet services require easier and faster
banking services. Internet banking service is one of the answers. (Prihiyani, 2012)

Internet banking provides fast, safe, convenient, inexpensive service, and is available at any time (24 hours non-
stop), and can be accessed from anywhere, be it from cell phones, computers, laptops / notebooks, PDAs, and
so on. Through internet banking, customers can perform an account in quiry, account opening, transfers, bill
payments, information on interest rates and currency exchange rates, change PIN numbers and simulate credit
calculations. (Prihiyani, 2012). Of the 5 largest banks in Indonesia based on total customers, customers who use
internet banking services are still low. Table 1 shows the comparison of the number of customers with internet
banking users in the 5 largest banks in Indonesia based on the number of customers.
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Tabel 1. Comparison of Number of Customers and Internet Banking Users in the 5 Largest Banks in Indonesia in

2019
Number of
No Bank Customers Internet banking %
Users
2019

1 BRI 90 mil 11 mil 12 %
2 BNI 44,9 mil 4,2 mil 9,4 %
3 Bank Mandiri 83,5 mil 8,3 mil 10 %
4 BCA 19,5 mil 9 mil 46 %
5 CIMB Niaga 8 mil 2,5 mil 31,3%

To understand consumer adoption behavior, it is necessary to understand innovators and users of innovation but
also the reasons why some people do not adopt and may reject innovation. (Laukanen et al., 2008). Banks are
interested in finding ways and strategies for their customers to use internet banking. Understanding resistance
to non-adopters can help to achieve these goals. (Laukanen et al., 2008). Non-adopters can be a vital source
of information in the successful development, development, implementation and marketing of an innovation.
Therefore, companies need to identify different sources of consumer resistance to innovation to reduce failed
products (Ram in Lauksen et al., 2008).

There are several studies on consumer resistance to internet banking. One of them is research by Laukanen
et al. (2007, 2008) in Finland who examined the barriers to the adoption of internet banking which became
consumer resistance to internet banking using the theory of consumer resistance to innovation by Ram and
Sheth. Innovation resistance is somewhat neglected in academic marketing research (Sheth in Laentuken et al.
(2007, 2008). So far, the literature on innovation has been mostly concentrated on diffusion, innovation adoption,
motivational factors in adoption, factors that accelerate adoption process, and the characteristics of innovation
adopters (Rogers in Lauksen et al., 2007; Gatignon and Robertson; Ram in Lauksen et al., 2008), instead of the
reasons that slow down or inhibit or prevent or delay diffusion, the adoption of an innovation (Lauksen et al.,
2007; Bradley and Stewart in Laentuken et al., 2008). However, studying the innovation resistance process may
be even more important than learning adoption (Ram in Lauksen et al., 2007).

Even in the case of successful innovations, resistance can occur. Innovation resistance can hinder or even prevent
the adoption of an innovation and therefore must be overcome before adoption can begin. (Ram in Laentuken
et al., 2008). The adoption process can only begin after the resistance has been overcome (Ram; Bagozzi and Lee
in Lauksen et al., 2007). Laukanen et al. (2008) assume that innovation resistance has an influence on consumer
intentions in using an innovation.

Based on the background description above, the authors are interested in conducting a research related to
internet banking and adopting the research that has been conducted by Laukanen et al. (2008). The purpose
of this study is to determine the differences in consumer resistance to internet banking among postponers,
opponents and rejectors.

2. LITERATURE REVIEW, FRAMEWORK AND METHODOLOGY
Literature Review

Internet banking is another term used for online banking. Internet banking or online banking is defined as the use
of the internet as a channel for delivering banking services through the World Wide Web. (Hamid et al. In Nasri
et al,, 2012). [13] Internet banking allows bank customers to carry out banking activities such as paying bills,
checking account information, transferring funds, investing and checking services through bank websites (Tan
and Teo, 2000; in Hanafizadeh et al., 2014). [2]

Innovation resistance is defined as resistance that consumers offer to an innovation, either because it raises the
potential for a satisfactory change in the status quo or because it conflicts with their belief structure (Ram and
Sheth, 1989) [15].

Innovation resistance is seen as a normal consumer response to changes in existing habits or supposed practices of
the adoption of an innovation. (Ram in Laentuken et al., 2008) [10]. Thus, innovation resistance can be considered
as a special form of resistance to change (Ram in Laentuken et al., 2007) [9].

Consumers face several obstacles that stifle their desire to adopt an innovation, and these obstacles are
categorized into 2 obstacles, namely functional barriers and psychological barriers. Functional barriers (functional
barrier) consists of usage barriers, value barriers, risk barriers. Meanwhile, psychological barriers (psychological
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barrier) consist of traditional barriers (traditional barrier) and image barrier (image barrier). (Ram and Sheth in
Laentuken et al., 2007) [9]. As illustrated in Figure 1 below.

Picture 1. Consumer Resistance to Innovation

Consumer Resistance to Innovations

Functional Barriers Psychological Barriers
Usage Value Risk Traditional Image
Barrier Barrier Barrier Barrier Barrier

Ram and Sheth in Laentuken et al. (2007) [9] argue that usage barrier is perhaps the most common cause of
consumer resistance in an innovation. Usage barrier is mostly related to the usefulness of an innovation and the
changes required from consumers. Barriers arise when an innovation is not compatible with existing workflows,
practices and habits.

Value barrier is based on the monetary value of an innovation. If an innovation does not offer a good ratio of
performance to change price, then there is no benefit for customers changing the way they do their jobs. (Ram &
Sheth in Laentuken et al., 2007). [9]

Risk barrier refers to the level of risk of an innovation. Innovation always includes the level of risk that will be felt,
because of the uncertainty of an innovation. (Ram & Sheth in Laentuken et al., 2007). [9]

Tradition barrier has implications for an innovation that causes changes in the daily routine of consumers. This
routine can be very important for consumers. Consumers also have social and family values and social norms.
Behavior that is contrary to values and norms will cause obstacles to tradition. (Ram & Sheth in Laentuken et al.,
2007). [9]

Image barrier comes from stereotypical thinking about an innovation. Each innovation achieves a certain
identity from its origin, such as including which product category they come from, which country or brand of the
innovation. Therefore, in general, the image barrier can be considered as the image of an innovation. (Ram &
Sheth in Laentuken et al., 2007). [9]

Szmigin and Foxall in Laentuken et al. (2008) [10] categorize non-adopters into 3 groups based on their intended
use in the adoption of an innovation, namely:

1. Postponers are a group of non-adopters who intend to adopt an innovation within 1 year.

2. Opponents are a group of non-adopters who intend to adopt an innovation but have not yet decided when
to adopt it, but certainly not within 1 year.

3. Rejectors are a group of non-adopters who have no intention of adopting an innovation at all.
Framework

This study adopted the research of Laukanen et al. (2008) because they have the same objective, namely to
identify the barriers that become consumer resistance to internet banking in the three non-adopter groups,
which consist of postponers, opponents, and rejectors. As well as looking for differences in resistance among
postponers, opponents, and rejectors. Laukanen et al. (2008) examined non-adopters because nonadopters
unwittingly could become a vital source of information in the successful development, implementation and
marketing of an innovation. In addition, companies need to identify different sources of consumer resistance to
innovation to reduce failed products.
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Figur 2. Framework

Consumer Resistance to Internet Banking

Postponers Opponents Rejectors

Figure 2 shows the framework in this study which is based on research by Lauksen et al. (2008). This study
will identify resistance among the three non-adopter groups to internet banking. Ram and Sheth (1989) used
innovation resistance theory to explain consumer resistance to internet banking. Consumer resistance to
innovation has been explained by different barriers that hinder or even prevent innovation adoption. Innovation
resistance consists of functional barriers and psychological barriers. Where the barriers to use, value and risk
include functional barriers and traditional and image barriers including psychological barriers. The following is
the hypothesis of this study:

H1. The usage barrier in internet banking adoption differs significantly among postponers, opponents, and
rejectors.

H2. The value barrier in internet banking adoption differs significantly among postponers, opponents and
rejectors.

H3. The risk barrier in internet banking adoption differs significantly among postponers, opponents and rejectors.
H4.Tradition barriers to internet banking adoption differ significantly among postponers, opponents and rejectors.
H5. Image barriers to internet banking adoption differ significantly among postponers, opponents and rejectors.

Methodology

In this research, the method used is quantitative method. Based on the objectives of this study, it is included in
descriptive research. This research is based on the type of investigation included in comparative research. In this
study, based on the involvement of the researcher, the researcher did not manipulate (intervention) any data.
The unit of analysis in this study is an individual because it examines the opinion of each person or individual. This
study was based on the time of implementation included in a cross-sectional study.

The sampling technique used was non-probability sampling with the sampling technique used, namely purposive
sampling. The population in this study are bank customers in Indonesia, while the sample of bank customers who
have not used internet banking. The data was collected by distributing questionnaires through Google Forms
and directly, obtained 593 respondents consisting of 225 (38%) postponers respondents, 271 (46%) respondent
opponents, and 97 (16%) rejectors respondents. In this study, a Likert scale was used on a scale of 4, from strongly
disagree (1) to strongly agree (4), in which the neutral choice is eliminated.

The data analysis technique used was the Kruskal-Wallis test. The Kruskal Wallis test (ranked one-way ANOVA)
is a ranking-based nonparametric test whose purpose is to determine whether there is a statistically significant
difference between two or more groups of independent variables on the dependent variable on the numeric data
scale (interval / ratio) and ordinal scale. [16] Then a post hoc analysis was performed using the Mann-Whitney
test to determine which groups had differences.

4, DISCUSSION

To find out whether there are differences in the barriers that exist in the adoption of internet banking among the
non-adopter internet banking groups (postponers, opponents, and rejectors), an ANOVA test was performed on
the answers to each variable from the three groups. However, because it did not meet the requirements (normal
data distribution and homogeneous data variance) the ANOVA test could not be done so as an alternative, the
Kruskal-Wallis test was used. Table 2 shows the results of the Kruskal-Wallis test.
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Table 2. Kruskal-Wallis Test Results

indicator Mean Rank Chi-Square " g,
Postponers Opponents Rejectors
Usage barrier 210,51 321,83 428,24 122,148 2 0,000
UB1 214,45 315,29 437,39 145.583 2 0,000
UB2 223,12 317,94 409,89 107,527 2 0,000
uB3 241,19 300,27 417,31 86,999 2 0,000
uB4 225,85 310,75 423,61 109,931 2 0,000
UB5 258,82 311,84 344,12 23,454 2 0,000
Value barrier 220,02 298,56 471,18 152,012 2 0,000
VB1 226,77 306,24 434,10 119,612 2 0,000
VB2 226,05 277,13 424,29 71,383 2 0,000
VB3 236,59 311,98 395,27 74,576 2 0,000
Risk barrier 247,58 325,53 331,92 30,768 2 0,000
RB1 285,74 316,12 269,71 7,688 2 0,021
RB2 261,14 311,43 339,87 21,732 2 0,000
RB3 267,81 314,14 316,84 11,851 2 0,003
RB4 264,08 319,00 311,90 15,186 2 0,001
RB5 265,31 312,46 327,31 14,609 2 0,001
Tradition barrier 213,35 297,98 488,28 178,877 2 0,000
TB1 244,31 284,26 454,81 113,029 2 0,000
B2 229,48 308,05 422,74 104,857 2 0,000
B3 231,35 300,19 440,35 118,343 2 0,000
Image barrier 240,98 292,58 439,29 94,397 2 0,000
IB1 243,81 293,93 428,96 108,577 2 0,000
IB2 249,63 298,00 404,07 62,339 2 0,000
IB3 264,67 290,19 391,03 42,491 2 0,000

Based on the results of the Kruskal-Wallis test in Table 2, it shows that there are significant differences in the
usage barrier, value barrier, risk barrier, traditional barrier and image barrier among postponers, opponents, and
rejectors.

The results also showed the postponers had lower resistance compared to the other groups. This is because the
results show the mean rank postponers are lower than the other groups. A closer examination reveals that in the
postponers group there are some doubts regarding the risk aspects of internet banking. Most of the postponers
seem to be concerned that they are incorrectly pressing or filling out their information on bills that are being paid.
Moreover, they seem to be on average in the postponers group worried that the connection will suddenly drop
when they use internet banking which shows a higher mean rank than the rejectors group.

This supports the results of the study by Laukanen et al. (2008) [9], where the postponers group has low
resistance, and there are some doubts about the risk aspects of internet banking. The findings of Laukanen et al.
(2008) revealed that most of the postponers had concerns that they incorrectly pressed or filled in the invoice
information to be paid or they might lose their PIN records, and moreover, they were afraid that the internet
connection would suddenly disconnect / disappear while using internet banking.

The results show that the risk barrier is the main obstacle in the adoption of internet banking among the
opponents group. Then followed by a usage barrier. This is because the results show that the risk barrier obtains
a high mean rank. These results also support the findings of Laentuken et al. (2008) [10] stated that the most
important obstacle in the adoption of internet banking by the opponents group is risk barrier. Furthermore, the
results show that opponents are concerned about the risk of pressing or filling in wrong information on bills to
be paid and are worried if the internet connection suddenly drops / disappears while using internet banking.
Moreover, they are worried that the PIN record might be lost. At the usage barrier, the opponent group has a
perception that using internet banking is complicated or not easy to use.

Based on the results it was revealed that the rejectors group had higher resistance compared to postponers and
opponents, the mean rank of rejectors was greater than the other two groups at each barrier. The examination
of the results further showed that on the risk barrier, the mean RB1 rank of the rejectors group was lower than
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the other two groups, it indicated that the level of concern that the internet connection was disconnected /
disappeared when using internet banking was lower in the rejectors group than the opponents and posponers.
The results reveal that tradition barrier is the main obstacle preventing the rejectors from adopting internet
banking. They prefer to visit banks and transact through tellers and they think that internet banking does not
provide a better option than other services. Then it was revealed that the value barrier is the second strongest
obstacle in the adoption of internet banking. They consider that internet banking services are not economical and
internet banking does not provide any benefit in managing finances compared to other methods.

Table 3. Mann-Whitney Test Results between Postponers and Opponents, Postponers dan Rejectors, and
Opponents s dan Rejectors

IV!ann- Wilcoxon 7 sig IV!ann- Wilcoxon z sig IV!ann- Wilcoxon 7 sig
Indicators Whitney U w Whitney U w Whitney U w
Postponers and Oppenents Postponers and Rejectors Opponents and Rejector
:a N 18308 43733 7,73 0 3632,5 29057,5 -9,59 0 7693 44549 -6,12 0
UB1 19599,5 45024,5 -7,7 0 3227 28652 -10,82 0 72115 44067,5 -7,36 0
UB2 20466 45891 -7,08 0 4310 29735 -9,34 0 8795,5 45651,5 -5,41 0
UB3 24336 49761 -4,3 0 4507,5 29932,5 -9,17 0 7878,5 44734,5 -6,45 0
uB4 21403 46828 -6,31 0 3988 29413 -9,66 0 7786,5 44642,5 -6,44 0
UBS 24922,5 50347,5 -3,75 0 7886 33311 -4,2 0 11599 48455 -1,83 0,066
t:/:r'::r 22018 47443 -5,47 0 2062,5 27487,5 411,77 0 5098 41954 9,13 0
VB1 22227,5 47652,5 -5,73 0 3370,5 28795,5 -10,65 0 7387 44243 -6,99 0
VB2 28908,5 54333,5 -1,05 0,293 5527,5 30952,5 -7,32 0 6181 43037 -8,24 0
VB3 22578 48003 -5,56 0 5229 30654 -8,05 0 9294,5 46150,5 -4,66 0
Risk barrier 21931,5 47356,5 -5,44 0 8350 33775 -3,36 0,001 12318,5 49174,5 -0,92 0,355
RB1 27316,5 52741,5 -2,13 0,033 10275,5 15028,5 -0,87 0,38 11133 15886 -2,38 0,017
RB2 25122,5 50547,5 -3.79 0 8209 33634 -3,83 0 11689 48545 -1,78 0,074
RB3 25578,5 51003,5 -3,3 0,001 9253 34678 -2,27 0,023 12879 49735 -0,31 0,755
RB4 24778,5 50203,5 -3,81 0 9214,5 34639,5 -2,33 0,019 12891 17644 -0,3 0,764
RB5 25475 50900 -3,38 0,001 8794,5 34219,5 -2,92 0,003 12321,5 49177,5 -0,96 0,333
ng‘iir?z" 20991,5 46416,5 6,07 0 1587,5 27012,5 412,31 0 3914 40770 -10,4 0
TB1 26108 51533 -2,88 0,004 3436 28861 -10,09 0 5312 42168 -9,04 0
TB2 22371 47796 -5,51 0 3836,5 29261,5 -10,02 0 8022,5 44878,5 -6,5 0
TB3 23099 48524 -5.02 0 3530,5 28955,5 -10,28 0 6620,5 43476,5 -8,18 0
!)?:'ig:r 24631,5 50056,5 -3,76 0 4164 29589 -8,91 0 6089,5 42945,5 -8 0
1B1 25080 50505 -4,08 0 4351,5 29776,5 -9,61 0 6904 43760 -8,25 0
1B2 25261 50686 -3,53 0 5481,5 30906,5 -7,46 0 8189 45045 -5,87 0
1B3 27582,5 53007,5 -1,96 0,05 6542,5 31967,5 -5,95 0 8392,5 45348,5 -5,66 0

The results of the Mann-Whitney test show that based on the p-value in the column sig. There is no difference
between postponers and opponents in the perception that internet banking does not provide significant benefits
in managing financial matters compared to other means (VB2) because it has a p value>0.05. There is no difference
between postponers and rejectors when using internet banking, the internet connection suddenly disconnects
(RB1) which is significant because it has a p value> 0.05. there is no difference in the perception that changing
the PIN code periodically is not troublesome (UB5), the level of confidence that proof of transactions that can
be printed through internet banking services can be used as valid proof of payment (RB2), the level of concern is
that it is wrong to press or fill in the information on bills to be paid when using internet banking (RB3), the level
of concern that the PIN code record may be lost and fall into the hands of an irresponsible person (RB4), and the
level of confidence that when using internet banking no other party can use or see my account information (RB5
) because it has a p value> 0.05.

On the usage barrier, value barrier, tradition barrier and image barrier, it can be concluded that the groups that
have differences are between postponers and opponents, postponers and rejectors, opponents and rejectors.
Meanwhile, the group that has differences in risk barrier is between postponers and opponents, postponers and
rejectors.

Further results through the Mann-Whitney test between postponers and opponents show that between the
two groups of non-adopters on the value barrier there is no difference in perceptions between postponers and
opponents that internet banking does not provide benefits in managing my finances compared to other means.
It also shows that based on the results, the mean rank of the postponers group has a lower resistance than the
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opponents group.

The results of the Mann-Whitney test between Postponers and Rejectors show that between the two groups
of non-adopters both have concerns when using internet banking services, the internet connection suddenly
disappears / disconnects. It also shows that based on the results, the mean rank of the postponers group has a
lower resistance than the rejectors group.

Furthermore, the Mann-Whitney test results between Opponents and Rejectors show that there is no significant
difference in risk barrier. These results support the findings of Lee et al. (2005) in Lauksen et al., (2008) [10], which
divides non-adopters into 2 groups, namely groups who will adopt in the next 12 months and groups who will
not adopt at all. They found that there was no significant difference in risk perception between the 2 groups of
non-adopters. Both groups have concerns that when using internet banking they will make mistakes in pressing
and filling in billing information and are worried that the PIN code record may be lost and fall into irresponsible
hands. Both groups also believe that printable proof of transaction can be used as proof of legal payment and
believe that no other party can use or view their internet banking account.

The results also show that among the opponents and rejectors alike have the perception that changing the PIN
code periodically is troublesome, and show that based on the results the mean rank of the opponents group has
lower resistance compared to the rejectors group.

5. CONCLUSIONS AND RECOMMENDATIONS

5.1 CONCLUSIONS

Based on the results, it can be concluded that usage barriers, value barriers, risk barriers, tradition barriers,
and image barriers in the adoption of internet banking have significant differences between groups of non
internet banking users (postponers, opponents and rejectors). Thus H1, H2, H3, H4, H5 which state that there are
significant differences are proven to be true.

5.2 RECOMMENDATIONS

5.2.1 RECOMMENDATIONS FOR INTERNET BANKING SERVICE PROVIDER BANKS

Based on the results, the three groups of non-adopters had significant differences in resistance. Therefore it is
recommended that banks providing internet banking services provide different strategic approaches and different
marketing actions in each group to encourage customers to use internet banking services.

The postponers group is concerned about the risk aspects when transacting through internet banking services
by wrongly pressing or filling in the information on bills to be paid. Moreover, the average postponers seem
to be worried that the internet connection will suddenly disconnect / disappear when making transactions. To
accelerate postponers adopting internet banking, banks can concentrate on security issues in marketing internet
banking. In addition, banks can minimize errors that occur in internet banking services, especially errors during
transactions.

The opponents group also concentrates on the risk aspect but also on the usefulness of internet banking. To
accelerate the adoption of internet banking, banks can take a similar marketing approach to the postponers
group. In addition, banks can improve the user authentication mechanism at login by providing an option if
the PIN is lost. The bank also focuses on the use and convenience of internet banking when marketing internet
banking.

Then to convince the rejectors group to adopt internet banking, banks can provide education and information
about the ease, usefulness and benefits of using internet banking services. If necessary, demonstrations and
training are conducted in the operation of internet banking services.

5.2.2 SUGGESTIONS FOR FURTHER RESEARCH

The object of this research is bank customers in Indonesia who have not used internet banking. With the non-
probability sampling technique, the research results do not represent Indonesia, so the suggestion for further
research is to use probability sampling techniques to represent Indonesia. It is also suggested for further research
to be carried out by narrowing the scope of the research, for example, namely only one or two cities / regencies
/ provinces to be researched. It is also suggested for further research to examine urban communities (urban) and
rural communities (rural).

i il




The 8" International Seminar and Conference on Learning Organisation

REFERENCES

Asosiasi Penyelnggara Jasa Internet Indonesia. 2019. Profil Pengguna Internet Indonesia 2019. Jakarta: Asosiasi
Penyelenggara Jasa Internet Indonesia.

Hanafizadeh, P., Byron W. Keating, dan Hamid Reza Khedmatgozar. 2014. A Systematic Review of Internet
banking. Telematics and Information, 31(3), 492 - 510.

Kerti, Ni Nyoman, Luh Putu Rara dan Putu Gde S. (2014). The Application of Technoloy Acceptance Model on
Internet banking Users in the City of Denpasar, 16(2).

Laporan Tahunan Bank Mandiri. 2019. Laporan Tahunan Bank Mandiri 2020. Jakarta: Bank Mandiri
Laporan Tahunan BCA. 2019. Laporan Tahunan BCA 2020. Jakarta: BCA.

Laporan Tahunan BNI. 2019. Laporan Tahunan BNI. Jakarta: BNI.

Laporan Tahunan BRI. 2019. Laporan Tahunan BRI. Jakarta: BRI.

Laporan Tahunan CIMB Niaga. 2019. Laporan Tahunan CIMB Niaga 2020. Jakarta: CIMB Niaga.

Laukkanen, Pekka., Sinkkonen, Suvi., Kivijarvi, Marke., dan Laukkanen, Tommi. 2007. Consumer Resistance and
Intention to use Internet banking Service.

Laukkanen, Pekka., Sinkkonen, Suvi., dan Laukkanen, Tommi. 2008. Consumer Resistance to Internet banking:
Postponers, Opponents, and Rejectors. International Journal of Bank Marketing, 26(6), 440-455.

Laukkanen, Tommi., Sinkkonen, Suvi., Kivijarvi, Marke., dan , Laukkanen, Pekka. 2007. Innovation Resistance
among Mature Consumer. Journal of Consumer Marketing, 24(7), 419-427.

McKinsey&Company. 2014. McKinsey Asia Personal Financial Services Survey 2014. Australia: New Media
Australia.

Nasri, Wadie dan Lanuoar Charfeddine. (2012). Factors Affecting the Adoption of Internet banking in Tunisia:
An Integration Theory of Acceptance Model and Theory of Planned Behavior. Journal of High Technology
Management Research, 23(1), 1-18.

Prihiyani, Eny. 2012. Memaksimalkan Internet banking. [Online] Available at: http://bisniskeuangan.kompas.
com [Accessed 7 Oktober 2015]

Ram, S. and Sheth, J.N. 1989. Consumer resistance to innovations: the marketing problem and its solutions, The
Journal of Consumer Marketing, 6(2), 5-14.

Statistics Laerd. 2013. Kruskal-Wallis H Test using SPSS Statistics. [Online] Available at: https://statistics.laerd.
com/spss-tutorials/kruskal-wallis-h-test-using-spss-statistics.php

Zumar, Dhorifi. 2013. 34% Nasabah Sudah Melek Internet banking: [Online] Available at: http://www.
marsindonesia.com/newsletter/34-nasabah-sudah-melek-internet-banking [Accessed 5 Oktober 2015]

r i5cle




The 8" International Seminar and Conference on Learning Organisation

EXPERIENCE AND BRAND EQUITY IN E-COMMERCE
(CASE STUDY: LAZADA INDONESIA)

Arvi Damayanti', Erni Martini?

12Telkom University, School of Business and Economics, Bandung, Indonesia.
arvidam@student.telkomuniversity.ac.id®, Ernimartini@telkomuniversity.ac.id?

Abstract

In 2020, rotation money of e-commerce is increasingly significant due to changes in behavior caused by the Cov-
id-19 pandemic, which makes online shopping activity continuously increasing. Lazada is one of the major e-com-
merce companies in Indonesia, spotting the opportunity from behavior changes in online shopping by strengthen-
ing brand equity. Lazada’s strategy is to make brand experience becomes one way to form a strong brand. In the
implementation, Lazada has quite active to offer brand experience through experience sensory, affective, intel-
lectual, and behavioral. This study is proposed to analyze factors that can influence brand experience and brand
equity. The number of items used to measure brand experience is 12 items. Meanwhile, the number of items used
to measure brand equity is 16 items. Pilot test has been tested for proposed variables to 30 respondents. The
research instruments will be tested by pearson product moment to test the validity and cronbach’s alpha value
to test the reliability. The result indicates that the 2 variables with 28 items are valid and reliable, therefore the
measurement tools can be used for further study.

Keywords: Brand Equity, Brand Experience, E-commerce, Lazada, Online Shopping.

INTRODUCTION

In early 2020, internet user penetration in Indonesia has increased 64% with a total population of 272,1 million.
It is significantly increasing the usage of digital technology in Indonesia, especially online shopping. In 2018-
2019, there was a 46% rising in online shopping. Then, in January 2020 the growth of online shopping activity
was 88% (We Are Social & Hootsuite, 2020). The behavior changes that occurred during pandemic covid-19 has
triggered e-commerce growth. E-commerce is considered to be an alternative solution to fulfill consumer needs
during this pandemic. The high risk of spread, making all of the activities restricted and health protocol must be
implemented, one of which is minimalize physical contact.

There are big four e-commerce in Indonesia for instance Shopee, Tokopedia, Bukalapak, and Lazada. During 2018-
2020, Lazada’s monthly website visit performance has been always at the lowest place among them (lprice, 2020).
Spotting opportunity from this behavior changes and to grab the market chance, Lazada strengthening their brand
equity by creating a brand experience. Lazada is quite active to provide experience through experience sensory,
affective, intellectual, and behavioral. In providing a sensory experience, Lazada providing product category on
their website and mobile apps to make activity shopping easier for customers. Lazada pleasing customer’s feeling
by providing live chat 24 hours, it can make all of the problems solves in real-time and that is one of affective
experience. Lazada’s intellectual experience providing LazLive features where sellers give information related to
their products. Then, Lazada’s behavioral experience is conducting flash sale and interesting events by providing
discounts and vouchers. Brand experience can assist a company to enamor its brand in the market, influence
emotions/feelings, and psyche customers, also gaining loyalty (Beig and Nika, 2019). Brand equity helps the
company in marketing and identifying customer’s wants (Rahmady and Purwanti, 2020). Strong brand equity
can make a competitive advantage and increasing sales (Rahmady and Purwanti, 2020). A well-formed brand
experience will ultimately create strong brand equity (Beig and Nika, 2019).

Model brand experience and brand equity by Beig and Nika (2019) that adapted for this study will focus to
analyze the indicator that can measure the dimension of brand experience and brand equity for further research.
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1. LITERATURE REVIEW

Brand Experience

Brand Experience was developed by Brakus, J. J., Schmitt, B. H., & Zarantonello, L (2009). According to Brakus
et al. (2009:53) brand experience is as subjective, consumer response (sensation, feeling, and cognition) and
behavioral responses that arise due to brand-related stimuli which are part of design and identity, packaging,
communication, and environment. Other statements stated by Harris et al. (2018) brand experience is beyond the
benefits provided by product and services, authentic, something surprising and unexpected, and leads to positive
memories. The experiential route can positively influence brand equity. Thus, brand experience is considered to
be efficient and cost-effective to achieve brand success in the e-commerce industry (Beig and Nika, 2019).

There are four dimensions of brand experience. Firstly, sensory experience is described as how the brand can
attract consumer’s senses such as vision and sound (Tafesse, 2016). Then, affective experience as an emotional
assessment, it can represent emotional attraction and brand content (Tafesse, 2016). Thirdly, an intellectual
experience is defined as how the brand can induce consumer’s cognitive thinking and increase curiosity (Tafesse,
2016; Bapat, 2020). Fourthly, behavioral experience explaining how the brand can trigger physical actions
(Tafesse, 2016).

Brand Equity

Brand equity is a brand value obtained from marketing efforts and considered as a company asset (Arora and
Neha, 2016). When brand equity has a high value, it means that customers already know the brand, have a
strong and positive association with a brand, good quality, and customers will be loyal to the brand (Brochado
and Oliveira, 2017). Four dimensions of brand equity that related to customer or CBBE (Customer Based-Brand
Equity) there are brand awareness, brand association, perceived quality, and brand loyalty.

Brand awareness means that a brand can easily recognize and remembered in different situations, that provides
opportunities for the brand to be purchased and if customers get satisfied, the company will achieve a competitive
advantage (Shahid et al., 2017; Chiguvi et al., 2020). Brand association creating value for companies and
customers by differentiates the brand and instilling positive behaviors or feelings into customer minds (Sharma,
2017). If a group of associations is well managed, a brand image will be created (Borchado and Oliveira, 2017: 6).
Perceived quality comes from customer’s perception of innovation and the ability of a product to meet customer
expectations, so as can creating customer satisfaction (Inayati and Wahyuni, 2017; Chiguvi et al., 2020: 3). Brand
loyalty is when customers show a positive response to the brand, buy the brand regularly, and do not switch to
other brands while still being aware of product prices (Borchado and Oliveira, 2017: 7).

2. MEASUREMENT MATERIAL

The quality of a study is assessed from research results. Therefore, data collection must meet the goodness of
data criteria. To test the goodness of data, it is necessary to test the validity and reliability of the data that has
been obtained (Indrawati, 2015:145). Firstly, test validity as a measurement in the quantitative study that showing
questionnaire quality is approaching the target (Heale dan Twycross, 2015; Indrawati, 2015:147). Secondly,
reliability tests indicating the degree of trust, reliability, consistency of measurement result, and showing that
measurement is freed from error (Indrawati, 2015:155). The research questionnaire items were applied from the
research of Beig and Nika (2019) by title “Impact of Brand Experience on Brand Equity of Online Shopping Portals:
A Study of Select E-Commerce Sites in the State of Jammu and Kashmir”. There are 12 items of brand experience
and 16 items of brand equity used to measure both variables and it is proven can be measured in the Jammu and
Kashmir state. Table 1 shows the 28 items from brand experience and brand equity that will be proposed model.

Table 1: Questionnaire ltems

Item code Items of Sensory Experience

SEN1 E-commerce Lazada makes a strong impression on my visual sense
SEN2 | find e-commerce Lazada interesting in a sensory way

SEN3 E-commerce Lazada does not appeal to my visual sense

Item code Items of Affective Experience

AFF1 E-commerce Lazada induces feelings and sentiments

AFF2 | do not have strong emotions for e-commerce Lazada

AFF3 E-commerce Lazada is an emotional brand

Item code Items of Intellectual Experience

INT1 | engage in a lot of thinking when | encounter e-commerce Lazada
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INT2 E-commerce Lazada does not make me think

INT3 E-commerce Lazada stimulates my curiosity and problem solving

Item code Items of Behavioural Experience

BEH1 | engage in physical actions and behaviours when | use services of e-commerce Lazada

BEH2 E-commerce Lazada result in bodily experiences

BEH3 E-commerce Lazada is not action oriented

Item code Items of Brand Awareness

BAW1 Some characteristics of e-commerce Lazada comes to my mind quickly

BAW2 | can quickly recognize Lazada among other e-commerce brands

BAW3 I am familiar with e-commerce Lazada

Item code Items of Brand Association

BAS1 In comparison to other e-commerce brands, Lazada has a very unique image

BAS2 | respect and admire people who shop from e-commerce Lazada.

BAS3 | like the brand image of e-commerce Lazada

BAS4 E-commerce Lazada is a customer friendly company

Item code Items of Perceived Quality

PQ1 | trust the quality of the products provided by e-commerce Lazada

PQ2 Product provided by e-commerce Lazada are good quality

PQ3 E-commerce Lazada provides excellent services

PQ4 Services offered by e-commerce Lazada are reliable

Item code Items of Brand Loyalty

BL1 | consider myself to be loyal to e-commerce Lazada

BL2 E-commerce Lazada would be my first choice when shopping online

BL3 | will keep buying from e-commerce Lazada as long as it provides me good products and
excellent services

BL4 I am still willing to buy from e-commerce Lazada even if the price of products provided by
it is a little higher than of other e-commerce brands

BL5 | would love to recommend e-commerce Lazada to my friends

3. METHOD AND RESULT

This study is designed to analyze research indicators from brand experience and brand equity by the items of
questionnaires. Pilot study was used to ascertain the validity and reliability constructs. Preliminary analysis
using a pilot test is worthwhile for testing the questionnaires to find out that collected data can be answered by
respondents, which there are no problems in processing the data research (Saunders et al., 2016).

Pilot test was tested on 30 respondents. The collected data was processed by IBM SPSS 24. The validity tested
using pearson product moment correlation by comparing the pearson correlation value and R Table value with
significance level 5%. If the correlation > 0.361, it indicates that item questionnaires are valid. It corresponds to
Sugiyono (2018:198) that factor analysis is carried out by correlating the total factor score with the table score, if
the correlation is positive and the amount is more than 0.3 then the factor is a strong construct. Furthermore, the
reliability tested using Cronbach’s Alpha. According to Hair et al. (2010); Kaplan and Saccuzzo (1993: 126); Nunnally
and Bernstein (1994); Pedhazur and Pedhazur (1991) in Indrawati (2015: 155) Cronbach’s Alpha coefficient with a
minimum value of 0.70 indicates that the item questionnaires have a fairly good level of reliability. The pilot test
result showed in table 2.

Table 2: Pilot Test Result

Item Code Pearson Correlation Cronbach’s Alpha
SEN1 0.668 0.936
SEN2 0.614 0.937
SEN3 0.452 0.939
AFF1 0.406 0.940
AFF2 0.422 0.940
AFF3 0.528 0.938
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INT1 0.396 0.940
INT2 0.425 0.940
INT3 0.675 0.936
BEH1 0.400 0.940
BEH2 0.462 0.939
BEH3 0.362 0.940
BAW1 0.706 0.936
BAW2 0.687 0.936
BAW3 0.653 0.937
BAS1 0.773 0.935
BAS2 0.573 0.937
BAS3 0.764 0.935
BAS4 0.769 0.936
PQ1 0.747 0.936
PQ2 0.775 0.935
PQ3 0.797 0.935
PQ4 0.755 0.935
BL1 0.884 0.934
BL2 0.773 0.935
BL3 0.655 0.936
BL4 0.565 0.938
BL5 0.784 0.935

The pilot test result indicates that all 28 questionnaire items in two variables of the measurement model proposed
are valid and reliable.

4. CONCLUSION

The conclusion is the pilot test has been done to 30 respondents of Lazada users and has shown the measurement
materials of two variables with 28 items proposed are valid and reliable. Therefore, the measurement materials
that will be proposed can be used for further research.
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