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CONTEMPORARY RESEARCH ON MANAGEMENT AND BUSINESS

This book contains 74 selected papers presented at the Sth International Seminar of Contem-
porary Research on Business and Management (ISCRBM 2021), which was organized by the
Alliance of Indonesian Master of Management Program (APMMI) and held in Jakarta, Indonesia on
18 December 2021. This online conference was hosted by the Master of Management Program of
Indonesia University. This year, ISCRBM focused on research related to driving sustainable busi-
ness through innovation. Business has had to deal with the COVID-19 pandemic, so a new approach
towards managing business to survive competition is indispensable. Innovation is the key for all
organizations in surviving in the new normal and beyond. The Seminar aimed to provide a forum for
leading scholars, academics, researchers, and practitioners in the business and management area
to reflect on the issues, challenges and opportunities, and to share the latest innovative research
and best practices. This seminar brought together participants to exchange ideas on the future
development of management disciplines: human resource, marketing, operation, finance, strategic
management and entrepreneurship.
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Background

Since 2018, Indonesian Master of Management Program Alliance (APMMI) annually held sem-
inar called International Seminar of Contemporary Research on Business and Management. The
first one was in Surabaya hosted by Technology Institute of Surabaya. Secondly, in Marwadewa
University, Denpasar Bali. Thirdly, in Indonesia University, Jakarta, and recently due to pandemic
situation the conference was held online hosted by Airlangga University in collaboration with Petra
University, Surabaya University, STIE Perbanas Surabaya and Trunojoyo University, Madura.

The Association of Indonesian Master of Management Programs (APMMI) is positioning itself
as an institution that provides guidance as the best practices of MM education in order to improve
the quality of MM education in Indonesia.

APMMI is expected to be an institution that can provide motivation and set operational guidelines
to its members to achieve the national quality standard of MM education, capable of producing
graduates that are in accordance with the times and meet the needs of business practices and national
management.

In the future, APMMI is expected to be able to cooperate with international MBA program
accreditation institution (such as AACSB International) to accredit MM program in Indonesia, so
as to encourage national MM programs to meet international quality standards in accordance with
the purpose and objectives of the establishment of APMMI.
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Preface from the chair committee of ISCRBM 2021

Assalamu’alaikum Wr. Wb.

Greetings from MM FEB UI

We thank God Almighty for completing the Proceedings Publication published by the Master of
Management Study Program, Faculty of Economics and Business, University of Indonesia (MM
FEB UlI). This proceeding is a collection of papers presented in the International Seminar Confer-
ence of Research on Business and Management (ISCRBM) 2021 from the Indonesian Master in
Management Program Alliance (APMMI) with the theme Driving Sustainable Business Through
Innovation. APMMI plays a role as aninstitution to provide guidelines and as the best education
provider from Master of Management to improve the education quality of MM in Indonesia. One
of the efforts to support the academic contribution in higher education, APMMI is organizing an
“International Conference,” which can be a forum for the academics to deliver their research and
widen networking with other leading universities globally. This year, the Master of Management
Faculty of Economics and Business Universitas Indonesia hosts the 5th ISCRBM. The aims of
this conference were increasing contribution from Indonesia in developing knowledge at the inter-
national level by publishing scientific research with an international standard of peer-reviewed
process, delivering their real contribution within a talentmanagement context, both in industry and
government levels. And last but not least, to become a forum for knowledge improvement and
research capacity for the academics from the material presentation of prominent scholars who are
acknowledged for their expertise at the international level.This conference was attended by 130
students from 17 universities from APMMI members spread throughout Indonesia and was held
in Jakarta on December 18th, 2021. This event is a forum for educators, researchers, educational
and non-educational observers to discuss business studies on procedures and guidelines for writing
and publishing scientificarticles and increase cooperation among participants.Finally, I wish to
express my gratitude to all delegates for their full cooperation and contribution in organizing this
conference so that it is carried out well. The appreciation is mainly to the persons in APMMI and
MM FEB Ul, Head of the Master of Management from APMMI member universities, CRC Press
Taylor & Francis, and all committees who have helped organize this seminar. We realize that there
are still many shortcomings, inconveniences, and mistakes in organizing this seminar. Therefore,
we humbly ask the sincerity of you, Ladies and Gentlemen, the participants, to forgive us. I wish
this could be a very fruitful and productive conference. Thank You.

Wassalamu’alaikum Wr Wb
Chairman of APMMI

Director of MM-MBA FEB Ul
Prof. Rofikoh Rokhim, Ph.D.
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Student perception on university brand equity during pandemics

A.Y. Puspitasari, M.S. Mahrinasari & D.R.H. Pandjaitan

Master in Management, University of Lampung

ABSTRACT: The COVID-19 pandemic has affected various fields, including higher education
institutions. Changes in policies and norms cause universities to adjust to the brand equity-building
strategies that have been carried out. The purpose of this study was to investigate student percep-
tions of the dimensions of university brand equity during the COVID-19 pandemic. This research
was conducted at a private university in Lampung. The samples taken were 400 people with the
criteria that they had become students during the pre-pandemic, during the pandemic, and post-
pandemic. The research results found a significant relationship among the dimensions of university
brand equity (brand awareness, perceived quality, brand association, learning environment, emo-
tional environment, brand trust, brand loyalty, and university reputation). Therefore, brand equity
dimensions affect the student learning experience in creating a solid university brand equity.

Keywords: brand equity, university branding, higher education, marketing.

1 INTRODUCTION

Brand equity is getting more attention in the marketing of higher education institutions. In recent
years, higher education institutions have realized the importance of branding to gain a competitive
advantage. The development of brand equity in higher education institutions is driven by increas-
ingly fierce competition, the need to attract consumers, the need for financial support, and the
opening of international markets. The university’s brand equity is different from that of the gen-
eral product. There is a dimension closely related to the student learning experience, which is in
accordance with the research conducted by Ng & Forbes (2009) and Palmer et al. (2016), stating
that learning experience is a significant factor in branding a university.

This current pandemic provides various limitations on university academic operations by reduc-
ing income, reducing employee productivity, and limiting the ability of institutions to cover
operational costs (Tamrat 2021). Activity restrictions have forced universities to do distance learn-
ing, and even accept all online enrollment. In addition, universities are not responsive to crises, for
example distance learning facilities can certainly provide an unpleasant experience for students.
Perception of experience helps strengthen the relationship between consumers and brands and influ-
ences brand equity (Iglesias et al. 2019; Khan & Fatma 2017). This condition is a challenge for
both universities and students. Universities must be able to maintain excellence, while also adapting
branding strategies according to the situation. This study aims at helping universities understand
what constitutes consumer-based brand equity in dealing with crises such as pandemics.

2 LITERATURE REVIEW

2.1 Brand Equity University

Brand equity is a set of unique attributes attached to a brand. Brand equity is also often considered
brand strength (Feldwick 1996). A company or brand with strong brand equity will be superior

DOI 10.1201/9781003295952-1 1
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to its competitors. Currently brand equity is also considered an indicator of the success of a
business (Tasci 2021). The branding strategy to build their excellence is adapted by higher education
institutions.

University brand equity initially used the dimensions built by Aaker (1993), namely brand
awareness, perceived quality, brand association, and brand loyalty. As academics pay attention to
university brand equity, there is a difference between brand equity for products in general, e.g.,
university brand equity is built up due to the interaction between student consumers and campuses
during their education. Previous research related to university brand equity took the basis of the BE
concept developed by Aaker (1993) and (Keller 1993). The research results also include several other
dimensions specific to university brand equity such as university reputation , learning environment ,
physical facilities, knowledge assessment, price, brand communication, and reputation of professor
(Anwar et al. 2021; Khoshtaria et al. 2020; Moghaddam et al. 2013; Mourad et al. 2020; Pinar
et al. 2020; Tran et al. 2020). The measurement of brand equity in this study will refer to several
dimensions, namely brand awareness, perceived quality, brand loyalty, brand association, brand
trust, learning environment, emotional environment, and university reputation.

3 METHODOLOGIES

This study employed a quantitative approach. The data collection used a questionnaire survey
with a cluster sampling approach towards undergraduate student respondents at private universities
in Lampung Province, Indonesia. The indicators in the questionnaire were adapted from Girard
& Pinar (2021). The weighting of the questionnaire using a Likert scale of 1-5 points includes
answering choices from 1 (Strongly disagree) to 5 (Strongly agree). The study aims at investigat-
ing the relationship between indicators of university brand equity at the time of pandemics. The
questionnaire included three main parts: introduction and purpose, demographic information, and
measurement items. It took one month to collect the data (October to November 2021).

4 RESULTS

4.1 Demographic information

Table 1. The number of respondent.

Type Category Number Percentage
Gender Male 142 35.5%
Female 258 64.5%
Year Third 110 27.5%
Second 136 34%
First 154 38.5%

4.2 Measurement model analysis

Covariance Based Structural Equation Modeling (CB-SEM) was implemented to test the proposed
research model using AMOS 26 software. First, we assessed internal consistency reliability and the
convergent validity of the constructs. In the validity and reliability tests carried out, all indicators
in this study were valid and reliable. Then proceed with the normality test. Initial data from 400
respondents were declared abnormal. Hence, data reduction was carried out by removing outliers
and indicators. The feasibility results were obtained based on several predetermined criteria. There
are nine criteria used. Seven criteria have values above the threshold value and are declared good.
Meanwhile, the probability value is still below the stipulation, and the chi-square value is above df.



Table 2. The number of respondent.

No  Model Fit Indices Estimated Value Obtained Value
1 Chi-square Small 350.88

2 x 2 significance probability >0.05 0.000

3 Relative x2 (CMIN/DF) <2,00 1.671

4 GFI (Goodness of Fit) >0.85 0.930

5 AGFI (Adjust Goodness of Fit Index) >0.85 0.908

6 TLI (Tucker-Lewis Index) >0.90 0.983

7 NFI (Normated Fit Index) >0.80 0.966

8 CFI (Comparative Fit Index) >0.90 0.986

9 RMSEA <0.08 0.041

4.3 Hypothesis testing

The results of hypothesis testing using AMOS 26 show that all proposed hypotheses had signif-
icant results. Brand awareness, university reputation, brand association, learning environment,
perceived quality, brand loyalty, emotional environment, and brand trust were interrelated both
directly and indirectly.

5 DISCUSSION AND CONCLUSIONS

The COVID-19 pandemic has put universities in an almost similar situation, with different chal-
lenges. Private universities that are the research object also carry out temporary closures and
restrictions on activities in response to the situation and government policies. Students must conduct
distance learning with minimal facilities.

During the pandemic, it still showed that students’ perceptions of brand equity were still good
and quite high. Male students had a better average perception than female students. First-year
students who entered during the pandemic had the highest level of perception, while the lowest
were third-year students who entered before the pandemic. This result is different from research
from (Aristovnik et al. 2020), which states that first-year students are more susceptible to the
pandemic effect.

The results show there is a relationship between the dimensions of university brand equity.
Brand awareness is an essential foundation for building university brand equity, which directly and
indirectly affects other dimensions of brand equity. Research conducted during this pandemic did
not succeed in proving there is a relationship between brand awareness and the learning environment,
which could be due to the reduced interaction between students and the campus during the social
distancing period. Meanwhile, in this study, a significant factor directly affecting brand loyalty is
the university’s reputation.

From this research, the learning environment has the most influence on other dimensions of brand
equity. This dimension should be of greater concern to universities when building brand equity,
along with university reputation, university reputation, brand association, and brand awareness.

6 IMPLICATIONS DAN LIMITATION

The university does branding to be superior to its competitors. Several factors that need to be
considered during the pandemic include the readiness of the institution to face the crisis and the
response and concern for students. These aspects have not been covered in this study and should
be considered in formulating a branding strategy for a higher education institution in the future,
especially when facing a crisis. This research was conducted at a private university. Future research



can be carried out with broad objects or involving government-owned universities. In addition, it is
also necessary to pay attention to involving university consumers more broadly, not only students.
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ABSTRACT: The Coronavirus-19 (COVID-19) pandemic has caused various impacts ranging
from public health issues to weakening the world economy. Non-financial companies listed on the
Indonesia Stock Exchange (IDX) have also been affected. Therefore, this study was conducted to
determine cash holdings of non-financial companies on the Indonesia Stock Exchange during the
COVID-19 pandemic. The study uses 548 company data on the IDX in each quarter starting from
Q12020 to Q2 2021 by using panel data regression method to determine the relationship between
the variables studied. Looking at the impact of the pandemic as represented by positive and death
cases due to COVID-19 and the implementation of work-from-home policy on cash holdings of
non-financial companies on the IDX, it was found that cash holding companies were significantly
negatively affected by the positive case of COVID-19. Similarly, the death cases due to COVID-19
and the implementation of work-from-home policy indicated a negative impact on the company’s
cash holding, although not significantly. Thus, the results of this study can be used as a continuation
of previous studies about research on cash holding in Indonesia.

1 INTRODUCTION

The global pandemic of the Coronavirus-19 (COVID-19) has spread at the rapid rates. What equally
concerning is the various impacts from public health issues to weakening the world economy.
This unprecedented pandemic poses a negative shock to the cash holding level of the Indonesian
non-financial firms listed on Indonesia Stock Exchange (IDX). Most firms having a decrease in
performance due to the pandemic (Fu & Shen 2020). Many public companies experienced a decline
in share prices (Phan & Narayan 2020).

The corporate liquidity management is one of the main issues during the COVID-19 pandemic.
For the firms, cash is the most liquid asset. The cash availability directly impacts its liquidity and
shows its ability to complete all the obligations on time. It can also help increasing firms’ sales and
profit. In addition, cash holdings are the amount of cash and cash equivalents owned and recorded
on the firms’ balance sheet readily available to be invested or distributed to investors (Gill & Shah
2011). Cash holdings has important role amid the pandemic since the shock due to COVID-19
increased the liquidity risk and generated an unprecedented increase in the liquidity demand for
the affected firms (Almeida 2021).

A previous study conducted by Honda & Uesugi (2021) shows that firms tended to hold more
cash during the global financial crisis . Few other studies investigated the relationship between
COVID-19 pandemic and cash holding level such as the impact of the pandemic on firm-level
cash holding in China (Qin et al. 2020), impact on firm performance (Fu & Shen 2020), and how
the pandemic affects the liquidity on over 20 countries (De Vito & Gomez 2020). The necessity
for researching this issue is essential, such as in Indonesia, to see the pattern of corporate cash
holding during the COVID-19 pandemic, and also to contribute by highlighting the results that
could mitigate the adverse effect of COVID-19 pandemic to the Indonesian non-financial firms.
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2 DATA AND EMPIRICAL DESIGN

2.1 Sample selection

The data sample obtained from quarterly data on publicly traded Indonesian non-financial firms
from Indonesia Stock Exchange (IDX) and Eikon Refinitiv. The sample included firm observations
with fiscal quarters that fall between Q1 2020 and Q2 2021. The the financial firms, inactive
firms, and the firms that had incomplete data were excluded. Then, the data for the COVID-19
pandemic parameters proxied by positive and death cases and also data on work-from-home policy
implementation from the Indonesian COVID-19 official website were collected. These selection
criteria yielded a sample of 3,288 firm-quarter observations.

2.2 Variable construction

This study focuses on the impact of the pandemic on firms’ cash holding level, in which cash
holding was chosen as the dependent variable and was calculated by dividing the current cash and
equivalent with the total assets. Then, this study used positive and death COVID-19 cases , and
work-from-home policy implementation as the independent variables Firms’ specific characteristic
variables as the control variables: firm size, leverage, profitability, and liquidity, were also included.
The firm size was measured using the natural logarithm of firms’ total assets. The leverage was
measured using the company’s debt-to-equity ratio. For the profitability, it was proxied using the
return-on-equity. Lastly, the liquidity was proxied using the firms’ current ratio. Table 1 provides
the summary of variables and explanation used in this study.

Table 1. Variable definition.

Variables Description

CH Cash holding of the firm is measured by cash and cash equivalents per total asset
CASE Total cumulative positive COVID-19 cases in percentage

DEATH Total cumulative deaths due to COVID-19 in percentage

DWFH The dummy variable of work-from-home policy implementation

SIZE The size of the firm is measured by the natural logarithm of its total assets

LEV The leverage of the firm is measured by the debt-to-equity ratio

ROE The firm profitability is measured by the return-on-equity

LIQ The firm liquidity is measured by the firm’s current ratio

2.3 Empirical design

Following the previous study by Fu & Shen (2020), this study employs data panel regression
approach that considers the COVID-19 as an exogenous shock and integrate the implementation
of work-from-home policy towards the cash holding level, as shown by equation 1:

CH;, = o + BICASE;, + B2DEATH;, + B3DWFH;, + BXControl;, + ¢ (1)

where i indexes the firm and t indexes the year-quarter. Variable CASE and DEATH are respectively
taken value of the cumulative positive and death cases in percentage. Variable DWFH proxied the
work-from-home policy implementation, which takes the value of 1 if the implementation is more
restricting, 0 if otherwise. The control variables in this study are the firm specific characteristic
variables constituted by the firm size, leverage, profitability, and liquidity. This study employs data
panel regression using the Eviews 12 to conduct the analyses.

3 RESULTS AND DISCUSSIONS

3.1 Summary statistics

Table 2 below provides summary statistics of cash holding levels for the observed periods. The
average cash holding level is 0.055 indicating that Indonesian non-financial firms’ cash holding
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amounted to about 5.5% of their total assets. This was under the average cash holding ratio of 0.2
reported by Honda & Uesugi (2021), albeit higher than the value of —0.004 reported by Fu & Shen
(2020). The minimum value is 0.001, the maximum value is 0.968, and the standard deviation is
0.087, indicating that the cash holding level of the observed firms is quite similar.

Table 2. Summary statistics.

Minimum Maximum Mean Std. Deviation

CH 0.001 0.968 0.055 0.087

Table 2 above also shows that how close the standard deviation value demonstrated that the non-
financial firms in Indonesia tended to follow the precautionary motive of holding cash during the
COVID-19 pandemic. In other words, firms tended to increase the cash holding level to maintain
their liquidity level.

3.2 Main Empirical Analyses

The following Table 3 shows the results of the data panel regression. The results show the coefficient
of determination (adjusted R square) within 0.77—0.78 across all models, which means that there
were approximately 22% changes in cash holding level of non-financial firms in Indonesia were
are influenced by other factors outside of this study models.

Table 3. Data panel regression results.

Basic Model CASE Model DEATH Model DWFH Model

Variable CH CH CH CH
CASE —0.0056
(0.0226***)
DEATH —0.0004
(0.84438)
DWFH -0.0020
(0.1432)
SIZE 0.0001 0.0001 0.0002 0.0002
(0.6554) (0.6511) (0.6542) (0.6584)
LEV 0.0002 0.0002 0.0003 0.0003
(0.0331%%%*) (0.0357%*%*) (0.0339%%*%*) (0.0308**%*)
ROE 0.0055 0.0055 0.0055 0.0056
(0.003%%*%*) (0.0045%*%*) (0.0045%%*%*) (0.0040%*%*)
LIQ 1.19¢-05 1.22e-05 1.19¢-05 1.2e-05
(0.0006**%*) (0.0004***) (0.0006***) (0.0005%**)
Obs. 3288 3288 3288 3288
Adj. R Square  0.778 0.780 0.779 0.771

p-value are denoted inside parentheses with significance of: *p<0.1; **<p<0.05;
#xkp<0.01

Table 3 also displays the results of testing the impact of COVID-19 pandemic and the effect of
work-from-home policy implementation towards the firms’ cash holding level. COVID-19 positive
cases affected the cash holding level negatively by —0.0056, which means for every 1% increase
in COVID-19 positive cases the firms’ cash holding level would decrease by 0.56% of its total
assets on significance level within 5%. The death cases due to COVID-19 had negative coefficient,
but it fell outside of the significance level and so did the work-from-home policy implementation.

7



These results show that both death cases due to COVID-19 pandemic and the implementation of
work-from-home policy did not putting negative effect on Indonesian non-financial firms’ cash
holding level, albeit giving an indication. The leverage on all models also had positive coefficient,
which would mean that the firms observed tended to follow pecking order theory rather than
trade-off theory.

4 CONCLUSION

This study aims at testing the determinants of corporate cash holdings in Indonesian non-financial
firms from Q1 2020 to Q2 2021. Based on the analysis result, it can be concluded that positive
COVID-19 cases had a significant negative effect on company cash holdings. In contrast, the death
cases due to COVID-19 pandemic and the implementation of work-from-home policy were not
proven to be variables affecting the cash holdings of the observed firms. Moving on to the firm
specific variables, the leverage, profitability, and liquidity had a positive impact on company cash
holdings. The result of this study partly confirms that the observed firms tended to follow pecking
order theory rather than trade-off theory in cash holding with precautionary motives.
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ABSTRACT: The emergence of the COVID-19 pandemic has triggered a wide range of responses
from the economics and business environment. According to the market data, there is a strong
negative correlation between the first positive case and death on the Large-Scale Social Restrictions
(PSBB) policy. Therefore, this study aims to determine how the Indonesian Sharia Stock Index
(ISSI) reacts to government policies implemented to reduce the virus’s spread rate and increase the
capital market. It also analyzes the t-test significance of the cumulative abnormal return of all ISSI
constituent before and during the pandemic. The findings reveal that every change in PSBB policy
impacts stock returns.

1 INTRODUCTION

The COVID-19 virus is a global pandemic first discovered in Wuhan, China, on December 1, 2019.
Due to the non-availability of vaccine, this virus spread rapidly across the globe, and on March 2,
2020, the first positive case occurred in Indonesia. This led to a significant market decline, with
the JCI falling to Rp. 3,937.63 within 18 trading days (Indonesia Stock Exchange 2020). Govern-
ments, investors, and issuers had various reactions to the pandemic, which led to a novel interplay
between events and capital market returns. In line with the preceding events, the government is
also contributing to the economic slowdown by enacting policies to reduce the number of transmis-
sions and positive cases of COVID-19. For instance, the Large-Scale Social Restrictions (PSBB)
policy has generated negative sentiments, which have impacted the performance of issuers’ shares.
This sentiment stems from investors’ belief that is implementing the PSBB policy, which requires
employees to work from home (WFH), will decrease the company’s performance.

Hayden and Hayden (2021) investigated the short-term market reaction of US and European
stocks at the beginning of the pandemic. They stated that market reaction was based on mone-
tary, fiscal policies, and death rates announced by the government in response to the pandemic.
Although the study’s findings indicate that fiscal policy announcements have a negative impact
on stock returns, monetary policy has the potential to calm the market. Meanwhile, firm-specific
characteristics, such as tangible assets, liquidity, and institutional ownership, amplify or dampen
this reaction

This study aims to determine the strategies utilized by the Indonesian Sharia Stock Index (ISSI)
to increase the rate in the capital market during the COVID-19 pandemic. The ISSI has limited
access to use liabilities as funding based on some special requirements, such as interest-based
debt compared to total assets of not more than 45%, the relationship between total interest and
other non-halal income as well as revenue and other income of not more than 10%. Therefore, by
examining this phenomenon, this study aims to determine the impact of the pandemic on ISSI,
beginning with the announcement of the first transmission case and ending with the tightening of
the DKI Jakarta PSBB policy.
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2 LITERATURE REVIEW

2.1 Market efficiency

Market efficiency is the point at which the market price of an asset traded on an exchange fully
reflects its entire information to investors. According to Fama (1970), the market is considered
efficient, supposing no one, including individual and institutional investors, is able to obtain
abnormal returns using existing trading tactics. It further stated that the efficient market hypothesis
is divided into three categories, namely, weak, semi-strong, and strongest forms.

2.2 Event study to test market efficiency

Event study commonly used for various events such as government policies, economic crises,
events that specifically affect securities, namely dividend policies or stock splits. Event studies
are commonly used to test the efficient market hypothesis. This is because abnormal returns were
discovered during the study period, forming the hypothesis. During the crisis period, these are
used specifically to measure associated impact or influence, such as economic conditions and the
performance of capital market securities. This is conducted because by using certain statistical
methods, this model tends to predict the techniques used by the security in responding to a specific
event.

2.3 The COVID-19 pandemic as a study of market efficiency event

The World Health Organization (WHO) declared the Coronavirus (COVID-19) outbreak a pandemic
onMarch 9, 2020. This virus has forced various countries to enforce regulations to prevent or contain
outbreaks, ranging from lockdowns to restrictions on large-scale economic activities to limiting all
citizens’ mobility. The Indonesian government was no exception as it specifically implemented a
Large-Scale Social Restriction (PSBB) policy. According to Minister of Health regulation number
PMK No. 9 0f 2020 concerning PSBB which is a movement limitation placed on certain activities
of residents in an area to prevent the possible spread of the virus.

In January 2021, the Indonesian Central Securities Depository (KSEI) released public statistical
data showing a significant increase in the number of capital market investors. The data indicated
that from 2018 to 2019, the number of investors increased from 1,619,372 to 2,484,354. However,
this 53.41% increase is still less than the figure from 2019 to the beginning of 2020. Even though
the outbreak was still ongoing at the end of 2020, the number of investors rose to 3,880,753. This
demonstrates that companies in the capital market are more popular than businesses in the real
sector, which are harmed by the PSBB policy. A PSBB period lasts for 14 days, and it is usually
terminated after it has been extended once or twice. A total of 3 PSBB regulations occurred in
2020, namely 10-23 April 2020, 4 June-2 July 2020, and 14-27 September 2020.

3 METHODS

A quantitative approach with the event study method was used to analyze the market reaction to
the PSBB policy. According to Mackinlay (1997), it has several stages, namely defining events,
analyzing the window, examining the selection criteria, performing abnormal return calculations,
determining hypothesis, and presenting empirical results.

Secondary data on the daily closing prices of individual constituent stocks, the ISSI, and Non-
ISSI from January 2019 to December 2020 were used to conduct this study. The ISSI constituent
individual data was used to calculate daily returns, which later became components of abnormal
return calculations. Furthermore, the JCI closing price data was used to calculate the expected
return, which is also a component in the calculation of abnormal returns. The dates considered as
Events are as follows: First Case (2 March 2020), First Death (11 March 2020), First PSBB (10-23
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April 2020), Transition PSBB (4 June-2 July 2020), and PSBB strengthening (14 September—27
September 2020). Based on the date in the table above, the range of 1 day before (t-1) and 10 days
after (t+10) was used to determine the event period of 12 days.

The first stage of this study is to examine shareholders’ reaction to the PSBB announcement
set by the government. This conducted a two-average difference test using a paired-sample t-
test by comparing the average abnormal return before and after the PSBB policy announcement.
Based on this method, abnormal returns are calculated through the stages in the event study as
follows: 1) calculate the actual return, 2) calculate the expected return, 3) calculate the abnormal
return, 3) determine the cumulative abnormal return, 4) determine the cross-sectional cumulative
average abnormal return, and 5) perform a t-test for the CAAR Hypothesis. In addition, At-test
was performed on the CAAR according to Brown and Warner (1985), as follows:

a. To determine standard deviation:

N
> (CAR(Ty, Ty) — CAAR(Ty T))? (M

i=1

1

0 CAAR = | —

(T1.T2) NN —d)

where 6 CAAR 11 12 = CAAR standard deviation, N = number of company, d = degree of

freedom, CARit = cumulative abnormal return i at time t, and CAAR= cumulative abnormal
return at time t.

b. To calculate standard of error: )
_ O’CAAR(TLTQ)

SE 2
N )
Where 6 CAAR 71 12y = CAAR standard deviation, N = Number of company
c¢. To calculate t-test: CAAR(T,.T)
1,42
T ross — T o 3
c = 3)

Where SE = Standard of Error, 6 CAAR 11,2y = CAAR standard deviation, CAAR= cumulative
abnormal return at time t

The null hypothesis indicates no abnormal return on the event, as opposed to the alternative
hypothesis. The implementation of the First, Transitional or Tightening DKI Jakarta PSBB policy
affects stock prices on the ISSI. The formulation of the hypothesis is described as follows: Hy:
CAAR=0orH, : CAAR #0.

4 RESULT

This result varies from study that uses non-Sharia-specific stock data because it uses policies
that contain information directly or indirectly beneficial to the capital market. Table 1 shows the
same results as the t-Test calculation on the ISSI CAAR. It also indicates that the ISSI and Non-
ISSI have a similar response to the announcement of the implementation of the PSBB policy. In
general, this study found a significant cumulative abnormal return in the announcement of the
PSBB implementation, both the First PSBB, Transition, and Tightening on the ISSIT and Non-ISSI
constituent. The first transmission instance and the first death become negative information or
news for the financial market. As a result, the market reacts badly. This study establishes that ISSI
stocks perform worse than non-ISSI stocks when transmitting negative capital market news.
Additionally, policy announcements containing information that can improve market conditions
generate positive abnormal returns, as evidenced by the CAAR chart, which crawls upward from
CAAR t-0. This situation demonstrates that the PSBB policy’s implementation can be considered
when making investment decisions. When viewed in greater detail, the impact of the first PSBB
generally reduces systematic risk, which is reflected in a lower expected return than the actual return,
resulting in positive abnormal returns on the days surrounding the first PSBB’s implementation.
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The Transitional PSBB exhibits the same behavior, despite the fact that its CAAR value is the high-
est. However, because information about the implementation of the PSBB tightening is considered
bad news for non-ISSI shares, while it is considered good news for ISSI shares, there are discrep-
ancies in the CAAR calculation results for ISSI and non-ISSI stocks where a positive CAAR is
found. On non-ISSI stocks, ISST and CAAR are negative. There are two possible outcomes, namely
positive abnormal returns during the pandemic due to the strong fundamentals of ISSI’s constituent
stocks or low-risk ISSI’s constituent stocks. As a result, the actual return is greater than the expected
return. When viewed collectively, however, ISSI stocks are more volatile than non-ISSI stocks. As
evidenced by the performance of ISSI shares, when the market is bearish, ISSI shares underperform
non-ISSI shares, but when the market is bullish, ISSI shares outperform non-ISSI shares.

5 CONCLUSION

In conclusion, the Indonesian capital market in 2020 was inefficient and semi-strong form. This
is determined by the calculation of abnormal returns in the observation period with a significant
CAAR for each observed event. This is in accordance with the efficient market hypothesis by Fama
(1991), namely abnormal returns that occur over a long period partly slow responses in absorbing
and interpreting information. Therefore, the market is considered inefficient in the semi-strong
form.

6 LIMITATIONS AND FUTURE RESEARCH RECOMMENDATION

Based on the research that has been conducted, there are several suggestions for additional research
that can be conducted. This study collected limited data on the ISSI Index in order to conduct a
cross-sectional analysis on the characteristics associated with the selected index. Then, this research
is limited to the announcement of the PSBB’s implementation, but it could be expanded to include
the implementation of other COVID-19-related policies.
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ABSTRACT: PT Pupuk Indonesia (Persero) has undertaken transformations in order to survive in
the business competition by providing services to the subsidiary companies to procure their goods and
services. These services provided are improvable by measuring customer’s satisfaction. Therefore, the
overall customer satisfaction is measured in this study by employing the method of Customer Satisfaction
Index (CSI) and Importance Performance Analysis (IPA). Furthermore, five broad dimensions of service
quality were used as the independent variables, namely tangibles, reliability, responsiveness, assurance,
and empathy. The results showed that the Customer Satisfaction Index (CSI) accounted for 72.30%
and the Importance Performance Analysis (IPA) showed that management needs more attention on the
improvement of speed of the procurement process to be more effective and efficient.

1 INTRODUCTION

Every company needs to adapt and transform in this Volatile, Uncertain, Complex, and Ambiguous
(VUCA) era, in order to manifest the changes required to move forward (Potsangbam 2017). Conse-
quently, PT Pupuk Indonesia (Persero) has undertaken transformations in the operational and economic
fields in a consistent manner, in order to increase the company’s profitability and sustainability. Since
2021, the company has formally established the centralization of holding functions within the Pupuk
Indonesia Group which is one of its business transformations plans to maintain sustainability. For
example, PT Pupuk Indonesia (Persero) provides service to PT Petrokimia Gresik which is one of
its subsidiaries to purchase some of its goods and services.

Generally, the measurement of customer satisfaction level is key for service providers or company to
identify and reform the subject that needs improvement (Sachdev & Verma 2004). This assessment helps
to evaluate the company performance, increase the efficiency process, as well as determine the strategies
to gain competitive advantages (Csikosova et al. 2018). Hence, the PT Pupuk Indonesia Group implement
the Quality Management System named ISO 9001:2015, in order to increase customer satisfaction.

This study measures the customer satisfaction of PT Pupuk Indonesia (Persero) in providing services
to its subsidiaries in order to improve the quality of services. The result will also provide suggestions
to the management for continuous improvement by using Importance Performance Analysis (IPA). The
graph presentation result of IPA provides data that are used as improvement strategy in business process
(Martilla & James 1977).

2 LITERATURE REVIEW

Satisfaction is described as costumer’s feelings of pleasure or disappointment resulting from comparing
a product or service’s perceived performance to expectations (Kotler & Keller 2016). Aritonang (2005)
explained this satisfaction as the result of customer perception after buying and consuming a product.
Desiyanti et al. (2018), also explained that it is significantly influenced by service quality. Therefore,
customer perception of service quality is an important key in determining satisfaction level, which con-
sists of five quality dimensions, namely tangibles, reliability, responsiveness, assurance, and empathy
(Parasuraman et al. 1988).

The customer satisfaction level is measured by using a method called Customer Satisfaction Index
(CSI) (Aritonang 2005). Through CSI, customer expectations and satisfaction are calculated by using a
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weighting system for attribute assessment (Staszkow 2013). The average value of satisfaction presented
by each attribute provides guidance of strengths and deficiencies (Hague & Hague 2021). The inter-
pretation of the CSI table is in accordance with the benchmark in table 1. Subsequently, the company’s
performance is also evaluated by the management using techniques that are of low cost and easy to
understand such as importance-performance analysis (IPA) (Martilla & James 1977).

Table 1. Customer satisfaction benchmark (Hague & Hague 2021).

No CSI Score Benchmark
1. 8 < score < 10 Excellent

. 7 > score <8 Quite satisfied
3. Score <7 Unsatisfied

3 METHODOLOGY

In this study, descriptive approach is used in order to determine the value of independent variables,
whether it is one or more variables without making comparisons, or connecting variables to one another
(Sugiyono 2016). Furthermore, customer satisfaction’s value towards the service of procurement from PT
Pupuk Indonesia (Persero) to its subsidiaries was described, which also provides input for management
strategies.

Based on the observation of the business process in the company, customer satisfaction is categorized
as the dependent variable. Meanwhile, the independent variables consist of five quality dimensions,
namely tangibility, reliability, responsiveness, assurance, and empathy.

The primary data were obtained through structured questionnaires given to the units at PT Petrokimia
Gresik, while the secondary data entails the history of the requested goods and services through cen-
tralized procurement. This questionnaire consists of 12 questions related to service quality and 1 open
question for recommendation. The answer is based on scale (scale response questions), by using the
Likert scale (1-5) technique. Furthermore, the result is used to conduct test validity and reliability, such
that when the the instruments are valid and reliable, the data are used to calculate CSI and plotting IPA’s
Graph. This technique is easily carried out because the validity test, reliability, and plotting IPA’s Graph
are processed in software IBM SPSS Statistic Version 26, 2019.

4 RESULTS AND DISCUSSION

The result of questionnaires is customer feedback, which is divided into two, namely the satisfaction
which describes customer’s acceptance and secondly the customer’s expectations. In early December
2021, a questionnaire was issued to 8 units of PT Petrokimia Gresik, who are involved in the procure-
ment of PT Pupuk Indonesia (Persero), and a total of 21 questionnaires were returned. However, one
respondent is not involved in the centralized procurement process, which implied that only 20 data
samples were processed.

Based on the outcome of SPSS software in table 2, the instruments tested has fulfilled the criteria of
validity, namely the value of Pearson Correlation > 0.4438, the correlation coefficient (r table) is at a
significant level of 5%, and the number of samples were 20 respondents. According to the result of the
reliability test, the Cronbach’s Alpha value = 0.957, and since it is above 0.9, it is regarded as excellent
(George & Mallery 2003), and indicates strong internal consistency among the 12 items.

Table 2. Pearson Correlation of validity test.

No Dimension Attribute Pearson C.

1. Reliability X1.1 The procurement is on time based on schedule 0.705

2. Reliability X1.2 Goods and Services are on specification 0.463
(Continued)
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Table 2. Continued.

No Dimension Attribute Pearson C.
3. Reliability X1.3 Goods and services prices are on Owner Estimate 0.767
4. Empathy X2.1 Personal attention to customer 0.906
5. Empathy X2.2 Understanding of customer needs 0.947
6. Responsiveness X3.1 Speed of response 0.901
7. Responsiveness X3.2 Speed of service 0.888
8. Tangible X4.1 Communication Facilities and tools 0.772
9. Tangible X4.2 Procurement Facilities and tools 0.829
10. Tangible X4.3 Procurement standards 0.885
11. Assurance X5.1 The process is safe and running well 0.922
12. Assurance X5.2 Service to customer is good and polite 0.884

The CSI value obtained is 72.30, which described that customer in the procurement process of PT
Pupuk Indonesia (Persero) are quite satisfied with the service performance. Meanwhile, for future
development, more attention is needed to improve the overall service quality, as shown in Table 3.

Table 3. The result of the Customer Satisfaction Index.

No Dimension Importance Weight  Satisfaction Weighted Score

1. Reliability 4.70 20.26% 3.58 0.7261

2. Empathy 4.63 19.94% 3.65 0.7278

3. Responsiveness 4.68 20.15% 3.73 0.7508

4.  Tangible 4.53 19.49% 3.62 0.7048

5. Assurance 4.68 20.15% 3.50 0.7054
Weighted average 3.6149
Customer Satisfaction Index 72.30%

The outcome of the importance-performance analysis (IPA) is shown in the IPA chart in Figure 1.
Meanwhile, the interest-performance graph consists of 4 quadrants that represent the performance value
according to the level of importance.

The first quadrant is the top priority, which represents the attributes that are considered as very
important by customers but are not implemented according to customer desires. Hence, the attributes
categorized under this quadrant include reliability X1.1: the procurement is on time based on schedule,
assurance X5.1: The process is safe and running well, tangible X4.3: procurement Standard, and empathy
X2.2: Staff understanding customer needs.

The second quadrant implied to keep up with good work which also shows the attributes are considered
important by customers, and the performance is rated high and needs to be maintained by the service
provider. This quadrant consisted of responsiveness X3.1: Speed of response and X3.2: Speed of services,
Assurance X5.2: the service to customer is good and polite, and reliability X1.2: goods and services are
on specification.

The third quadrant is low priority, which means the attributes are judged by customers to have less
performance and are also considered to have interests below average. The attribute in this quadrant is
tangible X4.2: the procurement facilities and tools.

The fourth quadrant is “possible overkill”, which indicates good performance but low importance.
There are 3 attributes in this quadrant, namely reliability X1.3: the goods and services prices are on Owner
Estimate (OE), Empathy X2.1: personal attention to the customer, and tangible X4.1: communication
facilities and tools.

Basically, the IPA facilitates the management with helpful guide and focus for developing business
strategies specifically in centralization procurement. For example, it helps to achieve speedy procurement
process by identifying and eliminating waste. Waste is any activity that takes unnecessary time, hence
its elimination promotes more productive process. Based on this, the procurement standard needs to be

15



efficient and run safely by observing the rules implemented. The management needs to also provide
training to its staff to improve knowledge and expertise regarding customer service and procurement.

Importance
g
®

340 380 380 400

Performace

Figure 1. The Importance Performance Graph.

5 CONCLUSION AND IMPLICATION

The Customer Satisfaction Index (CSI) value obtained is 72.30, which means the customers are quite
satisfied with the overall performance of PT Pupuk Indonesia (Persero). These results showed that
some of the measured service attributes have room for improvement of services and business processes.
Furthermore, this study highlighted that the most important issue of service quality, which is the speed
of procurement, is not on the schedule. Hence, the management needs to improve the overall process
speed, the procurement standards which affects the speed of the implementation, ensures the process
runs safely, and training of the staffs.

This study provides useful guide for PT Pupuk Indonesia (Persero) in understanding the key for
further improvement within the framework of the business transformation programs. The IPA’s graphical
presentation indicates the subjects that need more attention for improvement, as well as the ones that
should be maintained on the current level.
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ABSTRACT: This paper seeks to analyze the benefits of incentives that are most desired by
investors. This study focuses to find the most attractive incentive benefits and to propose an
efficient procedure in applying corporate income tax incentives. First, interviews were conducted
with experts to get their views on the benefits of tax incentives in Indonesia. Furthermore, a survey
was conducted on potential investors in manufacturing companies. An Analytic Hierarchy Process
(AHP) was conducted to determine which fiscal benefit incentives were the most attractive one for
investors. It was found out that corporate income tax exemption for a certain period was the most
attractive benefit for investors. Extension of tax loss carried forward is attractive to manufacturing
companies because it can be fully utilized at the beginning of the company’s operations. This study
contributes to providing an initial input regarding the formulation of well-targeted incentives.

1 INTRODUCTION

Based on 2019 OECD data on the FDI Regulatory Restrictiveness Index, Indonesia is one of the
countries that restrict FDI (Foreign Direct Investment). Several sectors such as agriculture, fisheries,
oil and gas, electricity, construction, hospitality, distribution, transportation, telecommunications
insurance. and other financial services are still closed to domestic investment. Further, based on
data from the Coordinating Ministry for Economic Affairs, within 10 years of the implementation
of the tax allowance facility from 2007 — 2017, there were 138 recipients of the facility. This
shows the low interest of investors in utilizing the tax allowance facility. Since the tax holiday
was implemented in 2011 until 2017, there were only five taxpayers who get the facility, with an
investment plan value of IDR 38.7 trillion and located in four provinces.

Tax incentive policy is a possible alternative to attract domestic investment(Surrey 1970). The
provision of tax incentives broadly has a good impact on the economies of Asian countries, although
there is no clear measurement of the contribution of incentives to the country’s economic growth
(Tanzi & Shome 1992).To compete with neighboring countries such as Vietnam, Thailand, and
Malaysia, the government must consider various incentive schemes that can attract investments.
In formulating policies, the government are recommended to choose the right scheme so that
investment increases with efficient state spending. This study is expected to provide information
about the most attractive benefits for investors. Therefore, the Government of Indonesia can choose
the most attractive incentive benefits for investors. In addition, the findings in this study can also
be used to enhance the existing facility schemes.

2 LITERATURE REVIEW

2.1 Tax incentives

Tax incentives can be defined either in statutory or effective terms. In statutory terms, it would
be a special tax provision granted to qualified investment projects that represents a statutorily
favorable deviation from a corresponding provision applicable to investment projects in general.
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This definition implies that any tax provision that applies to all investment projects does not
constitute as a tax incentive. In effective terms, a tax incentive would be a special tax provision
granted to qualified investment projects that have the effect of lowering the effective tax burden.
Under this definition, all tax incentives are, therefore, necessarily effective (Zee et al. 2002).

2.2 Tax incentive policy for investment in developing countries

The main approach is to adapt existing regulations to general taxation policies and international
norms supported by good macroeconomic conditions, legal certainty, and existing laws and regula-
tions to attract investment. Although the effectiveness of state spending on tax incentives cannot be
measured with certainty, policy arrangements must encourage transparency and reduce discretion
from the government in the incentive registration procedure. Tax incentive that provide for faster
recovery of investment costs (e.g. investment allowances/tax credits and accelerated depreciation)
tend to be more efficient than those that involve reducing CIT rate and CIT holidays (Zee et al. 2002).

2.3 Competition between countries to lower their effective average tax rate

Emerging countries in Asia tend to lower their effective average tax rate (EATR), while large
countries maintain their EATR at a certain level. Furthermore, countries in Asia provide tax holidays
to attract FDI. There has been interaction between countries in Asia related to EATR since 1990.
However, the results of the study show differences with the simple tax competition model, where
some countries increase their effective tax rates. In contrast, other countries tend to reduce their
effective tax rates (Suzuki 2014). In the regional competition to attract investment, the government
must be able to choose an effective and efficient incentive policy.

3 METHODS

This study employs combined methodologies consisting of AHP. Firstly, a hierarchical structure
was constructed using nine criteria identified through the literature review and taking opinions
from four experts. Table 1 and Table 2 present the operational definitions of the various criteria
for incentives benefit and improvement aspect on the application procedure. Further, AHP was
applied to determine the relative weights of criteria and the priority benefits of corporate income
tax incentives. Finally, the proposed incentive scheme was discussed with experts to crosscheck
the possibility of implementation of the policy.

Table 1. Tax incentives benefit and definition.

Criteria (benefit) Operational Definition

1. Tax exemption Reduction of income tax by 100% based on the amount of the investment (tax
holiday)

2. Tax allowance Reduction in net income by 30% (thirty percent) of the amount of the
investment in the form of tangible fixed assets

3. Accelerated depreciation Accelerated depreciation for fixed assets or amortization of intangible assets

4. Duration Duration of use of corporate income tax incentives

5. Withholding tax Tax withholding at 10% on dividends paid to foreign taxpayers other than a

permanent establishment in Indonesia, or lower rate based on double taxation
avoidance agreement (DTA)

6. Tax loss carried forward Tax loss carried forward for more than 5 (five) years up to a maximum of 10
(ten) years

7. Preferred tax rate Application of a lower than the normal tax rate

8. Double Deduction Deduction of net income greater than 100% on expenses for certain activities

9. Coverage of business fields Coverage of the breadth of business fields that receive income tax incentives
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Table 2. Improvement aspect on the application procedure.

Criteria Operational Definition

1. Application procedure Submission procedure that starts from the initial consultation stage
regarding incentives until the decision on the approval or rejection of
incentives

2. Application system Incentive registration system that refers to the Online Single Submission
(0SS)

3. Implementation of incentives Incentive implementation activities and tax audits regarding the com-

mencement of commercial production
4. Access to incentive information ~ Easiness for investors to obtain information and consult with the
government

In the decision-making process, management is faced with alternatives in solving problems.
Management is often faced with problems that are comprehensive and cannot be compared between
one option and another. AHP is a flexible and capable method in the decision-making process
either for determining priorities, comparing alternatives, and making the best decisions, taking
into account qualitative and quantitative aspects under certain conditions (Saaty 1990). The AHP
computed the weights of criteria and sub-criteria. The factors were pairwise compared using a
predefined scale (Saaty 1990). Further, the same scale was used to assign weights for ranking the
alternatives. After pairwise comparison among nine criteria, a (9 x 9) dimension matrix was formed
in which each component represented the weight of the criterion given by the respondent. Further,
the mathematical computation was carried out to establish the relative weight of the criteria.

4 RESULT AND DISCUSSION

Interviews were conducted with the experts to get comprehensive information related to the formu-
lation of policies related to the provision of corporate income tax incentives. Some of the findings
in the interview are: 1) The most attractive facility benefit was a reduction in tax payable up to
100%. This was due to the large tax holiday benefits that were easy to calculate and the ease
of application requirements for facilities; 2) The existing corporate income tax incentive benefit
scheme in Indonesia was still considered competitive compared to neighboring countries. In addi-
tion, the size of the Indonesian market was one of the main attractions for investing in Indonesia;
3) Various corrective steps had been taken by the Government of Indonesia in the policy of pro-
viding tax incentives, with a focus on simplification, certainty, and transparency of procedures; 4)
The existing tax regulatory structure in Indonesia allowed the addition of a new incentive benefit
scheme through Article 35 of the Income Tax Law.

Furthermore, the AHP method was carried out based on data from company respondents who
had the potential to receive income tax incentives. There were 12 company respondents consisting
of various companies that produced passenger cars, textiles, chemicals, and other products with a
workforce of between 100 and 800 workers.

Tax exemption (benefit 1) had the highest weighting of 32.09% indicating that this benefit
was the most attractive. This benefit was associated with a tax holiday facility where business
actors were exempted from the obligation to pay Corporate Income Tax for a certain period. Direct
reduction of tax payable was considered the most attractive because of the certainty of the amount
that could be calculated directly. The certainty of these benefits was attractive and made it easier
for business actors to conduct a feasibility study on the investment plan to be carried out. The tax
allowance benefit (benefit 2) was the next most attractive benefit based on investor perception that
had a weight of 20.03%. The calculation of these benefits was based on the assets invested so that
this benefit was attractive to the manufacturing industry that invested a lot in fixed assets such as
buildings and machinery.
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Table 3. Pairwise comparison matrix of aspects of improvement in the application

of incentives.

1 2 3 4 weight
1 1 7.33 7 73 58.46%
2 0.136 1 7.33 7.4 25.16%
3 0.131 0.133 1 7.6 12.52%
4 0.125 0.117 0.117 1 3.85%

In relation to the aspect of improvement in the tax incentive filing procedure, investors wanted
improvements to the incentive application process with a weight of 58.46%. Investors viewed that
improvements to the submission procedure would make incentives more attractive to investors. The
certainty of the decision and the number of incentives were the main factors in determining the
choice of the corporate income tax incentive benefits. The government periodically evaluated the
policy for providing corporate income tax incentives. The use of the OSS (Online Single Submis-
sion) also helped to ensure certainty and transparency in filing for investment and facility permits.

5 CONCLUSION, IMPLICATION, AND LIMITATION

Tax incentive policy is a possible alternative to attract domestic investment (Surrey 1970). The
provision of tax incentives has broadly a good impact on the economies of Asian countries, although
there is no clear measurement of the contribution of incentives to the country’s economic growth
(Tanzi & Shome 1992). This study aims at finding the most attractive incentive benefits and
proposing an efficient procedure in applying corporate income tax incentives. The results showed
that: 1) The government had provided incentive schemes that investors wanted. Tax exemption
benefit was the most attractive benefit with the highest weight of 32.09%; 2) Investors wanted
improvements in the incentive application process that could lead to the formulation of regulatory
improvements in the tax incentive application procedure; 3) An effective and efficient incentive
scheme could be started by improving the most attractive incentive scheme, which was related to the
benefits of tax exemption (tax holiday). The government could focus on evaluating and improving
policies for providing tax holiday facilities. Improvements could be made to the aspect of the scope
of the business sector by taking into account the purpose of the facility to encourage the growth of
the pioneer industry.

In this study, some limitations were found. Considering the need for coordination by several divi-
sions within the company to answer the questionnaire, this study was only conducted by involving
12 respondents. Further studies can consider the corporate income tax incentive benefit scheme in
the finished goods and semi-finished goods industry. The company’s position in the industry tree
can influence investors’ perceptions of the benefits of certain incentives. Despite its limitations, this
study can be useful to provide an initial input regarding the formulation of well-targeted incentives
and evaluating policies related to corporate tax incentives.
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ABSTRACT: Indonesia is entering the digital financial inclusion era where the public utilizes the
internet and digital platforms to have more resources. This condition attracts Indonesian millennials
to explore financial instruments, especially in the stock market. During the COVID-19 pandemic,
where the stock market price goes down, there is a unique phenomenon where the number of
individual investors, dominated by millennials, is increasing. This paper examines whether behav-
ioral bias occurs during the investment decision-making process. The main focus is examining
the overconfidence level of millennial investors in the investment decision-making process during
the pandemic. A quantitative research method is chosen to investigate the 114 valid respondents’
data collected using a Google Form questionnaire and then analyzed using partial least squares
structural equation modeling (PLS-SEM). Overconfidence is proved to have a significant effect on
the investment decision for millennial investors during the COVID-19 pandemic.

Keywords:  Overconfidence, investment decision, behavioral bias

1 INTRODUCTION

The new era of initiating financial inclusion in Indonesia has become a great bridge for the public to
get more information and access to economic and financial conditions. Referring to Aamo (2012)
regarding the focus of the Financial Action Task Force (FATF), financial inclusion is essential to be
implemented in a global network such as emerging markets, developing countries, and low capacity
countries where the unbanked people are still high, including Indonesia. The presence of financial
inclusion is supported by the condition where Indonesian people are getting familiar with using
technology, as the real form of digitalization. Nevertheless, while building the public interest in
investment, with the promising result, the COVID-19 pandemic outbreak happened at the beginning
0f 2020. The most suffering sector that is most visibly affected by the COVID-19 pandemic is the
economic sector. While Indonesia faces the stock prices falling, some Indonesian people take ben-
efits from this condition. KSEI (2021) records the growth of Single Investors Identification (SID)
in Indonesia steadily increasing during the COVID-19 pandemic and is dominated by millennials.

Markowitz (1952) explains that optimal portfolio investment consists of two focuses; how to
maximize the investment return and how to minimize the risk at a certain level. Referring to
prior researches, it is believed that behavioral biases happened and contributed to investment
decision-making by individual investors. This research is used to examine the effect given from
Overconfidence to Investment Decision.

2 LITERATURE STUDY

2.1 Behavioral finance

Behavioral finance has become one of the most popular subjects to be observed during pan-
demic situations. According to Bouteska and Regaieg (2020), there are two basic assumptions in
financial behavioral theory; the investors are not fully rational in avoiding risk and are influenced by
emotional conditions, as well as the limited effective arbitrage carried out by fully rational investors.
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Increasing Growth of Millennial Investors in
Indonesia during Pandemic

Figure 1. Increasing growth of millennial investors in Indonesia during pandemic.

2.2 Overconfidence

Bouteska and Regaieg (2020) stated that overconfidence is one of the behavioral biases that
describes how very confident the investor is with their knowledge and ability. They tend to obey
public information such as news because they think their knowledge is more than enough.

3 METHODOLOGY

3.1 Data source and sampling

The primary data is collected by using an interview process or questionnaire distribution. Data
sampling in this research is based on data gathered from distributing questionnaires to Indonesian
millennials by conducting sampling methods using non-probability sampling and purposive sam-
pling. The qualifications to be a respondent in this research are Indonesian millennial of 17-40
years old and has invested in the stock market during the COVID-19 pandemic. Data is collected
from 144 respondents, but only 114 respondents fit the sampling requirements.

3.2 Research hypothesis

Based on the independent variables and prior researches, the hypothesis of this research is for-
mulated. According to Mouna and Jarboui (2015), overconfidence occurs when an individual is
extending the erroneous sense of control, and believes that they can overestimate his capacities in
making the right decision. Thus:

H1: There is a significant positive relationship between overconfidence and investment decision-
making.

4 DATA COLLECTION AND ANALYSIS

4.1 Initial tests

Before conducting the structural equation modeling (SEM) analysis, the collected data has been
tested using reliability and validity tests to examine the properness of the data. It is shown that
the data from the questionnaire shows reliable and valid values, which means it can proceed to the
SEM calculation and analysis.
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4.2  Data collection

The Google Form questionnaire is distributed to respondents to collect the primary data of the
research. The number of respondents who filled the questionnaires is 144 respondents, but only 114
respondents fit the sampling requirements. The data consists of various respondents’ demographic
backgrounds based on their education, jobs, and experience in investment.

4.3 Data analysis

The main focus of this research is to investigate the investment behavioral bias related to overcon-
fidence. The SEM analysis is conducted to the qualified respondents’ responses to each observed
question. The influence of each independent variable on the dependent variable is also examined.

Table 1. SEM analysis result.

Original Sample Std T Stat P
Sample (O) Mean (M) Deviation (STDEV) (JO/STDEV)) Values

Overconfidence — 0.0183 0.209 0.087 2.107 0.036
Investment Decision

The result of the SEM analysis shows that overconfidence has a value less than 0.05. It means
overconfidence significantly affects investment decisions. Past studies proved that behavioral biases
did occur in the investment decision-making process by the investors, which supports the result
of this research. Based on the analysis, it seems that overconfidence influences the psychological
condition of investors during the decision-making process.

5 CONCLUSION

This research was conducted to observe a condition where behavioral bias may occur during the
investment decision-making process conducted by Indonesian millennial investors. The variable
tested is overconfidence, which is used to examine the investment decision as a dependent vari-
able. The Google Form questionnaire is utilized to collect data from qualified respondents, who are
Indonesian investors of 17-40 years old and have done investment during the COVID-19 pandemic.
By conducting the SEM analysis, it is shown that each independent variable has a significant effect
on the dependent variable with a value of less than 0.05. This indicates that there are indeed behav-
ioral biases that occur during the investment decision-making process conducted by Indonesian
millennial investors. Since this research faced several limitations, future research can add more
variables to be tested and extend the distribution area.
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ABSTRACT: Marketing is one of the problems that fortified salt businesses in Madura often face
in selling their products. It is known that Madura is one of the salt centers with the most extensive salt
production. However, some small businesses process raw salt into iodized salt in Madura. This study
aimed to determine the marketing strategies of fortified salt by small businesses in Madura. Next,
a marketing strategy for Madura fortified salt would be developed to compete in the market. This
study employed a qualitative approach. The results showed that most of the fortified salt businesses
in Madura still used direct marketing strategies. Based on the results, it was recommended that
salt businesses in Madura need to determine market segmentation, targeting, and positioning of
the products produced before deciding the marketing model. In addition, companies are required
to cooperate with third parties.

1 INTRODUCTION

Indonesia has extensive marine resources, both in terms of quantity and diversity. The marine
resources are vast in terms of amount, and one of Indonesia’s potential wealth is salt production.
Of the total national salt production, Madura is one of the salt centers with the most extensive
salt production. Most of the produced salt would be directly sold to intermediaries and then sent
to the processing plant. Very few tiny businesses process raw salt into salt for consumption in
Madura. Consumption salt is salt used for public consumption or processed into household salt and
dietary salt. Adding iodine to salt is called salt fortification. Iodine is a mineral element that is an
essential nutrient for the body. Iodine fortification of consumption salt aims to improve the quality
of Indonesian human resources.

It is known that marketing is one of the salt problems for the people and salt businesses in Madura.
One of the salt businesses in Pamekasan Regency explained that they have difficulty marketing
processed salt products (iodized salt) because they cannot compete with iodized salt produced by
large companies. Marketing is the overall system of business activities aimed at planning, pricing,
promoting, and distributing goods and services that satisfy the needs of existing and potential
buyers. Therefore, marketing is one of the most critical fields in a company. Marketing has three
functions: the exchange function, physical function, and facility function (Asmarantaka 2012).

From the above review, it was necessary to have a suitable marketing model so that fortified salt
in Madura could compete with the large companies’ products. The results of this research were
expected to provide a reference for salt businesses, especially fortified salt in Madura, to compete
in local, national, and even international markets.

2 LITERATURE REVIEW

Marketing is the overall system of business activities aimed at planning, pricing, promoting, and
stating that it can distinguish between social and managerial definitions of marketing (Dharmmesta
& Trawan 1990; Kotler & Keller 2011). The social definition describes the marketing’s role in
society; social marketing is the process in which individuals and groups obtain what they want by
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creating, offering, and freely exchanging products and services of value with others, distributing
goods and services that satisfy the needs of existing and potential buyers.

Fortification is an effort to add micronutrients such as vitamins and minerals into food to improve
the quality of nutrients beneficial for public health. Food fortification with micronutrients is one
of the main strategies that can be used to improve the micronutrient content of food (Allen et al.
2006). Several things must be considered in the food fortification process, including fortified food
ingredients that are safe for consumption and there is guarantee against possible side effects.

3 RESEARCH METHODS

This study employed a qualitative approach because it showed a detailed and in-depth description of
the conditions in the field. This study analyzed the marketing strategies of fortified salt in Madura.
Then, a marketing model for fortified salt would be developed. This study examined companies that
process raw salt into salt for consumption. The samples were obtained using the snowball sampling
technique. Data were collected by interview, observation, documentation, and triangulation.

4 RESULT AND DISCUSSION

Nine companies were selected as the object of this study. They were private and state-owned
Limited Liability Companies (PT), CV, individual companies (trading businesses), farmer groups,
and village-owned enterprises (BUMDes). Traditional and modern methods can be used to process
raw salt into salt for consumption (iodized). The traditional method to refine salt is by burning
the salt using a stove and wood. Meanwhile, the modern salt processing method used a refining
machine and an oven for combustion. The salt production capacity was more significant when using
machinery. Companies that traditionally processed salt produced an average of 100-200 kg of salt
a day. On the other hand, if they were using machinery, they could produce 20-35 tons per day.

One of the problems companies face in running a business is increasingly fierce competition.
The same is true for consumption salt processing companies. Consumption salt (iodized) tastes
like regular salt, namely salty. There is no difference in the taste of salt even though it is a different
trademark and produced by other companies. It was supported by the results of questionnaires
distributed through social media, where 86% of respondents stated that all salt had the same taste.
The remaining 14% of respondents said that not all salt had the same taste. Therefore, a company
should be positioned to get a special place in the minds of consumers.

A product or item usually has a brand when sold to the market. It was also true for salt because
there are so many brands of consumption salt (iodized). A brand is a name, term, symbol, design,
or a combination of these aspects, to identify goods and differentiate them from competitors.
The brand is one of the factors that can influence consumers when buying goods. Based on the
questionnaire distributed through social media, it was known that 63.3% of respondents stated that
the brand was not considered when purchasing salt, only 36.7% thought about the brand when
buying salt. In addition, consumption salt producers admitted that it was tough to compete with
old brands because they were already embedded in the consumers’ minds.

The results showed that several companies had more than one trademark, such as CV Media
Utama Group, PT Garam (Persero), and PT Garsindo Anugerah Sejahtera. All products were the
same; only the company differs in product design (packaging) adapted to the marketing area.
Therefore, it was known that product design needed to pay attention to the consumers’ character
in each region. One of the reasons companies had many trademarks was to reach a broader market
adapted to the nature of the consumers and the marketing area.

The company’s selling area for the produced salt was still primarily done in Madura. A Limited
Liability Company (PT) entered Indonesia’s market. There were marketing strategies used to market
their products directly or indirectly. Direct marketing is a strategy to promote products or services
that are shown to influence consumer actions (Mardiyanti, n.d.). For example, the marketing
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strategy for salt products was directly conducted through distributors in each region, personal
selling promotions, family assistance promotions, and employees/sales. Target consumers from
direct marketing strategies were neighbors, communities, friends, and food processing factories.
Indirect marketing is a strategy to promote a product or service that is shown to touch the thoughts
and feelings of consumers (Mardiyanti, n.d.). Indirect marketing strategies can be done using social
media and marketplaces. Companies with marketing strategies can be seen in Figure 1.

Marketing
|
[
v +
Direct Method Indirect Method
I Personal Social Media |<€+—
(Al, A2, A3, (AS. A6)
AS AT
Market Place |
—» Family (A6)
(A7)
Employee
I (A1, A2, A4,
Ab)
—» Distributor
(A8)

Figure 1.  Salt marketing strategy of each company.
Source: Data processed by researchers.

Description:

Al = BUMDES Bunder, Mutiara Saghara
A2 = PT Garam Sampang

A3 = UD. Barokah

A4 = CV Media Utama Groub

A5 = PT Sumber Rizki Barokah

A6 = CV ESPE KRISTAL BAHARI

A7 = UD. Barokah Jaya

A8 = PT Garsindo Anugerah Sejahtera

4.1 Development model for fortified salt marketing in Madura

The marketing strategy for fortified salt used by small businesses in Madura was direct marketing
assisted by families, friends, and employees. This would affect sales because the marketing area
was limited to Madura. The direct marketing strategy of large companies in the form of PT was
handed over to distributors in each region to sell their products to all areas throughout Indonesia.

Before choosing a marketing model, companies needed to determine market segmentation (based
on geography, demographics, behavior, psychographics, hobbies, and interests), assess target
consumers, and product positioning. It was also applied to salt marketing; initially, the company
should determine what salt would be produced, salt market segmentation, the target consumers,
and how the company built an image in the consumers’ minds.
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Salt market segmentation means that companies categorize heterogeneous markets into groups
with similarities in needs, wants, and behavior. Next, the company should divide the market and
map consumers according to their characteristics, lifestyle, and interests. This related to the salt
to be produced and sold to consumers based on Demographics, namely determining the consumer
groups based on age, gender, educational level, income level, occupation, and others; Geographic
is defining consumer groups based on their location; Psychographics is to assess consumer groups
based on interests and behavior. After selecting the market segment, the company needed to deter-
mine its target market, namely what kind of consumers and where the product would be sold,
such as in traditional markets, small stalls, minimarkets, supermarkets, et cetera. The next step is
to determine the positioning of the salt, namely through what and where the production process
would be conducted. Companies can cooperate or collaborate with third parties at the positioning
stage, such as restaurants, food companies, and others.

After determining the segmentation, targeting, and positioning, the company can evaluate the
marketing strategies. Technological advances are beneficial in the marketing process; companies
can use indirect marketing strategies through social media and marketplaces. This method can be
used as an option if the produced salt differs from that on the market. In addition, companies can
combine direct and indirect marketing strategies to reach a broader market. The Madura fortified
salt marketing model can be developed by collaborating with third parties and combining existing
marketing strategies.

5 CONCLUSION

Salt brands were not considered when buying salt, but consumers tended to choose salt that was
commonly used, so businesses should be able to create an image in the consumers’ minds. New
salt products should conduct specific marketing strategies to enter the market because the existing
brand was already attached to the consumers’ minds, namely by cooperating with companies to
become partners in marketing new salt. If the produced product is high-class salt, social media
should do the marketing. However, if the effect is the same as salt in general, it is better to use the
direct marketing method.
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ABSTRACT: The study aims at developing new knowledge to better understand the importance
of the utilitarian and hedonic dimensions of e-Service quality affecting consumer satisfaction and
trust in a local fashion brand official website, thus the customers will always have the intention
to visit, repurchase and recommend it to their relatives. The findings of this study indicate that
enjoyment, as the dimension carried, was proven to be valid and significant as a construct of
e-service quality. The results also show a significant positive effect of e-service quality on customer
satisfaction and customer trust. In addition, there was a significant positive effect of customer
satisfaction and customer trust on consumer loyalty. This study also proves a significant positive
effect of customer satisfaction and customer trust as a mediating role between e-service quality
and repurchase intention.

1 INTRODUCTION

The fashion industry in Indonesia continues to grow rapidly, so that it becomes one of the industries
that contributes to improving the country’s economy. The fashion industry in Indonesia is growing
because of the role of e-commerce. According to the Katadata Insight Center and Kredivo, fashion
and accessories products are the product category with the biggest number of transactions in
e-commerce in 2020. E-commerce also makes it easier for these local fashion brands to market their
products so that they are more widely known. This has also led to increasingly fierce competition
among fashion business players. Local fashion brands have the freedom to determine the type of
e-commerce used to sell their products. Many fashion brands choose a marketplace as a platform
to market their products. However, not a few fashion brands have taken steps to create an online
platform in the form of a website for doing business because all the design, catalog display, and
website features can be made according to the branding that the brand wants to build.

Going online, however, presents fashion brands with the responsibility and challenge of ensuring
that customers are as satisfied when shopping online as they are when shopping in a retail store.
A company must deliver superior service experiences to its customers so that they will repurchase
and be loyal to the company (Rita et al. 2019). To obtain high levels of customer satisfaction, high
service quality is needed, which often leads to favorable behavioral intentions. A website with good
system quality, information quality, and e-service quality is a key to success in e-commerce (Rita
et al. 2019).

Many researchers have studied the concept of e-service quality. However, most e-service quality
measures emphasize more towards its utilitarian qualities (Wolfinbarger & Gilly 2003). Bauer et
al. (2006) then stated that the construct of e-service quality is not complete without the hedonic
aspect, thus implying that ignoring the hedonic aspect of e-sq leads to a biased understanding
of the construct. They then, at that point, discovered the eTransQual scale. The discoveries from
their examination support the need to measure both aspects of e-service quality, as they found that
estimating only one was deficient in catching all parts of e-shopping behavior. To et al. (2007)
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found that hedonic motivation has a direct impact on intention to search and indirect impact on
intention to purchase. Therefore, the objectives of this study are as follow: (1) to test the hierarchical
model of e-service quality in a new specific product category, which is fashion products, and (2)
to investigates a mix of utilitarian and hedonic dimensions of electronic service quality (e-SQ) that
better predict customers’ behavior within Indonesian local fashion brand e-retailers.

2 LITERATURE REVIEWS

2.1 E-Service Quality

According to Wolfinbarger and Gilly (2003) cited in Blut et al. (2015), e-service quality is the
quality of service from the beginning to the end of the transaction, including information search,
website navigation, customer service interaction, ordering, delivery to customer satisfaction with
the ordered product. The quality of e-service quality can be measured by certain dimensions that
have been developed by previous studies. Rodriguez et al. (2020) stated that when utilitarian needs
have been met by business actors, understanding the hedonic value of customers can be a competitive
advantage for these business actors. In addition, it is crucial to understand the emotional impulses
of customers as part of their consumption behavior. Companies must pay attention to e-service
quality because it can relate to consumer satisfaction, where customer satisfaction can also affect
consumer loyalty (Pudjarti et al. 2019). Customer trust in online stores is also one of the factors that
determine whether to make a purchase or not (Rita et al. 2019). This is because there is no direct
face to face with retailers. Chang et al. (2013) suggested that the level of trust can be an obstacle
for people in adopting online shopping trends. Previous research revealed that service quality has
a direct positive influence on consumer trust (Rita et al. 2019). Hence, it is assumed that:

H1. The new mix of utilitarian and hedonic dimension are positively related to e-Service Quality
H2. Overall e-service quality has a positive association on customer satisfaction
H3. Overall e-service quality has a positive association on customer trust

2.2 Customer Satisfaction and Customer Trust

Customer satisfaction is the key to future repurchases (Rita et al. 2019). Customers who feel
satisfied with the products purchased and the services provided tend to make repurchases at the
same store (Javed & Wu 2020). In addition, repurchasing at the same store is also possible if
there is a high level of trust from the customers (Rita et al. 2019). According to Kumar and Ayodeji
(2021), a high level of customer satisfaction and trust will be directly proportional to the customer’s
intention to repurchase. Customers who feel satisfied with the services provided by online stores
also tend to make positive comments (Rita et al. 2019). Customers who trust online stores also
tend to recommend these stores to their closest relatives (Wu 2003). Therefore, customers must be
satisfied with their experience when shopping and trust the information provided by online stores
so that they can share their experiences with others. According to Rita et al. (2019), customers
tend to use their past experiences in decision-making for repetitive behavior. Customers who are
satisfied with their past shopping experiences are more likely to engage in repetitive behaviors such
as revisiting websites. Hence, it is assumed that:

H4a. Customer Satisfaction has a positive association on Repurchase Intention

H4b. Customer Satisfaction positively mediates the relationship between Overall ESQ and
Repurchase Intention

HS5a. Customer trust has a positive association on repurchase intention

HS5b. Customer trust positively mediates the relationship between Overall ESQ and Repurchase
Intention

H6. Customer Satisfaction has a positive association on Word of Mouth

H7. Customer Trust has a positive association on Word of Mouth

HS. Customer Satisfaction has a positive association on Site Revisit
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3 METHODS

The data was collected through the structured questionnaire online survey. The questionnaire
includes six constructs with their respective indicators, which were adapted from the items vali-
dated in prior studies. Measures for utilitarian and hedonic dimensions of e-service quality were
taken from Wolfinbarger and Gilly (2003) and Rodriguez et al. (2020). Measures for customer
satisfaction were taken from Fornell (1992) and Rita et al. (2019). Measures for customer trust
were taken from Gefen (2002), Lee and Turban (2001), Urban et al. (2009), and Rita et al. (2019).
Measures for repurchase intention and word of mouth were taken from Zeithaml et al. (1996) and
Rita et al. (2019). Measures for site revisit were taken from Gounaris et al. (2010) and Rita et
al. (2019). The criteria for participation in the study were that the respondents had to be a local
fashion brand customer and made shopping transactions through the brand’s official website at
least during the last 6 months. The respondents were asked to complete the main questionnaire for
a specific brand official website of their choice. This study employed partial least square (PLS)
path modelling as implemented in Smart PLS software to test the hypothesis.

From the total respondents of 201 respondents, 156 were female and 45 were male. The respon-
dents in our sample majorly belonged to the aged group of 21-25 years old. Most respondents were
college students (46,3%) and lived around Jabodetabek (62,7%).

4 RESULTS

4.1 Measurement Model Assessment

This study model employed multidimensional reflective first order and formative second-order
construct types. Hair et al. (2014) argued that testing the multidimensional reflective - formative
(type II) construct type research model is recommended to use a 2 (two) stage approach (the
two-stage approach). In this study, the embedded two-stage approach was employed.

In analyzing the outer model for reflective indicators, the result shows that all Cronbach’s Alpha
and Composite Reliability exceeded 0.7. Almost all loadings exceeded 0.7 or more, with 3 out of
36 indicators failing to reach the acceptable level. Average variance extracted (AVE) were deemed
acceptable, with values being larger than the minimum acceptable value of 0.5. The square root
of the AVE for all construct all exceeded the threshold of 0.5, with each being larger than the
inter-construct relations. In processing data with a 2 (two) stage approach or a two-stage approach,
the second stage began by using the value of the latent variable from each dimension to be used as
an indicator for measuring endogenous variables. The measurement model for the second stage was
only undergone for formative indicators. The result showed that all Variance Inflation Factor (VIF)
scores less than 5. The significance test was conducted by looking at the value of the outer weight.
The construct indicator is valid if the significance value is above 1.65 for the one-tailed test with a
significance level of 0.1. The results show that all indicators were significant to the construct. The
indicators of Customer Service, Enjoyment, Fulfillment, Website Design, and Security produced
values according to the desired standard so that they were proven to be constructs that form the
Overall E-Service Quality variable.

4.2 Structural Model Assessment

The measurement of the inner model was conducted by looking at the R-square value. Based on
the results, Customer Trust showed the number 0.751, which indicated the model belonged to
the strong criteria. Repurchase Intention, Customer Satisfaction and Word of Mouth are included
in the moderate model criteria. The Site Revisit variable was included in the weak model crite-
ria. Hypotheses were tested based on the level of significance in the path coefficient using the
bootstrapping technique. The test showed that all nine hypotheses were supported. All hypotheses
showed significant values with t-statistics values more than 1.65 with p-values below 0.05.
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5 CONCLUSION

E-service quality of local fashion brand websites is measured by five dimensions representing
utilitarian and hedonic values. Based on the study results, these five dimensions had a significant
effect on forming e-service quality constructs. Enjoyment as a proposed dimension to measure
e-service quality was also a significant determinant of e-service quality. In addition, e-service
quality was proven to affect customer satisfaction and customer trust significantly. Therefore, the
better the e-service quality provided by fashion businesses through the website, the higher the level
of customer satisfaction and user trust, which impacted customer loyalty.
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The influence of creativity and innovation on small and medium
enterprises’ (SMEs) performance during the COVID-19 pandemic:
A systematic review
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ABSTRACT: Small and medium enterprises (SMEs) are the most affected group of businesses
around the world during the COVID-19 pandemic, especially SMEs in developing countries. This
study aims to investigate how the current literature discusses creativity and innovation in SMEs’
performance, in the specific context of the COVID-19 pandemic. This study considered scientific
articles published in the Web of Sciences during 2012-2021 related to SMEs’ performance. It is
found that the current literature discussed how creativity and innovation influenced SMEs’ perfor-
mance during the COVID-19 pandemic. Besides, external factors such as government support is
also an important factor in SMEs’ performance. The study contributes to the literature by developing
a framework which involves the most current literature and provides a future research agenda.

1 INTRODUCTION

Small and medium-sized enterprises (SMEs) play an important role in the economy of many coun-
tries, including developing countries. However, business competition is becoming more competitive
and unpredictable (Christa dan Kristinae 2021). During the COVID-19 pandemic, it is crucial for
SMEs to have quality in their performance to survive and maintain their business. SMEs’ perfor-
mance quality depends on the quality of resources, which are expected to be more innovative and
creative (Faizal et al. 2018). Without innovation and creativity, business owners might experience
failure in the future (Elfahmi & Jatmika 2017). Moreover, creativity and innovation are the foun-
dation of an organization due to their vital role in sustaining the organization (Acar et al. 2019).
However, little is known about how creativity and innovation influence performance. Thus this
study aims to investigate how the current literature discusses creativity and innovation in SMEs’
performance, in the specific context of the COVID-19 pandemic.

2 THEORETICAL BACKGROUNDS

2.1 Creativity, Product Innovation and Business Performance

Creativity is any continuous human thoughts and physical efforts that are useful for human life
(Makmur & Thahier 2015). In another definition, creativity is the ability to develop new ideas
and discover new ways to capture problems and seize opportunities (Hery 2017; Suryana 2013).
Moreover, creativity can be divided into two categories: the ability to combine and make new
relations between existing aspects, data, and variables, and the ability to create new ideas or a
relatively new product that differs from the existing ones.

According to Hery (2017), innovation is the ability to apply creative solutions to problems
and the opportunity to improve or enrich one’s life. In comparison, product innovation is the
implementation of creative solutions to a product that can solve consumers’ problems. Meanwhile,
Myers and Marquis in Kotler (2016) stated that product innovation is a combination of various
processes that affect one another. Hanifawati and Listyaningrum (2021) argue that implementing
product innovation in business can increase sales trends to be one of the business performance
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indicators. Therefore, innovation is not a concept of a new idea, invention, or development of a
new market, but innovation itself is manifested in all these processes.

Marwansyah (2016) described performance as achievement or success attained by an individual
or organization regarding their responsibilities. Performance is strongly influenced by the individ-
ual’s ability, motivation, willpower, and expectations towards a person, group, or company (Suhardi
2014). Performance emphasizes the efficient use of current resources to achieve the desired goal.
According to Weerasiri et al. (2012), business performance also requires external support. The
external support can include the government’s role as a policymaker or other related institutions.
Lee et al. (2019) stated that generating creativity for new product innovation can be conducted
by utilizing internal resources, especially employees’ resistance towards change. Business owners
also need to create an entrepreneurial culture in the company since it has a positive effect on the
innovation performance of a company.

3 METHODS

The methodology employed in this study was a literature review. According to Sugiyono (2012), a
literature review is the study of theories, references, and other scientific documents in relation to
cultures, values, and norms that have developed in the observed social environment. In this study,
articles were searched using the keywords “Creativity,” “Innovation,” “Business Performance,”
“COVID-19 Pandemic,” and “Small Business.” Keywords searches were conducted using the
Boolean Logic Techniques (such as AND, OR). The articles were searched on the Web of Science
database and filtered by document type, specific period of 2012-2021, WoS categories, English
language, and the additional keyword of COVID-19 pandemic (see Figure 1).

4 RESULTS AND DISCUSSIONS

In the end, the study found 16 articles by using the keywords and filters. From 16 articles, 6 of
them are duplicates. The findings were discussed based on descriptive and thematic analysis. The
descriptive analysis described the characteristics of the article used, trends in the type of article,
countries of research, research models, and research methods applied. Thematic analysis briefly
described the previous studies used as the source.

By analyzing from the trend of publication year, since the COVID-19 pandemic in most countries
started at the beginning of 2020, it is plausible that the articles were published in 2021. The
countries involved in these studies were as follows: Indonesia (three articles), multiple countries,
Ghana, Vietnam, Saudi Arabia, Soth Korea, Israel, and Germany (subsequently, one article each).
Moreover, the search results show that a survey method was the most chosen methodology.

Khan et al. (2021) stated that employee diversity and organizational learning culture are essential
in bringing innovation to improve organizational performance. The results were in line with the
theory suggested by Lee et al. (2019), which stated that internal resources utilization, especially
employees’ resistance towards change, is vital to generate creativity for new product innovation.
In this case, business owners need to create an entrepreneurial culture in a company because it
positively affects innovation performance. This result is also supported by the study conducted by
Grozingeretal. (2021), which stated that organizational psychology positively affects the innovation
and creativity of SMEs in terms of business performance during an economic crisis.

The study conducted by Wibowo et al. (2021) reported that business performance during the
COVID-19 pandemic could also be influenced using a big data working system. In his study, big
data influences marketing performance and innovation skills. It turned out that these innovation
skills also affected marketing performance. Similarly, Hwang and Kim’s (2021) study showed that
the technical efficiency of SMEs has a significant role in the adoption of technology as one of the
innovation strategies. Technical efficiency with technology adoption has an average rate of over
26% compared to non-adoption.

Based on Hanifawati and Listyaningrum’s (2021) theory, the implementation of product inno-
vation in SMEs during the COVID-19 pandemic can improve sales trends as one of the business
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performance indicators. However, the SMEs still need to increase their promotion intensively to
obtain new target markets. In the effort to escalate promotions intensively, SMEs need to pur-
sue marketing performance that can be improved through the innovative and creative use of social
media (Amoah etal. 2021). Similarly, a study conducted by Syaifullah et al. (2021) stated that social
media marketing had a very positive impact on the performance of SMEs in developing countries
during the COVID-19 pandemic, especially in terms of increasing sales, customer relationships,
productivity, and creativity. In addition, to affecting sales, innovations conducted by a business can
also connect to the entrepreneurial orientation with SMEs’ performance (Nofiani et al. 2021).

During the COVID-19 pandemic, the key to long-term economic recovery in Saudi Arabia
depended on training, innovation, and adaptability to the new digital environment. Saudi Arabia’s
government was taking the initiative to cover salaries for small and medium business employers
during the COVID-19 pandemic to boost training activities in SMEs and improve their short- and
long-term efficiency. The policy would also prevent Saudi entrepreneurs from laying off half of their
staff (Raies & Ben Mimoun 2021). In his research, Harel (2021) also showed that policymakers
or governments should encourage programs that could help small businesses survive and improve
business stability in economic crises during the COVID-19 pandemic. Both studies were in line
with Weerasiri et al.’s (2012) theory that said SMEs performance can be improved by Government
support and the ability to transform challenges in business into opportunities.

In addition to the government or institutional support, external factors of business also recognize
the importance of community and other environmental factors. In the current COVID-19 pandemic
crisis, the government should consider business’ role in innovating and creating a breakthrough
in the new economic settings, especially in developing countries (Le Thanh et al. 2021). From
this proposed model, this study developed two relational and two situational propositions. The
first proposition (Pla) postulates that creativity directly influences SME performance and that
the COVID-19 pandemic moderates the relationship between two variables (P1b). The second
proposition (P2a) postulates that innovation directly influences SME performance, and similarly,
the COVID-19 pandemic moderates the relationship (P2b).

5 CONCLUSIONS

Based on the structured review, it is concluded that only a limited number of studies discussed
creativity and innovation in relation to SMEs’ performance during the COVID-19 pandemic. How-
ever, the studies found that creativity and innovation influenced SMEs’ performance during the
COVID-19 pandemic. With regards to the shift of consumer behavior, the creativity of SME owners
to create innovation to meet the current needs of the consumers is needed. Creativity and innova-
tion have an essential role in protecting SMEs from the impact of the economic crisis. However,
internal support is also crucial in creating a positive organizational attitude in adopting innovation
and creativity to improve SMEs’ performance during the crisis. Besides, external supports such as
governmental, institutional, and financial support are the keys to SMEs’ performance. This study
contributes to the development of knowledge about the influential factors in SMEs’ performance
during the COVID-19 pandemic. The study employed a structured literature review to propose a
relationship model between creativity, innovation, and SMEs’ performance, including the mediat-
ing role of the COVID-19 pandemic. Moreover, it is recommended that future research should test
the proposed model’s propositions by providing empirical evidence. Further improvement of the
proposed model is highly expected due to the limited number of articles discussing the influence
of creativity and innovation on SMEs’ performance during the COVID-19 pandemic.
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ABSTRACT: Employee relations was initiated as expansion of Industrial relations to form psy-
chological contract between workers and employers, and employee voice is considered as a form
of communication which has potential influence in managerial decisions. However, the tendency
of employees to use their voices depends heavily on employee’s trust in their environment and this
what is not achieved during the COVID-19 pandemic, where communication between leaders and
subordinates is not carried out properly. This research aims at examining the social media channels
utilized by employees to express their dissatisfaction with their workplace conditions and to deepen
the understanding of employees’ behavior on social media. This research attempts to contribute an
understanding of how and why employees used social media in their personal space and present
an overview of employees’ voices that were frequently expressed on social media, which might be
used by management to overcome problems that might rise in organizations.

1 INTRODUCTION

The COVID-19 pandemic has caused many organizations to implement changes in their opera-
tions to address their operating and economic challenges. The sudden increase in cases causes
organizations to accelerate digitalization changes in organizations, increase the use of temporary
and part-time employees compared to full-time employees, change the way they work for their
new product development, and change the concept of communication between management and
employees (Connley et al. 2020). As it occurs suddenly and unplanned, many events arise and
result in an uncertain and overwhelming feeling for employees, which affect their relationship to
the organization. The unsuccessful implementation of change in the organization can be caused by
this feeling of uncertainty indicated by negative feedback in the form of rejection to change and
the absence of employee engagement in the organization (Oreg et al. 2016).

In the business world, change is commonplace in which in the face of fierce market competition,
organizational change is the only way to survive and grow, along with uncertainty, challenges,
and stress (Daft & Steers 1986; Rafferty & Griffin 2006; Tang & Gao 2012). Resistance to orga-
nizational change from employees has been recognized as one of the important areas in change
management so that the success of management in directing the reactions of its employees becomes
an important HR function and one of the keys needed for organizational leaders in their involvement
to facilitate organizational change (Waddell & Sohal 1998). Studies have found that organiza-
tional communication is an effective way to manage employee resistance in the change process
(Frahm & Brown 2007), even though uncertainty and perceived unfairness by employees can
lead employees towards negative emotions, which include fear, anger, and frustration (Fugate
et al. 2002) which is unavoidable when the organization has to change due to the COVID-19
pandemic.
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2 LITERATURE REVIEW

2.1 Implication Work-from-Home on Employee s Wellbeing

Environmental changes, increased employee emotions, and the delivery of unstructured changes
cause the process of translating communication between employees and their superiors to run as
expected. In working from home conditions or working conditions in the COVID-19 pandemic,
workers have to encounter the main problem, namely the increasingly unclear boundaries between
work and personal life (Toniolo-Barrios & Pitt 2021), including the lack of ability to limit working
hours, difficulty in collaborating and communicating with co-workers, and lack of motivation. In
addition, employees who had small children found it difficult limiting their space in working and
taking care of children, especially when the children were also studying from home. Meanwhile,
some reported Zoom Fatigue, a phenomenon of emotional and physical exhaustion caused by video
conferences/meetings (Fosslien & Duffy 2020; Toniolo-Barrios & Pitt 2021), and working from
home can be effectively considered as full-time work if the main obstacles are avoided, namely
never separated from a laptop/notebook. The work process famously referred to as work-from-home
(WFH) led superiors to assume that employees did not work optimally and work hours became
blurry. This is because, in the context of Indonesian, there was minimum workers’ protection, such
as no restrictions of time an employee could be contacted within 24 hours. On the other hand,
the process of working remotely caused employees to not be able to show or discuss the work
problems they faced and had several considerations why work was not optimal when done at home,
including the splitting of concentration at work by things at home and also limitations, work tools,
and coordination in completing tasks.

2.2 Social Media on Employees

When employees are young and familiar with the internet, yet unfamiliar with conveying their voice
through representatives (e.g., in the forms of a trade union), they will view social media as a form of
employees’ channel to communicate their voices. Through the ability to utilize the internet and the
use of their social media, and facilitated by the existence of social media accounts that humorously
present their problems, it is considered as a form of escape and diversion from stress for these
employees, namely online comics through Instagram accounts considered voice their anxieties in
the work environment they face. The presence of social media, especially Instagram presenting
accounts that voice employees, what they feel at that time, is a way for employees to express their
feelings. With these various social media accounts, many types of voice aspirations are conveyed
to the public. In addition to being felt exclusively by themselves or their organization, employees
may find the same feelings experienced by other employees in other organizations. This indicates
that the pressure or problems that arise can occur in any organization.

3 METHOD

Using a qualitative narrative descriptive approach, this research focuses on understanding how
employees made sense of their work experience during COVID-19, focusing on two Instagram
accounts: The Pentols and HRD Bacot.

Instagram’s The Pentols and HRD Bacot accounts had a significant number of followers, which
justified their choice as the main material in this research to explore employee voice on Instagram
social media. However, there were quite fundamental differences in their posts, where The Pentols
expressed the voices from the employee levels whose positions were not specified, while HRD
Bacot conveyed the voices from the employees who worked in the Human Resources division of
their organization. Both expressed the personal experience and things they heard or received at
work. With slightly different points of view, they would enrich the understanding of the employee
voice on social media.
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With followers more than 10,000 followers, a total of 359 posts, and 470,906 numbers of likes,
The Pentols and HRD Bacot Instagram account, as the subject of this research, provided huge
unrevealed and unpolished information about employees’ voices that can be extracted, as follows:

|THE PENTOLS & HRD BACOT]
|

| POSTINGS / PICS |

| caprions/worDs |

EMPLOYEE VOICE

RELATIONSHIP PERSONAL
WITH PEERS FEELING

Figure 1. The data distribution method.

PERSONAL INTERACTIONS
WITH FOLLOWERS

RELATIONSHIP
WITH SUPERIORS

4 DISCUSSIONS

This research found fundamental problems raised by these accounts, that described the working
condition which received a high level of engagement from their followers. These conditions were
also found in previous research involving workers during the COVID-19 pandemic. Conditions such
as feelings of burnout for employees, a toxic work environment and co-workers, communication that
was considered lacking between employees and their superiors, and the lack of rules and policies
that supported workers in working safely and comfortably were the things that were voiced in the
account. By understanding these conditions in depth, the employee voice was more meaningful
and became the key to improving conditions in the organization and improving employees’ welfare.
These conditions are described further in the discussion below.

In the face of a pandemic, employees were prone to experiencing burnout at work, which was
exacerbated by toxic conditions at work possibly caused by their superiors, subordinates, and
colleagues. In some cases, employees were also confused by this condition especially created
by their superiors. This affected new boundaries in getting the job done. It was found that the
employee’s superiors asked them to work more than working hours with the assumption that they
worked at home and could work in more relaxed manner, or they did not need to spend more time
commuting. Online meetings outside of working hours or on holidays were something that they
employees complained about as a trigger for burnout conditions within them. They could not avoid
this condition or comment on it due to no available channels for complaining.

5 CONCLUSIONS

The use of Instagram social media for the employee voice, which was discussed in this research,
attempted to bridge the communication problems that arose in the COVID-19 pandemic, especially
when changes occurred and an effective employee relations condition was unavailable in such
companies. In addition, it was evident by the management and all levels of the organization’s
unpreparedness to anticipate the problem. For example, the availability of employee voice channels
for day-to-day operations should be prepared by management. Meanwhile, the pressure felt by
employees was also high, so that the existence of accounts such as The Pentols and HRD Bacot
became an estuary to vent the work pressures felt at work and as a signal for some companies to
provide better employee relations to accommodate the needs of their employees.
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ABSTRACT: Cryptocurrencies are rising in importance as an investment option and alterna-
tive currency. Thus, investors are keen on finding timely market movement insights. One such
source is Twitter due to its live feed of information on cryptocurrencies and emotional informa-
tion from investors expressing their sentiments. This article examines the extent to which Twitter
sentiments can be used to predict price and transaction volume changes for the nine largest cryp-
tocurrencies for the period of June 2021 to September 2021. This study was conducted using
a lexicon-based approach through the VADER algorithm for sentiment analysis, while applying
the Granger causality method to analyze the two-way predictive capabilities of each cryptocur-
rency’s sentiments toward their respective price and transaction volume changes. Past studies have
shown that sentiment analysis may work for several cryptocurrencies, while this study only found
predictive capabilities in transaction volume changes and not in price movement.

1 INTRODUCTION

Cryptocurrencies are digital currencies that utilize blockchain technology (Nakamoto 2008). There
are numerous coins available in the market with the largest one being Bitcoin (CoinMarketCap
2021). Due to its fairly young age, the cryptocurrency market lacks regulation to govern it (Alexan-
der & Heck 2020). Lack of regulation, news, and information found on social media is considered
the main cause of volatility in the cryptocurrency market (Mai et al. 2018).

A social media platform most commonly used by the investors is Twitter due to its rapid nature
and emphasis on the microblogs dissemination, or tweets, which can capture investors’ fleeting
sentiments (Kraaijeveld & De Smedt 2020). Coincidentally, previous research has discussed the
usage of Twitter, specifically from sentiments found in users’ tweets, to be a method of prediction
in the stock market (Bollen et al. 2011; Kraaijeveld & De Smedt 2020; Li et al. 2018).

2 LITERATURE REVIEW

Past studies have explored the usage of algorithms to determine sentiments found in texts. Hutto
and Gilbert (2014) tested several sentiment analysis algorithms on social media and found that the
best algorithm for sentiment analysis in social media is the VADER algorithm. Unlike other similar
lexicon-based algorithms, VADER was created specifically with social media in mind.

A similar study investigating Twitter sentiments using VADER and its effect on the cryptocur-
rency market was conducted by Kraaijeveld and De Smedt (2020), but it used data from 2018.
At the time, the cryptocurrency market capitalization was USD 813 Bn, while the market cap in
mid-2021 was USD 1,493 Bn (CoinMarketCap 2021). The significant increase in capital flow into
the cryptocurrency market can be credited to its rising popularity among retail investors, but more
importantly, institutional investors have started adding cryptocurrencies into their balance sheets as
early as 2019 (Sun et al. 2021). The entry of institutional investors into the cryptocurrency market
and the corresponding increase in market size indicate the market has a vastly different landscape

40 DOI 10.1201/9781003295952-11


http://www.taylorfrancis.com

today than in 2018. Hence, this necessitates an updated study on Twitter sentiment analysis for
investors in the cryptocurrency market.

Based on the aforementioned introduction, there are two objectives to this study, i.e., firstly, itis to
investigate whether Twitter sentiments can predict price and transaction volume changes. Secondly,
to investigate whether price and transaction volume changes can predict Twitter sentiments.

3 METHODOLOGY

This study was conducted using daily data from 1st June 2021 until 30th September 30th, 2021.
During the study period, up to 1,000 tweets mentioning the nine largest cryptocurrency tokens by
market capitalizationwere collected. Daily prices and the trading volume for each cryptocurrency
were collected from CoinMarketCap, a platform for financial information regarding cryptocur-
rencies. The list of tokens used in this study were Bitcoin (BTC), Ethereum (ETH), Binance Coin
(BNB), Cardano (ADA), Dogecoin (DOGE), Ripple (XRP), Polkadot (DOT), Uniswap (UNI), and
Chainlink (LINK).

In order to make the tweets suitable for use with the VADER algorithm, each raw tweet data
obtained was cleaned to remove retweets, hyperlinks, mentions, hashtags, and other symbols.
Tweets with terms such as “giveaways” and “giving” were also removed because a previous study
by Kraaijeveld and De Smedt (2020) mentioned that cryptocurrency-related tweets generally have
a number of bot-made tweets in them, using those exact terms.

Afterward, the cleaned tweet data was fed into the VADER algorithm to measure their polarity
and compound score. The tweet was categorized as positive if the compound score was over 0,
negative if the compound score was under 0, or neutral if the compound score was 0. The price and
transaction volume changes were calculated using a simple return formula.

Three methods were employed for further analysis. First, the Augmented Dickey-Fuller (ADF)
test was used to determine the stationarity of the time-series data used in this research. (Dickey
& Fuller 1979). Second, the Johansen Cointegration test was employed to determine if the time-
series used in this research were cointegrated, showing whether there exists a long-term connection
between them (Johansen 1988). Lastly, the Granger causality was utilized to see a two-way rela-
tionship between two variables, showing whether a certain factor was capable of predicting another
factor, or vice versa (Engle & Granger 1987).

4 ANALYSIS AND DISCUSSION

Table 1 shows the result of the raw data collection and cleaning. “Before” and “After” columns
indicate the total number of tweets obtained before and after the data cleaning. The differences are
assumed to be due to bot-made tweets, in accordance with the previous study (Kraaijeveld & De
Smedt 2020). Overall, 786,819 usable tweets were obtained for further analysis.

Table 1. Descriptive analytics summary.

Token Before After Changes Changes %
ADA 114,876 104,574 10,302 8.97%
BNB 121,670 97,365 24,305 19.98%
BTC 120,486 108,888 11,598 9.63%
DOGE 121,000 103,973 17,027 14.07%
DOT 51,076 50,605 471 0.92%
ETH 121,450 96,756 24,694 20.33%
LINK 119,854 64,534 55,320 46.16%
UNI 46,754 44,372 2,382 5.09%
XRP 119,130 115,752 3,378 2.84%
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Table 2 shows the results of the ADF and the Johansen Cointegration test. If the ADF statistic
was lower than the critical value, the conclusion was that the time-series was stationary. As seen
in Table 2, all sentiments were stationary. Next, the Johansen Cointegration test was done using
the time-series of daily sentiments, price changes, and transaction volume changes. The results
suggested that ADA, BNB, DOT, LINK, and UNI might have long-term relationships with one
of the other time-series. Meanwhile, the rest of the tokens did not have long-term or short-term
relationships with their price and transaction volume changes.

Table 2. ADF and Johansen Cointegration test summary.

ADF Critical Hypothesized Number Number of
Token Stat Value (5%) Cointegration Equation Cointegration
ADA —7.520970x% —2.885450 None*, At most 1, At most 2 1
BNB —5.554652% —2.885654 None*, At most 1, At most 2* 1
BTC —8.357328x —2.885450 None*, At most 1*, At most 2* 3
DOGE —9.243754x% —2.885450 None, At most 1, At most 2* 0
DOT —4.938653% —2.885450 None*, At most 1, At most 2 1
ETH —9.880896x% —2.885450 None*, At most 1*, At most 2* 3
LINK —7.265064x% —2.885450 None*, At most 1, At most 2* 1
UNI —5.017657% —2.885654 None*, At most 1, At most 2* 1
XRP —9.318135x% —2.885450 None*, At most 1*, At most 2* 3

*Significant at a 95% confidence interval

Lastly, Table 3 shows the results of the Granger causality method, which investigates the predic-
tive relationship between two variables. The three variables used were sentiment (St), price (Pt),
and volume (Vt). Each of them was tested using the Granger causality test at a 1 to 5-period lag. As
presented in Table 3, there was not a causal or predictive relationship between price and sentiment
or sentiment and price in all cryptocurrencies. Simultaneously, there might be a causal or predictive
relationship between sentiment and volume in ADA, BTC, DOGE, DOT, and XRP.

Table 3. Granger causality test summary.

Token Pt -> St St -> Pt Vt-> St St ->Vt
ADA No No Yes, lag (5) No

BNB No No No No

BTC No No No Yes, lag (5)
DOGE No No Yes, lag (1-5) Yes, lag (2)
DOT No No No Yes, lag (4-5)
ETH No No No No

LINK No No No No

UNI No No No No

XRP No No No Yes, lag (3—4)

5 CONCLUSION

In conclusion, the results of the study do not show any significant relationships between Twitter
sentiments and price changes. However, a significant result was observed in the predictive capability
of sentiment to predict transaction volume changes for BTC, DOGE, DOT, and XRP. Conversely,
the results indicate that volume changes have the capabilities of predicting sentiment changes for
ADA and DOGE.

These results differ from the previous study on Twitter sentiment analysis and the cryptocurrency
market. The discrepancy could be caused by the different market conditions, indicating that retail
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investors in Twitter no longer have significant influence over price changes in the cryptocurrency
market. Furthermore, this could be due to the significant presence of institutional investors, who
can be regarded as more rational than retail investors, as they tend to hold their investment positions
despite the price and volume fluctuations (Sun et al. 2021).

The results of this study might benefit traders and institutional investors for research focused
on the latest analysis of trading strategies using Twitter sentiment analysis. Future research might
benefit from implementing supervised machine learning to enhance predictive capabilities for more
advanced trading strategies.
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ABSTRACT: Online Food Delivery Services (OFDS) platform is growing rapidly in Indonesia.
However, when compared to neighboring countries such as Malaysia, OFDS user penetration in
Indonesia is very minimal even though the level of user consumption is high. This shows a great
opportunity for restaurants and platform managers to continue to develop OFDS, especially by
understanding OFDS users better. Research related to OFDS in Indonesia has begun to emerge,
but research focusing on product presentation (i.e., visual presentation or relevant information of
products) is still rare. The present study is interested in social presence as a product presentation
variable. This study uses both experimental design and Structural Evaluation Modeling (SEM).
Experimental design is used because of the nature of product presentation variables which can be
directly observed and manipulated. SEM is used to complement the research model by finding a
relationship between product evaluation and purchase intention. A questionnaire was distributed
to 240 Indonesian respondents who have used the OFDS application. The result from Analysis of
Variance (ANOVA) shows that social presence affects product evaluation negatively (p = 0.047).
Furthermore, product attitude (8 =0.94, p = 0.002) and restaurant trust (3 =0.33, p = 0.048)
variables shows a significant positive effects toward purchase intention. Further discussions and
limitations are also discussed.

1 INTRODUCTION

In Indonesia, OFDS income reaches 0.077% of the total value of Indonesia’s Gross Domestic
Product (GDP). When compared to neighboring countries such as Malaysia, this percentage is not
too different, the percentage of Malaysia’s OFDS income compared to its GDP is 0.085% (The
World Bank 2019). Even so, the level of user penetration from the two countries is quite different.
Malaysia achieved user penetration of 24.8% while Indonesia was only 6.5% in 2020 (Statista
Digital Market Outlook 2020). This indicates that although Indonesians are quite consumptive of
food products on OFDS when compared to Malaysia, the coverage of OFDS users in Indonesia is
still very small. Therefore, the level of food consumption and the lack of maximum user penetration
on OFDS is an opportunity for restaurant partners and the OFDS platform to continue to develop
their products and platforms. It has been found previously that social presence is closely related to
one’s psychological connection, where the connection or warmth one feels towards a medium can
come from a sense of contact with other humans, friendliness, and sensitivity (Yoo & Alavi 2001;
Steinfield 1986; Rice & Case 1983). On digital platforms such as OFDS, this warmth is difficult to
create and creating a social presence can play a role in forming customer connections to products
and restaurants. Therefore, the product presentation factors that are the focus of this research is
social presence. What’s more, attitude and trust will then be seen to influence purchase intention
using SEM with the aim of confirming the relationship between latent variables.
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2 LITERATURE REVIEW

Social presence is defined by various researchers differently for different scientific contexts. These
definitions focus on how an individual can feel the presence of another person or human figure
when they interact with a communication medium or a digital platform. Of course, related to this
study, social presence is also a factor that is often investigated in the world of online shopping. (Lu
et al. 2016) found that social presence has a strong and significant direct effect on trust in sellers,
where trust in sellers mediates the relationship to purchase intention in the case of an e-commerce
in China. In this study, the relationship of social presence with attitude and trust which is a product
evaluation factor, especially in the OFDS context, is also the main question in this study. The
negative influence of social presence has also been found by several studies (Liew et al. 2017; Gao
et al. 2021). Therefore, the following hypotheses are proposed:

H1: There is a significant difference in product attitude between respondents who received high
social presence and low social presence experimental treatment.

H2: There is a significant difference in brand trust between respondents who received high social
presence experimental treatment and low social presence.

This study is also interested in positioning attitude as an antecedent variable for a consequence
variable that is also very important, which has been discussed previously: purchase intention.
Referring to the logic of this relationship and supported by various studies that have found a
positive relationship between attitude and trust towards purchase intention (Chu & Chen 2019;
Delafrooz et al. 2011; Hebbar et al. 2020; Hong & Cha 2013; Kim & Chung 2011; Ling et al.
2010; Lu et al. 2016; Nguyen et al. 2019; Tandon et al. 2021), the final hypotheses are proposed:

H3: Consumer attitudes towards food products on OFDS have a positive effect on purchase
intentions
H4: Consumer trust towards restaurant partners on OFDS has a positive effect on purchase
intention.

3 METHODOLOGY

The previously proposed hypotheses will then be tested using the Analysis of Variance (ANOVA)
and Structural Equation Modeling (SEM) methods. This study examines the effect of, social pres-
ence on product presentation in the OFDS application on product attitude, brand trust. In addition,
the relationship between product attitude and brand trust on the purchase intention of OFDS appli-
cation users is also a question in this study, for these two relationships, the SEM approach is used.

4 RESULTS

4.1 Analysis of variance

Analysis of variance (ANOVA) is a statistical analysis technique of two or more groups of a
population in the study. In this study, ANOVA will be used to identify the effect of social presence
on product presentation in the OFDS application on product attitude and brand trust.

Table 1. ANOVA.

Hypothesis Manipulated Variable Mean” Mean® A Mean F Sig.
H1 Social Presence — Attitude 4.019 3.832 —0.188 4.048 0.045
H2 Social Presence — Trust 3.911 3.810 -0.101 1.081 0.299

a = Similar/Low/Without; b = Different/High/With; * = Significant relationship/ Hypothesis Accepted
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Based on Table 1. it can be concluded the results of hypothesis testing in this study.

Based on the results of the ANOVA test regarding the relationship between the product attitude
variable and the experimental social presence variable with low and high levels of treatment, the
mean value was 4.019 for the low level of social presence treatment and 3.832 for the high level
of social presence treatment. While the calculated F value is 4.048 and significant at 0.045. This
means that differences in the level of social presence in product presentation affect user evaluations
of products on OFDS. So it can be concluded that first hypothesis is accepted.

Based on the results of the ANOVA test regarding the relationship between the brand trust
variable and the experimental variable social presence with low and high levels of treatment, the
mean value was 4.911 for the low level of social presence treatment and 3.810 for the high level
of social presence treatment. While the calculated F value is 1.081 and is significant at 0.299.
This means that differences in the level of social presence in product presentation do not affect
user evaluations of restaurant partners in OFDS. So it can be concluded that second hypothesis is
rejected.

4.2  Structural equation modeling

In the structural model, a goodness-of-fit test is needed to test the validity by checking the suitability
of the data obtained. According to Malhotra, (2006), a model can be said to be fit if it has met
at least 1 absolute goodness-of-fit, 1 absolute badness-of-fit, 1 incremental fit indices, and 1
parsimony fit indices. In this study, three indices were found in absolute fit indices that exceeded
the cut-off value, namely CMIN of 4.050, GFI of 0.808, and RMSEA of 0.113. In incremental fit
indices, all indices (NFI, CLI, TLI) have met the cut-off value of more than 0.80. Meanwhile, in
the Parsimonous Normal Fit Index, the two indices, namely PNFI and GNFI, also have values that
exceed the cut-off, which is more than 0.60. The results of hypothesis testing are shown in Table 1.
In Table 2, the positive correlation between the two relationships can be seen. Product attitude
has a positive correlation with purchase intention with an estimate value of 0.733 and brand trust
has a positive correlation with purchase intention with an estimate value of 0.338. Therefore, both
hypotheses were declared accepted. The value of the Squared Multiple Correlation of purchase
intention in this study is 67.5%, which means the model is able to describe 67.5% of the total
customer intention to order food through OFDS.

Table 2. SEM.

Hypothesis  Path Standarized Coefficient ~ P-Value  Results
H4 Product Attitude — Purchase Intention ~ 0.733 HEE Accepted
H5 Brand Trust — Purchase Intention 0.338 ok Accepted
*** =< 0.001

5 CONCLUSION

Based on testing using ANOVA, the test results show a significant difference in product attitude
for different levels of treatment from the social presence variable. Thus, hypothesis 1 is accepted.
Supported hypothesis 1 means that according to previous studies, product presentation factors
such as social presence have an influence on product evaluation or product attitude. However, in
contrast to some previous studies, the relationship between social presence on product attitude is
a negative relationship. This means that product photos that contain humans will result in a lower
product attitude. In contrast to the results of the ANOVA test in the first hypothesis, the second
hypothesis is rejected. Social presence does not have a significant influence on the evaluation of
partners or brand trust. The squared multiple correlation value of purchase intention also shows a
high value, which is 67.5%. This means that the SEM model in this study can describe 67.5% of the
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variance of purchase intention, indicating that attitude and trust are two very important variables
when they want to increase the purchase intention of OFDS users. However, based on the results of
ANOVA analysis for the first and second hypotheses, brand trust is not affected by social presence.
Therefore, in this study, only product attitude is the mediator of the relationship between product
presentation and purchase.
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ABSTRACT: Sugar-sweetened beverages (SSB) in cans and PET bottles are commonly sold in
convenience stores. The beverage vessel protects the product while making it easy to use. On
another side, the increasing trend of healthy lifestyles made SSB manufacturers adapt the portion
size and sugar labeling of their products. Although consumers believe knowing the sugar content of
the product is important, only some people believe that attribute on the packaging. The consumer
attitude who believes in nutritional information is predicted to have greater purchase intention. This
study aims at determining the effect of beverage vessel and sugar-related knowledge that mediated
by consumer attitude on purchasing intention of single-serve beverage in convenience stores.

Keywords: single-serve beverage, sugar-sweetened beverage, beverage vessel, sugar-related
knowledge, portion size, sugar labeling, consumer attitude, PET bottles, cans, purchasing intention

1 INTRODUCTION

There are differences in consumer expectations and perceptions of the taste of drinks and the
willingness to pay for different packages (Lefebvre & Orlowski 2019). Portability, convenience in
carrying, opening, and closing the packaging are important factors in choosing packaging (Deli¢
et al. 2018). Therefore, this study investigates the choice of beverage vessel and its connection to
purchase intention.

The increase in packaged food and beverage portion sizes has been identified as a potential factor
implicated in the rise of the obesity prevalence (van der Horst et al. 2019). Therefore, substituting
it with smaller volume size beverage can be an effective technique for reducing energy intake. This
study aims at providing an overview of how consumers interpret volume size and how this affects
purchase intention.

Furthermore, obesity and other health concerns such as diabetes and heart disease are closely
linked to sugar-sweetened soft drinks and beverages (Agarwal 2020). In light of this current trend
in beverage consumption, this study seeks to find out if no sugar or less sugar beverage alternatives
placed on the front-of-pack labels would influence customers’ purchase intentions more than the
regular label or no label at all on sugar-sweetened beverages.

2 LITERATURE REVIEW

Consumers use the product packaging as a cognitive shortcut to build inferences about other
attributes unrelated to appearance, such as taste or value (van Rompay et al. 2017). The vessel
a beverage served has an impact on the consumer experience, and therefore should be taken into
account when developing a beverage menu (Lefebvre & Orlowski 2019). This implies that beverage
service in venues such as restaurants give experience to the consumer whether the taste was impacted
or not for different types of beverage vessel.
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Big volume sizes for beverages have been suggested as a possible contributor to the rise in obesity
prevalence. Foods with a higher calorie density tend to be displayed with smaller serving sizes (van
der Horst et al. 2019). When a caloric beverage is consumed with a meal, food intake is not reduced
and energy from the beverage adds to energy from the food, resulting in a significant increase in
total energy consumed from a meal (Flood et al. 2006). Consumers have become increasingly
health-conscious and aware of labels placed on the front-of-pack of food and beverage products
(Pereira 2020). Research confirms that obesity, heart disease, diabetes, and various malignancies
have all been linked to the added sugars consumption (Corliss 2014). Consumers’ perceptions of
healthiness have risen as a result of nutritional labeling in the form of health claims, which leads
to an increase in consumer purchase intention (Ldhteenmiki 2013). A “no sugar” label on sugary
beverages serves as a health warning, which is one of the key reasons for the rise in consumer sales
of no sugar beverages.

Although consumers believe it is vital to know a product’s sugar amount, just a small percentage
of consumers believe the sugar content information on the package. Consumer behavior influences
purchasing interest in items with sugar content information; consumers who believe in nutritional
information are more likely to purchase such products (Chien et al. 2018). This suggests that
consumer behavior toward products containing sugar information mediates the association between
sugar knowledge and purchasing interest. Half of the adult population in the United States consumed
SSB drinks regularly, regardless of whether they are attempting to lose weight or are already obese
(Bleich et al. 2014).

At the point of purchase, packaging is the most apparent point of interest for customers
(Kauppinen-Réisdnen, 2014). Consumers create views about product qualities based on symbolic
interpretations acquired from visual cues derived from packaging, such as size, shape, and color,
even when the attribute (e.g. taste) is unrelated to the visual cue (van Rompay et al. 2017). In
today’s marketplace, extrinsic cues, such as product package labeling and the brand reputation, and
perceived equity, can influence the consumers’ decision-making (Pereira 2020).

3 METHODOLOGY

The relationship of beverage vessel and sugar-related knowledge while mediated by consumer atti-
tude on purchasing intention of single-serve beverage in convenience stores were investigated. This
research employs quantitative method by assuming assumes that reality can be defined, concrete,
observable, and quantifiable. The sample size for this study is 100 people, including students,
professionals, business people, and others, who volunteered to fill out questionnaires.

The hypothesis was tested using Structured Equation Modeling (SEM) in AMOS with a = 5%.
Visual representation is shown in the path diagram to determine the significance of the tested
relationships and the effect of each relationship.

4 RESULTS

The results show that all variables have a value of CR > 0.7 and AVE > 0.5, subsequently, all
indicators are used for data collection.

Based on the results, the feasibility test of the SEM model tested using Chi-Square, CMIN/DF,
GFI, AGFI, CFI, TLI, IFI, RFI and RMSEA has met the requirements for acceptance, although the
AGFT value has a marginal value.

AMOS analysis results show that beverage vessel, sugar-related knowledge, and consumer atti-
tude have a positive direction towards purchase intention. Meanwhile, sugar-related knowledge
also has a positive direction towards consumer attitude. H1, H2, H3, and H4 were all supported.

In this study, the Sobel test was used to determine the effect of the Sugar-Related Knowledge vari-
able on the Purchase Intention variable through the Consumer Attitude variable. The measurement
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results show that t value > t table. This proves that Consumer Attitude can mediate the influence of
Sugar-Related Knowledge on Purchase Intention.

5 DISCUSSION AND IMPLICATIONS

5.1 Discussion

One of the focuses of this study is the influence of beverage vessels on the purchasing intention of
single-serve beverages in convenience stores. Researchers found statistically significant evidence
of the effect of beverage containers on purchase intention. These results are supported by previous
research conducted by Deli¢ et al. (2018) where the results of the study indicate the positive
influence of beverage vessels on purchase intention. Out of 100 respondents, 61 people stated
that PET bottle is often more available in convenience stores. This result is supported by previous
research from Hutchinson (2010) indicating a shift in the choice of beverage packaging to PET
bottles. Schifferstein’s research (2018) also obtained results indicating consumer preferences for
transparent packaging for soft drinks.

This study also indicates that consumer attitude can mediate the effect of sugar-related knowledge
(portion size and sugar label) on purchase intention single-serve beverages in convenience stores.
If seen from the results of AMOS analysis, in the Sugar-Related Knowledge variable, the highest
coefficient value is 1.071. This value (G2) related to the Coca-Cola that shall be purchased has the
right size. Further research found that the respondent’s choice for portion size was packaging with
250 ml volume size. This result is supported by the research of Mantzari, et al. (2017) reporting
a higher level of soft drink consumption for the smallest bottle packaging. The study also found
that respondents remembered the sugar content information used on Coca-Cola packaging. The
existence of this sugar label indicates a positive influence on consumer buying interest because
consumers can choose the sugar content of the Coca-Cola that they want to buy. From two items
on the Consumer Attitude variable, the highest coefficient value is 1.024. This value (P2) is related
to the need to buy Coca-Cola products. Respondents tend to consume Coca-Cola drinks because
these drinks used to be consumed by them and feel it as a necessity. If it is associated with the
selection of the smallest volume and the sugar content label, the need for consumption of this drink
may perceive to be controlled by consuming the drink with the smallest volume choice and/or the
choice of the sugar content of the drink.

5.2 Implications

This study denotes some practical contributions. First, there are indications that convenience store
consumers in Indonesia tend to choose PET bottles for single-serve beverages. Based on this result,
producers or potential producers of single-serve beverages in Indonesia can take this review in
developing new products or rejuvenating existing products. Second, research indicates the behavior
of convenience store consumers in Indonesia used to or perceived a necessity to consume single-
serve beverages. From an economic point of view, this is certainly a favorable condition for single-
serve beverage manufacturers. However, from a health perspective, this behavior certainly has
potential dangers related to the increasing population of obese and diabetic. The government role
in educating the public regarding the importance of controlling the consumption of SSB drinks
is certainly necessary. Third, consumers tend to choose the smallest packaging for single-serve
beverages. This can be a review for producers or prospective producers in developing the size of
the volume of their product packaging. Fourth, research indicates that consumers in Indonesia are
aware of the different meanings on the label of sugar content in beverages and adjust it to their
consumption behavior.

This study is not without limitations. First, the researcher has not further explored the influence
of beverage vessels (PET bottles vs cans) on taste perception. Second, although this study indicates
that consumers in Indonesia tend to choose the smallest packaging, it has not been with certainty the
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relationship between this choice and the number of SSB drinks consumed in a certain period. This
can be investigated further if it is associated with health control. Third, this study has not explored
further the presence of more than two choices of sugar content and their effects on consumer
behavior. With more than two choices of sugar content (e.g. regular, less sugar, and no sugar), it is
necessary to examine consumer interest in this choice or only two variations of choice should be
sufficient.
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ABSTRACT: The purpose of this research is to explore the effects of Brand Engagement (BE)
and Brand Love (BL) on Overall Brand Equity (OBE) and Repurchase Intention (RI) of Indonesian
millennial consumers in the smartphone market. Consumer Brand Engagement (CBE) is tested to
determine the cognition, affection, and activation each aspect. This case study was carried out of
five top smartphone brands in Indonesia, namely Apple, Samsung, Oppo, Vivo, and Xiaomi. Data
were collected through online survey of 468 millennials and analyzed for reliability and validity
using SEM CFA. The result showed that BL, affection and activation positively influence OBE and
RI without cognition. This research contributes to the ever-growing consumer-brand relationships
literature by exploring the role of CBE and BL in the millennial segment.

Keywords: Brand Engagement, Brand Love, Brand Equity, Repurchase Intention, Indonesia,
Millennials, Smartphone brands, Apple, Samsung, Oppo, Vivo, Xiaomi

1 INTRODUCTION

A significant increase in research highlighting consumers’ relationships with brands has occurred in
the last three decades (Aaker et al. 2004; Fournier 1998; Hollebeek 2014). Research on marketing
practices have also been conducted by paying attention to the various ways of building strong
relationships between brands and consumers (Shokri & Alavi 2019; Sichtmann et al. 2019; Verma
2021). According to Gomez-Suarez et al. (2017), this relationship is essential because it enables
consumers to select brands capable of satisfying their needs. Furthermore, this research analyzed
four aspects, including: Brand Engagement (BE), Brand Love (BL), Overall Brand Equity (OBE),
and Repurchase Intention (RI). The research by We Are Social and Hootsuite carried out in early
2021, stated that the total time spent by Indonesian smartphones users in 2020 culminated in 127.1
billion hours. However, despite the intense customer engagement processes, very few research
examined BE and BL for smartphones (Palusuk et al. 2019). This research investigates the specific
relationships within the top brands in Indonesia in July 2021 according to statistics, namely Apple,
Oppo, Samsung, Vivo, and Xiaomi. Data were collected from Generation Y/Millennials, defined
as those born from 1982 to 2002 (Diniso & Duh 2020; Muskat et al. 2003).

2 LITERATURE REVIEW

Hollebeek et al. (2014) defined Consumer Brand Engagement (CBE) as a positively balanced
cognitive, emotional, and behavioral brand-related activity. This concept divided CBE into three
aspects, namely cognitive processing, affection, and activation. Cognitive processing is defined as
a customer’s level of brand-related to concentration in particular brand interactions. Affection is
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the degree of a customer’s positive brand that affects interactions. Lastly, activation is defined as a
customer’s level of energy, effort, and time spent on a brand.

Wallace et al. (2014) stated that BL is the result of engagement, while Hudson et al. (2016) stated
that consumers who engage with their favorite brands using social media have stronger power in
an online context. Leckie et al. (2016) reported that affection and activation positively affect
brand loyalty in the smartphone market. However, Algharabat et al. (2020) stated that those three
aspects do not positively impact brand awareness and perceived quality, which referred to its equity.
According to preliminary research, BE positively affects purchase intention (Jimenez-Castillo &
Sanchez-Fernandez 2019; Verma 2021). Therefore, the following hypotheses were obtained: H1:
All the aspects of BE, including (a) affection, (b) activation, and (c) cognition, positively influence
BL. H2: All the aspects of BE, including (a) affection, (b) activation, and (c) cognition, positively
influence OBE. H3: All the aspects of BE, including (a) affection, (b) activation, and (c) cognition,
positively influence RI.

BL is the degree of passion, emotional attachment a satisfied consumer has for a particular brand
(Carroll & Ahuvia 2006). According to Ahuvia (2005), BL includes passion, attachment, positive
evaluation, response, and declarations. It positively affects brand loyalty (Carroll & Ahuvia, 2006;
Nilay Bigakgioglu et al. 2018), which is an aspect of equity. Md. Hafez (2021) stated that BL affects
equity positively in the context of the banking sector in Bangladesh. Rodrigues and Rodrigues
(2019) reported that it affects purchase intention in neo-luxury goods. Therefore, the following
hypotheses were obtained: H4: BL positively influences OBE. H5: BL positively influences RI.

Yoo and Donthu (2001) defined OBE as the different consumer responses between branded and
unbranded products with a similar level of marketing arousal and product attributes. The Brand
Equity scale in this research uses the one-dimensional scale of Yoo and Donthu (2001), tested to
determine similar results on the multidimensional scale (Bose et al. 2016; Verma 2021; Im et al.
2012).

RI refers to consumers’ possibility of buying from the same brand in the future (Chiu et al.
2009; Dodd et al. 1991). This attribute was selected as the outcome due to its broader implications
and positive impact on individual actions (Ajzen & Driver 1992; Hung et al. 2011; Pierre et al.
2005; Schlosser et al. 2006). According to Tolba and Hassan (2009), Brand Equity with several
aspects consists of awareness, perceived quality, and loyalty affect purchase intentions. In addition
to Consumer Engagement, Brand Equity also affects RI (Mia Hsiao-Wen Hoa & Henry F.L. Chung
2020). Therefore, the following hypothesis was obtained: H6: OBE positively influences RI.

3 METHOD

Questionnaires were distributed online through various social media. In total, 475 responses com-
prised of 7 invalids and 468 valid responses were received. Participants were 64% female and 36%
male, with 82% in the age range of 19 to 25. Smartphone brands used by the participants consist of
34% Samsung, 29% Apple, 18% Xiaomi, 12% Oppo, and 7% Vivo. Their brand usage was 5.56%
less than 3 months, 8.55% 3 to 6 months, 11.54% 6 to 12 months, 47.86% 1 to 2 years, 20.09% 2
to 5 years, and 6.41% more than 5 years. Then the data was tested with SEM CFA in AMOS 24,
with the following stages: Overall Model Fit, Measurement Model Fit, and Structural Model Fit.

4 RESULT

Confirmatory factor analysis in SEM was used to assess the theoretical structure of the measurement
model, while AMOS 24 examined the overall measurement model fit. In general, the model was
considered quite fit with the normed chi-square of 2.9. Measurement model fit was also conducted
to check the validity and reliability of the constructs and items. The model was proven valid and
reliable, with CR and AVE values above 0.7 and 0.5, respectively.
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The structural model testing was used subsequently to examine the causal relationship between
variables and the indirect effect testing. The hypotheses test was carried out by comparing the t-value
and p-value of the relationship. It is important to note that the conceptual framework posited the
affection, activation, and cognition aspects of BE as single variables.

5 ANALYSIS AND DISCUSSION

This research reveals a positive relationship between all aspects of CBE and BL. It showed that
engagement within brands and consumers leads to love. BL also mediates the relationship between
cognition, affection, and activation with OBE and RI. The literature suggests that brand loyalty,
which is one aspect of Brand Equity, is the outcome of CBE (Aaker 1991, 1996; Keller 1993; Yoo
& Donthu 2001). It proves that affection and activation are the aspects of CBE with the biggest
causal direct effect on OBE. However cognition was not shown to have a causal effect on OBE and
RI despite the positive indirect effects on both variables. This research also presents new insights
into the relationship between cognition, OBE and RI. It proves that OBE mediates the relationship
between BL and CBE with RI.

There are many factors why cognition’s relationship to OBE and RI are different from affection’s
and activation’s. One consideration includes the fact which the object of research is smartphone
brands, a high-involvement product. Therefore, determining whether to repurchase takes a long time
to first consider all the information. In cognitive decision making, there are several stages, namely:
problem recognition, seeking information, evaluating alternative options, product selection, and
results (Solomon 2018). The indicators in cognition here may not describe the process so that these
results can be obtained.

BL was proven to have both direct and indirect effects to OBE and RI. H4 result is in accordance
with previous research from Verma (2021). According to Verma, this has not been proven by other
studies. However, H5 result is slightly different to the results of previous research of Verma (2021)
which states that BL does not have a direct positive effect on PI. This could be seen from the factor
that in this research the variable tested is repurchase intention, with the respondents’ smartphone
brand usage mostly 1 to 2 years and more. Therefore, the engagement and love to the brand is
stronger and different result is achieved.

New insights into CBE were also provided by illustrating that affection affects both the rela-
tionship between BL and RI the strongest than the other two dimensions. This result is similar to
Hepola (2017) which stated that affection is the most important aspect in determining the overall
level of engagement, which highlights the central role of emotion in this context. The relationship
between CBE and OBE proved that activation has the most significant effect out of all three aspects.
In addition, the relationship between CBE and RI was investigated. It proved that affection and
activation have a positive direct impact on RI, which is contrary to Verma (2021). However, this
is in line with Hollebeek et al. (2014), which stated that CBE affects Brand Usage Intention, with
a scale adapted from the same source as Rl in this research. This result is a further specification,
where two aspects in CBE, namely affection and activation, have a direct causal effect on RI.

6 CONCLUSIONS AND LIMITATIONS

In this research, the CBE aspects used in a smartphone brand including cognition, affection and
activation affect BL. It also showed that affection and activation positively affected OBE and RI in
causal relationship, instead of cognition. However, all the dimensions of CBE (cognition, affection,
and activation) have positive indirect effects towards OBE and RI. The construct of BL has been
shown to influence OBE and RI. In addition, OBE is proven to mediate the relationship between
CBE aspects in smartphone brands, namely cognition, affection, and activation, as well as BL with
RI. In conclusion, activation, affection, cognition, and BL have indirect positive effects on OBE
and RI.
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This research is limited to the uneven distribution of age range, gender, and domicile respondents.
It was based on only specific mobile phone brands, namely Apple, Oppo, Samsung, Vivo, and
Xiaomi and only focused on one consumer segment. Although the samples are consistent with the
current Indonesian population, they prevent this research from being generalized.
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ABSTRACT: COVID-19 has infected more people and caused more deaths, trigger the imposi-
tion of movement restriction yet affecting the global economy. COVID-19 pandemic has exerted a
significant effect on stock market performance worldwide. Indonesia has the highest number of con-
firmed cases and deaths in Southeast Asia as of September 2021. This study explores the effects of
COVID-19 pandemic on stock market performance in Indonesia. The panel-data regression method
was used to examine the effect of daily growth of COVID-19 confirmed cases and deaths, lockdown
policies, and COVID-19 vaccinations to daily return and volatility of 243 stocks in Indonesia from
2 March 2020 to 30 September 2021. The result reveals that the COVID-19 confirmed cases and
deaths affect stock return negatively and increase stock volatility, meanwhile lockdown policies
and COVID-19 vaccinations affect stock return positively and decrease stock volatility.

1 INTRODUCTION

Currently, the world has entered its second year of being hit by the COVID-19 pandemic. Since it
first appeared, the world has experienced a number of the COVID-19 shock waves, which increased
the confirmed cases and deaths to a spike. The existence of COVID-19 as a global pandemic has
brought various impacts; COVID-19 rigorously affected the economy, negative impact on many
industries such as trade, tourism, and transportation (Albulescu 2021), and exerted an extraordinary
impact on the financial market (Al-Awadhi et al. 2020; Albulescu 2021; Baek et al. 2020; Bakry et
al. 2021; Chan et al. 2021; Rouatbi et al. 2021). Based on the WHO’s statistic for the COVID-19
(2021), Indonesia has the highest number of confirmed cases and deaths in Southeast Asia and the
fourth in Asia right after India, Turkey, and Iran. The main purpose of this study is to address how the
COVID-19 pandemic affects Indonesia’s stock market in this second year, after the shock waves
and various lockdown policies, and COVID-19 mass vaccinations. The result suggest there are
significant effects of COVID-19 confirmed cases and deaths, lockdown policies, and COVID-19
vaccinations to stock performance in Indonesia.

2 LITERATURE REVIEW

According to the Efficient Market Hypothesis (EMH) theory, stock prices are a reflection of all avail-
able information, as well as insider information (Fama 1970). Therefore, stock price movements can
occur when there is new information available in the market (Schwert 1989). Volatility is a standard
statistical measure of the sample distribution, where the more volatile the stock price, the farther the
distance between open and close price of the stock (Ross et al. 2019). The existance of assymetric
information can also result in excessive stock price volatility (Spiegel & Subrahmanyam 2000).
COVID-19 is caused by SARS-COV-2, which has infected more people and caused more deaths
than the previous respiratory syndroms (Guarner 2020). In the first quarter of 2020, there were
1.565.294 confirmed cases with 91.912 deaths worldwide (Kang 2020). To prevent the spread
of COVID-19, many countries have implemented various restrictive policies, such as lockdown.
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Indonesian government has also implemented a number of regional-scale lockdown policies (Utomo
& Hanggraeni 2021). The asymptomatic spread of COVID-19 makes vaccination the only solution
to achieve herd immunity (Rouatbi et al. 2021). Since the virus was identified and officially
announced by WHO in January 2020, many pharmaceutical companies from various countries
have developed COVID-19 vaccines, which have subsequently obtained an emergency use permit
from WHO to distribute and use for public (Calina et al. 2020; Rouatbi et al. 2021).

Al-Awadhi et al. (2020) found that daily growth in total confirmed cases and death cases caused
by COVID-19 have significant negative effects on stock returns across all companies in Hang Seng
Index and Shanghai Stock Exchange Composite Index. Bakry et al. (2021) revealed that there is
positive and significant relationship between volatility and the stringency of government actions in
emerging markets but a negative relationship in developed marketsChan et al. (2021) discovered
that development of COVID-19 vaccines has positive and significant impact on the global stock
market’s return, by am increase of 15,2 bps or equivalent of USD 87 billion on the first day of phase 1.

3 RESEARCH METHOD

This study employed panel data regression in order to examine the effect of COVID-19 confirmed
cases (GC) and deaths (GD), lockdown policies, and vaccinations (DV) to daily stock return (RE)
and volatility (VOL) of 243 listed firms on the Indonesia Stock Exchange under the mainboard
category that operating in the real sector, since the first confirmed case of COVID-19 in Indonesia,
2 March 2020 up to 30 September 2021, which after the second shock wave of COVID-19 in
Indonesia subsided, in a total of 383 trading days. For this research purpose, lockdown policies
were divided into two categories: primary lockdown policies (DLP) and secondary lockdown
policies (DLS). Primary lockdown policies have a higher stringency level than the other, which was
implemented during the rapid increase in confirmed cases and deaths. Primary lockdown policies
consist of PSBB, PPKM, and emergency PPKM. Meanwhile, secondary lockdown policies have
lower stringency levels such as the transition of PSBB, micro PPKM, and stages 4, 3, and 2 of
PPKM. Furthermore, stock market capitalization (MCP) and stock market-to-book ratio (MTB)
were used as the control variable, as researches conducted by Al-Awadhi et al. (2020); Rouatbi et
al. (2021); Utomo and Hanggraeni (2021). To examine each variable of the COVID-19 pandemic
deeply, it was divided into three groups: Cases, Lockdown Policies, and Vaccines.

Cases
RE;; =a + 0yGC,1 + a3GD; | + yMCP;; | + asMTB;;| + w; (D
VOLj,t=a; + a;GC,_y + 03GD,—1 + a4MCP;,_ + asMTB;,_| + w;; 2

Lockdown Policies
RE;; =o 4+ a;DLP, + a3DLS,; + a4MCP;,_; + asMTB,,_; + w;; 3)
VOL;; = oy + a;DLP, + a3DLS,; + a4MCP; ;| + asMTB;,_; + w;; 4)
COVID-19 Vaccines
RE;;=a; + a;DV,_; +o3MCP; ;| + asMTB;,_| + €;; 5)

VOL;; =a + a>DV,_| + a3MCP; ;| + asMTB;,_ + w;; (6)

4 RESULTS AND DISCUSSION

4.1 Research result

The panel data regression was carried out with a total of 93.069 observations for each model. The
regression of the six models in this research had significant results, with the coefficient of the
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results indicating the direction of its influence on the stock return and volatility. The coefficient
results of the regression are presented in Table 1.

Table 1. Regression result.

Dependent Variable Independent Variables

Confirmed Death cases Primary Secondary

COVID-19 due to lockdown lockdown COVID-19

cases COVID-19 policies policies vaccination
Return —0.009122* —0.01298* 0.007273* 0.008124* 0.001538*
Volatility 0.020703* 0.006165* —0.020699* —0.02476* —0.003555*

*significant at 5% level of significance based on t-statistics.
Source: Processed by researchers

The result shows that COVID-19 confirmed cases and deaths had a negative impact on stock
return and increase stock volatility. These result are in line with Al-Awadhi et al. (2020); Albulescu
(2021); Bakry et al. (2021); Harjoto et al. (2021); Rouatbi et al. (2021). Utomo and Hanggraeni
(2021). Lockdown policies implemented by Indonesian government had a positive impact on stock
return and decreased stock volatility. These results are in line with Bakry et al. (2021) with a sample
set of developed countries, Anh and Gan (2020), Narayan et al. (2021); Utomo and Hanggraeni
(2021). The result of COVID-19 vaccinations also had a positive impact on stock return and
decreased stock volatility, which is in line with Chan et al. (2021) and Rouatbi et al. (2021).
For further analysis, we conducted sectoral analysis which shows that consumer cylicals, basic
materials, and properties & real estate sectors had better performance to stock return and healthcare
sectors had higher volatility than other sectors under COVID-19 pandemic.

4.2 Discussion

COVID-19 confirmed cases and deaths are considered negative or bad news. Negative or bad news
tends to bring bigger effects than good news due to negative bias (Baek et al. 2020). According to
Al-Qudah and Houcine (2021), negative news gives investors a feeling of fear so that it affects their
investment behaviour, which in turn has a bad influence on global stock market performance. This
explains why stock return responds to pandemic disease (Al-Awadhi et al. 2020) and the increasing
of stock volatility during the COVID-19 pandemic (Baek et al., 2020).

The implementation of lockdown policy is a manifestation of the Government’s commitment
to inhibit the spread of COVID-19, which can increase market confidence and the stock return
(Anh & Gan 2020; Utomo & Hanggraeni 2021). The implementation of lockdown policies also
reduce the level of uncertainty of this pandemic and stock volatility. Similar to lockdown policies,
the COVID-19 vaccinations reduce the stock volatility by affecing investors’ expectation with
reducing the future pandemic-related unforeseen disruption (Rouatbi et al. 2021). Other than that,
investors also see vaccines as the solution to stop this pandemic (Chan et al. 2021) and affects their
investment behaviour, which increase stocks return.

5 CONCLUSION AND IMPLICATION

The results reveal that the COVID-19 pandemic has a mixed effect on stock performance in Indone-
sia from March 2020 to September 2021. The daily growth of confirmed cases and deaths had a
negative impact on stock returns, yet increased stock volatility. The lockdown policies implemented
by the Indonesian government can affect stock returns positively and decrease stock volatility.
Similar to lockdown policies, COVID-19 vaccinations also have positive impacts on stock returns.
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Moreover, it decreased stock volatility. One of the implications of this research is that investors
must always be updated with the pandemic situation as it can affect the stock return & volatility.
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ABSTRACT: Ithas been two years since the COVID-19 pandemic hit the world. Tourism practi-
tioners have noted that besides the past incidents like the Bali bombing and Mount Agung eruption
that historically impacted the Bali tourism sector, the pandemic also proved to influence the tourism
sector. Scholars and policymakers in Indonesia know much less about the importance of resilience
in encountering this situation. Therefore, strong leadership should navigate the recovery of this sec-
tor. This research investigated a series of FGD (focus group discussions) conducted from mid-2019
to 2021 and analyzed them using a narrative methodology involving five big tourism associations
in Bali. The findings reveal that to survive in the uncertain situation, strong leadership in guiding
the recovery of tourism business should be navigated by predictive accuracy behavior. Along with
a detailed plan, the tourism sector managers should place a higher initiating structure than before
the pandemic and act as role models to allow the business to survive. This research also identified
several innovative leadership capacities to be considered by the tourism practitioners in enhancing
Bali tourism’s “bounce back”.

Keywords: post-pandemics, tourism, Bali, COVD-19, leadership

1 INTRODUCTION

The coronavirus (COVID-19) caused an economic and social shock that most certainly changed
the way people live and work and the operation of businesses and organizations (Irawanto et al.
2021). The pandemic has created a condition that has never been seen before. In a matter of months,
the sector that was previously considered over-tourism became completely devoid of tourism. The
global tourism industry has been declining as a result of the COVID-19 outbreak in late 2019.
Tourism is one of the major economic sectors that experienced the hardest hit (Harchandani &
Shome 2021). The human connection and movement that are essential to tourism’s survival are
vulnerable to any disease. The tourism sector has been designated as one of President Joko Widodo’s
major development programs, entitled Nawa Cita, and has been proclaimed as the top contributor
to GDP, foreign exchange, and employment in Indonesia. The tourist industry in Indonesia provided
a significant contribution to the country’s economy (Novianti 2021). Bali as a tourism destination
relies on tourists and it was heavily impacted by the COVID-19 pandemic outbreak.

One of the significant policy responses to the COVID-19 outbreak was the imposition of inter-
national travel restrictions by numerous governments throughout the world that, on the other hand,
have been unprecedented and disproportionately harmful to the tourism industry (Gossling 2020;
Khalid et al. 2021). The Indonesian government has been monitoring the development of COVID-
19 cases thoroughly to anticipate a spike in cases due to the Omicron variant, which has currently
been detected in around 90 countries including Indonesia. The government implemented rules to
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anticipate the newly found COVID-19 variant Omicron by conducting strict early detection at all
Indonesian entry points from abroad, implementing changes to the 10-day quarantine period for
those coming from abroad, and accelerating the national vaccination program. The latest COVID-
19 outbreak has brought attention to the fact that these concerns with leaders’ decision-making
have become more serious. As systems become increasingly complicated and interconnected, the
potential of failure increases. In this context, leadership becomes an essential commodity and a
highly pursued skill. Thus, decision-makers at the top of the corporate ladder scout for leadership
all across the world (Forster & Heinzel 2021). Leaders in this sector are facing uncertainty and
need to adapt to the fast-changing situations. In any crisis, including the COVID-19 pandemic,
they should overcome the rapidly developing and highly uncertain scenario that threatens their
society’s fundamental principles (Boin & ’t Hart 2003). Policymakers in Indonesia know much
less about the importance of resilience in encountering the pandemic. Therefore, strong leadership
should navigate the recovery of this sector. This research aimed at investigating the main leadership
behavior to make the tourism sector resilient.

2 LITERATURE REVIEW

2.1 Resilience in tourism sector

The ability to overcome misfortune and bounce back from adversity is referred to as resilience
(Orchiston et al. 2016). Resilience is required at all levels: micro, meso, and macro. Human
resilience is related to resilience at the micro-level. Meso resilience refers to an organization’s ability
to comprehend its processes at several levels. Macro resilience (societal resilience) is concerned
with policymaking to create a resilient society. Individuals, families, and communities are the
building blocks of a strong society. As a result, instilling in individuals a genuine drive to invest
in self-preparation is a fundamental issue for future public leaders (Kristiana et al. 2021). Tourism
resilience is mostly discussed in the literature as a way to increase sustainability after experiencing
an ecological or environmental disaster and to provide alternatives to sustainable development
(Dahles & Susilowati 2015; Lew 2014). In order to survive, tourism sectors need to create “planning
and culture” and collaboration and innovation (Khalid et al. 2021). It should engage with strong
capacities and entrepreneurial acts to be less dependent on government policy (Khalid et al. 2021).
Collaboration is required in all sectors to create innovations in tourism services (Kristiana et al.
2021). Resilience thinking is required when managing tourism as a system that is affected by
shocks. This comprises properties like persistence, adaptation, and transformation, which are all
dynamics enabling the system to maintain its stability (Folke et al. 2005). In the face of internal
shocks such as social inequity and political turbulence, and external factors such as swings in the
global economic storm, the combination of flexibility and innovation boosts system capacity (Hahn
& Nykvist 2017; Smit & Wandel 2006).

2.2 Leadership as an enabler to resilience

Leaders’ existence encourages positive behavior for resilience (Harland et al. 2005). Leaders need
to enable employee resilience in uncertain conditions (Prayag et al. 2020). Leaders should apply
many measures in adopting government policy and put forward flexibility and creativity. It is cru-
cial to distinguish between subcultures and the hundreds of ethnic groups in Indonesian society,
where collectivism is emphasized (Passakonjaras & Hartijasti 2019). According to a recent report
from the GLOBE (Worldwide Leadership and Organizational Behavior Effectiveness) project, a
global leadership research (Irawanto et al. 2011), Indonesian leadership is defined by a specific
style that differs from both Western-style and Asian-style leadership. Moreover, according to the
GLOBE?s research, employees in Indonesia expect their leaders to pay special attention to their
coworkers and to exhibit this attitude in a charismatic manner. The Indonesian government has set
several policies in undertaking COVID-19 cases, specifically Omicron. Visitors should, however,
prove that they have been vaccinated by showing their record in the government’s “PeduliLindungi”
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mobile phone program. Inter-regional travel is only permitted with a valid vaccination certificate
or a negative COVID-19 test result. Domestic travel is forbidden. Travelers using public transporta-
tion departing or entering the areas with Community Activities Restrictions Enforcement (PPKM,
Pemberlakuan Pembatasan Kegiatan Masyarakat) levels 3 and 4 status should have a vaccination
certificate or a negative RT-PCR Test Result valid for 2 x 24 hours at the time of departure.

3 METHODOLOGY

This research employed a qualitative approach as the dynamic of the unit analysis to obtain a better
understanding of the leadership resiliency required in the tourism sector. Narrative analysis was
used as it was considered to be the most appropriate method for data collection in the FGD setting,
specifically within the tourism sector in Bali, where the activities were mostly related to outdoor
activity. Narrative research focuses on participants’ use of stories to describe their experiences,
to understand the phenomenon of the recovery of the tourism sector in Bali in post-pandemic.
Research data were obtained from in-depth semi-structured interviews involving 5 Bali tourism-
related groups within a focused group discussion setting, namely Bali Villa Association, Transport
Provider Association, Indonesian Young Entrepreneurs Association (HIPMI, Himpunan Pengusaha
Muda Indonesia), Handy Craft Association, and Water Sports Provider Association. Questionnaires
were also distributed to complement the main data sources and obtain meaningful information. In
narrating the data obtained from the participants, the thematic analysis was conducted by comparing
the narrative data of all key participants, highlighting common themes or key factors that emerged,
relating to the 12 leadership factors proposed by LBDQ (Leader Behavior Description Question-
naire) XII. Thematic information was essential to draw the lines between what was emerging from
the leadership resilience in the Bali tourism sector.

4 RESULT AND DISCUSSION

LBDQ-XII was used as the basis for submitting interviews in the FGD, which were divided into 12
main factors, namely representation, demand reconciliation, tolerance of uncertainty, persuasive-
ness, initial structure, tolerance and freedom, role assumption, consideration, production emphasis,
predictive accuracy, integration, and superior orientation. The findings revealed that to survive in
an uncertain situation, strong leadership was needed in navigating the recovery of the tourism
business. There were three important aspects related to leadership resilience in the tourism sector:

1. Integration. Leaders are expected to be able to create and manage harmony and unify differences
that occur both among group members and between individuals in the organization. A leader
should be able to create integration from various aspects that exist within the scope of the
organization, although creating integration is not an easy thing to do.

2. Representation behavior. The leader is a figure who should be able to speak and represent his
organization to other organizations.

3. Predictive accuracy behavior. Leaders should be able to make accurate predictions, particularly
the future trends, to prepare the business properly. However, with the uncertain conditions that are
currently happening, accurate predictions are unlikely to be carried out, especially in pandemic
conditions where anticipatory steps need to be taken appropriately.

Furthermore, as per the narrative gained from the key informants, there is one leadership factor
that needs to be avoided which is superior orientation behavior. Superior orientation makes the
leaders emphasize that “I’m the boss” and employees should obey all orders without having the
authority to make their own decisions.

5 CONCLUSION

The findings revealed that the tourism sector leaders in the post-pandemic situation demand
“integration” as the common factor needed in navigating business recovery. Along with the
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representation behavior, these uncertain conditions require the leaders to show their capabilities in
positive communication, where in this context Balinese people are collectivist. This research will
benefit the practitioners, especially tourism practitioners allowing them to select correct leader-
ship behavior in encountering crises like the COVID-19 pandemic. Hence, they can manage their
business properly.
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The correlation between spare parts planning systems with the
inventory level at PT Petrokimia Gresik

E.R. Diyanto
Airlangga University

ABSTRACT: PT Petrokimia Gresik, a company that accommodates the increasing farm-
ers/agriculturist fertilizer needs, operates a large number of 31 factory units. The operation of
the factories must be supported by a good maintenance plan and spare parts stock system. The
spare parts stock system is foremost needed because it affects maintenance activities, the value of
the company’s inventories, carrying costs, and the warehouses’ space availability. This research area
aims to analyze the correlation between spare parts planning systems with the level of inventory in
the company. The method used in this research is multiple linear regression.

Keywords: spare parts, maintenance, warechouse management system, multiple linear regression

1 INTRODUCTION

In the manufacturing industry, there are two main problems in managing the inventory of spare
parts. First, the problem is overstock. It will cause inefficiency in asset management of the com-
pany and also loss of opportunity costs. Spare parts overstock is caused by several factors, such as
forecasting and calculation errors, and sporadic demand that affected the establishment of optimum
demand. The second problem is stock out. It occurs due to uncertainty of lead-time, especially when
purchasing from abroad. If stock out of spare parts occurs, it will disrupt maintenance, repair, and
operation (MRO) activities. As a part of the support for good production, MRO will help the produc-
tion line achieve its target. If spare parts are out of stock, the production target may not be achieved.
PT Petrokimia Gresik is a company that operates 31 (thirty-one) factory units faces these problems.

Unlike production materials, which have relatively consistent usage, MRO parts have fluctuated
demand. Maintenance activities include preventive, predictive, corrective, and breakdown. MRO
activities include routine maintenance or/and replacement of spare parts (turn around). Sometimes,
MRO parts are made-to-order parts with long and inconsistent lead times. As a consequence,
Manufacturers usually carry substantial buffers of spare parts inventory to protect against downtime
due to part unavailability (Chen et al. 2019). This usually results in obsolescence. Moreover, spare
parts are expensive and the purchase of individual components is associated with high depreciation
and other costs with their obsolescence (Sirova & Rodrigues 2019). Better MRO scheduling means
a better spare parts management inventory.

Management of spare part inventory in the manufacturing industry is an essential task to create
reliability and efficiency. Besides, to support spare parts availability, the provision of spare parts
should be performed selectively. Inventory values and inventory turnovers of PT Petrokimia Gresik
are shown in Table 1.

Table 1. Inventory of PT Petrokimia Gresik in 2016 until 2020.

Inventory* 2016 2017 2018 2019 2020

Value in million (IDR) 97,994 102,393 101,782 109,169 111,233
Turnover ratio (times) 2 1 1.28 1.1 1.08

*Source: ERP-SAP Company
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2 METHOD

The research uses multiple linear regression to analyze whether the independent variables have
a correlation to the dependent variable and if there is a correlation, how strong the relationship
is. Regression analysis is a statistical technique for estimating the relationship among variables
that have reason and result (Uyan:k & Giiler 2013). The assumption of multiple linear regression
analysis is normal distribution, linearity, freedom from extreme values, and having no multiple ties
between independent variables. Multiple linear regression model is formulated as in the following
equation:

y=PBo+pBix1+...+Bxy+e (1)

where y = dependent variable; x; = independent variable; §; = parameter; and ¢ = error

2.1 Research model

In this research, a framework was made to describe the relationship and influence of the independent
variables on the dependent variable and to determine the relationship between these variables,
whether the relationship is positive or negative. The model compiled as shown in Figure 1 assumes
that the maintenance strategy has no effect on purchase planning.

Maintenance
Strategy
Purchase Inventory
planning value
A
Lead-time

Figure 1. Framework model.

Industries are facing a lot of challenges such as optimization of operation and maintenance func-
tion due to environmental and safety requirement issues that are always developing. A maintenance
strategy has been developed to support maintenance management implementation in industries.
However, maintenance strategy is not well-defined in the literature. A few authors have defined it.
Kelly (1997) defined maintenance strategy as a systematic approach to upkeep the facilities and
equipment. It involves the identification, researching, and execution of many repairs, replacements,
and inspection decisions. There are three types in the maintenance strategy, namely preventive main-
tenance, predictive maintenance, and corrective maintenance. Corrective maintenance requires the
highest buffer stock because the activities are unscheduled and their failures are unpredictable. So,
the company must carry out turnaround activities. PT Petrokimia Gresik can carry out turnaround
activities about 8—12 times per year.

Planning is not only an operation activity but also a strategic activity. It includes the processes of
formulating the goals of the organization, the formation of action plans, timeframes, as well as the
sequence of actions and directions of the distribution of all types of resources necessary to achieve
the goals (Katsioloudes 2006; Monczka et al. 2009; Van Weele 2010). Purchase planning implies
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stock monitoring, purchase order management (order quantity, receipt date, delivery date, delivery
means, etc.), demand forecasting, and other activities. It also takes into consideration adherence
to financial goals and budget, works with electronic systems such as ERP or other procure-to-pay
software optimizing invoicing, payment, and control processes. According to Fritsch (2017), there
are two main approaches to purchasing: reactive and proactive. The reactive approach implies the
use of the Just in Time method, meaning that the demand completely covers the purchase order
and the stock available. A proactive approach to procurement implies having safety (buffer) stock
available to meet demand and unplanned enlargement in demand. So, errors in determining quantity
orders can make higher inventory and stocks.

Managing lead time can be a competitive advantage. Managing time is the mirror image of
managing quality, cost, innovation, and productivity. Time is usually wasted because of serialization
of independent activities, non-synchronization of dependent activities, production of parts that are
rejected, or inefficient workflows (Tersine & Hummingbird 1995). It implies that lead time can
affect inventory level companies.

2.2 Hypothesis

A research model was used to describe actual events in the field. The model was made by discussing
and brainstorming with workers who were directly involved in the duties and responsibilities of the
purchasing, maintenance, and warehouse units. In addition, it involved people who were considered
experts in the field. To test the correctness of the model, three hypotheses were formulated as the
following:

Hypothesis 1: Maintenance strategy will positively influence inventory value
Hypothesis 2: Purchasing planning will positively influence inventory value
Hypothesis 3: Lead-time will negatively influence inventory value

3 RESULTS

SPSS version 22 was chosen to analyze this model. It is well-suited for analyzing the relationship
between variables that have more than one independent variable. The classical assumption test was
conducted to prove that the independent variables were free from multicollinearity and autocor-
relation. The VIF values for the maintenance strategy, purchasing planning, and lead-time were
1.499, 4.175, and 3.670, respectively, which are values less than 10. It means that the model was
free from multicollinearity. To prove whether or not autocorrelation existed, it can be identified
from the Durbin-Watson (DW) calculation results. The SPSS output results showed that the DW
number was 1.889 while the limit criteria were d; = 1.1805 and dy = 1.6503 with a significance
value of 5%, so the calculated DW was greater than 1.6503 and smaller than 2.3497. It was con-
cluded that the regression model had no autocorrelation. The model made had to be able to explain
the proportion of the influence of the independent variable on the dependent variable. The figure
obtained from Adjusted R square showed that the proportion of the effect of variable maintenance
strategy, purchase planning, and lead time on the inventory value was 48%. While the results of
hypothesis testing are presented in Table 2:

Table 2. Hypothesis testing results.

Hypothesis Path Coefficient Regression Results

1 MS-1V (+) -1,113 Not supported
2 PP-1V (+) 0,73 Supported

3 LTIV (-) 0,544 Supported

Table Legend: MS = Maintenance Strategy; PP = Purchase Planning; LT = Lead
Time
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4 CONCLUSION

In this research, there are 3 independent variables affecting inventory values. The relationship
between these variables can be concluded that the maintenance strategy had a negative effect on the
inventory value. This was because routine repairs were more dominant than turnaround activities.
Many consumables were issued from the inventory. So, the inventory level went down.

Purchase planning had a positive effect on inventory value. The responsibility of the purchasing
division was to make sure that the spare parts in the warehouse were available on time, in the right
quantity, and with the right specifications. With sporadic demand, determining the right quantity
was challenging. In determining the forecast and the lot size order, data can be inaccurate.

Lead time had a negative effect on inventory value. The longer the lead time of an item, the
smaller number of items available in the warehouse. This was due to the regular consumption of
spare parts by end-users, especially for consumable spare parts.
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Eko Rhoma Diyanto is a student at Airlangga University that is currently studying Master of
Management in semester 2. Apart from being a student, He has also worked at PT Petrokimia
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the community environment, he is interested in contributing to social development programs.

REFERENCES

Chen, J., Gusikhin, O., Finkenstaedt, W., & Liu, Y. N. 2019. Maintenance, Repair, and Operations Parts
Inventory Management in the Era of Industry 4.0. /FAC-PapersOnLine, 52(13), 171-176. https://doi.org/
10.1016/JIFACOL.2019.11.171

Fritsch, D. 2017, March 9. Purchase Planning: Basics, Considerations, & Best Practices. Eazystock. https://
www.eazystock.com/blog/purchase-planning-basics-considerations-best-practices/

Katsioloudes, M. 1. 2006. Strategic Management: Global Cultural Perspectives for Profit and Non-Profit
Organizations. Butterworth Heinemann.

Kelly, A. 1997. Maintenance Strategy. Elsevier and Butterworth Heinemann .

Monczka, R. M., Handfield, R. B., Giunipero, L. C., & Patterson, J. L. 2009. Purchasing and Supply Chain
Management (Fourth Ed.). South-Western Cengage Learning.

Sirova, E., & Rodrigues, M. 2019. Spare Parts Management in the Context of Industry 4.0. In P. Madzik (Ed.),
The Poprad Economic and Management Forum 2019 (pp. 141-150). https://www.researchgate.net/profile/
Marcio-Rodrigues-7/publication/339457835_Spare_Parts_Management_in_the_Context_of _Industry_40/
links/5¢53d7994585158f40e9ddac/Spare-Parts-Management-in-the-Context-of-Industry-40.pdf

Tersine, R. J., & Hummingbird, E. A. 1995. Lead-time reduction: The search for competitive advantage.
International Journal of Operations and Production Management, 15(2), 8-18. https://doi.org/10.1108/
01443579510080382/FULL/XML

Uyanik, G. K., & Giiler, N. 2013. A Study on Multiple Linear Regression Analysis. Procedia - Social and
Behavioral Sciences, 106, 234-240. https://doi.org/10.1016/J.SBSPRO.2013.12.027

Van Weele, A. J. 2010. Purchasing & Supply Chain Management: Analysis, Strategy, Planning and Practice
(5th ed.). Eindhoven University of Technology, Cengage Learning EMEA.

67


https://doi.org/
https://www.eazystock.com/blog/purchase-planning-basics-considerations-best-practices/
https://www.eazystock.com/blog/purchase-planning-basics-considerations-best-practices/
https://www.researchgate.net/profile/
https://doi.org/10.1108/
https://doi.org/10.1016/J.SBSPRO.2013.12.027

Contemporary Research on Management and Business — Siska Noviaristanti
© 2022 The Authors, ISBN: 978-1-032-28259-6
Open Access: www.taylorfrancis.com, CC BY-NC-ND 4.0 license

The effect of brand personality dimensions on self congruity and
functional congruity on brand attitude: A study of Jaklingko users
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ABSTRACT: Society’s need for public transportation continues to grow. Brand personality playsa
vital role in brand psychology to form a brand identity. This research seeks to investigate the various
roles of brand personality through its dimensions, namely responsibility, activity, aggressiveness,
simplicity, and emotionality, in encouraging consumers’ choices to evaluate the consistency of
functional congruity perceived by consumers. The sample was selected purposively involving
626 active users of Jaklingko in Indonesia. This research employs Structural Equation Modeling-
Partial Least Squares (SEM-PLS) to test the hypothesis. The findings revealed that all dimensions
of’brand personality, except simplicity, had a positive and significant effect on functional congruity
and self-congruity. However, traveling purpose did not strengthen the influence of self-congruity
or functional congruity to brand attitude.

Keywords: dimensions of brand personality, self-congruity, functional congruity, public trans-
portation, brand attitude

1 INTRODUCTION

The COVID-19 pandemic has caused a significant decrease in the number of public transportation
users compared to the number of passengers in January 2020 (Rahayu 2020). Transjakarta users
began to decline as of March 2020 by 34.52%. In April 2020, MRT passengers decreased by
94.11%, KRL passengers decreased by 78.69%, and Jakarta LRT passengers decreased by 93.05%.
To provide better services, the Provincial Government of DKI Jakarta had integrated PT Transport
Jakarta, PT MRT Jakarta (Perseroda), PT Jakarta Propertindo, and the Ministry of Transportation
and the Ministry of SOEs through PT Moda Kemerdekaan Jabodetabek Transportation, and PT
Kereta Api Indonesia (Persero) cooperating to become PT Jaklingko Indonesia. The integration of
tariffs and electronic payments between modes had been operated by JakLingko Indonesia for MRT
Jakarta, Transjakarta, LRT Jakarta, KAI Commuter and Railink Soekarno-Hatta Airport. Based on
the analysis of JakLingko users, this research aims at analyzing the effect of each dimension of brand
personality (responsibility, activity, aggressiveness, simplicity and emotionality) on functional
congruity and self-congruity, analyzing the effect of functional congruity and self-congruity on
brand attitude, and investigating the moderating role of travelling purpose on the effect of self-
congruity and functional congruity on brand attitude.

2 LITERATURE REVIEW

Kotler and Keller (2011) state that marketers should recognize their consumer behavior to gain an
advantage and win the competition in the market, as Olya and Al-ansi (2018) believe that consumer
decision making is based on the potential value obtained. Customers tend to choose brands that
possess a particular brand personality based on the customers’ actual self-concept, ideal self-
concept, or other self-concepts (Sirgy 1982). Each dimension of brand personality has a different
influence (Louis & Lombart 2010), thus, Aaker (1997) proposes brand personality dimensions
consisting of sincerity, excitement, competence, sophistication, and ruggedness.
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This research employs the dimensional model designed by Geuens et al. (2009) consisting of
responsibility, activity, aggressiveness, simplicity, and emotionality dimensions. Brand personality
is based on self-congruity theory, which compares external behavior with internal beliefs (Aaker
& Fournier 1995). Self-congruity can be defined as the brand’s suitability to personality and self-
concept (Klipfel et al. 2014) and users’ image suitability associated with certain goods, services,
or stores (Kang et al. 2012) including the actual self, self-image, ideal self-image, social self-
image and ideal social image (Sirgy et al. 2005), which form the motives for conformity with
customer’s self-congruity and ultimately determine the customer’s purchase decision (Malir et al.
2011). According to Sirgy et al. (2000), self-image congruity based on self-concept includes actual
self-congruity, social self-congruity, ideal self-congruity and ideal social self-congruity (Schiffman
& Kanuk 2001). Self-congruity and functional congruity were essential for understanding decision
making. These utilitarian attributes include convenience, customer service, performance or quality
and reliability that affect purchase behavior. Kang et al. (2012) stated that functional congruity is
the consumers’ expectations and experiences towards products/services.

3 METHODOLOGY

This descriptive research employs a single cross-sectional design with a quantitative approach.
The sample was selected purposively from Indonesian consumers who have made transactions on
social commerce Instagram, WhatsApp, Facebook, Twitter, and TikTok within the last six months
and aged above 17 years. Data were collected using a questionnaire with a six-level Likert scale
distributed using Google Form through online media for ten days from 26 May — 4 June 2021.
There were 658 questionnaires filled out but only 626 respondents met the criteria.

Furthermore, the data were computed using SEM-PLS to investigate the effect of each dimension
of brand personality on functional congruity and self-congruity. Jamal and Al-Marri (2007) stated
that the self-congruity suitability with brand personality is a significant determinant of brand
preferences, brand attitudes, purchase intentions, product quality evaluations, overall satisfaction,
and consumer’s perceived proximity to the brand. However, some studies found that functional
congruity has always played a more important role than self-congruity and brand attitude (Su
& Reynolds 2017. Recreational travelers focus more on “fun”, “entertainment”, and “passion”,
whereas business travelers place greater concern on function (Hightower et al. 2013). Thus, this
research investigated the moderating role of traveling purpose (business or leisure) on the effect
of self-congruity and functional congruity on brand attitude. Therefore, this research proposed the
following hypothesis to be analyzed.

H1: Each dimension of brand personality has a positive effect on perceived functional suitability.
H2: Each dimension of brand personality has its own use in predicting perceived self-worth.
H3 : Functional suitability has a positive effect on brand attitudes.

H4 : Self-conformance has a positive effect on brand attitudes.

HS : Traveling purpose (business or leisure) moderates the effect of self-fit and functional
suitability on brand attitudes.

The following table summarizes the result of structural model evaluation based on the path
coefficient value and t-value.

Table 1. Result of structural model evaluation based on the path coefficient value and t-value

T Statistics P Values  Result Conclusion
Responsibility -> Functional Congruity 5.576 0.000 Significant ~ Hypothesis accepted
Activity -> Functional Congruity 4.864 0.000 Significant ~ Hypothesis accepted
Aggressiveness -> Functional Congruity — 4.285 0.000 Significant ~ Hypothesis accepted
Simplicity -> Functional Congruity 7.463 0.000 Significant ~ Hypothesis accepted
Emotionality -> Functional Congruity 3.808 0.000 Significant ~ Hypothesis accepted
Responsibility -> Self Image Congruity 2.394 0.017 Significant ~ Hypothesis accepted
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Thus, the research conceptual model was a modified version of Su and Reynolds’s (2017) model
using brand personality dimension model proposed by Geuens et al. (2009) including responsibility,
activity, aggressiveness, simplicity, and emotionality. Below is research model used:

Dimension of Brand

Personality _— —
7 Papoes \.
( (laisars or )
businsss)

Responsibility (41 \ /

NB F—

\ S
H2 Fumetonal

Aetivity
comgruity

423

W
Aggressiveness -~
g

Brand Attitude

Self-mmage

congruity

Simplicity

£ -
Emotionality

Figure 1. Research conceptual model.
Source: Data processed by the author (2021) adapted from Su and Reynolds (2017) and Geuens (2009).

4 DISCUSSION

The results found the positive and significant effect of brand personality on functional congruity
by the t-value above 1.645. This indicated that the brand personality dimension of Jaklingko had
a contribution in increasing the functional congruity of Jaklingko. Meanwhile, four of the five
dimensions of brand personality had a positive and significant effect on self-congruity, except for
simplicity by the t-value below 1.645, meaning that the simplicity did not have a positive and
significant effect on self-congruity. This indicated that consumers did not experience simplicity
when using Jaklingko. Functional congruity and self-congruity had a positive and significant effect
on brand attitude by the t-value above 1.645, indicating that increased functional congruity and self-
congruity of consumers would improve Jaklingko’s brand attitude. It was in line with the research
Su and Reynolds (2017). The test results showed that functional congruity was more significant in
influencing brand attitude seen, as indicated by the t-value above 1.645. In addition, this research
found that the moderating role of traveling purpose on the influence of self-image congruity and
functional congruity on brand attitude was not significant, as indicated by the t-value below 1.645,
meaning that traveling purpose did not moderate the increasing influence of functional congruity
and self-congruity on brand attitude.

5 CONCLUSION

The public’s needs for public transportation continues to grow. Thus, the government needs to
develop a strong brand identity as conducted by the Provincial Government of DKI Jakarta who
integrated some transportation companies into PT Jaklingko Indonesia. The findings showed that
brand personality dimension had the highest influence on functional congruity of t-value of 7.463.
Moreover, it is believed that the functional congruity of using Jaklingko will increase the brand
attitude to be more competitive and easily recognized by the consumers. The highest effect on
self-congruity was emotionality by the t-value of 5.854, which should be developed to improve

70



Jaklingko’s brand attitude to increase consumer loyalty. It is also revealed that functional con-
gruity played an essential role over self-congruity, which implies that transportation company
practitioners should improve customer functional congruity based on the brand personality. How-
ever, this research has some limitations. It was conducted during the COVID-19 pandemic in
Indonesia and did not conduct research on the pre-pandemic situation, it does not consider the
composition of the respondents, and only researched Jaklingko’s mode of transportation
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ABSTRACT: This study aimed to determine the effect of government support on entrepreneurs’
success in the context of MSEs in Surabaya. Many factors may encourage the success of
entrepreneurs; one of which is government support. This explanatory study used a quantitative
approach, and the primary data used in this research were collected using a questionnaire. The
population of this study was MSEs registered with the Department of Commerce and Industry
of Surabaya City within three industrial categories (culinary, fashion, and craft), comprising 263
MSE:s in total. The census method was used to determine the population. The analysis was carried
out using SEM (structural equation modeling) with IBM SPSS AMOS 20.0 software. The results
show that the support of the Surabaya city government failed to encourage entrepreneurial success
in MSEs, despite the implementation of its standard coaching program named ‘“Pahlawan Ekonomi
and Pejuang Muda.”
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1 INTRODUCTION

Since the early 1990s, entrepreneurship has been promoted by the government and is considered a
crucial factor in increasing economic growth. Entrepreneurs are often portrayed as heroic figures
who save the economy’s life (Olaison & Serensen 2014). Measuring the success/performance of
MSEs is not easy. The indicators for the success of micro, small, and medium enterprises are yet
to be standardized. Each researcher used different measurements. Some measured success on the
basis of company financial performance (Chowdhury 2013), but Perren (2000) suggested using
non-financial measurements. Taormina and Sammi (2007), for example, linked entrepreneurial
success to sustainable business operations (a minimum of three years).

Government support is one of the factors that can encourage the success of an entrepreneur. The
research by Garg and Phaahla (2018) shows that government policies and support are the main
aspects that support the success of MSEs and are positively related to business performance. This
research focused on the city regulations/policies as a form of government support. The Surabaya
City government in particular has introduced a unique policy for the development of micro, small
and medium businesses, named the “Pahlawan Ekonomi dan pejuang Muda” program, hereinafter
translated into Economic Heroes and Young Fighters Program’. The unique program belonging
exclusively to the Surabaya City government aimed to improve the welfare of micro and small
entrepreneurs and alleviate poverty in the city of Surabaya.

The number of micro, small and medium enterprises (MSMESs) in Indonesia increases by 1
million annually. In eight years (2011-2018), MSMEs made up 99% of all businesses, provided 89%
ofjobs in the private sector, and contributed 60% of the country’s GDP. (www.kemenkopukm.go.id).
The Indonesian economy is dominated by three sub-sectors in the creative economy, namely the
culinary (41.69%), fashion (18.15%) sectors. These three sub-sectors were the largest contributors
to the gross domestic product (GDP) of Indonesia (www.bekraf.go.id). The development of MSMEs
in East Java also shows an increase. In 2012, the total number of MSMEs in East Java was 6,825,931.
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Of that figure, 6,533,694 were micro-scale informal businesses with limited assets, access, and
productivity, 261,827 were small-scale businesses, and the remaining 30,410 were medium-scale
businesses. Four years later, the number of MSMEs in East Java soared to 9,595,000, up by 46.77%,
and in 2018, it further increased to 9,782,262 (diskopukm.jatimprov.go.id). Despite the growth of
the number of MSMEs in East Java, most MSMESs were still running in the informal sector, with no
exactly known number of informal entrepreneurs involved. Surabaya City government’s goals are
to improve the community welfare through various MSEs policies and programs and to alleviate
poverty and famine. As such, in 2010, The Surabaya City government, then led by Surabaya
City Mayor Tri Rismaharini, initiated a program named the Economic Heroes and Young Fighters
program for these purposes.

In the beginning, there were only 89 MSEs participating in the program, but in the following
year this figure increased to 759. In each year from 2012 to November 2019 the number of MSEs
joining the program was 861; 1848; 2640; 3,320; 5,000; 8656; 10,680, and 12,464, respectively.
The constant increase in the number of MSEs indicates that the Surabaya City government’s Eco-
nomic Heroes and Young Fighters program has met its target. This success of the Surabaya City’s
government in meeting its target is also indicated by the decrease in the number of poor people
in the city of Surabaya (i.e., in 2010, the number of poor people in Surabaya was 195.7 thousand,
and this number decreased to 130.55 thousand in 2019) (www.bps.go.id). Most successful MSEs
are under the intensive guidance and monitoring of the Surabaya City government in collaboration
with the Department of Commerce and Industry of Surabaya City.

2 LITERATURE REVIEW

The definition of MSMESs in Indonesia is clearly stated in Government Regulation No. 7 of - 2021
on the convenience, protection, and empowerment of cooperatives and micro, small, and medium
enterprises. Based on the policies, working capital criteria for micro businesses is maximum 1
billion, and for small businesses it is >1 billion to 5 billion. Revenue category per year for micro
businesses is maximum 2 billion, and it is 2—15 billion for small businesses (www.depkop.go.id).

Robbins and Judge (2017) stated that “entrepreneurship is the process of starting new businesses,
generally in response to opportunities.” In support of the definition above, Schermerhorn and
Bachrach (2015) described entrepreneurship as “strategic thinking and risk-taking behavior that
results in creating new opportunities.” Yukl and Gardner (2020) defined an entrepreneur as “one who
creates a new business in the face of risk and uncertainty to achieve profit and growth by identifying
opportunities and assembling the necessary resources to capitalize on those opportunities.” Based
on the various definitions above, it can be concluded that entrepreneurs can see opportunities to
pursue profit by creating a business, managing and utilizing the resources they have, and having
the will to take risks. Even the ability to innovate (create products/services) is a new requirement
for an entrepreneur.

There is no universal agreement on entrepreneurial success measurement. Every entrepreneur has
a different criterion. Entrepreneur success can be measured through (1) tangible criteria (monetary
criteria) such as profitability, sustainability, personal wealth creation, revenue or company growth,
and turnover (Amit et al. 2003; Perren 1999, 2000) and (2) non-monetary criteria such as consumer
satisfaction, personal development, and personal achievement (Ostgaard & Birley 1996). The
criteria should be adjusted to the unit of analysis used, whether it be at the organizational level or the
MSE level. Using the financial criteria for measuring micro and small business performance comes
with various weaknesses, such as non-standardized financial statements and differing calculations
for each financial indicator used. Therefore, financial indicators are not appropriate for micro
and small business scales because micro and small businesses have minimal/no financial reports.
Lekovi¢ and Mari¢ (2015) suggested using non-financial criteria.

Most governments in the world focus on supporting the development of the MSE sector to create
economic stability (Jasra et al. 2011). MSE growth is hampered directly or indirectly by a series
of central and local government policies. The research conducted by Ramananda and Rahman
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(2012) shows that government support in policies related to MSEs will determine the success of
entrepreneurs (Genty et al. 2015). Garg and Phaahla (2018) concluded that government policies
and various government supports are the main aspects that support the success of MSEs and are
positively related to business performance. This research focused on Surabaya City government’s
regulations/policies as a form of government support. One of such regulations is the Economic
Heroes and Young Fighters program that was intended to empower MSEs through various training
programs, mentoring, and information related to licensing and entrepreneurship events. Based on
the explanation above, the following hypothesis is proposed: H1: government support positively
affects entrepreneur success.

3 METHODS

This study used a quantitative approach and an explanatory research design. Primary data were
collected using a questionnaire. The population in this study was MSEs registered with the Depart-
ment of Commerce and Industry of Surabaya City in three industrial categories (culinary, fashion,
and crafts). The target population was MSEs that had survived for at least three years. There were
263 MSEs included as the target population, and all of them were used as respondents (census
approach). The data analysis was conducted using Structural Equation Model (SEM) with IBM
SPSS AMOS 20.0 software.

4 RESULTS AND DISCUSSION

Hypothesis testing was carried out to evaluate the relationship between variables as explained
through the proposed hypothesis. It means that the hypothesis is not supported. Evaluation of
influence was determined by the significance and direction of influence between variables. The
hypothesis would be declared supported if it had the same direction of influence as the test results
and if it demonstrated a significance as shown by a C.R. greater than 1.96 or a p-value less than 0.05.
The test results show that the value (p =0.088) is significant at 5%. The score means that government
supports did not affect entrepreneur success. In this research, government support referred to the
support from Surabaya City government. The results of this study are not in line with those of
several previous studies, including one conducted by (Mazzarol 2003) which concluded that the
government’s legality-related role played a dominant role in MSEs’ survival and growth.

This research’s results are not in line with the claims of the Surabaya City government about the
success of the MSEs program. The Surabaya City government claimed that the Economic Heroes
and Young Fighter programs was able to reduce the poverty line and the number of poor people in
Surabaya. The poverty rate in Surabaya per se decreased from 7.07% in 2010 to 4.51% in 2019.
The poverty line decreased from Rp. 282,528 in 2010 to Rp. 567,474 in 2019, whereas, the number
of poor people decreased from 195.7 thousand in 2010 to 130.55 thousand in 2019 (BPS, Surabaya
2019) (Putra et al. 2020). The results of Itching’s (2006) research revealed that government support
through regulations has direct and indirect influences on the performance/success of MSEs, either
with or without the awareness of the entrepreneurs. All regulations affect the performance/success
of MSEs, but it will be up to the MSEs whether they would exploit the regulatory opportunities
or not. Regulations have no impact on MSEs unless the MSEs make changes in behavior as a
response to those regulations. This study shows that, although the Surabaya City government had
implemented various regulations in the form of work programs that supported the development
of MSEs, the outcomes had not been able to accelerate and increase the success of MSEs in
Surabaya. MSEs awareness to participate in the various work programs initiated by the Surabaya
City government needs to be increased. Although the Surabaya City government had implemented
various rewards and punishments to the MSEs that it assisted, the awareness of the MSEs to make
various changes towards progress was still at a minimum because of the range of constraints faced
by the MSEs, such as low HR competence, low motivation, greater focus on material assistance
and financial limitations.

74



5 CONCLUSIONS, RECOMMENDATIONS, AND LIMITATIONS

The results show that government support did not affect entrepreneurial success in MSEs in
Surabaya, even though various efforts have been made through development programs. Several
suggestions thus are offered accordingly: (1) information related to MSEs, MSE development
programs, and various MSEs events should be disseminated to entrepreneurs through MSEs com-
munity leaders in each sub-district in Surabaya; (2) coaching programs should be based on needs
assessments on MSEs to determine the real needs of the MSEs for coaching programs’ greater
relevance to MSEs’ needs; and (3) the Surabaya City government should evaluate the regulations
pertaining to MSEs and its coaching programs to know which ones are effective and which are not
for future improvements. There are several limitations in this study: (1) this research was conducted
during the COVID-19 pandemic, during which business conditions did not run as usual, while all
government regulations were issued before the pandemic occurred so that the application in the
field was somewhat different; and (2) this study only used data on MSEs that were recorded in the
Department of Commerce and Industry of Surabaya City, so many MSEs that met the criteria were
not included in the sample.
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Waste reduction in the production process of Urea 1A plant of PT
Petrokimia Gresik with applications of FMEA and root cause analysis

F. Wicaksono
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ABSTRACT: Urea 1A plant is one of the fertilizer plants owned by PT Petrokimia Gresik which
began operating in 1994. This research discusses efforts to reduce waste in the production process
of urea fertilizer by making an identification of waste, conducting root cause analysis, and making
FMEA. Through data collection and processing, interviews with expert employees at Urea 1A
plant, as well as comparing reference activities and actual activities, t was shown that waste occurs
in energy and steam consumption. Reducing its waste means Urea 1A Plant will be able to compete
with competitors in the world market of urea.

1 PRELIMINARY

Urea 1A plant began operating in 1994. Toyo Engineering Corporation (Toyo) of Japan provided
the license process technology for the Urea 1 A plant. Urea is one of PT Petrokimia Gresik’s primary
products, which is made from the reaction of ammonia (NHj) and carbon dioxide (CO,). In terms of
waste, the Urea 1A plant has an issue. The plant’s steam consumption is too high. We may notice the
location of waste, the amount of wastes, the solution of the waste, and the recommended activities
by performing this research. It can be an excellent solution to the problem of waste reduction,
especially for steam consumption, provided numerous recommendations and modifications are
made, such as replacing the rotor and installing a simple pipeline.

2 LITERATURE REVIEW

2.1 FMEA (Failure Mode and Effect Analysis)

FMEA is a process for systematically mapping the system’s failure modes, effects, and causes. In
general, FMEA is carried out through a team consisting of several people with different scientific
backgrounds (Peeters et al. 2018). The FMEA method starts by identifying each element, assembly,
or process and writing down each potential failure, as well as the cause and consequence of each
failure. The risk associated with each identification will be determined and assessed using the
Risk Priority Number (RPN). The RPN is calculated by multiplying severity, occurrence, and
detectability (Thomas Pyzdek & Paul Keller 2010). Severity (SEV) is a metric that indicates the
severity of a situation in the event of a failure with the repercussions described in the Failure Effect.
Occurrence (OCC) indicates how often the failure’s cause is to occur. The Detectability (DET)
indicator indicates how probable the existing system is to detect the cause.

Root cause analysis is a problem-solving method that entails looking into the source of a problem
or discrepancy. In its most basic form, root cause analysis is a tool for determining what, how, and
why an event occurred. One method to find the root cause of the problem is the 5-Whys approach
(Perry & Mehltretter 2018). The 5-Whys method is a style of questioning that is used to investigate
reasons.

Similar research has been conducted at PT Petrokimia Gresik for the aluminum fluoride plant
(Hari Chairul Suhud 2019) and coal utility plant (Rosyid Ridlo 2020). Results showed that FMEA
and the Root Cause Analysis method could help to reduce waste by more than IDR 60 million/day
at PT Petrokimia Gresik.
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3 DATA ANALYSIS AND RESULT

The 5-Whys tool was used to compile the cause analysis in this investigation. The researcher
conducted direct observations and discussions with users while developing the 5-Whys table:

Table 1. 5-Why’s analysis.
Waste Why 1 Why 2 Why 3 Why 4 Why 5
19.86 kg/hr of ~ Temperature Less reaction in  Saturated steam There are inert There is syngas
condensate is bottom stripper thetubesidedue in shell side gases contamination
discharged very low to low tempera- condenses contamination from ammonia
from stripper ture in steam plant
system
Steam Steam Vacuum Load of Performance of
consumption of consumption of pressure in condensing HP and LP stage
Urea 1A plant GT101 too EA104 too high steam GT101 decrease
too high high too high
0.676 ton/hr of 76 of 125 steam 76 of steam

steam loss from
steam trap due
to leakage

traps are not
well performed

traps need to
repair or replace

After finding the root cause of the problem of waste at the Urea 1A plant, we need to perform
failure mode and effect analysis (FMEA). To determine the value of occurrence, severity, and
detection, a questionnaire was distributed to three employees with a minimum position of superin-
tendent. The questionnaire was complemented by interviewing and brainstorming. The results are
shown in Table 2.

Table 2. Value of SEV, OCC, DET, and RPN.

Waste Root cause SEV 0CC DET RPN
19.86 kg/hr of condensate There is syngas 5.3333 8.3333 3.6667 163
is discharged from contamination from

stripper ammonia plant

Steam consumption of Performance of HP and LP 6.3333 9 3 171
Urea 1A plant too high stage GT101 decrease

0.676 ton/hr of steam loss 76 of steam traps need to 1.6667 6.3333 2.3333 24.63
from steam trap due to repair or replace

leakage

Total RPN 358.6
Average of RPN 119.5

We may then determine the critical risk based on the value of the risk priority number in Table
2. If the RPN value of a risk exceeds the critical value, it is classified as a critical risk. The average
RPN value of all risks is used to get the crucial RPN value. Based on the critical value of the RPN
above, two critical risks are obtained. The RPN value of the eight risks is greater than 119.51,
which is considered a critical RPN number.
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In addition, as shown in Table 3, an FMEA worksheet is created to identify the failure effect and
recommended actions that can be implemented to reduce waste in the Urea 1A plant.

Table 3. FMEA worksheet.

Waste

Root
Cause

Effect of
Root Cause

Recommended
Actions

19.86 kg/hr of
condensate is
discharged from
stripper

Steam consumption of
Urea 1A plant too high

There is syngas
contamination from
ammonia plant

Performance of HP
and LP stage GT101
decrease

Due to syngas
composition is inert
gas, heat transfer will
be decreased and
condensation will be
occurred

Effectiveness of rotor
decrease and steam
consumption will be
increase

-Repair the source of
contamination at
ammonia plant
-Make a new recovery
pipeline from drain
stripper into steam
drum

-Make vent pipe at
pipeline to discharge
inert gas

-Prepare new rotor
turbine for LP and
HP stage at next turn
around

4 CONCLUSIONS

From the data analysis above, we can see that

1. There are three activities that produced waste.
a. 19.86 kg/hr of condensate is discharged from stripper
b. Steam consumption of Urea 1A plant too high
c. 0.676 ton/hr of steam loss from steam trap due to leakage
2. Based on the analysis of the root causes of the problem with FMEA/Risk Priority Number
assessment, there are two critical risk causal factors that should receive management attention,
namely:
a. There is syngas contamination from ammonia plant
b. Performance of HP and LP stage GT101 decrease
3. There four recommended actions to reduce waste in Urea 1A plant:
a. Repair the source of contamination at ammonia plant
b. Make a new recovery pipeline from drain stripper into steam drum
c. Make vent pipe at pipeline to discharge inert gas
d. Prepare new rotor turbine for LP and HP stage at next turn around
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ABSTRACT: Production and maintenance can run well if the process of planning and controlling
spare part inventory is executed correctly. In fulfilling the inventory, the delay in supplying spare
parts does not only cause operational and financial risks, but also triggers a legal risk. Based on
the Pareto chart data taken from ERP SAP since 2016, the procurement cycle time of goods in PT.
Petrokimia Gresik has been below the target and user expectations. The realization of the average
cycle time for the procurement process (PR-PO) is 71 days, longer than the agreed standard cycle
time of 42 days. Thus, this research was conducted to analyze the dominant causal factors using
the Lean Six Sigma and MAFMA methods. The observation adopts the DMAIC stages by using
a waste questionnaire distributed to related-function experts and root cause analysis (RCA). The
finding of this research is used as a reference for improvement by managers.

1 INTRODUCTION

Indonesia is an agricultural country, where most of the population works as farmers amount-
ing 35 million people (Indonesian Ministry of Agriculture 2020a). Central Statistics Agency
(BPS) reported that Indonesia has an agricultural land area of 7.4 million hectares, resulting high
demands of subsidized fertilizers reaching 13 million tons in 2020. Commodities grown in Indone-
sia are diverse that consist food, horticulture, and plantations subsectors (Indonesian Ministry of
Agriculture 2020b). Thus, the type of fertilizer needed by farmers will also vary.

PT Petrokimia Gresik is the most versatile fertilizer company and a state-owned enterprises
(BUMN) in the fertilizer industry in Indonesia, hence, the company is obliged to produce and dis-
tribute subsidies. The company’s 2019 performance report shows that current sales of PT Petrokimia
Gresik consisted of 88% of subsidized fertilizers and 12% of non-subsidized fertilizers. However,
since 2019, the government has been reducing the allocation of subsidized fertilizers from 9.55
million tons to 8.87 million tons, and in 2020, it also dropped to 7.94 million tons. This decrease
is a warning that the government might revoke fertilizer subsidies completely , so the companies
must be ready to compete in the non-subsidized fertilizer market.

PT Petrokimia Gresik has a procurement unit tasked to provide spare parts and non-spare parts
to support the production and marketing of subsidized and non-subsidized fertilizers. Thus, the
company should prepare all organizational components to meet the demands of the changing busi-
ness environment and maintain company’s performance by analyzing the procurement management
ability. Hence, minimizing the risks due to delays in supplying spare parts at PT Petrokimia Gresik
is important. Consequently, the reliability, effectiveness, and speed of the procurement cycle time
carried out by the planner/buyer team are crucial and highly demanded by the user as an internal
customer.

Based on the historical transaction data in SAP ERP, the realization of the average cycle time
of the fast-moving spare part procurement process takes 71 days, longer than the agreed standard
cycle time of 42 days, which might hamper factory maintenance activities. So, this research seeks
(1) to analyze the dominant causal factors affecting the speed and reliability of the procurement
cycle time for the issuance of quality purchase orders (PO) and (2) to compile recommendations
for improvement without compromising the compliance principle with applicable regulations.
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2 LITERATURE REVIEW

The Lean Six Sigma method has been widely recognized as one of the systematic methods in
solving problems using statistical approach techniques to improve business process performance.
It is a combination of lean manufacturing and Six Sigma methods. Lean manufacturing is a method
to simplify a system by reducing or eliminating existing waste (Suparno et al. 2021). Eliminating
waste is done by grouping value-added activities and non-value-added activities. Additionally,
according to Kholil et al. (2021), there are seven waste activities in lean manufacturing, namely:
(1) waiting; (2) overproduction; (3) defect; (4) motion; (5) inventory; (6) over-processing; and
(7) transportation. The Six Sigma method uses a five-stage problem-solving structure known as
Define, Measure, Analyze, Improve, and Control (DMAIC). DMAIC stages can be used for a
Lean Six Sigma approach, or by combining the stages in lean manufacturing and Six Sigma as
a problem-solving method (Alexander et al. 2019). The use of Six Sigma can help companies to
reduce cycle time, lower ordering costs, and produce better quality (Nascimento et al. 2020).

An overall description of the system and the value stream of a business process is needed to
make it easier to identify the process to be improved. Value stream mapping (VSM) is known as
big picture mapping used to describe a whole system with the value streams in it (Suparno et al.
2021). Procurement process activities can be more visualized using VSM by conducting current
stream mapping to identify waste, cycle time, and reduce costs for the organization by reducing
non-value-added activities and increasing value-added activities (Kumar et al. 2020). VSM analysis
can be done with a value stream analysis tool (VALSAT) to reduce waste in the production process
(Kholil et al. 2021). The root cause analysis (RCA) method is used to find the root cause of a
problem, the technique is needed to identify, analyze, sort, and categorize the main causes of a
problem (Sweis et al. 2019). In addition, measuring the dominant causal factors requires aspects
to be considered, including analyzing risks by taking into account the cost of loss, frequency of
occurrence, as well as ability to detect risk and severity; meaning that a multi attribute failure mode
analysis (MAFMA) approach is required. MAFMA is a combination method of failure mode effect
analysis (FMEA) and analytic hierarchy process (AHP) methods (Ekawati et al. 2019). MAFMA
was developed from the FMEA method by adding economic factors, such as cost aspects, and
analyzing the consequences of failure on costs (Santoso et al. 2018).

3 METHODOLOGY

This research employs a quantitative approach as it seeks to systematically identify problems with
the phenomenon of the procurement process by collecting data measured using statistical methods.
In this research, primary data and secondary data were used. Primary data were obtained from a
waste questionnaire where the respondents are experts involved in the process of procuring goods,
including buyers, users, planners, material analysts, and representatives from the management
and other functions. Meanwhile, secondary data is the existing data available within the company
(Sreejesh et al. 2013). Secondary data used in this study is the transaction data for PO issuance from
the SAP system, such as the type of commodity goods, procurement value, procurement method,
procurement cycle time, delivery time, and other relevant data required for analysis purposes.
Based on these characteristics, this research aims to analyze the dominant causal factors and
recommendations for improvement to increase the speed and reliability of the procurement cycle
time for the issuance of quality PO using the Lean Six Sigma approach.

4 RESULT AND DISCUSSION

This research is structured according to the stages of DMAIC (Smg¢tkowska & Mrugalska 2018).
Starting with the Define stage, the research is focused on identifying problems using the Pareto chart
approach. The Pareto principle proposes an 80/20 rule, which states that 80% of quality problems
in a product are 20% caused by production failure (Saputra & Santoso 2021). The mapping of the
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procurement business process was carried out with the VSM approach to obtain a clear picture of
the information flow and physical flow of the observed company (Kumar et al. 2020). Afterward,
the Measure phase begins by collecting initial information through waste questionnaires with the
buyer team, users, management representatives, and other stakeholders as the respondents. From
the results, the three types of waste that are the most dominant with the largest average score are
as follows:

1. Waiting, waste that occurs because several purchase requisitions (PR) must wait to be processed
by the buyer. The indication can be seen from the high number of work backlogs (PR-in process).

2. Overproduction, waste occurs due to the longer process steps or require more resources than
they should be. The indication can be seen from the relatively low PO value ratio and the same
input data is repeated in several types.

3. Defects, waste that occurs due to defects or failure of the procurement process caused by poor
quality PR or PO. The indications can be seen from the high number of reworks in the form of
PR replacements and PO revisions.

The Analyze phase is to analyze the dominant waste and look for the causes of the waste using
VALSAT, RCA, and MAFMA. The VALSAT results showed that process activity mapping has the
highest total weight. Process activity mapping will provide an overview of the physical flow and
information, as well as the time required for each activity (Ma’ruf et al. 2021). Furthermore, the
root of the problems that occur is analyzed using the RCA method. To find the root of this problem,
according to Sweis et al. (2019), the Five-Why method is used as listed below:

. Cause A: there is no standardization of owner estimate preparation form

. Cause B: making PR for the same item repeatedly

. Cause C: there is no standardized time for sending PR to buyers

. Cause D: auction process, bid evaluation, and negotiation takes a long time because of the same
and repeated materials

. Cause E: a limited number of planners and buyer personnel

6. Cause F: material specifications that are still general and lacking in detail

AW N =

W

After knowing the cause of the waste, the calculation and analysis were carried out using the
MAFMA method by integrating four factors, namely the chance of failure (occurrence), detection,
severity, and the expected cost. Incurred costs due to failure were calculated by qualitative pairwise
comparison using the AHP approach (Santoso et al. 2018).

The MAFMA analysis results revealed a potential cause of failure (Cause D) with an alternative
weight value and the highest cost, thus, it requires more attention. Next, the Improve phase was
carried out to produce alternative solutions for the root problems. Prioritizing the solution by
determining the future state needed to be achieved. Lastly, the Control phase was carried out
through various activities: making control plans, measuring results, and managing changes.

5 CONCLUSION

In this study, feedback and solutions were obtained from the Senior Vice President of Procurement,
Vice President of Planning and Receipt of Goods/Services, and Vice President of Procurement of
Goods. Based on the VALSAT data, there are three highest waste rankings: waiting, overproduction,
and defects. According to the results of the analysis and management’s direction, recommendations
for improvement were obtained to standardize the procedure for making pricelist contracts for fast-
moving materials, which is the best-recommended solution and has a positive impact both in terms
of cycle time and cost. This is in line with the savings in PR-PO cycle time. The pricelist contract
also provides a special route for PT Petrokimia Gresik to provide a contract with the quantity of
demanded goods adjusted to the needs and capacity of the warehouse and can be carried out in a
faster time and at a fixed price according to the agreed period. After the pricelist contract is given
to the supplier of goods, the procurement process will become simpler and standardized without
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going through the auction process, bid evaluation, and repeated negotiations for the same material,
resulting in the procurement of high-quality goods and time efficiency. A faster procurement
process and less administrative work will result in cost savings for both government and goods
providers, since cost-savings occur due to lower administrative costs (less time and manpower) and
lower procurement costs.
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ABSTRACT: The resilience of business entities is tested during crisis since the market’s high
volatility forces entrepreneurs to implement the right business strategy. Furthermore, it requires
adaptability and the application of shaping strategies. Market shaping is considered to be the
right strategy in every critical period. Based on this framework, every business entity is required to
quickly evaluate the value proposition offered and should be compared with rapidly and significantly
changing market conditions. The perspective of the crisis is not tied to the scale of the obstacles
or threats but as a turning point in opening up new opportunities. Collectively, each entity should
succeed in market-shaping as a strategy designed to and enable growth in the market.

1 INTRODUCTION

The COVID-19 pandemic is a turning point for all entrepreneurs since global economic activities are
affected. Several business activities stopped instantly, and the economy grew negatively in almost
all countries. The “Black Swan” effect immediately causes many business failures for Micro, Small,
and Medium Enterprises (MSMEs) and Multinational Companies. The pandemic has widened the
gap in economic performance between countries and between sectors, causing long-term damage
to jobs and living standards (OECD). It is estimated that more than $90 trillion of the global
economy has been used to treat the COVID-19 pandemic (The Congressional Research Service
2020), and half a million companies are at risk of collapse. The crisis had more impact than any
other extraordinary event in this century.

“Never Let a Good Crisis Go To Waste” Niccolo Machiavelli, Winston Churchill.

The statement of Niccolo Machiavelli and Winston Churchill is wisdom that many believe, never
to waste a crisis. The positive opinion is that the crisis can be utilized to determine and correct minor
weaknesses in the organization or make a dramatic change to the company’s business model. The
crisis becomes a facilitator to improve the company’s performance beyond expectations, especially
in terms of the network and the market (Nenonen & Storbacka 2020). This study determines the
struggles of businesses to survive in the face of crisis. The activity can inspire other industry
players to continue running market mechanisms and realize people’s welfare. The sustainability of
a business entity depends on creating a competitive advantage over competitors.

The Indonesian MSME Association (Akumindo) stated explicitly that Indonesia Coffee Industry
will survive while challenging economic conditions. This is because it relies on raw materials that
can be supplied independently. The Global Agricultural Information Network shows that Indonesia’s
coffee consumption reached 370,000 tons in 2019. Meanwhile, the International Coffee Associa-
tion (ICA) reported that coffee consumption can still significantly increase. This considered that
Indonesia is the fourth largest coffee producing country globally, with total production reaching
742,000 tons per year (Ministry of Industry). Furthermore, Toffin reported in Indonesia Coffee
Trend 2020 that there was an increase in the number of shops in Indonesia by 300% in four years
from 2016 to 2019.

Therefore, this study focuses on the strategy of the coffee industry in dealing with the COVID-19
pandemic crisis related to the context of market-shaping. The phenomenon can be found in various
terminologies of different marketing literature, such as market-driving strategies, proactive market

DOI 10.1201/9781003295952-22 83


http://www.taylorfrancis.com

orientation, and market innovation. However, the ideas related to shaping, molding, or managing
market evolution have been around without a systematic process due to limitations in empirical
studies related to market-shaping (Nenonen et al. 2020). Therefore, this study provides empirical
evidence to contribute widely to the development of the business and academic world.

2 LITERATURE REVIEW

2.1 PESTEL & PORTER Analysis

The industry is part of a larger ecosystem, influenced by various environmental factors that directly
or indirectly drive changes in the industry. The industry’s external environment includes politi-
cal, economic, socio-cultural factors, technological developments, ecology, and applicable laws
and regulations. Each factor contributes to the industry or company’s decision-making process
to maintain its business continuity. The PESTEL framework can be used to analyze the exter-
nal environment of companies and industries that can impact the sustainability of their competitive
advantage to mitigate threats and increase opportunities. Rothaermel stated that the PESTEL Model
can scan, monitor, and evaluate essential factors from the external environment and trends that
impact companies and industries appropriately.

Various factors need to be considered to implement the concerning principle. Therefore, internal
analysis is carried out to determine its strength and industry, especially in realizing its profitability
potential and knowing its strategic position in business competition. The analysis of the industry’s
internal factors is based on Porter’s Five Forces model, which can assist the analysis process based
on competitive advantage for industry sustainability: the threat of entry, power of suppliers, power
of buyers, the threat of substitutes, and rivalry among existing firms.

2.2 Market-Shaping

Crisis gives a huge change on economic activities, hence it is considered the best time to shape the
market. Some views suggest that markets are socially constructed arenas that function as complex,
adaptive systems endogenously generated through the practices of embedded actors (Nenonen
2019).

Market-shaping involves a series of company activities to increase competitiveness and create
new opportunities (Gavetti et al. 2017; Nenonen et al. 2019; Porter 1996). This strategy can
increase company competitiveness and performance (Brege & Kindstorm 2020). Furthermore, it
is crucial for achieving a competitive advantage (Humphreys & Carpenter 2018; Jaworski et al.
2020; Kindstrom et al. 2018). Therefore, the company should be able to direct change and manage
the market as a channel to realize its goals in the formation process (Kjellberg et al. 2015; Kjellberg
& Helgesson 2007; Mele et al. 2015).

The shaping of the market goes beyond incremental changes occurring through competition.
Instead, it creates new opportunities that connect resources to various stakeholders to increase
value creation. Value creation can occur when resources are realized in novel ways, and the key is
the ability to create, access, deploy, combine, and exchange them. In conclusion, market-shaping
engages companies in finding potential value that connects intra and inter stakeholder resources.
Additionally, it changes market characteristics to enable the formation of new resources linkage
and mobilizes relevant stakeholders to free up resources for new uses.

The core content as the leading actor of the value proposition of market-shaping is the optimiza-
tion of integrated resources and their support systems. From these characteristics, it is expected that
there will be changes in market elements of products and prices, customers and their consumption
patterns, channels, supplier networks, representations, and also applicable norms. Furthermore,
it triggers a complete change to the market system in the form of significant economic activity,
market system growth, and logical changes in institutions (Nenonen & Storbacka 2019).

Based on an analysis of the implementation objectives of a market-shaping strategy related to
competitive advantage, Flaig et al. (2021) described the concept of a two-dimensional framework
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and four configurations of the results. Two dimensions refer to the ability of market actors to view
and analyze the market and the strategic aims and objectives of the actors, which will influence the
direction and methods used. In contrast, the four market configurations resulting from the market-
shaping process are divided into two major groups: Offensive Market-Shaping Strategy (Market
Widening and Market Disruption) and Defensive Market-Shaping Strategy (Market Maintenance
and Market Reduction). Each strategy has a clear outcome and shows how the “plastic” charac-
teristics of the market stand out. Furthermore, the outcomes are a configuration to stabilize the
market, the results of the management, efforts to move from a stable condition, and the potential
to lead the market to a state of disruption (Fligstein 1996; Kjellberg et al. 2015)

3 METHODS

This qualitative research is a case study involving farmers, processors, roasters, and coffee shops,
with an experimental research design. The data were collected through literature and field studies,
especially in-depth interviews by asking two questions using how and why. (1) How did your
company’s industry manage before and during the pandemic, and how did you deal with these
conditions? (2) Why did you choose these steps to deal with the pandemic? An atmosphere of
interpersonal conversation is needed with an adaptive, open, and accessible process to get accurate
results. Therefore, questions are not limited by specific requests for data to obtain the broadest
possible data with an in-depth understanding.

4 RESULTS

Optimization of integrated resources and their supporting systems is the key to efficiency and
effectiveness in running a business. As a result, various changes were conducted without reducing
the value of the overall product delivered to the public. Meanwhile, product modification and devel-
opment is the key to success. The coffee industry distribution chain model is successful because
the integration between the two roles of efficiency and flexibility in development and innovation
is not limited by the existing cost structure. In addition, the use of digital distribution channels
has succeeded in eliminating the boundaries between separate spaces due to the implementation of
lockdown policies.

Impressions can be more resonant and paradoxical with various features from the digital world,
resulting in a more immersive experience for consumers.

The coffee industry players in the upstream sector implement a defensive market-shaping strat-
egy that produces a market outcome in the form of market resilience which is characterized by:
strengthening the quality of the production process, strengthening networks with the downstream
sector, strengthening community/farmer groups, and empowering relations with the government.

The coffee industry players in the downstream sector implement offensive market-shaping strate-
gies, which results in market outcomes in the form of market growth which are characterized
by: standardization of product quality, creating value in the form of new experiences for con-
sumers, developing digital market structures, and strengthening the role of associations with the
transformation.

5 CONCLUSIONS

The industry’s sustainability depends on all the actors and the distribution chain, which are influ-
enced by internal and external factors within the industry. Based on the study, it is established
that the distribution chain model is the most appropriate model for the condition of the Indonesian
coffee industry dominated by MSMEs. Therefore, business actors who carry out roles based on
the distribution chain model can survive in the industry, especially during times of crisis. They
must be sensitive to changes in the external and internal environment of the industry so that they
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can immediately take appropriate steps to prevent potential problems and overcome problems that
arise as a result of these changes.

Business actors must identify and understand their business work systems to integrate all of their
resources as a support system in achieving competitive advantage. They must be moving forward
in rhythm to be able to change the direction and order of the market to give rise to their competitive
advantages. Optimization of resources will be amplified twice while the impact of potential risks
that will be faced can be minimized because they are divided. Collaboration with other business
actors is vital in dealing with the uncertainty of the significance of market fluctuations.
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ABSTRACT: This paper analyzes the capital structure of ASEAN-5 countries’ construction and
infrastructure transportations firms. The research derived results from a panel data model that
allows interaction between the firm’s leverage and another firm’s characteristics. Our findings
unveil that Profitability has a significant effect on leverage in Indonesia, Malaysia, Singapore, and
the Philippines. Tangibility has no significant effect on leverage. Size has a significant effect on
leverage in Malaysia, Thailand and the Philippines. Liquidity has no significant effect on leverage.
Net profit margin has a significant effect on leverage in Malaysia and the Philippines. Total asset
turnover has a significant effect on leverage in Indonesia. While for the ASEAN-5 scope in general,
Leverage is significantly influenced by Profitability and Total Asset Turnover.

1 INTRODUCTION

One of the major challenges faced by ASEAN is that the infrastructures need to sustain the economic
growth in the ASEAN region. In terms of infrastructure provision, the intensity of infrastructure
development among ASEAN countries is different. The ASEAN Economic Community (AEC)
determines the four pillars of the AEC: (i) the ASEAN region as a single market and production
base; (ii) competitiveness in ASEAN; (iii) equal development; and (iv) integrated global econ-
omy. In order to support the connectivity, each ASEAN country leader in 2010 agreed on the
Master Plan for ASEAN Connectivity (MPAC). This reflects that a well-connected ASEAN will
contribute towards a stronger and more competitive ASEAN (resilience). Through the developed
ASEAN connectivity, the production and distribution network in the ASEAN region will expand
and economically integrated.

ASEAN-5 consists of five countries: Indonesia, Singapore, Malaysia, the Philippines, and Thai-
land. These ASEAN-5 countries help each other in developing the infrastructure in their countries
and continue to cooperate in the construction and development of transportation infrastructure.
Most construction companies have a high financial leverage in their capital structure. In this
research, we identify and compare the capital structure of public listed construction companies and
transportation infrastructure. This research analyzes the influence/effect of financial performance
factors such as profitability, company size, tangibility, total asset turnover, net profit margin, and
liquidity on the capital structure (leverage).

2 LITERATURE REVIEW

There are some previous studies discussing topics related to capital structure analysis that have been
carried out with different data and results. Oktavianie (2012) showed that growth, profitability, and
liquidity have a significant negative effect on DER (debt to equity ratio), while the asset structure
and non-debt tax shield do not significantly affect the dependent variable. Febriminant (2012)
in his research showed that ROA and size negatively affect the dependent variable, debt to total
assets. NPM, sales and asset growth, is positively significant to the leverage in Serghiescu and
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Vaidean’s (2014) study in Romania. Determinant factors of the firm capital structure, profitability
and liquidity, have a significantly negative influence on the debt ratio. Size and asset turnover
significantly have a positive influence. Tangibility significantly has a negative influence on the
debt ratio variable. Hando, Anshu, and Sharma Kapil (2014) observed determinants of capital
structure in India. From the research, they concluded that profitability, growth, tangibility size, tax
rate, and debt service ratio significantly influence the dependent variable, which is total debt on
the capital structure.

3 METHODOLOGY

3.1 Sample design

The research design describes the research problems consisting of the framework, organization,
and configuration of the relationships between variables in the study and the investigation plan used
to obtain empirical evidence of these relationships. This research used descriptive and exploratory
research designs. In the research design, there were two classifications, namely explorative and
conclusive. The purpose of exploratory research is to investigate a problem to provide a better
understanding. Meanwhile, the descriptive research design is a research that provides a clear
statement about the problem being researched, has a specific hypothesis, and provides all the
necessary information in details.

This research employed the list of the construction and infrastructure transportation firms in
2011-2019 in Indonesia, Singapore, Thailand, the Philippines, and Malaysia. Leverage or debt
to equity ratio were employed as the capital structure indicator. Profitability was measured by
profitability to equity; firm size was measured by the natural logarithm of total asset; tangibility
was measured by fixed asset to total asset; net profit margin was measured by net income to sales
revenue; total asset turnover was measured by sales revenue to total asset. These variables were
collected from Eikon Thomson Reuters data stream.

3.2 Research Model

Referring to several reference journals, this research model is as illustrated below:
Leverage = a + B, Liquidity;—; + B, Net Profit Margin;,_; + B3 Tangibility;_; + B4 Size;_; +
Bs Total Asset Turnover;,_; + B¢ Profitability;,_; + &;

Remarks:

Leverage Ratio,, = Total Debt to Total Equity firm X in year t

Profitability;,_, = Net Income to Total Equity for firm Xinyeart — 1

Size;_y = Logarithm of Total Assets for firm X in yeart — 1

Tangibility;,_ = Non-Current Tangible Assets to Total Assets for firm Xin yeart — 1
Liquidity;,_Liquidity,_, = Current Asset to Current Liabilities for firm X in yeart — 1

Total Assets Turnover;;_; = Total Sales to Total Assets for firm X inyeart — 1

Net Profit Margin;,_, = Net Income to Sales Revenue for firm Xinyeart — 1

4 RESULTS

4.1 Results

As we have all the secondary data, first we conducted a model selection procedure for all five models
(Leverage for Indonesia, Singapore, Malaysia, Thailand and Philippines). The selection process
also considered the validity of the regression after facing the autocorrelation and heteroscedasticity
issue. As suggested by Schaffer and Stillman (2006), we tested for overidentifying to choose the
model with robust-cluster standard error. The research results are provided below.
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Table 1. Data panel regression results.
Country Indonesia Malaysia Thailand Filipina Singapore ASEAN-5
Variable Coeff.  Prob.  Coeff.  Prob.  Coeff. Prob. Coeff. Prob. Coeff. Prob. Coeff.  Prob.
Liquidity =~ —3.051 0.516 0.7 0223 0.525 0.886 0.0224  0.114 0.021 0.615 —0.011 0.651
NPM 0.065 0.887 0.438xx 0.031 2.49 0.634 —3.129 %% 0.045 0.191 0.567 —0.0125  0.957
Profitability —6.654 %% 0.024 —1.54 %+ 0.012 0.153 0319  3.494 %% 0.038 0.724 % xx 0 0.25 % %% 0
Size 0.569 0.136  0.5141 %% 0.027 1.09%% 0.021  1.368 %% 0 0.29 0.11 0.695 0.116
Tangibility —3.621 0.453 —0.956 0.244 —7.01 0.172 —0.0517 0.658 —1.597 0.135 —1.14 0.215
TATO 3.742 % %% 0.003 —0.105 0.658 —0.68 0.564  0.026 0.972  0.107 0.118  0.123 %% 0.041
c —8.007 0.48 —8.464 0.074—17.01 0.077—-25.154 0 —4.36 0.213 —11.833 0.186
R-squared  42.02% 19.46% 12.64% 54.66% 20.74% 4.72%
Model Fixed Fixed Pooled Fixed Pooled Fixed

Effect Effect Least Square Effect Least Square Effect

* ** and *** denote Probability (Prob.) significance at 10%, 5%, and 1% levels respectively.

From Table 1, we found Profitability has a significant effect on leverage in Indonesia, Malaysia,
Singapore, and the Philippines. The positive correlation indicates that the construction and infras-
tructure firms in Singapore and Philippines considering to use more external financing. And
negative correlation between Profitability and leverage in Indonesia and Malaysia indicates that the
firms in those two countries are considering to reduce external financing. Tangibility and Liquidity
has no significant effect on leverage. Size has a significant effect on leverage in Malaysia, Thailand
and the Philippines. From the size point of view, the positive relationship is the cause of increasing
capability to endure more risk as the firm’s getting bigger in size. Therefore, a firm with a bigger
size tends to increase leverage. Total asset turnover (TATO) has a significant effect on leverage
in Indonesia. The positive correlation of TATO indicates that the construction and infrastructure
firms in Indonesia tend to generate their income from total assets. Firms with bigger size need
bigger funding for their investment or capital expenditures by using external financing as another
alternative, beside internal financing. Net profit margin has a significant effect on leverage in
Malaysia and the Philippines. While for the ASEAN-5 scope in general, leverage is significantly
influenced by Profitability and Total Asset Turnover.

5 CONCLUSION

As the conclusion to this paper, we found that in construction companies and transportation infras-
tructure in ASEAN-5 countries: Profitability has a significant effect on leverage in Indonesia,
Malaysia, Singapore, and the Philippines. Tangibility has no significant effect on leverage. Size
has a significant effect on leverage in Malaysia, Thailand and the Philippines. Liquidity has no
significant effect on leverage. Net profit margin has a significant effect on leverage in Malaysia
and the Philippines. Total asset turnover has a significant effect on leverage in Indonesia. While
for the ASEAN-5 scope in general, leverage is significantly influenced by Profitability and Total
Asset Turnover. The interaction effects indicate that firms are considering external factors and
internal factors when deciding financial mix. The different effects may indicate a different man-
agerial approach for both firm types. It may also affect the policymakers on how to regulate the
different types of firms as they show a quite similar approach to capital structure decisions. For the
further studies, researchers may conduct research on similar companies starting from 2015 (5 years
difference), so that it can be used as a comparison to the capital structure. And for further studies
researchers may conduct comparative research on the capital structure of construction companies
and transportation infrastructure in countries such as the European Union, Asia Pacific, G-20, etc.
as comparisons.
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State ownership, soft-budget constraints, and cash holding: Empirical
studies on state owned enterprises in Indonesia

H. Premono & D.N. Danarsari
Faculty of Economics and Business, University of Indonesia

ABSTRACT: This paper examines the determinant factor of corporate cash holding level and
also focuses on the influence of state ownership and soft budget constraint on the cash holding
of Indonesia State Owned Enterprises (SOE) from 2015 to 2019. This study’s sample was non-
financial firms of SOE and selected with the purposive sampling method. This study applied
panel regression by combining data as cross-section and time series. The results show that net
working capital, leverage, firm size, and capital expenditure significantly affect Indonesia’s SOE
cash holding. This paper also examines and quantifies the cash holding level of state ownership
on SOE that dramatically decreases in line significantly with the percentage of state ownership.
This relation can be attributable to the soft-budget constraints (SBC) inherent in state ownership.
As majority shareholders, all SOE assist the government as development agents through various
programs run by the government, a condition very conducive for the SBC effect. However, the study
shows that the interaction between state ownership and bank loans are non-significantly correlated
on cash holding level. Therefore, it shows that SOE were able to maintain their cash level without
government intervention.

Keywords: Cash Holding; State Ownership; Soft Budget Constraints; Panel Regression.

1 INTRODUCTION

A company must be able to maintain the availability of cash to fulfill all operational needs, so it is
necessary to consider factors that can affect cash availability, including state ownership, net working
capital, leverage, firm size, capital expenditure, dividends, and GDP. These factors will influence
the policies to be taken by management to keep the level of cash holding. Cash holding is defined
as cash in hand or readily available, not only in the short term but also instrument investment
in the long term. In fact, cash holding can also describe the company’s financial management
motives and support future business planning, including in relation to corporate governance and
macroeconomic conditions as external factors (Ye 2018).

Figure 1 illustrates the mean cash holdings and state ownership over our sample in the SOE
period 2015-2019. It shows that in general there are positive correlations between state ownership
and cash holding. This study finds that the mean of state ownership of SOE dramatically decreased
from 90.34% in 2015 to 84.76% in 2019 and was in line with the decline of cash holding from
18.78% in 2015 to 10.75% in 2019. The level of cash holding in China’s public companies 2000—
2012 showed that a 10% reduction in state ownership would increase the cash holding rate by 55
million RMB (Megginson et al. 2014). Furthermore, companies that are not controlled by the state
have larger cash reserves than state-controlled companies in China. State ownership has a negative
effect on the level of corporate cash holding on issued privatized non-financial firms in Indonesia
2009-2013.

The purpose of this study is to examine the determinant factor of corporate cash holding levels
in Indonesia’s SOE and also contributes to the literature on the determinants of corporate cash
holding related on state-ownership, either to increase the limited research about the effect of state
ownership on corporate cash holding level or validate some of the findings of previous research on
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corporate cash holding. The high level of cash holding shows that the company’s cash has not been
optimized so that it can increase the opportunity cost of investment opportunities that can provide
additional benefits. Otherwise, a low level of cash holding can hinder the realization of company
goals and lose investment opportunities (Nhan & Ha 2016).

The second objective of this study is to find the interaction of state ownership and soft-budget
constraint to cash holding in Indonesia’s SOE. This paper examines the correlation between cash
holding and soft budget constraint through the interaction of state ownership and bank loans.
Kornai et al. (2003) divided the basic elements that can cause the soft budget constraint phe-
nomenon, namely the existence of BC-organizations (budget constraint, in this study SOE) and
S-organizations (supporting, in this case the government).

90.00% « = o - —
70.00%
50.00%
30.00%
[ - Y -
10.00% e ———
2015 2016 2017 2018 2019

=l \ean State Ownership
= \Mean Cash Holding

Year

Figure 1. State ownership and cash holdings in Indonesia SOE, 2015-2019. Cash holdings is cash ratio,
measured as cash and cash equivalents divided by total assets. State ownership is the percentage of total shares
owned by the state and managed by Ministry of SOE.

2 DATA

The data set is constructed from reports of SOE Ministry of Indonesia including privatization
and non-privatization SOE; financial data for all SOE in Indonesia consisted of balance sheets,
income statement, and cash flow. The financial data of SOE provided for the period 2015-2019
was through using purposive sampling method on 102 companies, except financial and insurance
SOE considering the limitation of regulations in its cash management.

Table 1. Descriptive statistics on the determinants of cash holding.

Variables N Min Max Mean Std. Deviation
State Ownership 102 50.00% 100.00% 90.34% 0.1697
Cash Holding 510 0.0000 0.7690 0.1521 0.1337
NWC 510 —1.7185 0.7743 0.0575 0.2266
Leverage 510 0.0000 13.4484 0.7261 1.1792
Firm Size 510 0.0000 9.2000 6.2008 1.5261
Capex 510 —0.5842 0.9036 0.0449 0.1417
Dividend 510 0.0000 1.0000 0.4922 0.5004
Bank Loan 510 0.0000 0.9470 0.2549 0.2408
GDP 510 4.9000 5.2000 5.0400 0.1000

The dependent variable is cash holding measured as cash plus cash equivalents over total assets.
State ownership is the fraction of shares owned by the state. NWC is current assets less cash and
equivalent minus current liabilities. Leverage is the ratio of total debt and total assets. Firm size is
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adjusted with log of total assets. Capex is capital expenditure, equal net investment in fixed assets.
Dividend is dummy. Bank Loans is net proceeds from bank borrowing, scaled by total assets.

3 DETERMINANTS OF CASH HOLDING AND SOFT-BUDGET CONSTRAINTS

3.1 Methodology

The quantitative statistical method used in this research is carried out by looking at the effect
of the company’s shareholder structure on the level of the company’s cash holding. In addition,
a regression analysis was conducted to determine the relationship between cash holding as the
dependent variable and the independent variables in the form of growth opportunities, leverage,
and firm size. Then, the population used in this research is non-finance companies of SOE. The
panel regression analysis model used in this study considered independent variables of cash holding
as follows:

Cash; =« + 8y NWC,; + B, LEVERAGE,, + 85 SIZE,, + B4 CAPEX,, + Bs Dividends,; +
:84 GDPnt + &n

The dependent variable, Cash;, is cash holdings measured as cash plus cash equivalents and short-
term investments in marketable securities (Megginson et al. 2014). However, there is concern that a
company’s reporting of short-term investments may be recorded outside of reported cash and cash
equivalents (Amess et al. 2015). Based on the model, t is denoted at the end of year, meanwhile i
describes the firm.

In the second part, a deeper analysis of cash holding on state ownership and the occurrence of
the soft budget constraint phenomenon was carried out by looking at the interaction between state
ownership and bank loans (Megginson et al. 2014) with the following research model:

Cash;, = y State;; + Bankloans;+ State;x Bankloans;; + 8, Xy, + o; + A, + &

3.2 Empirical results

The empirical results shows that regression analysis fulfills a few assumptions tests, that is nor-
mality, autocorrelation, multicollinearity, and heteroscedasticity. The regression result of variable
state ownership shows significantly positive cash holding, which is relevant to Chen et al. (2017).
Moreover NWC, leverage, firm size, and capex are negatively related to cash holding, which is
relevant to Ozkan and Ozkan (2014), Kim et al. (2011), Das (2015), and Abdioglu (2016).

Table 2. Multiple regression analysis.

Model (1) Model (2)
Variables Koefisien Prob. Koefisien Prob.
C -2,573 0,000 -2,5351 0.0001
State 4,401 0,000%** 4,3418 0.0000***
Bank Loan — — —-0,0605 0,7011
State x Bankloan — - 0,0495 0,7787
NWC -0,057 0,077* -0,0564 0,0796*
Leverage -0,022 0,043** -0,0217 0,0436**
Firm Size -0,151 0,000%** —-0,1483 0,0000***
Capex -0,078 0,004*** -0,0787 0,0046***
Dividend -0,020 0,216 -0,0202 0,2149
GDP —-0,053 0,172 -0,0518 0,1811

“*significant at level 1%, **significant at level 5%, *significant at level 10%

In addition, analysis of soft budget constraint through the interaction approach between state
ownership and bank loans on cash holding show a non-significant positive correlation. This shows
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that empirically, the soft budget constraint phenomenon does not occur during the SOE performance
for the 2015-2019 period. However, these results are different from the results of research by
Megginson et al. (2014), which shows that the soft budget constraint phenomenon occurs in Chinese
state companies for the period 2000-2012 which is indicated by a significant positive correlation
with the level of cash holding.

4 CONCLUSIONS

The present study investigates the determinant factor of corporate cash holding levels in Indonesia
SOE for the period of 2015-2019. The main results of the regression analysis suggest that state
ownership has a significant positive association. On the other hand, another variable has a negative
correlation to cash holdings. These findings are mostly in line with the trade-off theory and are
less supported by the fiee cash flow theory. Furthermore, the interaction between state ownership
and bank loans on cash holding shows that the soft budget constraint phenomenon does not occur
during 2015-2019 so SOE were able to maintain their cash level without government intervention.
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ABSTRACT: Toincrease competitive advantage in the commercial market, PT Petrokimia Gresik
implements a single-door procurement system. With the existence of the single-door procurement
system, every request for procurement of goods and services can be managed and evaluated centrally
to ensure that the procurement object is obtained at a reasonable and consistent price. The service
procurement mechanism has a more significant impact than the goods procurement mechanism
because there is a new work unit, the Service Planning Section, which is in charge of managing
and evaluating service procurement plans. One of the service procurement objects with the most
dominant value and number of transactions is fabrication services. The Service Planning Section
consolidates the plan for fabrication services procurement required by the User to accumulate
procurement quantum to increase the bargaining power of tender due to higher demand volumes.
In addition, the User, which so far does not have a long-term contract in the field of fabrication
services, can also be added as contract user because before the Service Planning Section, the making
of a long-term contract was only proposed independently by the User, which in the organization’s
assignment did not have competency in service procurement strategy. The results of the research
show that the price after negotiation decreased by 10.88% from the owner’s estimate, there was
no deviation in the rate of fabrication services in each user, the availability of fabrication service
contracts increased by 75% based on the number of users that could be served and increased by
40% based on the number of vendors that can be provided.

Keywords: single-door procurement system, long-term contract.

1 INTRODUCTION

PT Petrokimia Gresik is faced with a company’s fundamental challenge where PT Pupuk Indonesia
as the parent organization directs the shift of the target market: from subsidies to commercial.
This is an anticipatory step for the government’s plan to transfer fertilizer subsidies from fertilizer
producers to farmers directly. Several possibilities related to the method of distributing subsidies
directly to farmers are still being discussed, but changing a company with around 2400 employees is
not easy. The initial steps taken were to reduce fixed costs through streamlining the organizational
structure and implementing procurement efficiency so that variable costs were obtained at a fair
price, thus making PT Petrokimia Gresik more agile to enter the commercial market.

These two steps were implemented by creating a single-door procurement system in April 2016
with the process flow as shown in Figure 1. It is said that the single-door procurement system
is because the procurement of goods and services at PT Petrokimia Gresik was initially carried
out by more than ten work units via their respective operational objects, and then was changed
to focus on only two categories of objects: the Goods Procurement Department and the Services
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Procurement Department. To support the procurement planning function, the Planning and Receipt
of Goods/Services (PPBJ) Department, which initially only had a Goods Planning Section, is
currently supported by the Services Planning Section, which holds the function of managing and
evaluating service procurement. With this new organizational structure, all requests for procurement
of goods and services are only addressed to the PPBJ Department to facilitate the management of
all procurement objects, including evaluating the needs and fair prices that must be paid to vendors
after the goods arrive or the work is completed.

Existing Procurement System | One-Door Procurement
Process Flow | Process Flow
Production . Production Production " Production

Service Request N Procurement Activity Vendors [ Service Request Activity Vendors

Maintenance Deparkment . L] | -3 1 Maintenance
| Service Request Activity Vendors Service Request Activity Vendors

Distribution - Distribution " Distribution | Distribution 4 Service Planning Procurement in Distribution
Service Request Department Activity Vendors | ||| Service Request Section Department Activity Vendors
General Services | o General Services , General Services General Services , General Services
Service Request Department Activity Vendors || Service Request Activity Vendors

Project - Construction - Project Project . Project

Service Request Services Dept. Activity Vendors || Service Request Activity Vendors

Figure 1. Changes of procurement system process flow at PT Petrokimia Gresik.

Some services are indeed needed by several users, but in the existing procurement system, each
user can make its contract, making it possible to obtain a price list that is different from other
users even for the same type of work. The existence of the Service Planning Section allows the
consolidation of the service procurement plan so that the Services Procurement Department also
does not need to make several long-term contracts to meet the needs of several users because they can
be replaced with long-term multi-user and multi-winner contracts. Consolidation of procurement
plans also makes the procurement quantum increase in one tender to provide higher bargaining
power. Tenders that were initially carried out several times due to following service requests from
each vendor can also be completed in one tender only.

2 EMPIRICAL FRAMEWORKS

2.1 Procurement consolidation in the approach of economies of scale of production

Within the framework of strategic cost management (SCM), it is said that managing costs effec-
tively requires a fairly broad focus, called the value chain. PT Petrokimia Gresik has developed
a sustainable competitive advantage based on cost and/or differentiation. The main focus of the
low-cost strategy is to achieve lower costs than competitors so that if it is returned to its big goal,
PT Petrokimia Gresik will have sufficient space to enter the commercial market. Cost leadership
can be achieved through several approaches, namely economies of scale of production, experience
curve effects, tight cost control, and cost minimization.

The economies of scale of production approach focuses on increasing volume in a procurement
process. The existing procurement system carries out the procurement process one-by-one based on
the number of users, but a single-door procurement system allows the need for service procurement
to be consolidated by the Service Planning Section so that the accumulation of procurement needs
is obtained and allows the creation of economies of scale of production from the procurement
aspect.

The fabrication service at PT Petrokimia Gresik was chosen in this research because it is the
object of service procurement that is quite dominant and its use is spread across several users.
With these conditions, it is expected that the impact of the procurement consolidation can be felt
significantly, so that the resulting analysis is more representative of the condition of PT Petrokimia
Gresik in general.
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2.2 Long-term contract for price certainty

In general, long-term contracts provide benefits for both the vendor and the end-user. Some of the
benefits that can be obtained by PT Petrokimia Gresik from the use of long-term contracts include:

e Price certainty, because the price of services has been agreed during the contract period.

e Supply certainty, because it is binding on vendors in providing services according to the demand
mechanism agreed in the contract.

e Administrative costs reduction, because they do not carry out the tender process or procurement
administration repeatedly.

e A better relationship with vendors, because a long period gives vendors more opportunities to
understand the detailed requirements desired by end-users.

The use of long-term contracts is regulated in the Minister of State-Owned Enterprises Regulation
Number 8 of 2019 with a maximum period of 3 years. This is evidence that in general, long-term
contracts can provide benefits for PT Petrokimia Gresik. However, the existing time limit indicates
that the longer contract period does not necessarily guarantee that the end-user will receive the best
price from the vendor. In making a price offer for its goods or services, the vendor calculates the
accompanying risk factors. In other words, the longer the term of the contract, the greater the risk
that accompanies it, so the greater the cost of risk that is set by the vendor in making the price
offer. On this basis, this research tried to apply the creation of a long-term contract for fabrication
services at PT Petrokimia Gresik with a period of 2 years as the middle value of the contract period
in general (1 year) and the maximum limit permitted by national regulations to obtain a fair bid
price from vendors.

3 IMPLEMENTATIONS

This fabrication service contract involved seven users, but only four of them had long-term contracts
with several obtaining different price lists even for the same work. In addition, the validity period of
the long-term contracts of the four users was also different, so it was necessary to consolidate time
so that each existing long-term contract can expire at the same time before finally being compiled
into one long-term contract that can serve multi-users.

Table 1. The division matrix of users and vendors.

Users X Vendors Mtc-2 Mtc-3 Port Fab Mtc-1 GS WI

Winner-1
Winner-2
Winner-3
Winner-4
Winner-5
Winner-6
Winner-7

<< << <

<l << <<

<< | |
< < |
< |
|

<< < <<<<

<
|
|
|
|
<

On the other hand, with the increase in users, the long-term contracts to be formed must also
be multi-winners or binding more than one vendor. This aims to ensure that there is no vendor
overload during contract execution which can hamper factory operations. Based on the historical
existing contracts, the minimum number of vendors serving one user was three vendors and it was
agreed that for every 10 billion multiples, one more vendor would be added. However, users who
had just joined the fabrication contract would only be served by two vendors as an anticipatory step
for the commitment of service requests during the execution of the contract later. With the agreed
conditions, a matrix, presented in Table 1, has been compiled by sorting the number of needs so
that winner-1 obtains a procurement quota that is larger than the other winners.
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4 RESULTS

4.1 Increasing bargaining power

After the procurement consolidation is carried out, the owner estimate for the procurement of
fabrication services can be accumulated to Rp 139,480,899,300 with the following details:
-Mtc-2 (existing user) = Rp 58,500,224,000
-Mtc-3 (existing user) = Rp 38,056,232,000

-Port (existing user) = Rp 29,344,940,400
-Fab (existing user) = Rp 6,449,936,500
-Mtc-1 (new user) = Rp 5,998,732,000
-WI (new user) = Rp 588,679,400
-GS (new user) = Rp 542,155,000.

The large procurement value increased PT Petrokimia Gresik’s bargaining power during the
tender so that the bid price after negotiation was obtained at Rp 124.298.956.800 or 10.88% lower
than the owner estimate. Based on the key performance indicators of the Services Procurement
Department, the target for reducing vendor bid prices after negotiations were 5% of the owner
estimate, it can be concluded that procurement consolidation increases bargaining power by two
times exceeding the specified target.

4.2 Scale-up availability of long-term contract

With the procurement consolidation, the availability of long-term contracts also increased as shown
by the comparison between Table 2 and Table 3. Based on the number of users, the fabrication service
contract before procurement consolidation can only serve four users and after that, it can serve
seven users. In other words, contract availability increased by 75% based on the number of users
that can be served. Meanwhile, based on the number of vendors that can serve, it increased from
five vendors to seven vendors or increased by 40%. In addition, procurement consolidation has
proven to be able to optimize the procurement process for fabrication services at PT Petrokimia
Gresik from what previously had to be done five times to only one process.

Table 2. Long-term contract creation Table 3. Long-term contract creation
without procurement consolidation. with procurement consolidation.
User X Tender X Contract User X Tender X Contract
Mtc-2 1 5 Mte-1
Mtc-3 1 5 Mtc-2
Port 1 5 Mtc-3
Fab 2 3 Port 1 7
Fab
WI
GS
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ABSTRACT: PT Delta Artha Bahari Nusantara, Probolinggo Port operator, seeks to assess the
port performance from several perspectives. These perspectives include financial, customer, inter-
nal business process, growth, and learning, which is also known as the balanced scorecard method.
This study found that the financial perspective (ROE, ROA, TAT, NPM) is considered to be very
good. Similarly customer growth from the customer perspective can be considered to be in the very
good category. However, customer complaint is considered to be very bad. The SOR to YOR ration
of the business perspective was found to be very low in terms of system utilization. On the other
hand, learning and growth are found to be very good.

1 INTRODUCTION

The Probolinggo Port is one of the collecting ports in East Java Province. As per the Decree of the
Minister of Transportation Number KP.432 of 2017 on the National Port Master Plan (2017), this
port has been operated by PT Delta Artha Bahari Nusantara. As one of the links in the supply chain
of the national system, the port has a crucial role in the operation of the national logistic system.
Port performance has a significant impact on the overall performance of a country’s logistic system.
Thus, a greater focus should be placed on how the port performs in terms of providing excellent
service quality.

To examine the performance indicators, financial measurement is not enough to show the actual
corporate performance. The balanced scorecard translates the company’s vision and mission to
communicate and link strategic goals by performing multiple target measurements in line with the
company’s initiatives and resource allocation to measure the company’s performance. PT Delta
Artha Bahari Nusantara seeks to employ the balanced scorecard to measure its performance in
an integrated manner from a financial, customer, internal business process, growth, and learning
perspectives. This study aims at measuring the Probolinggo Port’s performance from several inte-
grated perspectives: financial, customer, internal business process, growth, and learning, and to
provide suggestions for PT Delta Artha Bahari Nusantara based on the performance analysis results
using the balanced scorecard method.

2 LITERATURE REVIEW

The balanced scorecard is a performance measurement concept introduced by Robert S. Kaplan and
David P. Norton. The balanced scorecard, according to Kaplan and Norton (2007), is a measure com-
plementing past financial measures by measuring it using operational measures such as customer
satisfaction, internal business processes, and organizational innovations and achievements. The
objectives and measures view the organizational performance from the four aforementioned per-
spectives, namely finance, internal business customers processes, learning, and growth, described
as follows:

1. Financial perspective provides financial goals that an organization must achieve.
2. Customer perspective provides an overview of the target market segments and customers, along
with requirements that the organization provides to achieve specific financial goals.
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3. Internal business process perspective provides an overview of the required processes to serve
customers and achieve specific financial goals.

4. Learning and growth perspectives are the driving force behind the personnel capabilities devel-
opment, information system infrastructure, and working environment conditions required to
achieve financial, customer, and internal business process goals.

According to Mulyadi (2001), the advantage of the balanced scorecard approach is its ability to
create comprehensive, consistent, balanced, and measurable strategic plans.

2.1 Financial perspective performance measurement

Performance measurements viewed from a financial perspective are limited to financial analysis
using the indicators of return on equity (ROE), return on assets (ROA), total asset turnover (TAT),
and net profit margin (NPM).

a. Return on equity (ROE) is a measure of financial performance calculated by dividing net income
by shareholders’ equity.

b. Return on assets (ROA) is a measure of profitability that measures a company’s ability to generate
profits using either the company’s resources or assets. The ROA ratio is calculated by dividing
net income after tax by the average total assets.

c. Total asset turnover (TAT) is an activity ratio to measure a company’s ability to generate sales
from its total assets. The TAT ratio is calculated by dividing sales by total assets.

d. Net profit margin (NPM) is a profitability measure comparing a company’s net profit to sales.

2.2 Customer perspective performance measurement

Performance measurement in terms of customer behavior is indicated by customer loyalty, customer
complaints, and customer growth.

2.3 Performance measurement perspective of internal business process

Performance measurement is viewed from the aspect of internal business processes. In this study,
internal business process variables are measured based on ship flow, goods flow, and facility
utilization (BOR, SOR, and YOR).

a. Vessel Calls are the total number of cargo-related ship calls processed by the GT unit at each
port during a particular period.

b. Cargo Throughput is the number of goods or cargo (Ton/M3) that is unloaded or loaded through
the pier during a specific period.

c. Facility Utilization.

e Berth occupancy ratio (BOR) is the ratio of the use of the pier, which is how dense the flow of
ships moored and are loading and unloading at the pier. BOR is a comparison of the amount
of time available for use with the amount of time ready for operation for each period. BOR is
expressed in percent (%).

e Shed occupancy ratio (SOR) is a comparison between the amount of and the availability of
warehouse space.

e Yard occupancy ratio (YOR) is a comparison between the amount of used storage space and
the available stacking space.

d. Productivity Performances of the port to be can be measured are loading and unloading

productivity using T/G/H.

2.4 Learning and growth perspective performance measurement

Learning and growth are measured based on employee productivity and retention rates.

100



a. The level of employee productivity is used to determine employee productivity in a certain
period. The higher the level of employee productivity, the higher the output produced by each
employee.

b. Employee retention rates are calculated using employee turnover calculations. The higher the
employee retention rate, the higher the employee turnover percentage.

3 METHODOLOGY

The data used in this study are company operational and financial reports from 2018 to 2020. To
achieve the goals, this study employs the following analytical techniques:

a. Targeting each perspective.
b. Measuring performance of different perspectives (financial, customer, internal business process,
growth, and learning).

4 RESULT AND DISCUSSION

The objectives of the financial, customer, learning, and growth are determined by management.
On the other hand, the goals of the internal business process on the growth of the ship and goods
flow are determined by the company’s management, while the operational utilization and pro-
ductivity are determined by the Head of the Harbormaster Office and the Probolinggo Class Port
Authority regarding Standards of Operational Services for the Probolinggo Port (2020). PT Delta
Artha Bahari Nusantara performance as the Operator of the Probolinggo Port using the balanced
scorecard is:

Perspective | 2018 | 2019 | 2020 | Average | Target | Scorecard
1 |Financial Perspective
ROE 5.3% 8.5% 6.4% 6.7% 4.4%|Very Good
ROA 4.7% 7.6% 4.9% 5.7% 3.5%|Very Good
TAT 22.2% 30.8% 32.3% 28.4% 27 4% |Very Good
NPM 21.1% 24.7% 15.1% 20.3% 12.8% |Very Good
2 |Customer Perspective
Customer Complain | 1U| 9| ?| 2] | 5|'v'ery Poor
Customer Growth [ 117.65%] 24.32%| 17.39%] 53.12%)| 20.0%)|Very Good
3 |Internal Busines Process Perspective
Vessel troughput Growth (GT) 15.03% 34.75% 62.83% 37.54% 19.00% |Very Good
Cargo Troughput Growth (T/M3) 23.46% 20.35% 8.02% 17.28% 17.00% |Very Good
Facility Utilization :
BOR 42.65% 34.98% 54.27% 43.97% 40.00% ) Good
SOR 0.00% 0.01% 0.00% 0.00% 20.00% | Very Poor
YOR 0.39% 1.65% 0.41% 0.82% 20.00% | Very Poor
Loading Unloading Productivity (T/G/H) :
a. General Cargo (GC) 21 1 65 4 15 |Very Good
b. Bag Cargo (BC) - 26 20 23 20 |Very Good
c. Dry Bulk (DE) 79 55 38 &7 80 |Good
4 |Learning and Growth Perspective
Employee Productivity 363,868,758 | 434,613,536 | 390,829,418 | 396437237 | 400,000,000 |Very Good
Employee Retention 94.20% 97.67% 97.37% 96.42% 85% | Very Good
Employee Competency Certification 2 2 2 2 2 |Very Good

Figure 1. Performance measurement results using balanced scorecard.

PT Delta Artha Bahari Nusantara’s proposed performance is measured using the balanced score-
card with the following perspective priority: financial (50%), internal business process (25%),
customer (15%), and learning and growth (10%).
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5 CONCLUSION

The results of PT Delta Artha Bahari Nusantara performance measurement using the balanced
scorecard can be seen below:

a. Financial Perspective: ROE = 6.7% (very good), ROA = 5.7% (very good), TAT = 28.4% (very
good), and NPM = 20.3% (very good).

b. Customer Perspective: customer complaints on average nine times (very poor) and customer
growth = 53.12% (very good).

c. Internal Business Process Perspective: vessel throughput growth = 35.54% (very good), cargo
throughput growth = 17.28% (very good) and facility utilization: BOR = 43.97%, (very good),
SOR = 0.00% (very poor), and YOR = 0.82% (very poor), productivity: cargo GC = 41 (very
good), cargo BC =23 (good), and cargo DB = 57 (good).

d. Growth and Learning Perspective: employee productivity =396.437,237 (very good), employee
retention = 96.42% (very good), and employee competency certification =2 (very good).

Customer complaint was found to be very poor. Thus, it would be necessary to improve the service
quality to decrease customer complaints. Facilitation utilization (SOR and YOR) of the internal
business process was also found to be very poor. In this case, marketing efforts are required to
increase warehouses and stacking yard productivities and to prevent idle assets.
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ABSTRACT: For the past few years, startup company growth in Indonesia has moved swiftly,
especially for digital startups. A big portion of digital startups in Indonesia operate in the retail,
financial, and software industries. However, these industries are also known to have high turnover
rates worldwide. The goal of this research is to explore factors that influence turnover intention on
the startup employees in Indonesia. This study used burnout, work-life balance, and job satisfaction
variables to examine the turnover intention of the employees. This research used a quantitative
approach, through a structured questionnaire survey with 5-point Likert scale. The sample consisted
of 210 employees from various digital startup companies in Jakarta, Bogor, Tangerang, and Bekasi.
The study found that there is negative and significant direct relation between burnout and job
satisfaction, and between job satisfaction and turnover intention. The direct relation between work—
life balance and job satisfaction was found to be positive and also significant. In addition, job
satisfaction as a mediator for burnout and work-life balance toward turnover intention was also
proven to have a significant role for the employees to leave their current startup. However, the
study did not find a direct and significant relation between burnout and work—life balance toward
turnover intention.

1 INTRODUCTION

A startup company is a company that is in the early stages of its operations where it is trying to
enter existing markets or sometimes opening new markets with innovative products and services
(Gurel & Sari, 2015). A company can be called a startup if at the initial stage of its development
it has unknown demand and limited resources (Skala, 2019). The growth of startup companies
in Indonesia has been increasing rapidly for the past few years. According to MIKTI (Indonesia
Digital Creative Industry Community) (2018), before 2013, only 207 startup existed in Indonesia,
but by the year of 2018, there were 604 new startups that had been established and almost half of
them are digital startups. However, this massive growth also creates another problem, high turnover
rates. Indonesian E-commerce Association (idEA) states that the turnover rate of digital industry
employees reached 19.22% each year (Rahayu, 2018).

The importance of managing turnover intention became even more crucial to sustain business
for startups with limited resources during the COVID-19 pandemic. The research of Widiyanto, et
al. (2021) found that 21% of startups stopped operating and have declared bankruptcy since the
pandemic started, most of them are digital startups. One of the reasons stated by startups’ founders
was the lack of human resources (Widiyanto, et al., 2021). During the pandemic, the Indonesian
government enforced law that forced companies to apply the work-from-home system. High work
intensity, workload, and erratic work hours caused by work-from-home led to high burnout rate
and work-life imbalance (Xiaomeng, 2020). Burnout will hinder job satisfaction, while work—life
balance will facilitate job satisfaction (Kanwar, Singh, & Kodwani (2009). Consequently, burnout,
work—life balance, and job satisfaction have a significant role on predicting turnover intention
(Federici & Skaalvik, 2012; Rode, Rehg, Near, & Underhill, 2007). Predicting turnover intention
should be one of the main concerns for startups, not only during the COVID-19 pandemic, but also
for preparing for the future of the company, since turnover intention could predict the real turnover
rate (Zhang, et al., 2013).
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This study aims to build a prediction model for turnover intention that involves burnout and
work-life balance with job satisfaction as a mediator role, and to examine their relations.

2 LITERATURE REVIEW

Turnover intention could be defined as the last step before resigning from a job and the desire to
find another job (Tett & Meyer, 1993). Harrison and Newman (2013) furthermore defined turnover
intention as withdrawal behavior from work.

Burnout was popularized by Maslach, Jackson, and Leiter (1996) as a psychological syndrome
from exhaustion, depersonalization, and lack of self-efficacy. Schaufeli and Enzman (1998) also
defines burnout as a result of chronic stress from work. Although initially the burnout phenomenon
was only studied in humanitarian services, nowadays its study also applies to various fields of work
(Bianchi, Boffy, Hingray, Truchot, & Laurent, 2013).

Munn, Rocco, Bowman, and van Loo (2018) defined work—life balance as how an individual
prioritizes the responsibility of work, family, and self. The work—life balance affects the mental
health of an individual, because a harmony between work and personal life will lead to the capability
to fulfil work and personal life commitments (Haar, Russo, Sune, & Ollier-Malaterre, 2014).

Stamps (1997) defines job satisfaction as a measure for a worker to like their job and their
behavior toward the work itself, either positive or negative. Job satisfaction is a response of an
individual toward work conditions which will affect their working result (Dawiss, Weiss, England,
& Lofquist, 1967), which is why it becomes one of the important matters in managing employees.

3 METHODOLOGY

The respondents of this study were selected using convenience sampling from various digital star-
tups in Jakarta, Bogor, Depok, Tangerang, and Bekasi area. The primary data were collected
through an online self-administrative questionnaire. There are 210 respondents: 66 respondents
from e-commerce startups, 58 respondents from fintech startups, 54 respondents from game star-
tups, 11 respondents from media startups, 7 respondents from travel and accommodation startups,
5 respondents from education startups, both agency and agricultural technology startups have 2
respondents each, and health technology, marketing technology, machine learning, and automotive
startups have 1 respondent each. The analytical data analysis of this study used Structural Equation
Modeling (SEM) through SmartPLS software.

This study used Rode, Rehg, Near, and Underhill’s (2007) questionnaire to measure the turnover
intention. Burnout was measured through the Maslach Burnout Inventory General Survey (MBI-
GS) questionnaire from Maslach, Jackson, and Leiter (1996). Work-life balance was measured
through Haar, Russo, Sune, and Ollier-Malaterre (2014). Job satisfaction was measured through
the Minnesota Satisfaction Questionnaire-short (MSQ-Short) from Pang and Lu (2018). All of the
indicators are using the 5-point Likert scale as measurements.

Based on the literature review, previous research and research measurements, the hypotheses
developed in this study are as follows:

H1: Burnout negatively affects job satisfaction.

H2: Work—life balance positively affects job satisfaction.

H3: Burnout positively affects turnover intention.

H4: Work—life balance negatively affects turnover intention.

HS: Job satisfaction negatively affects turnover intention.

Hé6: Burnout positively affects turnover intention with job satisfaction as mediator.

H7: Work-life balance negatively affects turnover intention with job satisfaction as mediator.

4 RESULT

The result of confirmatory factor analysis shows that every indicator has a value above 0.5, which
is the standard loading factor that is used in this study. AVE (4verage Variance Extracted) of every
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indicator also shows the value above 0.5. The result of cross loading validity shows the value

between variables diagonally are higher than other variable values. These means all the variables

used in this study are valid. The result of composite reliability and Cronbach alpha shows a value

above 0.7, which is used as the standard of this study. It means the measurements are reliable.
The result of path coefficient and significance testing can be seen in Table 1.

Table 1. Path coefficient value and P-value.

Original T-statistics
Path Sample (O) (JO/STDEV]) P-value
Burnout -> Job Satisfaction —0.617 13.165 0.000
Work-life Balance -> Job Satisfaction 0.176 3.535 0.000
Burnout -> Turnover Intention 0.042 0.360 0.719
‘Work-life Balance -> Turnover Intention —0.097 1.105 0.270
Job Satisfaction -> Turnover Intention —0.325 3.286 0.001
Burnout -> Job Satisfaction -> Turnover Intention 0.201 2.974 0.003
Work—Life Balance -> Job Satisfaction -> Turnover Intention —0.057 2.408 0.016

Table 1 shows that burnout negatively affects job satisfaction (path coefficient = —0.617), and
is significant (p-value = 0.000 < 0.05). Work-life balance positively affects job satisfaction (path
coefficient = 0.176), and is significant (p-value = 0.000 < 0.05). Even though burnout positively
affects turnover intention (path coefficient = 0.042), it is not significant (p-value = 0.719 > 0.05).
The results show that work—life balance negatively affects turnover intention (path coefficient =
—0.097), but it also is not significant (p-value = 0.270 > 0.05). Job satisfaction was found to
negatively affect turnover intention (path coefficient = -0.325), and is significant (p-value = 0.001
<0.05). Burnout mediated by job satisfaction positively affects turnover intention (path coefficient
=0.201), and is significant (p-value = 0.003 <0.05). Work—life balance mediated by job satisfaction
negatively affects turnover intention (path coefficient = 0.057), and is significant (p-value = 0.016
<0.05).

From the explanation above, five hypotheses are accepted and two hypotheses are rejected. The
accepted hypotheses are: H1 (Burnout negatively affects job satisfaction), H2 (Work-life balance
positively affects job satisfaction), H5 (Job satisfaction negatively affects turnover intention), H6
(Burnout mediated by job satisfaction positively affects turnover intention), and H7 (Work-life
balance mediated by job satisfaction negatively affects turnover intention). The rejected hypotheses
are H3 (Burnout positively affects turnover intention), and H4 (work—life balance negatively affects
turnover intention).

5 CONCLUSION

In conclusion, this study still found significant direct relations between burnout with job satisfac-
tion, between work—life balance with job satisfaction, and between job satisfaction with turnover
intention. However, this study found no significant direct relations between burnout with turnover
intention, and between work—life balance with turnover intention. In spite of that, with job satis-
faction as mediator role, the effect between both burnout with turnover intention and work—life
balance with turnover intention is significant. This could be explained through the perspective of
Indonesian employees.

From this study, it can be inferred that the digital startup employee in Indonesia does not consider
burnout and work-life balance as important factors in working. It means, the employees tend to
endure high burnout rate and work—life imbalance. On their own, burnout and work—life balance
will not become a reason to leave their job, but when they are affiliated with low job satisfaction
rate, they become a crucial reason to leave their current job. Therefore, it is suggested that while
managing the turnover rates, a startup needs to prioritize their employees’ job satisfaction since it
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has significant role on reducing the effect of high burnout and work-life imbalance on the intention
to quit of the employees.
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ABSTRACT: During pandemic COVID-19, working online distorts the distinction between job
and personal life, which leads to conflict and decrease the concentration and performance of the
employees. By mediating work—family conflict on employees of the Ministry of Finance Indonesia,
this research examines several performance-related factors, such as job demands and control. The
majority of previous research related the model of job demands—control and work—family conflict
to the likelihood of turnover intention or job satisfaction. This research helps to understand the rela-
tionship between job demands—control, work—family conflict, and performance in public officials.
400 public servants from the Indonesia Ministry of Finance (MoF) filled online questionnaires and
literature research. The Structural Equation Model was used to collect and test data, respectively.
The results showed that work—family conflict was substantially connected with job demands and
control. Therefore, the work—family conflict, to some extent, mediates the relationship between
job demands and control towards performance.

1 INTRODUCTION

Working from home during the COVID-19 pandemic results in a significant change in the
employees’ way of living since they need to adapt rapidly to new situations, such as the work
environment, coworkers’ relationship, and communication between supervisors and subordinates
as well as working methods. However, they have to modify the work rhythm to suit personal
lives because of spouses and children at home. These changes influence employees’ mental health,
thereby leading to a decrease in performance (Yunita & Saputra 2019). This affects the orga-
nization’s targets or goals, therefore, to increase the organization’s value and earn the trust of
stakeholders, the management needs to provide means of managing this condition (Chamberlin
et al. 2018). In government institutions, employee performance is crucial as they play an essential
role in providing public services to the community.

According to Prasad and Vaidya (2020), the distraction from family at home and work problems
affect employee performance. For example, daycare and schools were closed during the pan-
demic, as well as children’s education was redirected to online learning, which required parental
involvement. Furthermore, this predicament mainly affects dual-career employees with school-
aged children and toddlers. Working from home distorts the distinction between business and
personal life as employees with small children encounter tension in their job and family life during
the pandemic (Schieman et al. 2021). When this persists for an extended period of time, it might
have a detrimental psychological influence on the employee’s personal life and career (Clercq et al.
2020). The other elements that affect employee performance are job demands and control. Job
demands are work-related, causing employees stress and leading to role disputes. Meanwhile, Du
et al. (2018) discovered a link between work control and performance. Therefore, employees with
job control feel valued and recognized since they have the freedom to work.

Research on job demands—control and work—family conflict was primarily conducted in occu-
pations with a high level of work stress, such as health care and hotel workers, as well as frequently
linked to the intention to leave job satisfaction. Therefore, this research examined the effects of
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work—family conflict and job demands—control on public servants’ performance. Also, the research
question is how do job demands and control affect employee performance through work—family
conflict. Meanwhile, research on public officials working from home during the COVID-19 pan-
demic is still limited. This offers our understanding of job demands—control, work—family conflict,
and performance in Indonesian government institutions during the pandemic.

2 LITERATURE REVIEW

2.1 Job Demands—Control and Work—Family Conflict

The job demands—control approach is a theoretical framework for analyzing the relationship
between job features, well-being, and mental health. Its paradigm, which highlights the significant
components in analyzing job characteristics, was first developed by Karasek (1979). Meanwhile,
job control refers to the degree of control employees have over their employment. The two aspects
of job control are skill discretion and decision authority. In addition, the former refers to the ability
to complete work using specific talents, while decision authority is the worker’s level of autonomy
in determining how work is accomplished, such as labor methods and working hours (Karasek
1979). High job control reduces work—family conflict (Butler et al. 2005). Greenhaus and Beutell
(1985) stated that work—family conflict emerges when a collision between the roles in the work and
family domain collide. The higher the job demands, the more labor and working hours are required.
Furthermore, the following theory was proposed based on past research results, including H1: Job
demands have a positive and significant effect on work—family conflict. H2: Job control has a
negative and significant effect on work—family conflict.

2.2 Job Demands—Control and Performance

High job demands, such as increased workload and long working hours, generate both physically
and psychologically exhaustion, which reduces employees’ concentration at work and affects their
health (Bakker & Verbeke 2004), and leading to a decrease in productivity (Veldhuizen et al. 2003).
Furthermore, employees who are given the authority to handle their work and have competence
in their field will feel motivated and respected. Thus, developing efficient ways of getting work
completed with authority can improve their skills and knowledge (Bond & Flaxman 2006), and
performance (Nagami et al. 2010). The following theory was proposed based on previous results,
including H 3. Job demands have a negative and significant effect on performance, H4: Job control
has a positive and significant effect on performance.

2.3 Work—family conflict and performance

Employees struggling to balance work and family duties were dissatisfied as a result of the accu-
mulation of some part of the work (Bruck et al. 2002). Work—family conflict has been extensively
examined, and the results show that it is negatively associated with job satisfaction (Dorio et al.
2008). Job satisfaction influences employee attitudes towards work, affecting performance. The
following hypothesis was formulated based on the results, including H'5: Work—family conflict has
anegative and significant effect on performance, H 5a: Work—family conflict mediates the relation-
ship between job demands and performance, H5b: Work—family conflict mediates the relationship
between job control and performance.

3 RESEARCH METHOD

Samples and procedures: This single cross-sectional research was conducted on civil servants of
the Ministry of Finance in Indonesia. The respondents’ criteria are employees who already have
children under 12 and a minimum working period of 1 year in the current work. Furthermore, data
was collected through online self-administered questionnaires using a google form.
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All measures were rated on a 7-point scale ranging from 1 (strongly disagree) to 7 (strongly
agree). Job demands and control were measured by 5 items using The Swedish Demand—Control—
Support Questionnaire/DCSQ (Sanne et al. 2005). Also, work—family conflict was measured by 5
items from Netemeyer (1996), while the performance was measured by 16 items by Lynch (1999).

The collected data were processed first using SPSS version 26 to obtain descriptive statistics and
demographic profiles of the sample. It was processed using Lisrel 8.8 with the stages of testing the
validity and reliability through confirmatory factor analysis, the structural model test, and finally,
the hypothesis test.

4 RESULTS AND DISCUSSION

This research use the SFL > 0, 30 which is significant when sample > 350 (Hair 2019) and Fornell
and Larcker (1981) stated that an item is reliable based on CR value > 0.7. In the validity and
reliability test, there are 3 items from the job demands, 4 items from job control, 5 items from
work—family conflict, and 13 items from the performance that are valid and reliable. The structural
model test showed that the research fulfilled the requirements for a good fit, namely RMSEA =
0,060, NNFRI= 0,97, RFI= 0,94, IF1=0,97, and CN=213,4. Furthermore, in hypothesis testing,
it was discovered that H1, H2, H4, and H5 were supported. However, H3 was unexpectedly not
supported, where job demands positively correlate with performance. Both job control and demand
have a significant relationship with performance, hence, work—family conflict partially mediates
the relationship between job demands and control with performance.

Table 1. Hypothesis test results.

Standard
Hypothesis Path Estimates t-Value Result
1 JD->WFC 0.41 7.18 Support
2 JC->WFC —0.13 —2.46 Support
3 JD->P 0.47 6.94 Not Supported
4 JC>P 0.23 4.22 Support
5 WEC->P —0.29 —5.09 Support

Based on the results, it was discovered that job demands and control, as well as work—family con-
flict, have a significant relationship with employee performance. Job demands have an unexpected
positive relationship with performance. This means challenging job demands improve employee
performance (Laethem et al. 2019). Lu et al. (2016) discovered that it also has a positive relationship
with performance when they are provided with high job security.

5 CONCLUSION AND SUGGESTIONS

Civil servants play an essential role in implementing government development programs and com-
munity service. Furthermore, the management needs to maintain the excellent performance of
civil servants through job characteristics and consider the employee’s work—life balance at work
and family life, specifically while working from home. Therefore, organizations need to provide
an efficient and effective work system for employees, adequate work facilities, and opportuni-
ties for employees to develop themselves. Also, since remote working will be applied in various
jobs, including civil servants, it is essential for management to prepare policies that support these
situations, and the important role of supervisors is needed.
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The effects of gendered marketing on brand perception and purchase
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ABSTRACT: Blue and pink colors are gender cues commonly used as marketing strategies, but
there are limited studies on using these cues to drive sales. Therefore, this study aims to determine
the effect of using gender cues on consumers’ brand perception with the aspect of competence
and warmth as well as subsequent purchase intention concerning the stereotyping tendency. An
experimental study was conducted to determine the effects of gender cues on consumers’ perception
and purchase intention. The results showed that gender cues activate different perceptions and affect
purchase intention differently depending on the brand’s level of competence. In particular, feminine
cues increase purchase intention via perceived brand’s warmth. Meanwhile, masculine cues increase
purchase intention via perceived brand’s competence among brands perceived as not yet established
and competent.

1 INTRODUCTION

Marketing managers commonly use masculine and feminine cues represented by blue and pink
to highlight brands’ competence and warmth on packaging and logos (Hess & Melnyk 2016).
This is because warmth and competence perceptions form the basis of individuals’ stereotypical
perceptions of males and females (Kervyn et al. 2012). Gender cues can likely serve as warmth
and competence to influence brand perception (Hess & Melnyk 2016). This is because consumers
perceive companies and brands on warmth (feminine) and competence (masculine) aspects (Aaker
et al. 2012) in increasing the likelihood of purchase (Kervyn et al. 2012).

Gender cues are often used in gendered marketing to activate perceptions of warmth and com-
petence (Banaji & Hardin 1996; Eagly & Mladinic 1994; Judd et al. 2005) to influence social
judgments and perceptions. Sellers still frequently use gender stereotypes and strengthen social
norms and beliefs about gendered roles and behaviors (Zotos & Grau 2016). However, these roles
are unobservable from the outside and less effective in predicting consumers’ shopping behaviors
(Lieven & Hildebrand 2016). This study used consumers’ gender stereotyping tendency to address
this gap to see whether using gender cues will affect consumers differently.

2 LITERATURE REVIEW

2.1 Gender cues on brand perception

A study on gender stereotypes stated that warmth and competence are the main aspects of gender
stereotypes. Warmth is stereotyped as a female characteristic, while competence is as a male
characteristic (Fiske et al. 2002; Judd et al. 2005) (Aaker et al. 2010; 2012; Kervyn et al. 2012).
Furthermore, positive evaluations of people or organizations are usually perceived as warmth and
competence (Cuddy et al. 2008), where warmth is defined as the brand’s intention and competence
is defined as the ability of the brand (Kervyn et al. 2012).
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2.2 Interaction between gender and competence cues

Hess and Melnyk (2016) stated that competence cues are important than warmth because product or
service quality (related to competence) is considered to have value for everyone (Aaker et al. 2010).
Therefore, consumers are more likely to evaluate warmth once the competence level is confirmed.

In low competence conditions, consumers will look for the cues (masculine) from the product.
Therefore:

H1: In low competence cues, using masculine cues will increase purchase intention
H2: In low competence cues, the effect of masculine cues on purchase intention is mediated by
the perceived competence of the brand

Consumers will look for warmth cues for further assessment in high-competence conditions.
Therefore:

H3: In high competence cues, using feminine cues will increase purchase intention
H4: In high competence cues, the effect of feminine cues on purchase intention is mediated by
the perceived warmth of the brand

2.3 Gender stereotyping tendency

Individuals usually have different opinions about gender stereotypes, and societies tend to accept
crossovers in traditional gender roles (Pino et al. 2020). However, negative social feedback may be
received by acting outside the gender role (Lee 2008). This reaction can depend on stereotyping,
which is the tendency of individuals to form certain expectations about others according to their
gender (Brough et al. 2016; Hughes & Seta 2003; Vassakis et al. 2018). Therefore:

HS: The effects of gender cues on brand perception will be more substantial on consumers with
high gender stereotyping tendency

Competence cues Gender Stereotyping
High competence — Tendency
Low competence
Brand Perception
Y 3 'Brand's warmth »| Purchase Intention

Brand's competence

Gender cues

Masculine cue —

Feminine cue

Figure 1. Conceptual framework.

3 STUDY METHOD

3.1 Study population

This study was conducted among Indonesians with various demographic and geographical
backgrounds. Meanwhile, 204 people satisfied the prerequisites after passing the criteria and
manipulation check.

3.2 Measures

The four measured variables use a 7-point Likert scale ranging from “strongly disagree” to “strongly
agree.” The items used to measure warmth and competence of the brand are adapted from Aaker
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et al. (2010) with three items each. Furthermore, the purchase intention has three items adapted
from Putrevu & Lord (1994), and the gender stereotyping tendency was measured using three items
adapted from Mills et al. (2012).

3.3 Statistical analysis

The hypotheses were tested using an experimental study that adapted a 2 (gender cues: masculine
versus feminine) x 2 (competence cues: high versus low) between-subjects design. The obtained
data were processed using two-way ANOVA and GLM, mediation analysis model 4, and moderation
analysis model 1 by Hayes (2017).

4 RESULTS

Participants were randomly assigned to four different visual stimuli showing a fictitious advertise-
ment for a unisex sweater with brand name and price constant across all conditions. Gender cues
are manipulated using shapes (circular versus angular) and colors (pink versus blue). Meanwhile,
the competence cues were manipulated using Perceived Brand Globalness (high) and Perceived
Brand Localness (low).

The results of GLM showed a significant interaction between gender and competence cues
on purchase intention (p < .001). In low competence condition, participants assigned to masculine
cues rated higher purchase intention compared to those assigned to feminine cues (M,45c_cue = 4.98,
SE = 0.25 vs Mpy_cue =4.43, SE = 0.25; p =0.029), thereby supporting H1. In high competence
condition, participants assigned to feminine cues rated higher purchase intention compared to those
assigned to masculine cues (Mp_cue = 5.18, SE = 0.26 vs My45c_cue =4.54, SE = 0.26; p =0.013),
thereby supporting H3.

The mediation analysis results showed that there is a positive and significant (p = 0.00) effect
of perception of competence on purchase intention in the low condition. The indirect effect of
the masculine cue on purchase intention through the perception of competence was positive and
significant (¢ x b=0.3472), with a 95% confidence interval excluding zero (0.1503 — 0.5687),
thereby supporting H2. There is a positive and significant (p = 0.00) effect of the perception of
warmth on purchase intention in high competence. The indirect effect of the feminine cue on
purchase intention through the perception of warmth was positive and significant (a x b =0.1895),
with a 95% confidence interval excluding zero (0.0640 — 0.3362), thereby supporting H4.

The results from moderation analysis showed a significant positive effect of gender cues on brand
perception (b =0.35, p =0.00) and a significant interaction effect between gender cues and stereo-
typing tendency (b =0.13, p =0.01). The conditional positive indirect effect of the gender cues on
purchase intentions through the perceptions of warmth and competence were stronger for respon-
dents who exhibited a higher stereotyping tendency (b =10.52, 95% CI: 0.03, 0.23). Meanwhile,
there was no effect of using gender cues on the brand perception of respondents who exhibited a
low gender stereotyping tendency (p =0.12; 95% CI: —0.04, 0.36), thereby confirming HS5.

5 CONCLUSIONS

The study proved that using gender cues may activate consumers’ perceptions along the aspect
of warmth and competence, specifically with high stereotyping tendencies. Feminine cues can
activate warmth perception since this feature is stereotypically associated with women. In contrast,
masculine cues can activate competence perception since this feature is stereotypically associated
with men. This study also demonstrates the use of gender cues to influence consumers’ purchase
intention. Therefore, using gender cues is highly important, specifically for people with high
stereotyping tendencies.
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ABSTRACT: This research aims at investigating the impact of country of origin image on con-
sumer’s purchase intention and perceived brand prestige. with consumer ethnocentrism as the
moderating variable. There were 303 Generation Y consumers who have used Korean facial skin
care products in Indonesia involved in this research and participated through Google Form dis-
tributed via WhatsApp chat. Data were analyzed quantitatively using PLS-SEM. Results indicated
that there was a positive impact of country of origin image on perceived brand prestige, perceived
product quality and consumers’ purchase intention. In addition, perceived product quality had
significant effect on purchase intention, meanwhile perceived brand prestige had no significant
effect on purchase intention, meaning that perceived brand prestige will increase when there is an
improvement on the country of origin image.

1 INTRODUCTION

Indonesia is the world’s 4th most populous nation and as the world’s 10th largest economy in terms
of purchasing power parity. It encourages cosmetic companies to consider Indonesia as a potential
future market. The interest on facial skin care products has been increasing (Park & Kim 2021)
due to the rising concerns about facial skin problems. Since consumers need more information
in purchasing decisions, they are more likely to consider the country-of-origin image (Kim &
Park 2010). Recently, Korean culture has gained enormous recognition in East and Southeast
Asian countries, including Indonesia (Hong & Kim 2013), which is recognized as the “Korean
Wave”. Due to the COVID-19 pandemic, the imported cosmetic decreased by 29% compared to
the previous year in 2020. However, imports of Korean cosmetic products increased by 18% and
the Korean trend has affected Indonesian consumers’ perception about beauty products. Therefore,
this research aims at (1) investigating the perceptions of Indonesian cosmetics consumers towards
Korean cosmetics, (2) examining the role of perceived brand prestige as the mediating variable
affecting customers’ purchase intention in Indonesian cosmetic market, and (3) investigating the
ways that country of origin image affects purchase intention.

2 LITERATURE REVIEW

Country-of-origin image (COI) refers to the stereotypic perception that consumers have towards
a country’s brands (Bluemelhuber et al. 2007), constructed by product representation, national
characteristics, economic and political background. Several studies on customer behavior sug-
gested that COI plays a significant role in influencing customer purchasing decisions (Piron 2002).
Accordingly, H1 is proposed:

H1 : COI positively and significantly associates with PI.

Perceived brand prestige is a subjective evaluation of the relatively high status of a product related
to the brand (Monga & John 2010). Country of origin was found to affect the perceived product
value, product quality, and prestige ratings by customers (Pharr 2005). Accordingly, H2 is proposed:
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H2 : COI positively and significantly associates with PBP.

Furthermore, Vigneron and Johnson (1999) stated that prestigious brand seekers consider the
high status and image as evidence of prestige. In addition, Consumers from emerging markets
particularly tend to buy prestigious brands to display their wealth or power (sometimes both) and
strengthen the consumers’ self-concept (Vuong & Khanh Giao 2020). Accordingly, H3 is proposed:

H3 : PBP positively and significantly associates with PI.

According to Keller (2008), perceived quality refers to the consumer’s perception of the overall
product/service quality. Consumers demanded the quality, and they are ready to pay more for a
better product. Accordingly, H4 is proposed:

H4 : COI positively and significantly associates with PPQ.

Knight and Calantone, (2000) insisted that A favorable COI has a positive influence on con-
sumers’ perceptions of product quality and purchasing decision making. Accordingly, HS is
proposed:

H5 : PPQ positively and significantly associates with PI.

Consumer Ethnocentrism (CE) involves unfavorable attitudes on imported products and favor-
able cognitive, emotional, and normative attitudes of consumers on domestic products. COO is
strongly associated with certain cognitive factors such as identity, autobiographical memory, pride,
and emotion; and the association tends to exist between the concept of CE and COO as a whole. In
relation to perceived brand prestige (PBP) and perceived brand quality (PBQ), ethnocentric con-
sumers are more likely to purchase domestic products even though the quality and prestige are not
as good as the imported ones (Vuong & Khanh Giao 2020). Accordingly, the following hypotheses
are proposed:

Hé6a : CE moderates the effect of COI on PI. The positive relationship between COI and PI will
be weaker for consumers with high degree of CE values.

Ho6b : CE moderates the effect of COI on PBP. The positive relationship between COI and PBP
will be weaker for consumers with high degree of CE values.

Hé6c : CE moderates the effect of COI on PBQ. The positive relationship between COI and PBQ
will be weaker for consumers with high degree of CE values.

3 RESEARCH METHODS

This research employed partial least square-structural equation modeling (PLS-SEM) via the Smart-
PLS program to test a model hypothesis. Overall, the evidence of a good model fit, collinearity
assessment, reliability, convergent validity, and discriminant validity indicated that the measure-
ment model was appropriate for testing the structural model. The population of this research was
Indonesian consumers in the age range of 20—41 years old, in which the samples were selected
using nonprobability sampling technique-convenience sampling. The data were collected through
questionnaire and distributed to Indonesian consumers via WhatsApp chat in a snowball manner.
There were 342 responses obtained but there were only 303 responses qualified for the data analysis
process since 39 responses were not eligible due to different age range.

4 FINDINGS AND DISCUSSION

4.1 Hypotheses verification

For hypothesis 1, the results indicated that country of origin image had a positive effect on purchase
intention with a standard coefficient of 0.172 and p value of 0.001, it was concluded that the
country of origin image variable had a significant effect on purchase intention; in meaning that
H1 is supported. This is in line with Seo et al. (2015) stating that country of origin image had a
positive effect on purchase intention.

For hypothesis 2, the results indicated that country of origin image had a positive effect on
perceived brand prestige with a standard coefficient of 0.427 and p value of .000, it means that the
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variable country of origin image had a significant effect on perceived brand prestige; in meaning
that H2 is supported. It is in line with Volles et al. (2016) stating that country of origin image had
a positive and significant effect on perceived brand prestige.

For hypothesis 3, the results indicated that perceived brand prestige had a negative effect on
purchase intention with a standard coefficient of -0.088 and p value of 0.158, it is concluded that
the perceived brand prestige variable did not have a significant effect on purchase intention; in
meaning that the H3 is not supported. It is not in accordance with Vuong and Khanh Giao (2020)
stating that perceived brand prestige had a positive effect on purchase intention.

For hypothesis 4, the results indicated that country of origin image had a positive effect on
perceived product quality with a standard coefficient of 0.422 and a p value of .000, it is concluded
that the variable country of origin image had a significant effect on perceived product quality; in
meaning that H4 is supported. It is in accordance with Abdelkader (2015) stating that country of
origin image had a positive and significant effect on perceived product quality.

For hypothesis 5, the results indicated that perceived product quality had a positive effect on
purchase intention with a standard coefficient of 0.393 and a p value of .000, it is concluded that
the perceived product quality variable had a significant effect on purchase intentions; in meaning
that H5 is supported. It is in line with Seo and Lee (2014) stating that that perceived product quality
had a positive and significant effect on purchase intention.

Hypothesis 6a implied that country of origin image and purchase intention relationship is moder-
ated by consumer ethnocentrism, so the positive relationship will be weaker for consumers holding
high CE values. The interaction effects country of origin image * consumer ethnocentrism (mod-
erating effect 1) was not significant on purchase intention with path coefficients of —0.21 and the
t-test depicted an insignificant relationship (p = 0.192 > 0.05); in meaning H6a is not supported.
It is not contrary with Li et al. (2012) stating that consumer ethnocentrism is linked to product
assessment and purchase intention of non-local products.

Hypothesis 6b postulated that the relationship between country of origin image and perceived
brand prestige is moderated by consumer ethnocentrism so that the positive relationship will be
weaker for consumers who hold high CE values. The interaction effects of country of origin image
* consumer ethnocentrism (moderating effect 2) was significant on perceived brand prestige with
path coefficients of —0.228 and the t-test depicted a significant relationship (p = 0.006 < .05);
in meaning that H6b is supported. It is in accordance with Carter (2020) stating that consumer
ethnocentrism tends to have a negative effect on consumer perceptions of foreign products, causing
a reduction in consumer desire to buy the products.

Hypothesis 6¢ postulated that the relationship between country of origin image and perceived
product quality is moderated by consumer ethnocentrism so that the positive relationship will be
weaker for consumers who hold high CE values. The interaction effects of country of origin image
* consumer ethnocentrism (moderating effect 3) was significant on perceived product quality with
path coefficients of —0.281 and the t-test depicted a significant relationship (p = 0.001 < .05);
in meaning Hg,. is supported. It is in consistent with Sharma et al. (1995) stating that consumer
ethnocentrism can lead to consumers overestimating the attributes and overall quality of their
domestic products, but underestimating the foreign products quality.

4.2 Managerial implication

The findings reveal two major managerial implications. First, this research found that country
of origin image has a positive and significant relationship on consumers’ purchase intention in
Indonesia. It suggests that Korean facial skincare brand companies can increase consumers’ per-
ceptions of country of origin image to strengthen their purchase intention using various brand
marketing strategies such as sponsorship. Second, the country of origin image has a positive and
significant relationship with the perceived production quality of consumers in Indonesia. Hence,
marketers should realize that the country of origin image is a signal to strengthen their purchase
intention. Thus, brand managers should create a high-quality brand perception by emphasizing
Korea’s country of origin image and actively promoting Korean-made products.
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5 CONCLUSION

The findings of the research have found correlations between variables. First, country of origin
image positively and significantly associates with purchase intention and perceived brand prestige.
Second, perceived brand prestige has no positive and significant relationship with purchase inten-
tion. Therefore, the marketers are recommended to enhance customer’s perception and of country
of origin image to strengthen purchase intention by creating high-quality brand perception. Future
studies are recommended to increase the sample size and use simple random sampling, conduct a
cross-cultural analysis, and expand the sample to compare results and see whether the same factors
will be proved significantly.
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Reducing the quality deviation in Phosphogypsum pH by creating
advance washing system in PT Petrokimia Gresik (Phosphoric
acid plant)
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ABSTRACT: Phosphoric acid plant products have quality problems where the most quality devi-
ations are caused by the quality of phosphogypsum not meeting the standards. This results in the
high cost of gypsum management and great loss due to the waste or unusable products, thus, the
plan—do—check—act (PDCA) method is used in search of a solution. The solution that has been
successfully carried out is, firstly, by modifying the phosphogypsum washing system, specifically
on its filter by substituting low pH water to a higher pH for washing, which generally functions
to dissolve the water-soluble P,Os on phosphogypsum. The second solution is by adding a distri-
bution box to the hydration section, which functions to circulate some of the slurries to lengthen
the slurry residence time in hydration so that the pH of phosphogypsum is better. This innovation
is effective in reducing the low pH deviation of phosphogypsum products so that the potential of
phosphogypsum can be maximized in the future while following government regulations.

1 PRELIMINARY

In operational activities, phosphoric acid plant products have quality problems, where quality
deviations are the main problem, especially in the amount of phosphogypsum pH value, which s less
than 2 (low). Hence, the utilization of gypsum cannot be maximized due to government regulations
No. 101 of 2014, concerning hazardous and toxic-waste management. Another problem is the high
cost of phosphogypsum management since phosphogypsum cannot be processed in the purification
unit or marketed to consumers. With several solutions and modifications, such as improving the
phosphogypsum washing system on the second filter and adding a distribution box to the discharge
pump, the problem of phosphogypsum quality can be solved so that phosphogypsum can be utilized
as optimal as possible (El Afifi et al., 2009).

2 CAUSE IDENTIFICATION

Based on the results of the field review, it is found that several causes of deviations in the pH quality
of phosphogypsum occurred an average of 31 times. The causes include (1) the low pressure of
cleaning sprayer; (2) water washing using a second filter; (3) less slurry residence time in the
hydration tank; (4) stirring in the reactor is uneven; and (5) multiple density tests performed by
operators at a time. These causes are then classified into several factors.

The first factor is tools. The causes are the low pressure of washing water, clogged washing
sprayer, scaling, and the sprayer cleaning intensity. In other words, the presence of scaling clogs
the washing sprayer and causes the low pressure of washing water. The second factor is methods.
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The cause is the lack of slurry residence time in the hydration tank which results in imperfect
crystals in the slurry, causing the cake to break when filtered and leading to uneven washing. In
other words, washing water uses a second filtrate so that it has a low pH which causes washing to
be less than optimal, uneven washing, the cake cracks when filtered, the formation of crystals in
the slurry is imperfect, and the residence time of the slurry solution in the hydration tank is low
(D’eon et al. 2009) (Mabury, n.d.).

The third factor is materials. The cause is the very high amount of free acid slurry cake resulting
from the first filtration, sulfuric acid does not react perfectly with phosphate rock, and the stirring
in the reactor is not evenly distributed (Pérez-Lopez et al. 2007). The fourth factor is humans.
Operators are prone to fatigue and maybe less careful in conducting tests. After studying these
factors using the total risk analysis, the largest and most dominant total risk is washing water using
a second filtrate, with a risk value of 52.08%, followed by the residence time of the slurry solution
in the hydration tank, with a risk value of 33.33 %.

3 PLANNING AND IMPLEMENTING IMPROVEMENTS

Improvements are planned using the SW2H (what, why, where, when, who, how, and how much)
method. This method aims to find answers that are fitting for each question. “What” is a question
to find out the source of the problem, “why” is a question that serves to find out the purpose or
reason of the improvement itself, “where” aims to find out where the problem occurs, “when” is
used to find out the time to carry out the improvement/repair, “who” is used to find out who is
responsible for the repair, “how” is a question aiming to find solutions for the identified problems,
and “how much” is to calculate how much is the costs incurred. Below is the action plan issued for
the proposed improvement.

Table 1. Plan.

How Where, When, Who How Much
Engineering

Designing the advanced Candal Office Maintenance 111, August Rp0

washing system 1-5, 2019, Ryan Yanuar

Planning/designing the foundation Candal Office Maintenance 111, August Rp0

for treated water tank 1-5, 2019, Ryan Yanuar

Planning/designing the Candal Office Maintenance III, August Rp0
distribution box 1-5, 2019, Ryan Yanuar

Procurement Non-Metal Workshop, August 7-12, Rp27,728,376

Preparing HDPE materials
Preparing materials for the treated
water tank foundation

Prepare materials for the
distribution box (SS904L)

Construction

2019, Wahyudi

Civil Workshop, August 6-9, 2019,
Lutfi Kurniawan

Welding Workshop, August 7-12,
2019, Lutfi Kurniawan

Rp52,023,000

Rp121,739,264

Line fabrication Non-Metal Workshop, August Rp0
26-September 2, 2019, Wahyudi

Distribution box fabrication Welding Workshop, August 7-12, Rp0
2019, Lutfi Kurniawan

Treated water tank fabrication Phosphate Plant Area, 13-20 Rp0
September 2019, Rifqi Mahmudi

Installation fabrication result Phosphate Plant Area, 23-30 Rp0

and compliance

September 2019, Rifqi Mahmudi
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Table 2. Do — Resources planning.

Competencies of Manpower

Material Requirement

Equipment Requirement

Chemical engineer HDPE pipe Litmus paper
Mechanical engineer SS904L plat Digital pH meter
Process technologies HDPE stub end Microscope
Environmental pollution control ~ Flange carbon steel

Product knowledge Bolt stainless steel

Process control 6-inch block valve

Engineering design

Technician

How Where, When, Who Detailed Activities
Engineering

Designing the advance
washing system
Planning/designing the
foundation for

treated water tank
Planning/designing the
distribution box

Procurement
Preparing HDPE materials

Preparing materials for the
treated water tank foundation

Preparing materials for the
distribution box (SS904L)

Construction
Line fabrication

Distribution box fabrication
Treated Water Tank Fabrication

Installation fabrication result
and compliance

Candal Office Maintenance III,
August 1-5, 2019, Ryan Yanuar
Candal Office Maintenance III,
August 1-5, 2019, Ryan Yanuar

Candal Office Maintenance I1I,
August 1-5, 2019, Ryan Yanuar

Non-Metal Workshop, August
7-12, 2019, Wahyudi

Civil Workshop, August 6-9,
2019, Lutfi Kurniawan

Welding Workshop, August 7—12,
2019, Lutfi Kurniawan

Non-Metal Workshop, August
26-September 2, 2019, Wahyudi
Welding Workshop August 7-12,
Lutfi Kurniawan

Factory Area Phospate,
September 13-20, 2019, Rifqi
Mahmudi

Factory Area Phospate,
September 23-30, 2019, Rifqi
Mahmudi

Making a new design for the
phosphoric acid plant washing system
Making a design for the treated water
tank

Making a design for a distribution box

Preparing the equipment for line
washing

Cleaning area and preparing the
equipment for the tank foundation
and supporting materials

Preparing the equipment for the
distribution box and the fabrication
equipment

Connecting line washing fabrication

Assembling SS904L materials for the
distribution box
Casting the treated water tank area

Performing the installation of

fabricated results and making

adjustments so that everything
can run according to plan

4 RESULTS

After the improvements, the phosphogypsum products of PT Petrokimia Gresik are free from
the alarming hazardous and toxic-waste labels because it has met the requirements for waste
management per the government regulation No. 101 of 2014. The utilization of phosphogypsum
can be maximized because it is now allowed to be directly sold to the market as basic material.
From several comparisons using a Pareto chart, it is revealed that the hydration and second
filtration problem occurrences are decreased from 57 times to 20.67 times or equal to 63.73%,
after the repair. Additionally, a comparison of the root causes of the problem before and after the
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repairs shows a reduction in terms of number, where the causes of the problem are decreased from
a total of 48 to 11 or equal to 77.08%.

A comparison is also made by observing the QCDESMPHR (quality, cost, delivery, environment,
safety, morale, productivity, health, and reliability). After improvements are made, the pH quality
value of the product is now per safety standards. In terms of cost, there is cost efficiency for the
use of heavy equipment and a decrease in transportation costs of phosphogypsum to a temporary
stage area from Rp1,038,972,284 to Rp798,831,079. In terms of delivery, the delivery of purified
gypsum is not hampered because the purification unit does not experience a shutdown (0) due to
the crisis in rainy conditions, so that there is no environmental pollution. In terms of safety, the
risk of work accidents in the Intermediate Storage decreases to 1 (very safe), where, previously, it
had a risk value of 3 injuries in need of serious handling. From the moral point of view, the level
of satisfaction of the Purification Unit Operator increased to level 5 (very satisfied). In addition,
in terms of off-spec quantum phosphogypsum, productivity produced to 0 Tons. Also, in terms of
health, overtime is no longer available so that the health of employees is more maintained. Lastly,
in terms of reliability, the phosphogypsum plant process capability index has increased in number.
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ABSTRACT: Work-life balance is generally influenced by organizational policies. Therefore,
this study demonstrated the effect of work from home on work-life balance while considering
the mediation of engagement. A total of 502 public sector staff in Jakarta were surveyed, and the
obtained data were analyzed with Structural Equation Modelling. Subsequently, this discovered
that working from home and being engaged at work favorably and significantly impacted work-life
balance. Individuals who remained productive while working from home exhibited an enhancement
in their work and life, and dedication at work was shown to help in achieving work—life balance.
These results can enable the public sector to properly plan the work from home concept that
will improve work-life balance. Although the work from home scheme was initially established
without much preparation, it was able to promote work-life balance and can be an innovation
when conditions normalize. However, the implementation is still limited, thereby requiring future
studies on work—life balance in the public sector to verify the results, which revealed the positive
but unverified effect of working from home on work-life balance.

1 INTRODUCTION

Indonesia adopted a work from home policy to alleviate the impact of COVID-19. The impact of
this concept on work—life balance is uncertain, as Dima et al. (2019) and Chung and Van (2018)
discovered a beneficial effect, while Irawanto et al. (2021) and Palumbo (2020) discovered a
detrimental influence. Working from home during a pandemic is different than normal times since
it is an involuntary decision (Toscano & Zappala 2020), and employees have no prior training
(Grensing 2020).

Although understanding the impact of working from home on work—life balance in the public
sector is essential, there are limited studies into this relationship (Palumbo 2020) alongside a lack
of experience and context of the COVID-19 pandemic. Therefore, this study offers to partially fill
the knowledge about the impact of work from home and work engagement on work-life balance
by examining the effects on the public sector. The results can also help to define work from home
and in improving work-life balance.

2 LITERATURE REVIEW AND HYPOTHESES

According to Jones et al. (2006), work—life balance is a balance between the roles inside and
outside of the family and work. It consists of several constructs, such as work and non-work
conflict, alongside improvement in each role (Grzywacz & Carlson 2007). This phenomenon can
also be defined as the existence of individual satisfaction in each of the roles performed (Kelliher
etal. 2019). In the study by Znidarsic et al. (2020), work—life balance was revealed to be influenced
by individual, organizational, and state factors.
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Meanwhile, Rupietta and Beckmann (2016) stated that the work from home concept allows
employees to schedule and organize their work. It circumvents the need to come to the workplace
and holds several benefits, such as saving travel time from the home to the office (Suarlan 2018),
flexibility, and control while working (Wohrmann et al. 2021).

Conversely, Schaufeli et al. (2002) defined work engagement as a quality that is displayed in
individuals who can think positively and satisfactorily concerning work and is characterized by
vigor, dedication, and absorption. Rothmann and Baumann (2014) stated that working from home
will have a positive work engagement effect, as signified by psychological meaningfulness and
availability.

H1: Work from home has a positive impact on work—life balance
H2: Work from home has a positive impact on work engagement.
H3a: Work engagement has a positive impact on work—life balance.
H3b: Work from home has a positive impact on work—life balance with work engagement as a
mediator.

3 DATA AND METHOD

This quantitative study involved an online survey of the staff of a public sector organization in
Jakarta. It was conducted with convenient sampling methods in October 2021, using respondents
who had a 2-year minimum working period and had experienced working from home. The study
model is displayed in Figure 1.

A pre-existing questionnaire translated into Bahasa was used to measure the indicators in the
study. The work-life balance indicator was adapted from Hayman (2005) using 3 dimensions with
15 items, namely WIPL (Work Interference with Personal Life), PLIW (Personal Life Interference
with Work), and WPLE (Work-Personal Life Enhancement). Meanwhile, work from home was
adapted from Irawanto et al. (2021) with 8 unidimensional items, and measured productivity,
alongside the attitudinal and situational factors felt by employees during the implementation of
this scheme. The third indicator, work engagement, was adapted from Schaufeli et al. (2006) and
employed the UWES-9 (Utrecht Work Engagement Scale), using three dimensions, namely vigor,
dedication, and absorption. Then, a Likert scale ranging from 1 (strongly disagree) to 7 (strongly
agree) was utilized, while SPSS 26 and Lisrel 8.8 were used to conduct the descriptive statistics
and SEM analysis, respectively.

4 RESULTS AND DISCUSSION

A total of 502 employees was used, with men accounting for 58% and women comprising 41%.
About 74.30% were married, and only 17.23% of this proportion did not have children. In addi-
tion, the majority’s highest education level, at 67%, was a diploma/bachelor’s degree. The value
of all items reached a loading factor of >0.5, the reliability test obtained a Cronbach alpha
level >0.7, the construct reliability of each variable was >0.7, and the AVE values were >0.5.
Finally, the respecification results had a good fit model with values of GF1=0.94; SRMR =0.051;
RMSEA =0.067.

Table 1 shows the hypotheses testing, where 1 (WFH: $ =0.21, t=4.09 > 1.96) and 3a- (WE:
B=0.61, t=28.35> 1.96) had positive and significant relationships with WLB, and Hypothe-
sis 2 (WFH: B =0.30, t=6.18 > 1.96) had similar effects on WE. Also, 3b with a value of
z=4.91>1.96 and effect=0.393 > 0.30 was assumed to have a positive significant effect,
signifying a partial influence of WE on the relationship between WFH and WLB.

Hence, this study shows that working from home has a positive impact on work—life balance
(Chung & Van 2018; Dima et al. 2019). This means that the enhancement between work and
personal life and mutual support increases with the benefits felt by employees while working
from home. Working from home has various advantages, such as reduced fatigue from travel,
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Table 1. Hypothesis Analysis

Hypothesis Relationship Loading factor T-value Result

H1 WFH — WLB 0.21 4,09 confirmed
H2 WFH — WE 0.30 6,18 confirmed
H3a WE — WLB 0.61 8.35 confirmed
H3b WFH — WE — WLB 0,393 491 confirmed

Source: Result of statistical data using LISREL

alongside increased productivity, effectiveness, and flexibility, as the job schedule is arranged by
the employee. These advantages, which can generate enhancements at work and in personal life,
are also significantly influenced by the employees’ mood.

Following the ability to work from home, employees feel more engaged in performing their jobs.
(Palumbo 2020) and can harbor positive thoughts for their jobs. Their dedication is demonstrated by
the inspiration received from work, which the organization can promote by permitting employees
to work professionally from home. As a result of the improved benefits of this concept, employees
experience a higher enthusiasm level and an increased willingness to work.

Furthermore, work engagement positively affects work—life balance perceived by employees
(Ilies et al. 2017; Palumbo 2020) and serves as a partial mediator in its relationship with the work
from home concept (Chanana 2020). The development of positive thoughts by employees about
their work can reduce the disruption in their professional and personal life, thereby signifying a
beneficial relationship between the two roles. At work, the dedication felt can improve employees’
moods, which will positively affect other roles.

5 CONCLUSION AND SUGGESTION

This study focused on the effect of work from home and work engagement on work-life balance
of employees. These factors were shown to exert positive effects on this balance, where working
from home was shown to eliminate employee travel time and flexibility. Although this concept was
a new experience for the public sector, it positively affected work—life balance. This is related to
the adaptations made by employees, considering the scheme was implemented for 1.5 years. In
addition, work engagement was revealed to improve the relationship between work from home and
work-life balance.

These results imply that organizations can increase the productivity of employees that work
from home through training on effective practices related to time management and division of
work between the home and office. Additionally, training can be provided on establishing physical
and psychological boundaries between work and personal life. Creating a positive work environ-
ment at home and the office is important and can be promoted by displays of appreciation from
the organization or supervisor to increase employee inspiration. Furthermore, exhibiting trust in
employees’ abilities to perform well while working from home is also essential.

Finally, the limitation in this study was its focus on work-life balance as a determinant in the
work domain. Future studies in diverse circumstances are required to evaluate the work from
home implementation, which may differ due to variances in technical capabilities, facilities, and
infrastructure.
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ABSTRACT: Marketing 4.0 has gained a lot of attention and implementation in studies and
practices. However, there is still a lack of research, particularly in its relation to unique groups of
customers’ advocation. Therefore, this study aims to empirically examine Marketing 4.0 Elements’
impacts on the customer satisfaction and loyalty intention, in order to determine how religious
brand preference contributes to the relationship among Indonesian Muslim woman customers of
local Modest Fashion Brands. Quantitative analysis with SEM is used to analyze the data, and the
results indicated that all the marketing 4.0 elements, namely, brand image, brand identity, brand
integrity, and brand interaction, have a significant positive impact on customer satisfaction, while
only brand image and interaction have a significant impact on their loyalty intentions. Furthermore,
it also showed the significant and positive moderating role of religiosity on the link between the
marketing 4.0 elements, except for brand integrity on customer satisfaction and loyalty intentions.
Consequently, this study provides new insights into the model theory based on the four elements in
an emerging industry. Specifically, the managerial implication is directed to local modest fashion
brands entrepreneurs in Indonesia, in order to gain insights and understanding of effective ways in
marketing modest fashion brands, especially among Muslim consumers in this digital age.

1 INTRODUCTION

Digital innovations have brought various changes to the society (Brey, 2018), including business
activities (Saarikko et al., 2020), mediating a brand and its customer into a closer relationship
(Kotler et al., 2017; Smith & Zook, 2011; Vial, 2019), in line with the new interaction concept
in Kotler et al. (2017). In fact, marketing practices have continued to be transformed (Thaichon
& Ratten, 2021) along with the digitalized industry and increased usage of the Internet (Melovic¢
et al., 2020). This is also seen in Indonesia with the increasing number of users (APJII, 2020) and
the continuing rise of the digital economy (E-conomy SEA 2020, 2020). Generally, the country
has the largest Muslim population (Lipka & Hapkett, 2017), such that the current halal industry is
becoming more attractive (State of the Global Islamic Economy Report, 2019) including the modest
fashion sector as it faces fiercer competition. Hence developing better strategies is crucial in this
rapidly changing digital age. However, the Marketing 4.0 is empirically understudied because it
is relatively new (Dash et al., 2020), and given the dominant focus of existing studies on Muslim
consumers (Abdullah et al., 2020; Al-Hyari et al., 2012; Ashraf et al., 2017; Bachleda et al., 2014;
Irani et al., 2016), compared to other product categories (Fernie & Grant, 2019). Based on this,
less information is known about the overall marketing perspectives. To address this gap, this study
is conducted to better meet the demands and expectations of Muslim consumers from local modest
fashion brands in the digital world.
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2 LITERATURE REVIEW

Studies (Kazemi et al., 2013; Sari, 2014; Shirazi et al., 2013) discovered the significant effect of
brand identity on the customer’s satisfaction. For example, it increases the attention to manage the
brand in creating a superior brand identity (Mullins & Orville C. Walker, 2013). Danish et al. and
Hameed and Kanwal (Danish et al., 2018; Hameed & Kanwal, 2018) also explained that brand
identity has a significant influence on the customer’s loyalty intention.

The second element is Brand image, defined as the representation of the customer’s overall
perception of a brand (Maurya & Mishra, 2012; Wijaya, 2013). The study conducted by Lahap
etal. (2016) described brand image as an important element that contributes to customer satisfaction
level. Also, Neupane (2015) and Wai Lai (2019) found that brand image has an effect on the loyalty
intentions.

The next element is brand integrity, and how it directly correlates to trust and customers’ loyalty.
Meanwhile, Aylott (2010) and Djailani and Tan (2015) also explains how brand integrity plays an
important role in conveying the marketing strategies of its product to the targeted customers, hence
these values are based on their reputation and the ability to generate repeat sales.

Brand interaction is the newly added dimension in the marketing 4.0 model. According to Kaihatu
(2020) and Rahmawati and Aji (2015) this interaction has a significant influence on customer
satisfaction, while Petzer and van Tonder (2019) stated that facilitating customer engagement often
led to stronger loyalty intentions, hence playing an important role.

Customer satisfaction serves as a pioneer in achieving marketing goals because it influences
customer loyalty (Ograjensek & Gal, 2011). Rakhi (2014) and Ui et al. (2020) described the
positive effect of customer satisfaction to the loyalty intentions.

The following will explain how the idea of the customer’s religious brand preference may mod-
erate the effect of the marketing 4.0 elements on customer satisfaction and loyalty intentions. The
moderation effect occurs because religiosity often disrupts or strengthens the relationship that exists
among consumers with their outcomes, e.g., Mokhlis (2018) stated that religiosity has an impact
on several aspects of a consumer’s lifestyle, which in turn has an impact on their consumption
behavior and in decision-making, and Shah et al. (2019) noted how it could moderate the customer
engagement-satisfaction relationship. Kusumawati et al. (2019) and Suhartanto et al. (2020) found
no effects of religiosity on customer satisfaction and loyalty. Hence, Baron and Kenny (1986)
suggested the need for a moderator variable when a relationship was found to be inconsistent
or weak.

3 RESEARCH METHOD

The sample taken included Muslim woman customers of local modest fashion brands in Indonesia.
The respondents were required to be a Muslim woman who had purchased from a local modest
fashion brand at least once within a period of three months and were domiciled in the country.
From the responses collected, 259 were used for the analysis.

The questionnaire was developed with several sections, including the profile of the respondents
and screening questions, which are the main ones to be tested by using a 5-point Likert scale.
Furthermore, the seven variables of the marketing 4.0 elements tested included brand image, brand
identity, brand integrity, brand interaction, customers satisfaction, loyalty intention, adopted from
Dash et al. (2020), and religious brand preference from Nguyen et al. (2020).

The respondent characteristics and each item collected were analyzed by using descriptive
statistics. Afterward, the hypothesis testing was conducted through SEM analysis, by testing
the Goodness-of-fit measures first, followed by the measurement model validation. The final
part of hypothesis testing was carried out by using the Path Analysis to test the conceptual
framework.
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4 RESULTS AND CONCLUSIONS

Goodness-of-fit measures were examined to determine the overall model and then a single-path
analysis was used in the hypothetical model, where the statistical results showed that brand image
has a significant influence on the customers’ satisfaction and loyalty intention. Furthermore, the
variable brand interaction was also found to have a significant positive influence on customer satis-
faction and loyalty intention. Meanwhile, the variable brand identity also has a significant influence
on the customer’s satisfaction but not on the loyalty intention. The same goes with brand integrity
that has a significant positive influence on customers’ satisfaction but not on the loyalty intention.
Likewise, the last path explains the impact of customer satisfaction on its loyalty intentions which
are found to be significant. The insignificant influence of brand identity and brand integrity on the
loyalty intentions are in line with the context of fashion consumers, according to Balchandani et
al. (2021) which are now more experimental and are willing to go beyond their favorite brands,
which explains how the two elements cannot influence the customers’ loyalty directly on these dig-
ital platforms, e.g., Brydges and Hracs (2018) explained how the digitalized industry has caused
various brands to use the same technology and platforms to connect with their consumers, which
may have limited their ability to show their identity and integrity directly to customers to make
a repurchase activity. This study also explains the moderating role of religious brand preference,
to the relationship of marketing 4.0 elements except for brand integrity on both the dependent
variable. The insignificant results in moderating the variable brand integrity to the dependents of
this study implies how marketers in the local modest fashion industry have not involved religious
values in that aspect, which resulted on the customers not expecting any difference based on their
religious brand preference on how the brand integrity is shown, unlike other industries such as halal
food, that may have shown more religious marketing activities to strengthen their integrity, that is,
in serving halal foods. This study has been able to prove that marketing 4.0 elements’ effects on
the consumer’s behavior are different based on the contextual aspects. In the local modest fashion
industry of a Muslim majority country, the customer’s satisfaction was influenced by the brand’s
identity, image, integrity, and interactions, which implies the cruciality of the four elements to
be noticed and improved in order to enhance their satisfaction. Meanwhile, the customer’s loyalty
intentions were influenced by the brand’s image and the brand’s interaction. According to the mod-
eration analysis, religious brand preference moderates the link among the marketing 4.0 elements
except for brand integrity on the customer’s satisfaction and loyalty intention. Consequently, brands
do not only have to be innovative and dynamic but also have to appeal on a spiritual level, in order
to represent faith, ethics, and values, while also taking into consideration the cultural diversity of
Muslim customers.
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ABSTRACT: The need for bureaucratic agility and professionalism has prompted the Indone-
sian government to implement a delayering and specialization policies. To attract the interest of
civil servants, the government release its official discourse and developed positive narratives on
the advantages of these policies. However, not everyone shares the same point of view, given that
social reality is plural. Therefore, this study examines the perspectives of Civil Servants which
differ from the official discourse. The method used was a qualitative interpretivist approach, and
a semi-structured depth interviews involving 28 Civil Servants from Central and Regional Gov-
ernment Agencies. Also, the data was analyzed using thematic analysis. The results showed that,
Civil Servants define delayering and specialization as ‘incorrect pills’, ‘premature organizational
change’, and ‘a career barrier wall’ caused by misdiagnosed problem, insufficient preparation,
limited communication, and a large administrative burden.

1 INTRODUCTION

The VUCA World era, defined as a business environment characterized by volatility, change,
uncertainty, complexity, and ambiguity, presents a major challenge to management. In order to
find their way around the VUCA environment, executives are encouraged to emphasize on agility,
dexterity, flexibility and resilience (Millar et al. 2018). One of them is the Indonesian government
which appears to be improving the quality of its public services and bureaucracy. In response to
the need to simplify an overweight structure as well as the need for additional functional positions,
the government has developed the concept of agile transformation by simplifying echelonization
(delayering) and shifting Structural Positions (specialization). Moreover, the scope is national,
encompassing both central and local government.

The government released an official discourse and developed positive narratives to support its
policies, but not everyone has the same point of view, considering plurality social reality. Therefore,
an alternative perspective provided by potential parties such as the employees is needed to examine
the phenomenon in a more real, comprehensive, and detailed way, specifically for policymakers.
For example, Noe (2016) stated that the disadvantage of the delayering decisions is the reduction
of promotion opportunities, therefore, the organizations need to consider providing other offers to
the employees in exchange. Also, delayering causes a number of unfavorable conditions, such as
demotivation and worsening career prospects (Foster et al. 2019). Based on those considerations,
this study assists change managers in identifying and understanding how civil servants perceive
delayering and specialization policies, both for the organization and themselves. This will fill gaps
in the existing literature over the last five years, focusing in the public sector of a south global
country such as Indonesia, particularly from employees’ perspective in the post-transfer period
(Ramadani & Sofyaningrum 2020).
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2 LITERATURE REVIEW

There are various approaches to defining organizational change stages. The Kotter acceleration
model (2012), for example, divides the stages of successful organizational change into eight impor-
tant stages: (1) building a sense of urgency, (2) forming a strong coalition, (3) developing a vision as
a goal of change and developing strategies to achieve it, (4) communicating the vision, (5) strength-
ening stakeholders, and (6) planning and developing short-term goals. (8) make new approaches
official. During every organizational change stage, some challenges and obstacles lead to failure.
Kotter (2012) stated factors such as failing to build a sense of urgency, failing to form a coali-
tion strong enough to serve as a support system and underestimating the power of vision. Any of
these errors could prevent an organization from offering desired products or services at affordable
prices by slowing down new initiatives, creating frustrating employees, unnecessary resistance, and
sometimes completely eliminating the needed change. According to Whelan-Berry and Somerville
(2010), two-way communication helps employees understand change, form engagement, respond
to questions, properly identify, and overcome obstacles.

Several studies on delayering and specialization have been conducted separately or concurrently.
In which, delayering is known to have a variety of effects, including young employees feeling more
responsible (Hassard & Morris 2020), demotivation and worsening career prospects (Foster et al.
2019), and job insecurity (Hassard & Morris 2020) on employees and organization. Meanwhile,
the results of previous study showed that the advancement in the employee career is aided by
specialization (Ferguson & Hasan 2013). On the other hand, Kliethermes et al. (2021) reported that
specialization did not help increase performance and quality of output, particularly in adolescence.
The implementation of delayering and specialization in Indonesia has been examined with several
results, such as the urgency and consequences of delayering using the literature review method
of (Dahlia 2020) and a communication strategy that requires written guidance to avoid potential
resistance from managers (Ramadani & Sofyaningrum 2020). Therefore, this study contributes to
the literature by presenting employees’ perspectives and filling the gaps identified by Ramadani
and Sofyaningrum (2020) regarding the need for study on post-transfer conditions.

3 METHOD

3.1 Data collection

The data were collected through in-depth interviews with 28 participants that provided answers to
the submitted questions (Moser & Korstjens 2018) based on their perceptions, experiences, views,
and feelings. The participants consisted of civil servants affected by delayering and specialization,
including Echelon III, IV, and IV Officials, as well as functional and staff who did and did not
experience position equalization. Due to limitations during the COVID-19 pandemic, most inter-
views were conducted online using Google Meet and Zoom to avoid direct contact and the spread
of the virus. Furthermore, the interviews were conducted from 18 May—27 October 2021 through
online and offline by adjusting participants’ time and media preferences.

3.2 Analysis method

The analysis was conducted using thematic methods, according to Braun and Clarke (2006) that
are appropriate and powerful for understanding a collection of experiences, thoughts, or behaviors
across data sets. It is the process of identifying patterns or themes in the collected data (Braun &
Clarke 2006). According to Braun et al. (2019), the process of thematic analysis is divided into
six stages: data understanding, initial code identification, theme search, review, definition and
naming, and report preparation. The codes with similarities were grouped based on the results of
observations and the pattern of the contained meaning. In the process of searching for a theme, all
themes, sub-themes, and supporting data were re-read.
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4 RESULTS AND DISCUSSION

The results of data analysis were categorized into three main themes, namely Delayering and
Specialization as ‘Incorrect Pills,” ‘Premature Organizational Change,” and ‘Career Barrier Wall’.
Delayering and specialization as incorrect pills consist of the sub-themes of unscientific policy-
making, which are not solutions to bureaucratic problems. Furthermore, four sub-themes rash
decision, unprepared employees, unprepared infrastructure and non-fluent communication explains
changes as policies that are rushed and forced to run prematurely with conditions of unpreparedness
of employees, infrastructure, and communication processes. Meanwhile, the career barrier wall
theme consists of sub-themes with more difficult promotion decreases in the amount and value of
income, constrained competency development, and status of no more prestige explains employee
views on careers that are increasingly difficult to reach.

e g Not Problem .

Unscientific Solvat Rash Decision Unprepared

Employee

Incorrect L Unprepared
Pills Infrastructure

/
\ / Non-fluent
\ / communication
Career
Barrier Wall

Constrained
Competency Harder Promotion Not Prestigious
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Figure 1. Themes map.

In the theme map as shown in Figure 1, the Incorrect Pills theme and premature organizational
change are connected by a dotted line to the career barrier wall theme, which implies that the
unscientific policy-making and the implementation process are too quick, resulting in many unpre-
pared rules and staffing system, thereby forming a barrier wall. Meanwhile, the dotted line from
premature organizational change to Incorrect Pills describes a premature implementation process
hindering the success of organizational change and promoting policies. This study shows that every
stage in organizational change has pitfalls, such as preparing a smooth communication process to
prevent failure. Furthermore, communication plays an important role by recommending the pro-
cess of organizational change Kotter (2012), which is performed by utilizing all communication
channels owned by the organization. Also, it supports the study of Whelan-Berry dan Somerville
(2010), which states that two-way communication occurs not only at the beginning but throughout
the change process to address resistance, motivate employees, resolve obstacles and maintain the
momentum of change. Therefore, a career management system is needed to retain and motivate
successful employees (Noe et al. 2016).
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5 CONCLUSION

This study presents different meanings of delayering and specialization in contrast to the official
discourse, stating it as a solution to the problem of big bureaucracy in Indonesia. It discovered
three alternative meanings of delayering and specialization policies from the perspective of civil
servants, namely “Incorrect Pills,” “Premature Organizational Change”, and “Career Barrier Wall.”
The policy-making process that is considered unscientific and misguided is the essence of the Nar-
rative of Delayering and Specialization as “Incorrect Pills”. Meanwhile, “Premature Organizational
Change” is the most appropriate analogy to the rushed implementation process, hence, there is no
preparation towards managing the quality and mentality of employees, complete infrastructure,
as well as building two-way communication flows that become the guiding light for the actors of
change. Furthermore, the third theme, “Career Barrier Wall” represents employees’ disappoint-
ment and fading enthusiasm in getting to the top of their career. This study also supports Kotter’s
(2012) and Wheelan-(2010) Berry’s on avoiding the eight pitfalls of change and the importance of
developing effective two-way communication.

The research’s managerial implications are expected to be used as evaluation material for the
government by listening to and understanding the real situation felt by civil servants regarding the
influence of policies on the purpose of change to overcome bureaucratic problems in Indonesia.
These alternative meanings demonstrate that a decline in the employee’s enthusiasm necessitates
prompt and appropriate action. To function properly, these policies must adhere to key success
indicators as guidelines and avoid the pitfalls that exist at each stage of change. Furthermore,
successful policies necessitate the support of a good administrative system and civil servants at all
levels to assist in the resolution of bureaucratic problems.
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ABSTRACT: Cross-Channel Integration is a journey toward Omnichannel Implementation.
As one of central ideas in Digital Marketing, Omnichannel will enable a unified, seamless and
contextual customer experience, irrespective of channel, device and system of engagement. This
study aimed to provide an insight into the impact of Cross-Channel Integration (as a milestone
toward Omnichannel Implementation) to a customer’s purchase behaviors at one of Indonesian
mobile operators. The study applied descriptive and predictive analytics on customer purchase
data across different sales channels to validate the change on the customer purchase behavior (i.e.,
channel shifting) due to channel integration, which enables the ease of purchase and unified sales
campaign/promotion irrespective of the channel used by the customer. The campaign was based
on a predictive model: Next Best Offer recommendation which optimized cross-selling oppor-
tunity. Finally, this study provided insight about the change on customer purchase behavior due
to Cross-channel Integration and how to stimulate customer spending across channels for further
monetization.

1 INTRODUCTION

Telkomsel is a leading mobile operator in Indonesia with more than 50% market share and multiple
sales channels, including traditional (i.e., Grapari, Reseller) and digital (i.e., MyTelkomsel). These
channels were siloed and unintegrated, especially in terms of product and fulfillment. This condition
is categorized as multichannel based on multiple channel retailing (Beck & Rygl 2015).

As part of its strategic objectives, Telkomsel embarked on a Digital Transformation that
developed/enabled some integrations across different sales channels, such as Integrated Prod-
uct Information, Integrated Promotion, Integrated Transactions, and Integrated Fulfillment. This
allowed Telkomsel to transition from a multichannel environment to a cross-channel environment
to an omnichannel environment as the end goal.

This study intended to address the following research queries: (1) what is the impact of cross-
channel integration to customer’s purchase behavior? And (2) what should be done to stimulate
customer spending more after the cross-channel integration?

2 LITERATURE REVIEW

2.1 Digital marketing

Digital marketing involves achieving marketing objectives through digital technologies and media
(Chaffey & Ellis-Chadwick 2016). Herhausen (2020) classified the Digital Marketing capabilities
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into four categories: (1) Channels (including multiple channel capability), (2) Social Media, (3)
Digital Relationship (include CRM), and (4) Digital Technologies. This study focused on channel
capability and customer behavior in different channels.

2.2 Multichannel, cross-channel, and omnichannel

Multichannel has become popular in recent years, involving activities and processes in selling
and distributing products or services through more than one channel. However, it has various
weaknesses including its channels running separately and independently (Beck & Rygl 2015).
Competition among the different channels for the same product or service is unavoidable since
there is no proper alignment across the channels (Mirzabeiki & Saghiri 2020). The multichannel
concept evolved into Cross-channel and finally Omnichannel to mitigate these weaknesses. Beck
and Rygl (2015) suggested the categorization of multi, cross, and omnichannel concepts based on
the degree of inter-channel interaction triggered by a customer and/or retailer’s control in channel
integration.

Channel integration plays a significant role in the evolution of channel management. When
channels operate separately and independently, they create siloed processes and have difficulties
delivering a consistent and unified experience to the customers. Channel integration will lead to
channel synergies that eventually address these challenges (Verhoef et al. 2015).

2.3 Customer Decision Making in Buying Behavior

According to Levy (2019), there are five stages in the buying or purchase process of consumer
merchandise or service: (1) identify an unsatisfied need; (2) seek information about how to satisfy
the need; (3) evaluate the alternatives and visit particular channels where he/she can evaluate the
offer; (4) purchase the merchandise or service; and (5) post-purchase evaluation.

This study focused on the Stage 4 of Buying process: Purchase the Merchandise and Service.
From the customer segment perspective, it focused on the B2C Prepaid Segment.

3 RESEARCH METHODOLOGY

3.1 Research approach

Though most business research is still dominated with the traditional statistics analysis method
that tests causal hypotheses, the use of the analytics method in research is gradually being
adopted/used to address interesting business research questions (Delen & Zolbanin 2018). Based
on the nature/characteristic and approach used to analyze the data, analytics are categorized into
four groups: descriptive, diagnostic, predictive, and prescriptive (Delen & Zolbanin 2018). In this
study, we focused on the combination of descriptive and predictive analytics as the selected research
approach by leveraging Big Data and Analytics capabilities and resources owned by Telkomsel.

3.2 Data sources and the operationalization of variables

The data sources in this study consist of transactional, reference, and aggregated/derivative data.
For the transactional data, there were two main data sources as follows: (1) Customer Purchase;
and (2) Customer Recharge. Through these two transactional data, we could generate insights
to address research question 1 by comparing total recharge/purchase transactions per month per
channel before and after the channel integration. These data sources were also used to find important
features/attributes for the predictive analytic model to address research question 2.

The second type was reference data which consist of two main references: (1) Product Reference;
and (2) Channel Reference. The last type was aggregated/derivative data related to customer and
time: ARPU, Average Revenue Per User; LOS, Length of Stay.
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3.3 Methodology

This study employed six steps (Figure 1) for the methodology. The first step was data preparation
and preliminary filtering based on the required retention and the filtering rule.

The next step was descriptive analytics on customer purchase. This was to answer research
question 1 as to whether there was any impact on Customer Purchase Behavior due to channel
integration. The descriptive analytics was done on Recharge (Regular Recharge) and Package
Purchase (VAS Recharge) of Prepaid Customer before and after the channel integration.

The third step was segment filtering. This was to prepare the analytical base table that would be
used for the cross- channel next best offer analytical model. The fourth step was the development
and training of an analytical model. This was to answer research question 2 by developing the cross-
channel next best offer (NBO) model/campaign. This model used three algorithms: (1) Package
Repurchase Prediction; (2) Product Similarity; and (3) Collaborative Filtering.

The fifth step was model execution and onboarding/integration to sales channels: traditional,
digital, self-service and assisted channels. The final step was the result and analysis.

4 RESULT AND DISCUSSION

4.1 Descriptive analytics on customer purchase/recharge behavior

Following the research methodology, descriptive analytics was performed on the 12-month cus-
tomer purchase (represented by prepaid recharge/top-up and package purchase) transactions before
and after the cut-over of channel integration which happened in the end of May 2020.

Declining trends was identified in Traditional Reseller channel after the cut-over of channel
integration (as indicated in Figure 2). The number of transactions kept declining after May 2020
until December 2020. On the other hand, from tabular analysis, increasing/inclining patterns/trends
were identified in the Digital Distributor and Digital Direct channels.

These declining and inclining trends indicated that there was customer channel preference
shifting from Traditional Reseller to Digital Distributor and Digital Direct channels after the cross-
channel integration milestone. The result was consistent when a deep dive analysis was performed
using daily average transactions and customer path analysis. There was customer behavior change
(channel preference shifting) after the cross-channel integration.

4.2 Predictive analytics on cross-channel next best offer model

The cross-channel next best offer (NBO) model aimed to address research question 2 on what
should be done to stimulate customer spending after the channel integration.

After applying segmentation filtering using ARPU between IDR 70,000 and IDR 100,000, and
also LOS more than 180 days, we proceeded to develop features from the following matrixes: (1)
Package matrix; (2) User matrix; and (3) Package vs. User matrix. Using these features, the model
was developed and trained through iterations using a data science kit named XGBoost (Extreme
Gradient Boosting) until reaching the expected threshold (accuracy: 76% and F1 score: 89%).

After the model was quite stable, the model was then released to production and integrated to
various channels. The integration was done to enable the real customer response toward the NBO
recommendation. The NBO campaign/promotion was available/accessible through all channels and
showed persistent campaign/promotion for individual customer.

The overall take up rate for six months was higher than 2% which is above the average campaign
take up rate of a typical BTL (Below The Line) campaign. The performance in May 2021 slightly
dropped since during that period there were several ATL (Above The Line) or mass campaigns due
to Lebaran festivities, such as a Surprise Deal program. However, the trend was still higher than
2% take up rate, which demonstrated the good accuracy of the predictive model (Next Best Offer).
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5 CONCLUSION, IMPLICATION, AND FUTURE RESEARCH

Based on the findings in the previous section, there were several conclusion points that can be
withdrawn as follows: (1) Based on the descriptive analytics on customer purchase data before and
after channel integration, there was significant customer purchase transaction shifting from Tradi-
tional Reseller Channel to Digital Channel (both Digital Distributor and Digital Direct) after the
enablement of cross-channel integration in May 2020. (2) Having leveraged one of enabled chan-
nel integration type: Integrated Market Information, the Next Best Offer (NBO) model/campaign
provided an Integrated Promotion across different channels. (3) Based on the actual campaign
execution result for several months, the NBO campaign showed higher take up rate (greater than
2%) than typical Below The Line (BTL) campaign (take up rate around 1-2%).

There are management implications that we can consider: (1) Opportunity for management to
migrate/shift the customer channel preference from less cost-effective channel (i.e., Traditional
Indirect Channel) to more cost effective channel (i.e., Digital Direct Channel). (2) Anticipating the
risk of unbalanced channel transactions since the customer channel preference becomes more fluid
(i.e., during promotional program in one particular channel).

Considering some limitations of this study, several recommendations can be proposed for the
future research: (1) Extending the research focus to cover the antecedence of customer purchase
decision making in the environment of Cross-Channel Integration; and (2) Extending the customer
segments to cover the postpaid customer segment for more holistic view of Channel Integration.
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ABSTRACT: This research aims to analyze the influence of work environment (WEV) and job
characteristics (JC) on turnover intention (TT) with work engagement (WEG) as a mediating variable
to the Indonesian millennial generation in the energy sector. It was motivated by the increasing
number of millennial generation in various companies, and the sampling research used SPSS for
descriptive and free analyses. In contrast, AMOS software was used for SEM analysis to obtain
the hypothesis with: (1) the aspects of the WEG score, WEV, and JC on TI level as a measurement
variable and (2) the composite score, as a latent variable.

1 INTRODUCTION

In this era of globalization, humans are involved in several advancements, development, and
struggles since their needs are insatiable. This makes organizations attract and retain highly skilled
personnel to their companies

The current workforce consists of the boomer generation, generation X, and millennial genera-
tion (De Meuse et al. 2010). The generation with the largest population is millennial generation,
which is 33.75% of the total population of Indonesia (Kementerian Pemberdayaan Perempuan
dan Perlindungan Anak & Badan Pusat Statistik Indonesia 2018). However, the increase in the
millennial generation is accompanied by a higher turnover rate. For example, Deloitte (2018) con-
ducted a Millennial Survey, which showed an increased turnover rate of 38%—43% from 2017 to
2018. In addition, the millennial generation has the lowest level of loyalty at 70.71%, compared
to other generations (Hoole & Bonnema 2015). Also PWC (2012) did Millennial Survey, resulting
in 48% actively looking for job opportunities, 42% open to job offers, 18% loyal. Therefore, it is
necessary to determine the causes of turnover for the millennial generation. One of the causes of
turnover intention (TT) in millennial generation is job characteristics (JC) (Hernaus & Vokic 2014),
which positively affect work engagement (WEG) (Bakker & Albrecht 2018). Furthermore, the
work environment (WEV) (Park & Gursoy 2012) affects employees’ WEG (Kwenin 2013). Other
causes of TI in millennial generation are low WEG (Twenge 2010). Finally, WEG can be concep-
tualized as the antecedent of TI (Saks 2006). The research by Wan et al. (2018) analyzed those
three causes with similar results. It is adaptation research with the newest object and theory which
is carried out with limitations in the scope of the energy sector. The energy sector was selected
because it was found that the millennial employee turnover rate was relatively high. In addition,
it has decreased interest in work for millennial generation compared to other sectors (Sakernas
Indonesia 2015).
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2 LITERATURE REVIEW

TI is defined by Rogelberg (2007) as the desire of employees to leave the organization. When the
alternative or option of work obtained has better prospects than the current job, an intention or
desire to leave and move to a new job will automatically arise.

Schaufeli and Bakker (2002) defined WEG as a positive state of mind in which employees work
with passion and dedication. The three essential aspects representing WEG are vigor, dedication,
and absorption.

In the research conducted by Hackman and Oldham (1980), JC was interpreted as an under-
standing of the work. It understands the work results, measured by skill variety, task identity and
significance, autonomy, and feedback.

According to Briner (2000), WEV is the sum of the relationships between employees and man-
agers as well as the workplace environment. This includes the technical, human, and organizational
environment, affecting employees physical and psychological well-being. According to Sirgy et
al. (2001), WEV is related to Quality of Work Life (QWL), defined as employee satisfaction with
various needs through resources, activities, and results from participation in the workplace.

3 RESEARCH METHODS

This is adaptation of the previous research by Wan et al. (2018), entitled Effects of work environment
and job characteristics on the turnover intention of experienced nurses: The mediating role of work
engagement in The Journal of Advanced Nursing. The research focuses on the motivational process
and uses of the job demands-resources (JD-R) model by Bakker and Demerouti (2007) as a lens for
linking the relationship between WEV, JC, WEG, and T1. The JD-R model and the previous research
by Wan et al. (2018) explained that WEV positively affects the level WEG and TI negatively, but
they are positively affected by JC. Therefore, WEG mediates the relationship of WEV and JC of TI.

The referenced literature and results showed that this research used seven hypotheses. The
variables were tested using a Likert scale of 1-5 which means strongly disagree - strongly agree.
Testing of the variable was conducted in an online survey. Meanwhile, purposive sampling was
used to obtain the criteria for employees aged 20 to 40 years in energy sector companies, and the
minimum target of respondents was 260. The data were processed by SPSS 26.0 (pre-test) and
AMOS 26 (preliminary test) software.

Variable for TI as in the previous research by Wan et al. (2018), which is the measurement by
Farh’s TI scale (Farh et al. 1998) has 0.8 value of Cronbach’s alpha. The variables for WEG, from the
previous research by Wan et al. (2018), used the measurements by the Utrecht Work Engagement
Scale (UWES) according to Schaufeli and Bakker (2003), which has 0.92 value of Cronbach’s
alpha. In addition, the variable for job characteristics, as in the previous research by Wan et al.
(2018), used the Job Diagnostic Survey (JDS) by Hackman and Oldman (1980), which has 0.924
value of Cronbach’s alpha on the literature questionnaire of 0.924. For WEV, the variable used was
the reference from the research by Sirgy et al. (2001). The research discussed WEV and influenced
QWL, which has a 0.78 value of Cronbach’s alpha.

4 RESEARCH RESULT

The results of the validity test had a KMO value >0.5, a Barlett’s test of sphericity value <0.05,
and a factor loading value >0.5. The test was conducted based on indicators of the validity test by
Hair et al. (2014), therefore, the indicators were declared valid. The reliability test showed that all
the indicators have Cronbach’s alpha values greater than 0.6 or >0.6 and are declared reliable based
on indicators from the reliability test by Hair et al. (2014). On the main test, the analysis results
showed that all four variables’ indicators are valid because they have SLF >0.5 and are reliable
since CR >0.7 and AVE >0.5. Furthermore, the test analysis structural model (goodness of fit
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measurement) had good fit results, therefore, the hypothesis is accepted with a significance level
of 0.05. The relationship between variables will be significant when it fulfills the p-value < 0.05

and cr > 1.96 (Table 1).

Table 1. Hypothesis result.

Hypothesis SLF CR. p-value Result
H1: work engagement negatively —0.684 14.64 0 Accepted
affects turnover intention
H2: Work environment positively 0.272 5.217 0 Accepted
affects the level of work engagement
H3: Job characteristics positively 0.452 8.455 0 Accepted
affects the level of work engagement
H4: Work engagement mediates the 4.885 0.00000103 Accepted
relationship of work environment
and turnover intention
HS: work engagement mediates the 7.307 0 Accepted
relationship of job characteristics
and turnover intention
H6: Work environment negatively —0.184 5.175 0 Accepted
affects the level of turnover intention
H7: Job characteristics negatively —0.196 5.14 0 Accepted
affect the level of turnover intention
Work
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0212 _—Z>7 S 0684
- | -
- I'{0.452 ~3
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Figure 1. Research model.

5 CONCLUSION

Characteristics

In the millennial generation, WEV positively and significantly affects the level of WEG as well as
negatively affects the level of TIin the Indonesian energy sector. A good and comfortable WEV will
make employees work optimally. Therefore, WEV has an important role for millennial employees
to make them more loyal and comfortable with the company.

JC positively and significantly affect WEG and negatively affect TI in the millennial generation.
The opportunity to feel valued and the significance of an employee’s jobs influence the momentary
perception of desiring to leave the company when they feel recognized.
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WEG mediates the relationship of WEV and JC to TI in millennial generation. This research
proves that when employees feel comfortable with their WEV and are happy with JC, they will feel
more attached to their work. Furthermore, WEG has also been shown to negatively and significantly
affect TT in the millennial generation. Therefore, it is proven to be conceptualized as an antecedent
of TI because the higher level of employee WEG with the organization will lower TI.
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ABSTRACT: This study aims to examine the impact of COVID-19 on investors’ herding behavior
in the ASEAN-5 stock markets. The sample includes organizations listed on the PSEi 30, STI 30,
IDX 30, FTSE 30, and SET 50 indexes from March 11, 2020, to 2021. However, the results showed
that investors’ herding behavior occurs only in the Thailand but not in the Philippines, Singapore,
Indonesia, and Malaysia stock markets during the pandemic. The increase in daily COVID-19 cases
also affects herding behavior in the Thailand exchanges. Therefore, this study facilitates investors
to devise their trading strategies in ASEAN-5 countries during the pandemic.

1 INTRODUCTION

On March 11, 2020, WHO officially declared COVID-19 as an outbreak because it trigger a public
health emergency around the world (WHO 2020). Therefore, the government implements rules
including school and workplace closures, social distancing measures, and travel restrictions with
fiscal stimulus packages, aggressive monetary expansion, as well as other financial strategies that
affect a country’s market volatility (OECD 2021).

According to Maria et al. (2017), the rapid growth of ASEAN enables them to be more pow-
erful than other regional organizations. On March 11, 2020, the GDP forecast showed that each
of these 5 countries predicts a decline in response to the WHO announcement regarding the pan-
demic. Meanwhile, Thailand with the worst decline at —5.3% shows that there is a financial
crisis in these ASEAN-5 countries due to COVID-19. This crisis leads to a business cycle reces-
sion because a particular investor imitates others’ decisions. The study of Schmitt and Westerhoff
(2017) showed that stakeholders perform herding behavior while facing financial market anxiety
to increase uncertainty.

2 LITERATURE REVIEW

Espinosa-Méndez and Arias (2021) used the covid-dummy CSAD with the following model to
detect herding behavior in the stock market.

CSADtCovid = o+ leCovid

Rm’[‘ 4 7 (1 _ DCUVid) ‘Rm,[‘
+ 73D (Ryi)” + 4 (1 = D) (Rys)” + (1

Espinosa-Méndez and Arias (2021) showed that the pandemic affects herding behavior in the
European and Australian stock markets.

However, the increase of COVID-19 cases and deaths affects investors’ herding behavior because
the information on it is always updated. Espinosa-Méndez and Arias (2021) develop a covid-dummy
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CSAD model because of the daily growth of this pandemic. Also, Al-Awadhi et al. (2020) use the
same variables to test COVID-19 impact on the Chinese stock market. The study of Albulescu
(2021) examines the pandemic effect on the United States financial market.
Hia: Herding behavior occurs while there is a daily increase of COVID-19 cases on the
ASEAN-5 stock market.
H;g: Herding behavior occurs while there is a daily increase of COVID-19 deaths on the
ASEAN-5 stock market.

3 DATA AND METHODOLOGY

3.1 Data

During the pandemic, herding behavior was detected using the Cross-Sectional Absolute Deviation
method by Chang et al. (2000). This model was used for organization shares in the PSEi 30, STI
30, IDX 30, FTSE 30, and SET 50 indexes. Meanwhile, each index is selected due to large market
capitalization and high liquidity. Data were collected using the daily stock and the rate of COVID-19
in ASEAN-5 countries from March 11, 2020, to 2021 (WHO 2020).

3.2 Methodology

In the stock market, herding behavior is detected using the Cross-Sectional Absolute Deviation
method by Chang et al. (2000) with the following formula.

1 N
CSAD, = NZyR,-,, — Ry )
i=1

The following equation is used to detect herding behavior that was proposed by Chang et al.
(2000).

CSAD, = + 11 |Rus| + 72 ()’ + & 3)

This study adopts the covid-dummy CSAD model from Espinosa-Méndez and Arias (2021). The
D€ and DCP variables are used with a value of 1 and 0 for the increase of COVID-19 cases and
deaths, respectively.

However, the following model is developed to detect herding behavior that occurs while daily
cases and deaths increase.

CSADSC = o + leCovC|Rm!t| TP (1 _ DCOVC) |Rm,t‘ + ,DCC (Rm’t)z
+ 1 (1 = D) (Ruy) + &1 4)
and
CSADtCovD = o+ leCovD|Rm’t| + (1 _ DCavD) |Rm,t} + y}DCovD (Rm’t)Z
+v4 (1= D) (Ry) + & (5)
The results showed that herding behavior is detected if the 3 and y4 coefficients are significant
and negative. Meanwhile, y 3 indicates herding with a dummy value of 1, while y4 shows it as 0.

The negative and significant (R,,,)* coefficient indicates that herding behavior occurs in the stock
market to decrease the CSAD value.

145



4 EMPIRICAL ANALYSIS

Table 1. Herding behavior during the COVID-19 pandemic.

Market o yl y2 Obs. R-Squared

Philippines 0.012%** 0.421%%* 0.226 242 0.385
(0.001) (0.140) (1.466)

Singapore 0.009%** 0.272%** 1.483 250 0.486
(0.001) (0.087) (1.493)

Indonesia 0.015%** 0.298*** —0.614 242 0.225
(0.001) (0.072) (0.659)

Malaysia 0.012%** 0.429%** 2.199 244 0.226
(0.001) (0.157) (2.237)

Thailand 0.012%** 0.484%*** —2.407%* 242 0.406
(0.001) (0.095) (0.946)

Table 1 shows that there is no gathering during the pandemic in the Philippines, Singapore, Indone-
sia, and Malaysia because the y2 value is not negative and significant. Meanwhile, there is a
herding behavior in the Thailand stock market because it has a negative and significant y2 value.

Table 2 shows that the 3 value of COVID-19 cases on the Thailand stock market is negative
but it is significant with an alpha of 1%. This means there is herding behavior while there is an

Table 2. Herding behavior during the COVID-19 pandemic.

Panel: Philippines

Panel: Singapore

Panel: Indonesia

Cases Death Cases Death Cases Death
o 0.013 0.013 0.009 0.009 0.014 0.014
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
yl 0.280%** 0.363%* 0.284%*%*%* 0.503 0.382%%%* 0.405%*
(0.105) (0.182) (0.089) (0.510) (0.118) (0.168)
y2 0.407%%* 0.345%%%* 0.227%%%* 0.274%%%* 0.445%%%* 0.390%**
(0.122) (0.105) (0.086) (0.088) (0.141) (0.110)
y3 4.226%* 2.320 0.608 —-9.990 —3.423 —1.080
(2.396) (2.582) (1.412) (26.138) (2.192) (1.147)
y4 —0.049 0.516 3.394 1.474 —1.328 —3.323
(1.178) (0.855) (2.176) (1.513) 0.977) (2.095)
Obs. 242 242 250 250 242 242
R-Squared 0.396 0.394 0.501 0.487 0.270 0.254
Panel: Malaysia Panel: Thailand
Cases Death Cases Death
o 0.013 0.012 0.012 0.012
(0.001) (0.001) (0.001) (0.001)
y1 —0.144 —0.029 0.573 0.462%%%*
(0.280) (0.296) (0.119) (0.145)
y2 0.298* 0.421* 0.395 0.449
(0.157) (0.150) (0.086) (0.097)
y3 38.206%* 26.469 —3.501%** 0.232
(15.945) (24.095) (1.046) (3.965)
y4 3.500 2.045 —1.243 —2.112%*
(2265) (2.215) (0.969) (0.985)
Obs. 244 244 242 242
R-Squared 0.253 0.239 0.422 0.414

Standard Errors in brackets. ***p < 0.01, ** p < 0.05, * p < 0.1
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increment of the pandemic cases. Meanwhile, the y3 value of COVID-19 deaths on the Thailand
stock market is positive and not significant. This means that there is no indication of herding
behavior while there is an increment of pandemic deaths. However, herding behavior is detected if
COVID-dummy is 0 because the y4 value is negative and significant.

5 CONCLUSION AND MANAGERIAL IMPLICATION

This study shows that there is herding behavior in Thailand but not in the Philippines, Singapore,
Indonesia, and Malaysia stock markets during the pandemic. This study shows empirical evidence
that herding behavior occur during the increase of COVID-19 daily cases. Meanwhile, this is in
line with the CSAD model by Chang et al. (2000) and the covid-dummy by Espinosa-Méndez and
Arias (2021). This study examines how the daily increase of COVID-19 cases and deaths affect the
ASEAN-5 stock market.

In conclusion, this study facilitates investors to evaluate and design their trading strategies
in ASEAN-5 countries during the pandemic. Therefore, stakeholders need to pay attention to
information on the daily increase of COVID-19 cases while investing in the Thailand stock market.
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ABSTRACT: Readiness for change is one of the success elements for a change. The goal of this
study is to see how transformational leadership, overall justice, perceived organizational support
and perceived organizational competence affect individual readiness for change. The participants
in this study were government employees (N = 542) who are experiencing major organizational
restructuring. CFA analysis was utilized to examine the appropriateness of the study model. Hayes
(2018) method was used to determine the perceived organizational support mediation impact
and the moderating effect of perceived organizational competence. According to the findings,
perceived organizational support fully mediates the relationship between transformational leader-
ship and individual readiness for change. Aside from that, perceived organizational support fully
mediates the impact of overall justice on individual readiness for change. Another finding was
perceived organizational competence operates as a mediated moderation between overall justice
and transformational leadership on readiness for change through perceived organizational support.

1 INTRODUCTION

Various problems related to change readiness can be seen from the decline in performance or
resistance to change (Srivastava & Agrawal 2020). Low employee flexibility in dealing with change
can hinder the success of change (Barak 2018). Failure to implement change can also be caused
by attitudes/behavior of employees/employees towards change, especially resistance to change
(Rafferty et al. 2013). Readiness for change (RFC) is defined as the extent to which individuals
cognitively and emotionally accept and adapt to change and actually aim to change the current
situation (Holt et al. 2007). If an employee’s readiness for change is high, the employee will easily
adapt to changes in the organization. Individual/employee readiness is a very decisive factor in
changing process. This study aims to determine the impact of transformational leadership, overall
justice and perceived organizational support on readiness for change with perceived organizational
competence as a mediated moderation variable.

2 LITERATURE REVIEW AND HYPOTHESIS

Readiness for change is influenced by overall justice through the mediating role of perceived
organizational support (Arneguy et al. 2018).

H1: Overall justice (OJ) has a positive effect on perceived organizational support (POS), the
effect is significant.

H3a: Perceived organizational support (POS) fully mediates the relationship between overall
justice (OJ) and readiness for change (RFC).
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Suifan et al. (2017) found that transformational leadership influences employees creativity
through perceived organizational support.

H2: Transformational leadership (TRS) has a positive effect on perceived organizational support
(POS), the effect is significant.

H3b: Perceived organizational support (POS) fully mediates the relationship between transfor-
mational leadership (TRS) and readiness for change (RFC).

Arneguy et al. (2020) and Kim et al. (2016) found that perceived organizational competence
(POC) moderates the relationship between perceived organizational support (POS) and the
outcomes (POS-outcomes).

H4a: Perceived organizational competence (POC) moderates the relationship between overall
justice (OJ) and readiness for change (RFC) through perceived organizational support (POS).
H4b: Perceived organizational competence (POC) moderates the relationship between transfor-
mational leadership (TRS) and readiness for change (RFC) through perceived organizational
support (POS).

3 RESEARCH METHOD

The data needed in this study were collected through a survey. The survey was conducted using
a questionnaire containing structured questions to find out the information needed in research.
The surveys distributed used a Likert scale (1 to 7). Employees who can take part in the survey
are (1) employees who experience the process of organizational structure change; and (2) employ-
ees who have received information related to organizational structure change. In this study, it
was assumed that all customs officers (population) have received information about organization
change. Therefore, the total population of this study is 16,311. Based on the total population, the
required sample/target sample is 377 respondents (Sekaran & Bougie 2016). The total sample that
was collected was 542 (quota sampling).

Perceived
Organizational
Competence

Transformational

Hda

Leadership
H4b

Perceived Readiness For

Organizational

Change

e H3, H3a, Hab

Overall Justice

Figure 1. Study model.

The survey consisted of 25 questions to measure RFC (Holt et al. 2007), 12 questions to measure
TRS (Kirkbride 2006), six questions to measure OJ (Ambrose & Schiminke 2009), 16 questions to
measure POS (Eisenberger et al. 1996), and six questions to measure POC (Kim et al. 2016). The
structural model was analyzed by lisrel 8.8 while the mediated moderation was analyzed by spss
macro command set model 14 (Hayes 2018).
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4 RESULTS

The results of the validity analysis (SLF and T values) and reliability analysis (CR and AVE)
showed that there were 2, 2, and 1 invalid RFC, POS, and OJ indicators. Therefore these five items
were not included in the structural model analysis. The final model (5 factors model) is the best
with other models (1 to 4 factors model). The goodness of fit of the final model is as follows
RMSEA: 0.05, GFI: 0.90, SRMR: 0.04, NFI: 0.98, NNFI: 0.99, CFI: 0.99, IFI: 0.99, RFI: 0.98.

Overall Justice l
0.65 \
t=1494 4 Perceive .
Organizational Feacﬂ;"n:?erm
Support ang
0.32
L t=4,98

T Y

Transformational
Leadership

Perceived
Organizational
Competence 2,08, t = 1,39

Rsquare: 0.43 RMSEA: 0.05

Figure 2.  Structural model.

Figure 2 shows that OJ affects POS (SLF: 0.65, T values: 14.94), therefore H1 is accepted.
Moreover H2 is accepted due to the TRS influence POS (SLF: 0.32, T values: 8.62). Figure 2
shows that H3 is accepted because POS affects RFC (SLF: 0.46, T values: 4.98).

POS mediation analysis was carried out through the output of lisrel 8.8 as well as the structural
model. Three factor model (OJ, TRS, RFC) was carried out (controlling POS), the results showed
that TRS affected RFC (SLF: 0.28; T Values: 5.52), OJ affected RFC (SLF: 0.45; T Values: 8.29).
The three factor model (Rsquare: 0.42 and RMSEA: 0.064,) was less fit than the five-factor model
(Rsquare: 0.49, RMSEA: 0.05). The results of the five factor model analysis (Figure 2) show that
by including POS into the model, the effect of TRS on RFC and OJ on RFC becomes insignificant.
Mediation analysis using SPSS Macro showed that the mediating effect of POS on the relationship
between OJ and RFC was significant (Effect: 0.23, BootSE: 0.03; LLCI: 0.17; ULCI: 029) which
is supporting H3a. The effect of POS on the relationship between TRS and RFC is also significant
(Effect 0.32; BootSE: 0.04; LLCI: 0.25; ULCI: 0.39) which is supporting H3b.

Mediated moderation was carried out using the SPSS macro command set model 14. The results
of the analysis showed that POC moderated the POS-outcome (RFC) relationship at each POC
level. Mediated moderation effect at low level of POC (-1SD) is: 0.16; SE: 0.04; LLCI: 0.09;
ULCI: 0.23, moderate level of POC (mean) is: 0.2; SE: 0.03; LLCI: 0.09; ULCI: 0.14; and at
high level of POC (+1SD) is : 0.23; SE: 0.03; LLCI: 0.17; ULCI: 0.3. Therefore H4a and H4b are
accepted.

5 DISCUSSION, THEORETICAL AND MANAGERIAL IMPLICATION, AND
CONCLUSION

We found that leaders who have transformational leadership characters have a positive effect on
perceived organizational support, the effect is significant. This finding is in line with Suifan et al.
(2017) regarding the effect of transformational leadership on perceived organizational support.
This study is an additional reference regarding the results of research from Arneguy et al. (2020)
and Kim et al. (2016) regarding the mediated moderation role of POC on POS-outcome. However,
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in this study, the impact of the mediated moderation role of POC was valid and significant in all
three value categories (low, moderate, high). Meanwhile, according to research (Arneguy et al.
2020) the effect of moderation is only significant in the category of high POC scores (+1SD).

The role of POS is very central in organizational support theory. Examining the role of POS in
mediating OJ and TRS adds to empirical references regarding the role of perceived organizational
support.
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ABSTRACT: Business coaching is believed to be an alternative method of helping entrepreneurs
to achieve their goals. Among the keys to successful business coaching is the role of a business
coach. Measuring the Islamic business coach’s role questionnaire using second order Confirmatory
Factor Analysis (CFA) supports the process of coaching small businesses. This paper expounds on
this questionnaire as comprising the Islamic business coach’s role dimensions using CFA to examine
the validity and reliability of the instrument for the success of Islamic business coaching in Indone-
sia. The data was from a sample of 150 small businesses who engage Islamic business coaching
in Central Java, Indonesia. The Islamic business coach’s role questionnaire is a 7-pointLikert-scale
survey consisting of 16 items which each dimensions are 4 items. The validity and reliability of
the Islamic business coach’s role questionnaire were tested with second order CFA using AMOS
version 23. Second order confirmatory factor analysis techniques were used on the hypothesised
model with four latent variables of business coaches’ role, namely listener, sounding board, adviser,
and spiritual motivator. The result reveals that the goodness-of-fit indices are adequate with the
hypothesised model using the fit indices criteria. Each indicator was proven valid and reliable.
It means that all indicators are accepted to measure business coach’s role. In conclusion, busi-
ness coaches enable Islamic business coaching success. The findings will benefit Islamic business
coaches in designing an Islamic business coaching framework.

1 INTRODUCTION

There are many important roles for business coaches within a company, for example, advancing
workforce, learning and development, responding to changes in entrepreneurial schedules, or
improving skills for certain tasks (Pavli¢ & Hericko 2018). There were eight trainers who took part
in training programs using action learning methods organized by government agencies. Sullivan
(2012) found that participants could not receive knowledge in the learning process effectively
because of work pressure. So, coaches must be flexible in their approach. Business coaches must
be empathetic, convey understanding in non-judgmental ways and listen to small business problems.
The most important characteristic for a coach is listening to his client well and asking questions
in a non-judgmental way, but being a technical expert is not a requirement for a coach (Altopiedi
& Garcia 2020). In some cases, business coaches must take an approach that focuses on solutions
using structured questions to find themselves and small businesses must have the ability to see
their problems as opportunities for learning (Korotov 2021). Some studies claim that religiosity
has a positive influence on the performance of small businesses (Wu & Parkvithee 2017). This also
applies in the context of Islamic Business Coaching (IBC) because religious values are included
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in business performance. Although the IBC has been around for more than a decade in Indonesia,
no specific study has been found on Islamic business coaches’ role in Islamic business coaching
in Indonesia.

2 METHODOLOGY OF THE STUDY

2.1 Sample and Data Collection

In this study there were 150 Islamic business coachees in Indonesia as respondents obtained using
purposive sampling techniques, with the following criteria: (1) The supervisors have been involved
in IBC; (2) at least 1 (one) year is involved in training; (3) all respondents are small businesses. The
technique is used to meet the research objectives in knowing the impact of IBC on the performance
of small businesses by considering business owners or small business managers in the cities of
Yogyakarta, Solo and Semarang.

The ‘drop-off and collect’ technique is used where the researcher submits the questionnaire once
the respondent completes it. This study uses a measurement scale 1-7. There are some reasons for
using this scale. First, it is easier to understand because no special training is needed. Second, the
ratings are, for the most part, very good in terms of reliability, consistency and strong validity (Dali
etal. 2019).

This analysis was used to test the measurement model and determine whether the indicators were
able to explain a construct (Santoso 2018). By performing CFA, an indicator was considered not
strongly influential or can explain a construct. Exogenous construct validity test is performed by
looking at the value of each loading factor in an exogenous construct. In this test, the indicator is
valid if it has a loading factor of >0.5. The exogenous construct reliability test is performed by
calculating the AVE and CR values of the exogenous construct. In this test, the exogenous construct
is declared reliable if the AVE model is >0.5 and the CR model is >0.7. The feasibility test of
an exogenous construct measurement model is used to test the feasibility of the model to test the
validity and reliability of the exogenous construct.

3 FINDING OF THE STUDY

The results should be validated and generalised by using the confirmatory factor analysis method
(CFA). This CFA model focuses on the extent to which the underlying latent variables generated
these observed variables. The strength of all regression paths of all these factors towards all variables
observed directly (regression coefficient/factor loadings) was the focus of the analysis. Figure 1
presents the CFA results of the business coach’s role construct, as follows:

Analysis began with the development of structural models. However, it was previously seen that
the appropriateness of the suitability of the research model was used to test the level of goodness-
of-fit from the research model. The results of the suitability test of the model above showed that
the majority of the goodness-of-fit criteria was fit so that the analysis of the model was feasible
to be continued in the subsequent analysis. By looking at each factor’s loading value, the value of
the loading factor was used as a benchmark that the latent extract was a construct that explains or
strengthens the indicator. Also, the reliability of each construct would be tested using construct
reliability.

Theresults of testing the CFA model, it was found that the items from the business coach’s variable
was Islamic business coaches roles consisting of 16 items which obtained the loading factor >0.40.
Thus, it could be interpreted that the 16 items were declared valid and could be used for further
analysis based on a composite reliability value of 0.97244 (Islamic-based) and extracted variance
(VE) of 0.520 (Islamic-based). From the calculation results, variables had composite reliability
values >0.7 and extracted variance values >0.5. This showed that the items/indicators for Islamic
business role coach variables had high-reliability values. It means that the 16 items/indicators that
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Figure 1. Confirmatory factor analysis for business Coaches’ role construct.

formed had a good level of reliability for measuring business coach’s role variables. To prove
the four constructs/dimensions of the board, listener, adviser and spiritual motivator forming the
business coach’s role could be seen in the following results:

Based on the results in Table 1, the estimated results in each dimension of the business coach’s
role were obtained to see how much influence each dimension had on the forming factor of a
business coach. The dimensions of the variables were Islamic business coach roles, where each
dimension of the CR value obtained> 1.96 with a P-value (P-value) <0.05. It could be concluded
that Islamic business coach’s role in all dimensions were a strong forming factor.

Table 1. Estimate variable business Coach’s role construct.

Relationship CR. P Results
Islamic-based LST <--- BCR 3.165 0.004 Significant
SDB <--- BCR 3.230 0.001 Significant
ADV <--- BCR 2.815 0.015 Significant
SPM <--- BCR 2.750 0.023 Significant
Note: BCR=Business Coach’s Role; ADV=Adviser; P=Probability
LST= Listener SPM=Spiritual Motivator
SDB=Sounding board C.R = Composite Reliability

4 CONCLUSION

This paper supports that business coaches play multiple roles, thereby rendering (BCR) as a mul-
tidimensional construct. It concludes BCR to listener, BCR to sounding board, BCR to Advising,
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and BCR to spiritual motivator relationships. BCR has positive loadings as determined through
rigorous statistical analyses. The results support Crompton’s (2012) the integrated conceptualiza-
tion of business coaches’ roles. These results empirically validate the adapted business coaches’
role items with a high probability of being applicable to other country settings. The validated con-
stitute measures to evaluate and assess the level to which business coaches perform their roles to
listen, advise, and motivate their clients. These roles would support researchers by identifying the
factors that influence the success of the business coaches’ role from an Islamic business coaching
perspective.

The questionnaire could be used to model the relationship between Islamic and conventional
business coaching. Studies could cross-validate the items based on a different sample to support
their use as factors that influence Islamic business coaching. The use of convergent and discriminant
validity in this paper could be expanded. This would help examine the adequacy of the multidi-
mensionality structure of a construct by associating the different item scores moderately with the
distribution scores on the item scale.

The paper presented how Islamic business coaching adds value to Muslim businesses in the
context of Indonesia. The items it used as measures could be regarded as a second order construct
with four variable solutions. The model fit with the data thereby lending support for the theoretical
expansion of the model.
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ABSTRACT: This study analyzes the impact of transparent communication and transformational
leadership on public sector employees’ anxiety and openness to change using questionnaires col-
lected from 220 civil servants in 34 ministries across Indonesia. This study was conducted because
research that employs anxiety in determining employees’ openness to change is scarce. This study
found that transparent communication and openness to change have a direct and significant positive
relationship. The association between transformational leadership and openness to change also has
the same result. Anxiety also has a direct negative significant relationship on openness to change.
As a mediator, anxiety has a negative insignificant influence on bridging the gap between openness
to change, transformational leadership, and transparent communication. Theoretical and practical
ramifications are examined further.

1 INTRODUCTION

Since the beginning of 2020, Indonesia’s public sector has implemented organizational change,
which is the equalization of structural positions to functional positions. This is the most significant
organizational change in Indonesia’s public sector to date. Organizations also need to consider the
response of those affected by the change, whether they welcome or are against it.

Although transparent communication is critical in organizational change, it is still being devel-
oped (Johansson & Heide 2008). It is important to understand the upcoming changes and how
they will affect the organization (Wanberg & Banas 2000). Information is more valuable than no
knowledge even if it highlights the negative elements (Miller & Monge 1985). By minimizing
employees’ concerns, useful information will encourage them to participate in the change (Miller
et al. 1994). It should be noted that organizations cannot give meaningful and relevant information
that employees need unless they discuss it with their employees (Yue et al. 2019).

Transformational leadership is required to achieve favorable results in organizational change.
Furthermore, transformational leadership is intended to change the mindset from the previous style
of working to achieve the goal of equating structural and functional positions.

Organizational change allows a sense of uncertainty to form, both about the motivations for
change, the process and execution, and potential outcomes for the organization and individuals
(Bordia et al. 2004). Because the change is enormous, uncertainty becomes the major factor in
terms of equalizing position. Employees must be able to adjust and remove their old mindsets
and habits. These diverse concerns might lead to anxiety that could influence their responses to
changes.

2 LITERATURE REVIEW
Miller et al. (1994) defines openness to change as the willingness of an employee to support
change and positive influence of the repercussions of the possible change. Wanberg and Banas

(2000) proposed a new definition of openness to change that focuses on amenability to receive
change.
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Anxiety is a fundamental component in Miller et al. (1994) theoretical model of factors influ-
encing attitudes toward change. Miller and Monge (1985) found that anxiety can be influenced by
information, needs, and job level in organizational change.

Transparent communication is considered an ideal attribute of internal communication (Men
& Stacks 2014). Several studies have employed transparent communication to analyze open-
ness to change and have found the importance of transparent communication in the successful
implementation of change (Li et al. 2021; Yue et al. 2019).

Transformational leadership is a predictor of employee reactions to change and is important in
organizational change. Transformational leadership behavior could reduce employee skepticism
about organizational change (Bommer et al. 2005). It also has a favorable connection with a
commitment to change, openness to change, and preparedness for change (Peng et al. 2021).

Based on the explanations above, the research model (Figure 1) and hypotheses proposed in this
study are as follows:

H1 : Anxiety during organizational change will negatively affect employees’ openness to change
H2, H4 : Transparent communication and transformational leadership during organizational
change will positively affect employees’ openness to change

H3a, H5a : Transparent communication and transformational leadership will negatively affect
employees’ anxiety

H3b, H5b : Anxiety plays a role as a mediator in connecting both transparent communication
and transformational leadership towards employees’ openness to change

Transparent
Communication

Transformational
Leadership

Figure 1. Research model.

3 METHODS

This study employs a quantitative technique. Primary data were obtained using Google Forms to
collect survey results from participants. Civil servants who work in the public sector are the majority
of the population. They work in ministries, state agencies, and local governments. Considering that
ministries are the first to undertake organizational reform, this study only used the data collected
from civil servants who work in ministries for sampling. The sampling method used in this study is
convenience sampling. The Likert scale used for a dependent, mediating, and independent variables
is a 6-point scale. As for questionnaire items, Transparent Communication (TC) items are adapted
from Yue et al. (2019). TC consists of three dimensions with a total of 10 items (TC1=6 items,
TC2=6 items, TC3=4 items). Transformational Leadership (TL) items are taken from Yue et al.
(2019), which was also employed by Li et al. (2021). The variable consists of four dimensions
(TL1=2 items, TL2=3 items; TL3=3 items, TL4=4 items). Openness to Change (OC) is adapted
from Miller et al. (1994). On the other hand, there are four items for OC. Anxiety (ANX) items are
adapted from Miller and Monge (1985) that consists of three items. All data were analyzed using
structural equation modeling (SEM). SPSS 25 and Lisrel 8.8 were used for data analysis.
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4 RESULTS AND DISCUSSION

Based on data gathered from 220 respondents, 70% of them are staff. The majority of respondents’
ages are ranged from 27-35 years old (58.18%). Respondents with undergraduate educational
backgrounds dominate the data (65.45%). Most of the respondents’ tenure is 3—10 years (50.45%).
Participants are mostly from the Ministry of Public Works and Housing (33.64%) and followed by
the Ministry of Finance (33.18%) among the 34 ministries.

Most indicators, except for TC32 (“The company is forthcoming with information that might be
damaging to the organization during the change”) and ANX2 (“I am not concerned about working
in a work team”), are valid. TC32 has an SFL lower than 0.5 and that affects the reliability of
dimension TC3 (VE=0.465). Therefore, it is excluded from the TC model. As for ANX2, even
though its SFL is below 0.5, it still can be considered reliable. Because reliability is a part of
convergent validity and also the three-indicator rule (Hair et al. 2010), ANX2 is still included.
The final model is shown to be a good fit (RMSEA=0.061, RMR=0.062, GF1=0.93, TLI=0.98,
NFI1=0.97, AGF1=0.89) and can be used for the hypothesis test. The result of the hypothesis test
using Lisrel, including mediating variable analysis using the Sobel test, can be seen in Table 1 and
Table 2.

Table 1. Path diagram result of the structural model.

Path SFL T-value Conclusion

ANX -0C —0.21 —-3.20 Supporting H1 (T-value > 1.64)
TC-0C 0.45 4.38 Supporting H2 (T-value > 1.64)
TC - ANX —0.02 —0.17 Rejecting H3a (T-value < 1.64)
TL - OC 0.23 2.44 Supporting H4 (T-value > 1.64)
TL — ANX —0.05 —0.46 Rejecting H5a (T-value < 1.64)

Source: Lisrel output

Table 2. Sobel test result for mediating variable.

Path z-value Conclusion
TC-ANX-0C 0.1815 Rejecting H3b (z-value < 1.64)
TL - ANX-0C 0.4368 Rejecting H5b (z-value < 1.64)

Source: Lisrel output and computation using Sobel test formula

The finding of openness to change is in line with Miller et al. (1994), revealing that employees’
willingness to participate in organizational change is influenced by the amount of information they
receive in a timely and suitable manner. It was also found that transformational leadership has a
positive, direct, and significant impact on openness to change, demonstrating that leaders who use
this style of leadership reduce employee resistance to change (Bommer et al. 2005). This finding
supports Peng et al. (2021) about a positive relationship between transformational leadership and
commitment to change, openness to change, and change readiness. In contrast, Yue et al. (2019)
found that both transparent communication and transformational leadership do not directly predict
openness to change.

Anxiety has a major detrimental impact on employees’ openness to change. Change information
could predict anxiety even if the change is minor. In addition, anxiety is negatively influenced by
transformational leadership. Although it may be insignificant, it is related to the theory about a
leadership style that could minimize employee anxiety during times of change (Nielsen et al. 2019).
Unfortunately, anxiety is not a mediator in bridging the gap between transparent communication
and openness to change. It is also not a mediator between transformational leadership and openness
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to change. This could be due to massive and rapid changes in the organization that is being employed
in a short period that employees directly express their openness to change.

5 CONCLUSION

The results of this study show that transparent communication, transformational leadership, and
anxiety directly influence employees’ openness to change. Transparent communication must be a
priority if the organization wants to promote employee openness to change. Change managers in
organizations must provide accurate and accountable information about change while also including
employees in the process. Change managers must provide a mature change infrastructure, such as
an organizational structure, clear standard operating procedures, and performance reviews with the
new responsibilities that employees assume, to keep employee anxiety at minimum.

It should be noted that this study has several limitations. First, questionnaires were distributed
only from the public sector employees in ministries. A similar study on other public sector organi-
zations such as local governments and public institutions may provide different findings. Second,
the data collection is categorized as non-probability sampling that is prone to bias compared to
probability sampling. It is suggested that future studies adopt the probability sampling method to
reduce bias.
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ABSTRACT: The purpose of this study involved investigating the impact of a firm’s working
capital management on performance and corporate investment using ROA and the amount of invest-
ment. The sample size included 205 non-financial firms listed on the Indonesia Stock Exchange
market from 2010 to 2019. An asymmetric model was used to account for a non-linear relationship
and allow for the positive and negative excess to be observed. The empirical results showed that
underinvested (overinvested) firms that manage to increase (decrease) their working capital invest-
ment will outperform. Additionally, overinvested companies will conduct capital expenditure in
terms of corporate investment even if their working capital is not optimized. The findings provide
evidence that non-optimal working capital management in impacts firm performance.

1 INTRODUCTION

The continuity and prosperity of a firm highly depend on the management team’s decisions. For
instance, working capital management involves critical decisions in managing short-term assets
and liabilities could impact firm’s performance and firm value (Afrifa et al. 2014; Kieschnick 2013;
Rossetal. 2016). According to Altafet al. (2020), there is an inverted u-shaped relationship between
working capital and performance. Increased working capital funding improves performance, but
further increases may be detrimental to the business. The optimal level of investment will achieve
a balance between total working capital ownership benefits and costs, thereby improving perfor-
mance (Aktas et al. 2015). According to Hill et al. (2010), depending on a firm’s internal situation,
the working capital management strategy can be aggressive or conservative. However, an extreme
implementation of either strategy results in underinvestment or overinvestment. This means firms
should adjust their strategy depending on their current condition (Nazir & Afza 2009). A company
must also certainly consider trade-offs and investment benefits by maintaining a balance between
liquidity and profitability (Aktas et al. 2015; Panda 2018). To reach the optimal point, underin-
vesting (overinvesting) firms must increase (decrease) their working capital investment. Moreover,
optimizing working capital by adding and reducing the amount of working capital will correlate
with capital expenditures (Aktas et al. 2015).

Indonesia, as a developing country, is an intriguing case study. Due to their small size and limited
funding options, firms in developing countries tend to self-finance or use trade credit and short-term
bank loans to fund investments in receivables and inventory (Chittenden et al. 1998). Furthermore,
studies on working capital management in Indonesia have tended to focus on the linear relationship
between working capital and firm performance, leaving nonlinear relationships out. As a result, the
purpose of this study is to present empirical evidence using an asymmetric model on the impact of
a firm’s working capital management on performance and corporate investment of non-financial
firms listed on the IDX from 2010 to 2019.

2 LITERATURE REVIEW

2.1 Working capital management

According to Koewn et al. (2017), increased sales and new projects increase a company’s inventory
and trade credit. Trade payables can be used to pay for the growing impact of investments on
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accounts receivable and inventory. Therefore, accounts payable and receivable, as well as inventory
are the three components of working capital monitored to achieve balanced company liquidity and
profitability (Brealey et al. 2020; Singh et al. 2017).

2.2 The impact of working capital management on firm performance

Conservative managers overinvest in working capital to protect the firm against fluctuations and
increase sales through trade credit by keeping large inventories and receivables (Schiff & Lieber
1974; Tauringana & Afrifa 2013; Wilner 2000). However, overinvestment leads to increased inven-
tory and higher warehouse rental costs, affecting company performance. An increase in trade credits
leads to more financing and opportunity costs (Kieschnick et al. 2013; Kim & Chung 1990). On the
other hand, underinvestment leads to reduced inventory and warehouse costs, moreover the com-
pany’s resources are not tied-up to working capital (Tauringana & Afrifa 2013). However, minimum
level of investment in working capital leads to low inventory, jeopardizing sales due to limited credit
policies (Wang 2002). According to Panda (2018), conservative and aggressive strategies incur a
high and low cost of liquidity, respectively. The disproportional feature of working capital manage-
ment forms a non-linear relationship between working capital and profitability (Panda 2018). The
potential benefits and costs of working capital management indicate an optimum balance point for
the costs and benefits obtained (Aktas et al. 2015). The cost of underinvestment (overinvestment)
will encourage firms to increase (decrease) their working capital investment to reach the optimal
point (Banos-Caballero et al. 2012). As a result, the first hypothesis is proposed as follows:

HI (a): Underinvestment in working capital (negative excess NWC) positively affects company
performance. Therefore, an increase in the amount of working capital will positively impact
company performance.
H1 (b): Overinvestment in working capital (positive excess NWC) has a negative relationship
with company performance, hence, an increase in the amount of working capital will harm
company performance.

2.3 The relationship between working capital management and corporate investment

Aktas et al. (2015) indicated the influence of a firm’s efforts to optimize working capital man-
agement on the corporate investment level. Underinvested (overinvested) companies will optimize
their working capital by increasing (decreasing) the level of investment. On one side, optimization
in an underinvested firm is significant, indicating that managers’ efforts to optimize will increase
performance and the number of corporate investments. On the other hand, Firms with overinvest-
ment in working capital are negatively associated with corporate investment, meaning they should
use the investment to reduce the excessive working capital. This increases financial flexibility,
which is directly proportional to increased corporate investments. Considering the previous study
by Aktas et al. (2015), the second hypothesis is proposed as follows:

H2 (a): Companies with underinvestment in working capital have a positive relationship with
corporate investment, hence, an increase in the amount of working capital will positively impact
corporate investment.

H2 (b): Companies with overinvestment in working capital have a negative relationship with
corporate investment, hence, an increase in the amount of working capital will harm corporate
investment

3 RESEARCH METHODOLOGY

3.1 The Data

The study used the purposive sampling method to ensure only non-financial companies with com-
plete data from 2010 to 2019 were included. A total of 2050 observations were made from a dataset
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of 205 firms. The sample data distribution was based on the Jakarta Stock Industrial Classification
(JASICA), excluding the financial sector.

3.2 Variables and Methodology

The purpose of this study was to assess the relationship between a firm’s working capital and
performance using NWC and ROA as an independent and dependent variable, respectively. Further-
more, the study investigated its relationship to corporate investment proxied by capital expenditure
(CAPEX). All control variables were lagged by one period to mitigate the concern of simultane-
ously determining working capital and firm performance in the equilibrium. Two models used were
based on Aktas et al. (2015)’s modified model.

ROA;; = ag + yi[XNWCx (D)];;—1 + v2a[XANWCx (1 — D)]; ;1 + v3FSis—1 + vaSGis
+ ysAgei 1 + V6eCRi—1 + v1CFi 1 + v3FDiy—1 + YFAG;
+ violdis—1 + €141 (D

CAPEX;; = ay + yi[XNWCx (D)];;—1 + ¥2[XNWCx (1 — D)]; -y + v3FSi—1 + vaSGiy—
+ysAge; 1 + VeCRiy—1 + y1CFi 1 + vsFDiy_1 + voThq; -1 + €41 (2

XNWC x D and XNWC x (1-D) represent overinvestment and underinvestment, respectively.
NWC was measured using account receivable plus inventory minus account payable. To specify each
firm-year observation being included as underinvested or overinvested, first, the study estimates
the optimal level of NWC by looking at the highest ROA per industry each year. Second, each firm-
year NWC was subtracted by the optimal level per corresponding year per industry. The results
will then specify with the help of dummy variable (D) equals to 1 if the firm-year observation
is positive (overinvested) and (1-D) if negative (underinvested). Furthermore, the control variable
are as follows: FS = firm size, SG = Sales Growth, Age, FAG = Fixed Asset Growth, CR = Cash
Reserves, CF = Cash Flow, FD = Financial Distress, IA = Intangible Assets, Tbq = Tobin’s Q.

4 RESULTS

Initialy, both models used in the regression were subjected to preliminary testing to determine the
best model to use for the research. The first test was the Hausman test, which was used to determine
whether the Random Effect Model (REM) or Fixed Effect Model (FEM) was appropriate. The
probability of both models is 0.0001 and 0.0000, respectively, according to the Hausman test. This
finding suggests that the Fixed Effect Model (FEM) is the best model to use. Furthermore, the
Chow Test was performed to determine the most appropriate model among Pooled Least Square
(PLS) and Fixed Effect Model (FEM). The probability of cross section F from the regression is
0.0000 and 0.0000, respectively, according to the Chow test, indicating that the Fixed Effect Model
is the best model to use.

The regression results for both models are shown in Table 1. The regression results of the first
model, which shows the impact of underinvestment and overinvestment on firm performance as
proxied by ROA, are shown on the left side. H1(a) hypothesis is answered by the XNWC x (1-
D) variable. For underinvested firms, the coeficient discovered is positive and significant. This
result implies that for underinvested firms, additional working capital resulting in optimal levels is
required for superior firm performance (ROA). Furthermore, the XNWC x D variable represents
an overinvested firm and provides an answer to hypothesis H1 (b). The positive and significant
coefficient supports our hypothesis, implying that when a company overinvests, it should reduce
working capital to improve performance (ROA). The positive and negative relationship between
working capital and firm performance during underinvestment (overinvestment) suggests a non-
linear relationship (inverted u-shaped). As a result, companies that are underinvested (overinvested)
must increase (decrease) their working capital investment. The findings support previous research
by Aktas et al. (2015) and Banos-Caballero et al. (2012).
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Furthermore, the regression results for the second model, in which the dependent variable is
the firm’s corporate investment as proxied by capital expenditure, are shown on the right side of
the table above (CAPEX). The XNWC x (1-D) variable represents underinvestment conditions; it
has a positive coefficient, implying that underinvested firms that overcome their working capital
deficit will increase their capital expenditure investment. On the one hand, the variable coefficient
is also positive and significant in the case of overinvested companies represented by XNWC x D.
This finding contradicts our H2 (b) hypothesis. Thus, it can be said that overinvested firms do
not optimize their working capital by reducing it and redirecting the extra cash to fund capital
expenditure. Instead, they add more working capital to an already overinvested amount by funding
capital expenditure with funds from another source.

5 CONCLUSIONS

Conclusively, optimal working capital balances the investment cost and benefit, maximizing a firm’s
performance. The results revealed that overinvested or underinvested firms might suffer from poor
performance, while the capital expenditure regression indicated that overcoming working capital
deficit will conduct capital expenditure. On the other hand, overinvested firms continue to conduct
capital expenditure without optimizing their working capital.
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ABSTRACT: The paralyzed tourism situation during the pandemic has made some entrepreneurs
and companies use VR technology to invite consumers to travel. Virtual reality provides consumers
with the selected destination experience in a new and unique method. This study employed the safe
travel campaign as important travel guidance in the pandemic era to be a moderating factor. This
study aims at analyzing the effect of sense and information quality on flow and visit intentions,
and moderation from perceived safe travel campaigns. This study was quantitative and included a
statement stating that the respondent had done virtual travel and had never visited the place. This
study was conducted using the probability sampling method with a total of 223 respondents. The
data in this study was processed using AMOS 24 with the SEM method. The results show that sense
strongly affected telepresence, and quality information positively affected the flow experience.
Satisfaction positively affected visit intentions with a safe travel campaign as moderated. The
result of the moderation test proved that there was no effect from the safe travel campaign to
influence customer visit intentions.

Keywords: virtual travel, flow, sense, quality of information, visit intention, telepresence,
Perceived Awareness save travel campaign.

1 INTRODUCTION

Tourism is a sector that plays a significant role in state treasury income, but the COVID-19 outbreak
has made the tourism sector powerless. Moreover, tourism is considered the first sector and most
affected by the COVID-19 pandemic. Seeing the unpredictable situation of the pandemic, several
travel agencies provide virtual services. Previously someone had to visit certain destinations to
experience the travel experience. With the development of tourism, technology in tourism has
begun to use virtual reality. In the digital era, virtual reality has become a new tool for destination
marketing (An et al. 2021). Several studies confirmed that virtual reality is effective in inducing a
sense of being in the focal location, and possibly increasing tourist intention to visit a destination
(An et al. 2021; Kim et al. 2018). This study also employed the safe travel campaign as important
travel guidance in the pandemic era to be a moderating factor.

This study adopted the flow theory and the stimulus-organism-response (SOR) model. Flow is a
fundamental concept for capturing users’ state of mind and feelings (An et al. 2021). Furthermore,
the SOR model is a useful theoretical framework to explain the psychological process through
virtual travel attributes. Sense and quality information are important as the stimulus for this study.
Telepresence, focused attention and temporal distortion are organism that can affect the rate of
satisfaction and visit intentions. There are three purpose of this study: (1) Does virtual travel content
significantly affect the flow experience? (2) Can flow experience significantly affect satisfaction?
(3) Can the Safe travel campaign significantly moderate the relationship between satisfaction and
intention to visit?
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2 LITERATURE REVIEW

S-O-R represents Stimulus, Organism, and Response. This theory explains that a statement sub-
mitted to an individual must meet the needs of the individual, both material and non-material. The
materials in previous research are clothing, food, and board. While non-material includes a sense
of security, wanting to be cared for and appreciated (Gao & Bai 2014).

Virtual reality (VR) is a technology allowing users to interact with an environment simulated by
a computer so that users feel they are in a virtual world (Pamoedji et al. 2017). Sense is an important
factor that affects the quality of VR experiences (Riches at al. 2019). Visuals and other stimulus
supports are powerful media of information in VR. VR is a technology that has the advantage of
practitioners in visualization so that the information provided can be well received. VR travel in
destination marketing provides a mediated experience of exploring real-world destinations, not
in imaginary or fictional places. Thus, the informational quality of VR travel content is a key
determinant of a positive travel experience. Low information quality prevents users from focusing
and ultimately undermines the quality of the mediated travel experience (An et al. 2021; Gao & Bai
2014). In this study sense and quality of information is a part of Stimulus on SOR models. Hla)
The sense of VR tour content has a positive and significant influence on telepresence. H1b) Sense
of VR tour content has a positive and significant influence on focused attention. H1c) The sense of
the VR tour content has a positive and significant effect on temporal distortion. H2a) The quality
of information from the VR tour content has a positive and significant influence on telepresence.
H2b) The quality of information from the VR tour content has a positive and significant influence
on focused attention. H2¢) The quality of information from the VR tour content has a positive and
significant effect on temporal distortion

Telepresence can be defined as the experience of an environment created digitally so that it
becomes an unreal experience for its users. Previous research has argued that telepresence is a
determining factor for the flow of consumer experience (An et al. 2021; Skadberg et al. 2004).
Hoffman and Novak (1996) state that telepresence improves flow by increasing the focus of the
user’s attention. To support the statement of Hoffman and Novak, Han et al. (2020) stated that
telepresence has a high effect on perceived pleasure compared to other flow factors. In this study
telepresence is a part of organism on SOR models. H3a) Telepresence has a positive and significant
effect on satisfaction in VR travel.

Focused attention is an aspect of attention that brings some information into awareness. Mackay-
Brandt (2011). Focused attention can be said as the brain’s ability to focus its attention on the target
stimulus for a certain period of time. Focused attention is a type of attention that allows to quickly
detect relevant stimuli. In this study focused attention is a part of organism on SOR models. H3b)
Focused attention has a positive and significant influence on satisfaction in VR travel.

Temporal distortion is a change that is felt by humans about the time when humans will enjoy
their environment without remembering the current time. According to S. An et al. (2021) Temporal
distortion is one of the prominent factors in a person’s experience of doing VR travel. Temporal
distortion has a close relationship with the quality of information in VR travel. In this study
temporal distortion is a part of organism on SOR models. H3c) Temporal distortion has a positive
and significant effect on satisfaction on VR travel.

Satisfaction refers to the overall evaluation of the experience of using a product or service (Kao
et al. 2006). High-quality services will produce satisfaction which in turn will lead to consumer
behavior (Mason et al. 2012). Hasan et al. (2018) found that when a person is satisfied with the
push and pull factor, that person’s motivation can be linked to their intention to visit or revisit a
destination in the future. In this study satisfaction and visit intention is a part of response on SOR
models. H4) Satisfaction in virtual travel has a positive and significant effect on intention to visit

In the context of marketing awareness, Brand awareness is also closely related to the world of
traveling. According to Kim et al. (2018), brand awareness and brand royalty are basic components
of the structured framework used to conceptualize the customer-based goals of brand equity. The
goal of an awareness campaign is to maximize the impact, visibility and key message of the project.
In the context of the campaign partners must spread concepts that can survive to be invested. HS)

165



Perceived awareness Save travel campaign on VR travel has a positive and significant effect on
intention to visit.

3 RESEARCH METHOD

This study is a quantitative study, the questionnaire was designed to measure the respondent’s expe-
rience of virtual travel. The quality of virtual travel content was conceptualized as the attributes of
sense and information quality. Sense was measured with three items derived by the previous studies
(Ong et al. 2018). Three items were used to quantify information quality (Lin & Lee 2006). Three
items were used from Choi et al. for telepresence (2018). Three items for focused attention were used
from prior investigations (An et al. 2021). The temporal distortion was assessed with three items
from Mpinganjira (2016). To evaluate satisfaction, three items from existing research were applied
(Gao & Bai 2014). Visit intention was measured with four items from Lee et al. (2018). All measures
employed a six-point Likert scale (1 = strongly disagree, 6 = strongly agree). To ensure the items
were a valid measurement in the context of virtual travel, a pretest was conducted with 30 respon-
dents who had experienced virtual travel by filling the questionnaire based on their experience.

Data collection was conducted by social media, partners, employees, and many more to spread
the questionnaire from 5 October to 1 November. To screen respondents, this study included a
statement stating that the respondent had done virtual travel and had never visited the place. This
study found 223 respondents, so that the data was used for analysis. Based on the results of the
study there were 69 female respondents and 154 male respondents. The age of the most respondents
ranged from 50 to 59 years with most being undergraduates, and the most respondents came from
outside the island of Java, and had an income of more than 10 million.

4 RESEARCH RESULT AND DISCUSSION

In this study, the values of CR, VE, and Standardized loading factors were used to test the consis-
tency of the data and convergence of the validity. Based on the data, all indicators and variables
met the discriminant validity test, meaning they can be tested on the structural model and research
hypotheses. Before proceeding with the structural test, the measurement model fit test was con-
ducted to determine whether the model in this study was feasible to continue the structural and
hypothesis testing. To see the results of the suitability test of the measurement model, this study
considered the results of the GoF, and the conclusion from the GoF results was that most of the
measurements in this study were in the good fit area.

After ensuring the model was fit for the hypothesis, the main research model was conducted.
The Sense to Telepresence value (estimate=0.649, S.E=0.047) had a positive effect, thus Hla was
accepted. Sense to Focused attention value (estimate=0.575, S.E.=0.044) had a positive effect, thus
H1b was accepted. Sense to temporal distortion value (estimate=0.575, S.E.=0.054) had a positive
effect, thus Hlc was accepted. Then, the quality of information to telepresence value (estimate
=0.414, S.E=0.055) had a positive effect, thus H2a was accepted. The quality of information to
focused attention value (estimate =0.491, S.E=0.058) had a positive effect, thus H2b was accepted.
The quality of information to temporal distortion value (estimate =0.417, S.E=0.063) had a positive
effect, thus H2c was accepted. In the flow experience to satisfaction, the telepresence to satisfaction
value (estimate=0.444, S.E=0.066) had a positive effect, thus H3a was accepted. Focused attention
to satisfaction value (estimate=0.220, S.E=0.045) had a positive effect, thus H3b was accepted.
Temporal distortion to satisfaction value (estimate=0.280, S.E=0.050) had a positive effect, thus
H3c was accepted. The satisfaction to visit intention value (estimate=0.682, S.E=0.068) had a
positive effect, thus H4 was accepted.

In addition, a moderating hypothesis was tested on the difference in the effect of the main
research model hypothesis based on the experience of customers who attended virtual travel and
had or had never seen safe travel campaigns in VR travel content. The result was significant that
HS5 was accepted, in which the results are that the fact that the consumers did not see the campaign
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to travel safely to the destinations displayed by VR travel did not reduce consumers’ intentions to
visit these destinations.

5 CONCLUSION

The results revealed that the SOR component had a relationship in every aspect of the theory. Sense
and quality information is a stimulus that could improve the flow experience of consumers. When
consumers received good quality information and could also feel the content provided well, the
flow experience could be felt well by consumers who took part in virtual travel. Telepresence is a
variable that had a significant influence on satisfaction. The safe travel campaign had a significant
moderating effect. There were two influences from the safe travel campaign category, i.e., con-
sumers who recognize a save travel campaign on the destinations in virtual travel and consumers
who recognize no safe travel campaign on the destinations in the virtual travel. The results show
that consumers were not affected by the absence of a safe travel campaign on the destinations in
virtual travel, and continued to visit those destinations.

6 LIMITATIONS AND RECOMMENDATION FOR FUTURE RESEARCH

It is acknowledged that the convenience sampling used in this study may introduce potential bias.
Therefore, it would be desirable to obtain a larger sample and used random sampling to overcome
this problem. This study employed Indonesian consumers so the result could be different in other
countries. Indonesian consumers who had participated in VR travel were mostly employees and
aged 30 years and over, this shows that the target of destination marketing with virtual travel was
office workers, so the results could be different when applied to certain ages or groups of workers.
Furthermore, this study employed different tools from previous studies, so it can be considered as
a tool for future studies.
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ABSTRACT: This study aimed at verifying factors driving consumers’ intention to revisit restau-
rants post lockdown in Indonesia. The study utilized the Theory of Planned Behavior (Ajzen 1991)
to understand the influence of subjective norms, the restaurant’s preventive measures, and per-
ceived physical and psychological risk on customers’ intention to revisit a restaurant. The study
was based on 210 respondents who had dined in a restaurant for a full-service post ‘PPKM darurat.’
The PLS-SEM technique through SmartPLS software was used to test and validate the model. The
results revealed that subjective norms positively affect perceived psychological and physical risk
while restaurant precautions affect customers’ repurchase intention. Also, although enjoyment is
negatively affected by perceived psychological risk, it positively affects intentions to eat out. This
study provides a further understanding of food consumption patterns to help improve and sustain
businesses in a future outbreak.

1 INTRODUCTION

The COVID-19 pandemic has led to the loss of interest by people to dine in restaurants due to
fears of contracting the virus. Currently, over 70% of Indonesian customers prefer ordering food
online, bringing a challenge to businesses that rely on physical services. This has resulted in a
decline in restaurant food demand, leading to their unprecedented closure. (Kemenparekraf 2021).
Consequently, over 1,033 hotels and restaurants have permanently closed business since October
2020 (Newswire 2021).

Currently, the consumers who dine in full-service restaurants mostly due to hedonic aspects
(Lee et al. 2020). However, the increased physical and psychological risk reduces the possibility
of finding pleasure in dining out. Also, consumers are increasingly concerned about restaurants’
preventive measures against COVID-19, such as surface sanitation and the availability of hand
sanitizers. Furthermore, food consumption relies on cultural and social factors and the information
available concerning the food (Xie et al. 2020). Consumers with collectivist cultures, such as the
Indonesians, are significantly impacted by social norms and obligations. In this context, subjective
norms are essential in shaping consumers’ intentions to dine in restaurants.

2 LITERATURE REVIEW

The TPB proposes that behavior is determined by attitudes, subjective norms (perceived social
influence/pressure) and perceived behavioral control (the degree to which behavior is perceived to
be under the individual’s control) (Ajzen 1991). This study uses a slightly different approach to
the Theory of Planned Behavior, where the authors try to use constructs that are more relevant and
effective to predict consumer decisions to eat at restaurants in the context of COVID-19.

People’s risk perceptions are heavily reliant on a variety of sources for information, which might
range from official sources to personal experiences of others around them (Morrow et al. 2004).
As a result, subjective norms based on the judgments of a reference group, such as family, friends,
and experts, can have an impact on consumers’ risk perceptions. Moreover, Nguyen et al. (2020)
found that norms shaped by reference groups and the opinions of closest people have a positive
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effect on consumers’ intention to purchase food. People may have more favourable opinions of
dining out if a reference group considers it safe. Therefore, the constructed hypotheses for H1-H3
are as follows:

H1: Subjective norms negatively affect the psychological risk perceived by consumers.
H2: Subjective norms negatively affect the physical risk perceived by consumers.
H3: Subjective norms positively affect repurchase intention.

Personal and physical worries about safety, according to Novelli et al. (2018), can play a signif-
icant impact in consumer decision-making. Consumer demand for dining out would be reduced if
the physical risks of contracting COVID-19 were perceived to be high. Consumers may feel safer
and perceive fewer physical and psychological hazards if a restaurant provides specific preventive
measures such as hand sanitizer, contactless payment, divided dining spaces, and so on (Zhong et
al. 2021). This might lead to intentions to revisit restaurants. Therefore, the constructed hypotheses
for H4-H6 are as follows:

H4: Restaurants Precautionary Measures negatively affect the psychological risk perceived by
consumers.

HS5: Restaurants Precautionary Measures negatively affect the physical risk perceived by
consumers.

H6: Restaurants Precautionary Measures positively affect repurchase intention.

Perceived risk can exacerbate anxiety and have a detrimental impact on behavioral intention
(Matiza 2020). Consumers’ perceptions of physical dangers or health risks are equated to their
beliefs that consuming a food will harm their bodies (Mitchel & Boustani 1992). Consumers’
behavioral intentions were found to be heavily influenced by their enjoyment (Chiu et al. 2009: So
et al. 2021). Previous study by Zhong et al. (2021) found people perceive a high risk of infection
when they eat out, this can comparatively reduce their enjoyment while dining. Thus, the constructed
hypotheses for H7-H10 are as follows:

H7: Psychological risk perceived by consumers negatively affect the enjoyment

HS: Psychological risk perceived by consumers negatively affects repurchase intention.
H9: The physical risk perceived by consumers negatively affect the enjoyment

H10: The physical risk perceived by consumers negatively affects repurchase intention.
H11: The enjoyment felt by consumers positively affects repurchase intention

3 METHODOLOGY

This study used a quantitative descriptive approach to survey 210 respondents who dined in a
full-service restaurant after PPKM darurat, a policy by the Indonesian government to reduce the
number of COVID-19 transmission by reducing gatherings and mobilizations, which ended on
August 9th 2021. The data collection was conducted through online questionnaires spread across
social media platforms. Furthermore, the study questionnaires were adapted from a previous study
on the intention to dine out during the pandemic (Zhong et al. 2021). The preliminary data results
were processed using Structural Equation Modeling (SEM).

4 RESULTS

4.1 Measurement model results

Measurement model results showed that all latent variables had Composite Reliability values above
0.7 and Average Variance Extracted greater than 0.5. The results confirmed that the conceptual
model had proper construct reliability and good discriminant validity.
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4.2 Structural model results

Table 1. Hypotheses test.

Original Standard T Statistics

Hypotheses Sample Deviation P Values (JO/STDEV))

Hl1 Subjective Norms -> -0,418 0,068 0,000 6,123 Supported
Psychological Risk

H2 Subjective Norms -> -0,322 0,068 0,000 4,702 Supported
Physical Risk

H3 Subjective Norms -> 0,348 0,065 0,000 5,367 Supported
Repurchase Intention

H4 Restaurants Precau- 0,097 0,07 0,149 1,380 Not Supported
tionary Measures ->
Psychological Risk

H5 Restaurants Precau- 0,132 0,076 0,070 1,725 Not Supported
tionary Measures ->
Physical Risk

H6 Restaurants  Precau- 0,150 0,056 0,008 2,701 Supported
tionary Measures ->
Repurchase Intention

H7 Psychological Risk -> -0,278 0,095 0,002 2,928 Supported
Enjoyment

H8 Psychological Risk -> -0,057 0,063 0,490 0,900 Not Supported
Repurchase Intention

H9 Physical Risk -> -0,014 0,096 0,891 0,145 Not Supported
Enjoyment

H10 Physical Risk -> 0,019 0,066 0,822 0,292 Not Supported
Repurchase Intention

Hl11 Enjoyment -> Repur- 0,355 0,074 0,000 4,807 Supported

chase Intention

The structural model results supported five out of eleven hypotheses. The study found that con-
sumers’ perceptions of the psychological and health risks when eating at restaurants were directly
affected by subjective norms. In addition, subjective norms also positively influence repurchase
intention. This implies that the more positive the opinion, the greater the consumer’s intention
to revisit the restaurant. Also, the study found that Restaurants Precautionary Measures do not
affect perceived psychological or physical risks. However, it has a significant effect on consumers’
repurchasing intention. Enjoyment is affected by psychological and not physical risks, showing that
consumers’ repurchase intentions are not affected by risks but can be encouraged by enjoyment.

4.3  Discussion

The results established that family, friends, neighbors, and experts influence consumers’ views
on restaurants’ psychological and physical risks. It was found that the opinions of the closest
people, colleagues, and trusted sources also influence the consumer’s decision to revisit a restaurant.
The health protocol applied by the restaurant does not affect the perceived psychological and
physical risks. However, the preventive measures increase consumers’ intention to visit a restaurant.
Therefore, adverse psychological conditions such as anxiety, worry, and stress affect consumers’
pleasure when eating out but not their intention to visit restaurants. The possibility of consumers
getting health problems from eating at restaurants does not affect the sense of enjoyment they
experience when eating out. Equally, health risk does not affect their intention to visit restaurants,
while consumers’ enjoyment positively affects the intention to revisit the restaurants. This indicates
that the better the dining experience, the greater the intention to dine in restaurants.

170



5 CONCLUSIONS

The opinions of close relatives, colleagues, and experts are essential factors that provide a sense of
security for consumers and promote their intentions to visit restaurants. Although the preventive
measures put by restaurants have little effect on consumers’ perceived risk, they are still one of the
factors that affects their decision in visiting restaurants. Lastly, consumers’ enjoyment experience
when eating at restaurants remains a significant consideration after PPKM darurat.

5.1 Managerial implications

First, every consumer visiting a restaurant can influence the intentions of their family and relatives.
Therefore, maintaining positive opinion and experience by improving restaurant services’ quality
is crucial for sustainability. Second, as part of restaurant operational procedures, health protocols
must be applied in the post-PPKM darurat context. Finally, the experience of consumers when
eating at restaurants is an important factor that influences consumers’ intentions to visit restaurants.
Therefore, restaurants must pay attention to producing consumer enjoyment by improving elements
of service marketing.
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The role of experiential marketing, destination brand image, and halal
tourism products on tourists’ revisit decision in halal tourism village

N. Andriani & N. Kurriwati

Faculty of Economics, Trunojoyo University, Madura

ABSTRACT: This study aims at determining the role of experiential marketing, destination
brand image, and halal tourism products on the decision of tourists to revisit Pantai Sembilan Halal
Tourism Village, Kabupaten Sumenep, East Java, Indonesia. The population of this study was
all tourists who visited this destination. Meanwhile, the sample of this research was tourists who
have visited the Pantai Sembilan Gili Genting Tourism Village, Kabupaten Sumenep, with certain
criteria. The sampling technique employed was purposive sampling, with the criteria of tourists
aged more than 17 years old and visiting more than once. The analytical tool used was multiple linear
regression analysis. The results showed that experiential marketing (with the dimensions of sense,
feel, think, act and relate), destination brand image (with the dimensions of cognitive imagery,
effective imagery, and uniqueness imagery), and halal tourism products (with the dimensions of
halal attractions, halal amenities, and halal accessibility) influenced the tourists’ revisit decision to
Pantai Sembilan Halal Tourism Village.

Keywords: experiential marketing, destination brand image, halal tourism products, tourists’
decision to revisit.

1 INTRODUCTION

The trend of halal tourism is increasing along with the development of the tourism industry world-
wide. The Muslim population was 28% in Indonesia of the total world population, and this is
considered a potential market for developing halal tourism. Unfortunately, Indonesia is still far
behind Malaysia, which ranks first in halal tourism (GMTI 2019). Based on the Global Muslim
Travel Index (GMTI 2019), there are several criteria for halal tourism: ease of access, communi-
cation, environment, and services. Although the halal concept has become the lifestyle of most
Indonesians, halal tourism is still underdeveloped in Indonesia due to inadequate facilities, diffi-
culty to ensure halal food, a challenge in getting halal certification, and lack of promotion. Likewise,
in Madura, where the Muslims are the majority, they are very concerned about the halal status of
almost everything. In this context, tourism that has shifted to halal tourism. The experience and
perspective of tourists in seeing tourism destinations cannot be separated from tourism since it
helps shape tourism destinations in their development (Tan et al. 2015).

The existence of the concept of halal tourism which has become a trend and lifestyle, has become
a separate competition for the world of tourism. The competition has led to the implementation
of a marketing strategy that tries to analyze customers’ behavior by using psychological models,
which is called experiential marketing (Andreani 2007). Research conducted by Jannah et al.
(2014) suggested that experiential marketing affected satisfaction of visiting the Sepuluh November
Museum in Surabaya. Experiential marketing according to Schmitt (2011) is the effort used by
companies or marketers to package products so that they are able to offer emotional experiences
to touch the hearts and feelings of consumers. Schmitt (2009) provides experiential marketing has
five elements: sense, feel, think, act, and relate.
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In addition, the image of a destination is a perception formed from various information received
by tourists. Each tourism destination has a particular image that contains beliefs, impressions, and
perceptions about a destination (Destari 2017: 48). Handawan (2015:24) suggests that is, the image
development of a tourist destination is based on the rationality and emotionality of consumers, which
includes cognitive destination image dan affective destination image. Simarmata (2020) suggests
that brand image has a significant positive effect on tourist visits to Lake Toba, Samosir Regency.

Meanwhile, halal tourism products are all products intended for or consumed by a person under-
going tourism activities following halal standards (Damanick & Weber 2016). The indicators of
halal tourism product variables in this study include a) Halal attractions or interesting sharia-based
art performances; b) Halal amenities (some facilities that make it easy to do worship and guaran-
teed availability of halal food and beverages); ¢) Halal accessibility or the availability of public
transportation facilities to halal tourism objects.

This study aims at determining the role of experiential marketing, destination brand image, and
tourism products on the tourists’ revisit decision in Halal Tourism Village of Kabupaten Sumenep

2 RESEARCH MODEL AND HYPOTHESIS

‘ Experiential marketing -
Touris

‘ Destination Brand Image ts' revisit
decision

| Halal Tourism Product

Figure 1. Research model.

Based on the relationship between the variables and the research model. The research model that
links experiential marketing, destination brand image, and halal tourism products can be stated
through the following hypotheses:

H1: Experiential marketing has an effect on tourists’ revisit decisions to the Halal Tourism
Village of Pantai Sembilan Kabupaten Sumenep
H2: Destination Brand Image has an effect on tourists’ revisit decisions to the Halal Tourism
Village of Pantai Sembilan Kabupaten Sumenep
H3: Halal tourism products have an effect on tourists’ revisit decisions to the Halal Tourism
Village of Pantai Sembilan Kabupaten Sumenep

3 RESEARCH METHODOLOGY

This research is quantitative. The population of this study was all tourists who visited the Pantai
Sembilan Gili Genting Tourism Village, Kabupaten Sumenep, while the sample of this research
were tourists who have visited the destination more than once. The sampling technique used was
purposive sampling, with the criteria of tourists aged more than 17 years old and visiting more
than once. The Cochran formula in Suliyanto (2018: 198) was used to decide the minimum sample
number, the number of samples was 96 respondents, and the primary data collection technique was
done through a questionnaire using a Likert scale of 1-5 (1: strongly disagree, 2: disagree, 3: quite
agree, 4: agree, and 5: strongly agree).

The multiple linear regression analysis was used as the data analysis technique (Priyatno 2015).
According to Sugiyono (2013:277), the multiple regression equation formula is as follows: Y = a
+ b1 X+ b X o+ b3 X3+ ¢
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4 RESULTS AND DISCUSSIONS

4.1 The descriptive analysis results of the variables

Table 1. The descriptive analysis of the variables.

Average Respondents’

No Variable Answers
1 Experiential Marketing 4.23
2 Destination Brand Image 4.01
3 Halal Tourism Products 3.76
4 Tourists’ Revisit Decision 4.08

From Table 1, the average respondent’s answer to the experiential marketing variable was 4.23. It
showed that the respondents agreed to the statement of creating an experience through the five five
elements: sense, feel, think, act, and relate. In addition, the descriptive analysis result of the average
respondent’s answer on the destination brand image variable was 4.01. It can be inferred that the
respondents agreed with the dimensions of cognitive, effective, and unique imagery. Moreover,
the descriptive analysis result of the average respondents’ answers on the halal tourism products
variable was 3.76. This implied that the respondents stated that they quite agreed with the statement
of halal attractions; and halal accessibility.

4.2 Hypothesis testing results

Table 2. uji multiple linear regression test.

Unstandardized Standardized
Coefficient Coefficient
Model B Std. Error Beta t Sig.
(Constant) 1.124 2.62 428 .670
1 X1 .527 .061 .665 8.610 .000
X2 151 071 .164 2.124 .036
X3 325 .063 .546 4.672 .006

a. Dependent Variable: Tourist” Revisit Decision

From the results of the multiple regression analysis, the following equation was obtained: Y =
1.124 + 0.527 X;+ 0.151 X, + 0.325 X5+ ¢

The t-test results showed that experiential marketing, destination brand image, and halal tourism
products variables had a greater t-count value than the t-table with a significant level less than a =
0.05. This meant that partially experiential marketing, destination brand images, and halal tourism
products significantly affected the tourists’ revisit decision.

5 DISCUSSION

The results showed that experiential marketing affected the tourists’ revisit decision to Pantai
Sembilan halal tourism spot. In other words, the products or services provided in the Pantai Sembilan
halal tourism village suited the customers’ tastes were significant for consumers in making decisions
to revisit. When act marketing was able to influence the behavior and lifestyle of Pantai Sembilan
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tourists, it would positively impact the tourist’s decision to revisit because they feel that the product
or service suits their lifestyle.

Furthermore the results showed that the brand image of the destination affected tourists’ decision
to revisit. The thing that must be considered is how to give tourists interesting personal experiences
and reasonable beliefs about the halal tourism branding by fulfilling all their needs and desires
according to Islamic standards, thus, it could be shared with others such as friends, family/relatives,
and others. This showed that a safe and comfortable environment, something pleasant in the Pantai
Sembilan, and unique imagery given by the unique scenery of the beach influenced tourists to
recommend to friends and say positive things about the destination and decide to visit again.

In addition, the results showed that halal tourism products affected tourists’ decision to revisit
Pantai Sembilan. This proved that interesting sharia-based art attractions, amenities to facilitate
the prayers, guaranteed availability of halal food and beverages, and the availability of public
transportation to halal tourism destinations influenced customers to tell their experiences of using
the products or services to others. Halal tourism products included halal tourist attractions, halal
amenities, and halal accessibility.

6 CONCLUSION

1. Experiential marketing significantly affected the tourists’ revisit decision to Pantai Sembilan
tourist village in Kabupaten Sumenep.

2. The destination brand image had a significant positive effect on tourists’ revisit decision to Pantai
Sembilan tourist village in Kabupaten Sumenep.

3. Halal tourism products had a significant positive effect on the tourists’ revisit decision to Pantai
Sembilan tourist village in Kabupaten Sumenep.
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ABSTRACT: The nature of the liquidity and profitability correlation has been extensively studied
in the scientific literature due to its inconclusive nature. Although it has been found that there is a
trade-off between liquidity and profitability, there are studies that show a positive relationship. This
study attempts to explain the differences by using CEO education to examine the moderation effects
ofthese variables on the correlation between liquidity and profitability. The data used are secondary
data from Thompson Reuters using the panel data regression technique. The sample in this study
consisted of 60 companies in Indonesia consistently listed on the IDX for five years, 2015-2019,
with purposive sampling as the sampling method, focusing on consumer goods companies. The
results of this research revealed that there was a significant correlation between liquidity and
profitability among consumer goods companies, but cannot confirm the moderating effect of CEO
education level.

Keywords: Profitability, Liquidity, CEO Education Level

1 INTRODUCTION

Liquidity is a measure that can describe how a company can fulfill its term obligations (Alarussi &
Alhaderi 2018). Despite its importance, excessive liquidity will hinder the company in using cash,
which should be a company investment tool to increase profitability. Meanwhile, profitability is
the efficiency measure of a company’s success or failure. Previous studies have shown that several
factors can affect profitability, for example, company size, company growth, company efficiency,
and leverage. Companies are able to pay for their expenses, their operations and are calmer in
setting strategies to achieve profits (Saleem & Rehman 2011; Samo & Murad 2019). It has been
argued that high liquidity will reduce profitability because the use of company cash is not optimal
for venture capital, new development efforts, and company investment (Eljelly 2004; Raheman &
Nasr 2007). Based on these studies, there were different results obtained for various reasons, one
of which was the company’s strategic decisions. Strategies to increase profitability come from the
abilities or characteristics of the CEO (Saidu 2019).

A consumer goods company is a company that produces finished goods that everyone uses
every day. The challenges for business actors in the consumer goods sector are getting bigger, with
more and more competitors, even the competition between organized and unorganized segments
with low operating costs. The reality that occurs in consumer goods companies is not in line with
research by Saleem and Rehman (2011) and Samo and Murad (2019), in which, in 2018, the
company’s liquidity increased but was not followed by a decrease in profitability compared to the
previous year.

The objectives of this study are to: examine the nexus between liquidity and profitability; inves-
tigate the moderating effect of CEO education level in the relationship between liquidity and
profitability. This research is divided into five sections as follows: Section 2 provides a brief
overview of the previous researches and the research hypotheses. Section 3 describes the source of
data and the research model. Data analyses and results are presented in the fourth section. Finally,
section 5 provides an overall conclusion of this research.

176 DOI 10.1201/9781003295952-45


http://www.taylorfrancis.com

2 LITERATURE REVIEW

Liquidity indicates how much the company can settle short-term liabilities from current assets. A
high level of liquidity for the company avoids the risk of failure to pay off their short-term debt.
High liquidity will affect the profitability of companies. A high level of liquidity will increase the
possibility of distributing company dividends in cash, attracting investors to invest their capital
(Alarussi & Alhaderi 2018). A high level of capital will suppress the number of debts owed by the
company until the interest expense that must be paid by the company will be smaller, which will
lead to greater profits obtained even though the taxes to be paid are also large (Madushanka &
Jathurika 2018). This argument is strengthened with findings from previous research.

Liquidity is one of the factors determining the success or failure of a company in terms of
profitability. The need for cash and other sources to meet these needs also determines how the
company takes the risk of paying off its short-term obligations. Madushanka and Jathurika (2018)
reveal that high liquidity indicates low company risk. This means that the company is safe from
the possibility of failure to pay various current obligations. Eljelly (2004) states that the better and
the greater the level of liquidity of current assets owned by the company, the lower the profitability
number received by the company. Based on the explanation above, the hypothesis formulated is
H1: Liquidity has an effect on profitability.

Madushanka and Jathurika (2018) and Eljelly (2004) have different results regarding the rela-
tionship between liquidity and profitability. The different results may be based on the decision of
the CEO. The chief executive officer is the top level executive in a company. In general, the principal
responsibilities of the chief executive officer consist of making major company decisions, as well as
managing the company’s overall operations and resources. As the upper echelons theory suggests,
the outcome of an entity, such as the chosen strategy and performance level, is influenced by the
leader’s characteristics. These leadership characteristics include age, work experience, educational
background, socioeconomic background, and others (Hambrick & Mason 1984).

Education makes a person able to develop his or her potential until he or she can possess the
personality, intelligence, and skills needed. The higher the education level, the more complex their
knowledge and skills, and experience he or she has (Hambrick & Mason 1984). The difference
in the level of education of these leaders leads to the different strategies they apply. Thus, this
study establishes the following hypothesis: H2: CEO education level has a moderating effect on
the relationship between liquidity and profitability.

3 RESEARCH METHODOLOGY

This study uses secondary data gathered from the annual reports of consumer goods firms listed on
the Indonesian Stock Exchange (www.idx.com). There square measure presently 60 listed firms,
and therefore the information covers the 2015-2019 amount (5 years). This study uses necessary
factors that affect company profitability, indicators that square measure typically mentioned and
employed in prior literature as previously described. The variables and indicators used in this
research are listed in Table 1. We employ OLS regression technique in analyzing the data to answer
the research questions.
Three models are estimated with several proxies of liquidity:

Model 1:

ROA=o + BCR;; + BIECR;; + B3SIZE;; + BsLEVERAGE;; + ¢
Model 2:

ROA=a + BiOR;, + BIEQOR;, + B3SIZE; + PsLEVERAGE; + ¢
Model 3:

ROA =o + B1CASHR;; + B IECASHR; + B3SIZE;; + BsLEVERAGE; + ¢

Here, B1-86 is the coefficient, CR is current ratio, IECR is the interaction of education with
liquidity ratio, SIZE represents firm size, LEVERAGE is leverage, and ¢ is the error term.
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Table 1. Variable measurement (proxy).

No Variable Measurement References

1 Profitability ROA
Liquidity Current ratio
Quick ratio

(Alarussi & Alhaderi 2018)
(Alarussi & Alhaderi 2018)
(Saleem & Rehman 2011)

Cash Ratio (Eljelly 2004)
3 Level Education CEO  Interaction between education and current ratio  (Saidu 2019)

Interaction between education and quick ratio

Interaction between education and cash ratio
4 Firm size Total assets (Raheman & Nasr 2007)
5 Leverage Debt to assets ratio (Samo & Murad 2019)
4 RESULTS

Table 2 reveals the descriptive statistics of the data used in this study. There are 300 observations
for each variable. The median absolute value was a ROA of 0.047 while the minimum value was
negative, indicating a loss. Meanwhile, the liquidity ratio had mean values of 2.341, 0.263, and
0.264, respectively. In terms of the interaction of liquidity with profitability, the mean value was
0.724 for the interaction of education with the current ratio, 0.431 for the interaction of education
with the quick ratio, and 0.084 for the interaction of education with the cash ratio. Company size,
In of total assets mean is 28.945 with a minimum value of 24.276. Meanwhile, leverage has a mean
value of 0.288.

Table 2. Descriptive statistics.

Variable Minimum Maximum Mean Std. Deviation

ROA —0.440 0.526 0.044 0.119

CR 0.113 41.324 2.341 3.028

QR 0.054 13.044 0.263 0.545

CASHR 0.002 6.656 0.263 0.545

IECR 0 15.8223 0.724 1.729

IEQR 0 13.044 0.431 1.222

IECASHR 0 6.656 0.084 0.435

LTA 24.476 32.200 28.945 1.529

DAR 0.001 1.426 0.288 0.186

n=2300
Table 3. Regression results.

Modell Model2 Model3
Variable Coefficient Prob Coefficient Prob Coefficient Prob

CR 0.018 0.090*
QR 0.011 0.065*
CASHR 0.018 0.090*
IECR 0.006 0.651
IEQR —0.0126 0.160
IECASHR 0.006 0.651
SIZE 0.058 0.0147%%* 0.062 0.009%%* 0.058 0.014%%%*
DAR —0.020 0.620 —0.0136 0.756 —0.020 0.620
F 0.000 0.000 0.000
R2 0.766 0.766 0.766

* * %, %%, and * indicate statistical significance at the 1%, 5%, and 10% level, respectively
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Table 3 consists of three models: the first one examines the relationship between the current ratio
and ROA. This model shows that all liquidity ratios had a positive and significant correlation to
ROA (the coefficient of CR was 0.018, QR was 0.011, and CASHR was 0.018 and was significant
at 10%). The results indicate the importance for companies to regulate the liquidity procedures of
the company. Furthermore, the results in this research show a positive correlation and significant
results on firm size (coefficient values of all models were 0.058, 0.062, and 0.058, respectively,
and 5% significant in model 1 and 1% in model 2 and model 3).

The findings of this research reveal a positive relationship between liquidity and profitability. If
the company’s current assets are sufficient, the company can set a strategy to increase the company’s
profitability (Madushanka & Jathurika 2018). Meanwhile, several CEOs can manage good liquidity
because CEOs with higher education determine the chosen strategy for liquidity (Gottesman &
Morey 2011). CEOs with high education in this study have a negative correlation with liquidity
and profitability. Company size describes the effectiveness of the company through working capital
derived from company assets to maximize company value. By having large resources, companies
can expand the market, thereby increasing company profits (Alarussi & Alhaderi 2018).

5 CONCLUSION

This research aims at determining the correlation between liquidity and profitability with the mod-
erating level of CEO education in consumer goods firms listed on the Indonesian Stock Exchange.
Firm size (measured with total assets) and leverage (measured by DAR ratio). Data on 60 firms
listed on the Indonesian Stock Exchange, covering the 2015-2019 period, was taken from Thompson
Reuters, and panel data regression technique was used to analyze the data. The results emphasize
that liquidity has a strong correlation with profitability. The results also find that firm size is
positively correlated to profitability. Meanwhile, leverage shows a negative but not significant
correlation with profitability. The research concludes that companies with abundant liquidity will
increase the company’s income.
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ABSTRACT: Short-Term Internship Program is one form of Corporate Social Responsibility
(CSR) Program held by PT Petrokimia Gresik (PG). In a year, at least 1500 undergraduate stu-
dents, vocational and high school students participate in this program. This program helps student
understand better the required knowledge, skills and attitudes in the industry by being directly
involved in the line of work. When the COVID-19 pandemic hit in early 2020, most of the workers
worked from home, while some of the others had to limit their mobilization, and thus organiza-
tions enforced visitor restriction, including students. This study aims to create an integrated digital
platform to allow students to experience “work™ from home utilizing PG digital learning website,
adding reporting, authorization and logbook features to the existing platform.

1 INTRODUCTION

PT Petrokimia Gresik is one of the subsidiaries of PT Pupuk Indonesia that produces various kinds
of fertilizer and other chemical products for agroindustry solutions. One of its roles is to manage
the Human Resource Department, especially the Training & Development Program, which has
four program focuses, comprising Man days of Training Program, Number of training participants,
Study Assignment, and Social Responsibility Program. The social responsibility program is divided
into four main programs, namely Internship, Research, Vocational Internship, and Short-Term
Internship Program.

The Internship program is a program in which its participants are undergraduate and postgraduate
students. The duration of this program is about six months. The Research program is a program
organized to accommodate students’ need to obtain relevant data from the company required for
their research study. Vocational internship is a program intended to be followed by vocational
students, where its duration ranges from three to six months. The Short-Term Internship Program
is a program involving undergraduate students, vocational dan high school students. This program’s
duration is one month. By joining this program, students are expected to gain a better understanding
about knowledge, skills, attitude and other characteristics required in the industry, and eventually
they are expected to gain knowledge and skills as qualification to be involved in the industry.

In a year, at least 1500 students participate in this program. But due to the COVID-19 pandemic
that made the employees work remotely from home and made the students learn from home, the
execution of Training and Development programs was affected. The realization of some of these
programs could not meet the target set at the beginning of the year.

2 LITERATURE REVIEW

2.1 Internship

An internship is a program held by an organization which offers work experience for a certain
period of time (Gupta et al., 2020). Academic internships are a bridge to link the theory taught
in the classroom and practice in the real work life by participating in a scheduled work under
supervision (Gault et al., 2010). Through internship, it is expected that the educational curriculum
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can be updated to the more current and updated list of knowledge required in the industry. According
to Hergert (2009), internship has a critical contribution in helping students to connect and associate
their conventional coursework and the workplace, and they even value internship experience greatly.

3 METHODOLOGY

3.1 Problem Definition

The first steps taken in this study were defining the problem and analyzing the root cause of the
problem. Based on the monthly report of Training & Development Program, the realization of
Social Responsibility Program did not achieve the target set at the beginning of the year. From
further examination into the data, we found that the number of Short-Term Internship Program’s
participants had the highest gap between target and its realization, which was 20.5%. In addition,
by using pareto diagram analysis, we found that the Short-Term Internship Program made the most
significant contribution to the low achievement of Social Responsibility Program.
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Figure 1. Pareto Diagram of Contribution of each Social Responsibility Program.

After identifying the main problem, the root cause of the problem was analyzed. By means of a
fish bone diagram, it was revealed that there were several things causing this problem, including
the COVID-19 pandemic that made students who were the participants of this program had to learn
from home online, and also employees who served as the supervisor and the mentor had to work
remotely from home. More importantly, in the existing platform, there were not enough features
to support online internship. Finally, the target for this study was set, which was to minimize
the deviation of Short-Term Internship Program’s participants from 20.5 to 6 using the e-prakerin
redesign to accommodate the program online.

3.2 Development

In this step of the methodology, firstly, we formulated some alternative solutions on how the online
internship should be implemented, and what kind of platform should be used to support the online
internship program. From several alternative solutions, the one solution that was considered to be
the most effective was integrating and synchronizing the current website with the company’s digital
learning platform while adding some features to the current website.

Once the solution that would be implemented was decided, the flowchart of Short-Term Intern-
ship Program was redesigned to illustrate the new step-by-step process on how this program would
work online. When the most effective and feasible flowchart was created, a mock-up for every new
feature for the platform to accommodate online internship was created. The proposed new feature
to facilitate online internship involved administration for recording attendance, logbook, report
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approval, and the addition of an online statement letter. Subsequently, the mock-up was used as a
guidance to develop the platform, especially for its interface.

Next, in this development phase, a platform was created based on the flowchart and the mock-up,
together with the Apps Developer Team. Every progress of the development was monitored and
evaluated. When the development phase was done, the next step was User Acceptance Test. This step
was taken to understand how well the website performs and how users perceive the website. After
passing the User Acceptance Test, the website development was finally deployed to the company’s
server by coordinating with the IT team.

4 RESULTS AND DISCUSSION
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Figure 2. Dashboard of the E-Prakerin Website.

After the implementation of the program using e-prakerin website that had been redesigned by
adding new features, it was found that the deviation of the number of participants joining Short-
Term Internship Program significantly decreased, from 20.5 to 0. No deviation meant that there was
no gap between the target and the realization of number of students participating in the program.
It was far beyond the expectation we set at the beginning of this study, in which we targeted a
decrease from 20.5 to 6.
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Figure 3. Deviation of Number of Participants of Short-Term Internship Program.

Other than minimizing the deviation of the program’s participants, the implementation of the
e-prakerin website also brought several positive impacts to the company.
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Table 1.

Positive Impacts of E-Prakerin Redesign.

Before After
development Target Development

Q (Quality) Short-Term Internship Program held through Program could be held
program could not be held online internship online, using e-prakerin
due to the COVID-19 Deviation: 6 website. Deviation: 0
pandemic. Deviation: 20,5

C (Cost) The estimated cost needed The estimated cost needed The estimated cost needed

D (Delivery)

H (Health)

M (Moral)

for Personal Protective
Equipment, Work Permit,
Medical Equipment and
cost should there be
COVID transmission is
about Rp 3.150.000/person

Estimated time for report
approval is 1-2 weeks,
because the administration
process takes a long time,
starting from asking for the
approval from the mentor,
the department where
program takes place, and
VP of HRD.

There is a high possibility
of COVID transmission due
to the physical interaction
between students and
mentors. Health Level 2
Participants’ satisfaction
level: Dissatisfied (Level 2)

for Personal Protective
Equipment, Work Permit,
Medical Equipment and
cost should there be
COVID transmission : Rp 0

Estimated time for report
approval is 1 day, due to the
superiors’ workload.

Possibility of COVID
transmission is lower,
because internship is held
online. Health Level 4

Participants’ satisfaction
level: Very Satisfied
(Level 5)

for Personal Protective
Equipment, Work Permit,
Medical Equipment and
cost should there be COVID
transmission : Rp 0 Website
development fee:

Rp 5.000.000,-

Estimated time for report
approval is 1 day, due to the
superiors’ workload.

Health Level 4

Participants’ satisfaction
level: Very Satisfied
(Level 5)

5 CONCLUSION

This study found that redesigning the e-prakerin website increased the number of participants of
the Short-Term Internship Program. Redesigning the e-prakerin website was done by integrating
and synchronizing the current website with the digital learning platform and adding some features
to accommodate the online internship.
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ABSTRACT: This research analyzes the effect of financial inclusion in the performance of
MSMEs and examines the role of efficiency and financial flexibility as a mediation. The Sim-
ple Random Sampling technique was used with a total of 100 respondents and analyzed using
the Partial Least Square (PLS) method. The results showed that financial inclusion affected the
performance of MSMEs, either directly or through mediation, namely efficiency and financial
flexibility. Both of them had a positive effect on the relationship between financial inclusion and
the performance of MSMEs. Moreover, the increase in financial inclusion had a major impact on
improving the performance of MSMEs through efficiency rather than financial flexibility. There-
fore, increasing access to financial services for MSMEs will enhance the performance of MSMEs
through improving efficiency in the form of a financial services approach for MSME.

1 INTRODUCTION

MSMEs are a vital part of the Indonesian economy (Zain 2010). MSME:s in the city of Malang
have a high potential and have shown very rapid development over the last three years. In 2016,
the number of MSMEs in Malang City was only 1970 business units, then increased to 3292 units
in 2017 and reached 3711 units in 2018. Therefore, this research makes MSMEs in Malang the
object of research.

The impact of financial inclusion on MSME growth across developed and developing countries
demonstrates that financial inclusion has a positive and significant impact on the performance
and growth of the business (Abdmoulah & Jelili 2013; Chauvet & Jacolin 2017; Lee et al. 2019).
Financial inclusion reduces liquidity constraints and encourages investment, resulting in higher
output and employment (Khan 2011; Morgan & Pontines 2014). Properly implemented financial
inclusion has the potential to increase the economic activities of MSMEs (Egbetunde 2012; Mbuotor
& Uba 2013; Okafor 2012; Onaolapo 2015; Yaron et al. 2013). However, the latest research
conducted by Ejiofor et al. (2020) firmly concluded that financial inclusion had no effect on the
growth of MSMESs. This shows the inconsistency of findings related to the effect of financial
inclusion on the performance of MSMEs.

Researchers concluded that the successful implementation of financial inclusion had the potential
to increase economic activity, including by enhancing the performance of MSMEs (Onaolapo
2015; Yaron et al. 2013). According to Mardiasmo (2009), efficiency is closely related to the
concept of productivity. Efficiency indicators describe the relationship between resource inputs by
an organizational unit (e.g., staff, wages, administrative costs) and the resulting output. The greater
the output compared to the input, the higher the level of efficiency of an organization (Mardiasmo
2009). The relationship between financial inclusion and efficiency in developing countries has
been tested by Grohman et al. (2017). Based on the results of previous research described above,
it can be assumed that financial inclusion can increase efficiency.
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The survey conducted by Graham and Harvey (2001) obtained results where 392 Chief Financial
Officers (CFO) from various companies in America said that financial flexibility is the most impor-
tant determining factor in determining the composition of the capital structure. Financial flexibility
is the level of capacity and speed of a company to be able to mobilize its financial resources or to
take preventive, reactive, and exploitative actions to maximize firm value (Byoun 2008).

MSME credit support can improve economic growth by increasing business capitalization,
employment opportunities, and long-term income growth (Kevane & Wydick 2001). Moreover,
access to external credit will significantly increase sales and enterprise growth (Banarjee 2014).
Credit constraints, whether due to bad credit or a recession, may encourage firms to experience
lower sales growth rates (Dimitrov & Tice 2006).

2 RESEARCH METHODS

The population in this study were all MSME actors in Malang City. The research sample was
selected using Roscoe’s theory and 100 samples were obtained from all of Malang City’s MSME:s.
The data collection method used was the Simple Random Sampling method. The data analysis
method used in this research was multivariate analysis with the Partial Least Square (PLS) model.

3 RESULT AND DISCUSSION

Test results showed that the hypothesis (H1) was accepted and showed a significant positive effect.
This finding is consistent with research conducted by Khan (2011), Egbetunde (2012), Okafor
(2012), Mbutor and Uba (2013), Yaron et al. (2013), and Onaolapo (2015). All efforts to increase
the access and use of financial services can improve the performance of MSMEs. Furthermore,
financial inclusion will provide MSMEs with access to more financial services at affordable costs
to improve the performance of MSMEs with adequate funding. In general, good financial inclusion
has great potential for financial return.

The effect of financial inclusion on efficiency for the hypothesis (H2) was accepted and this
indicates that direct financial inclusion can increase the efficiency of MSMEs in Malang, meaning
that all efforts to minimize losses or waste of resources in products/services can increase market
penetration and service quality of financial institutions. This finding is in line with Garcia and José
(2016) who argued that increased financial inclusion due to intensive participation in the financial
system by low-income clients can lead to high transaction and information costs. This increases
the information asymmetry that characterizes the financial system as a fundamental source of
inefficiencies that are difficult to resolve (for example, due to a lack of collateral or credit history).
In general, good financial inclusion has a high potential to create high efficiency as well. This is
evidenced by the results of the statistical distribution of financial inclusion variables on MSMEs
in Malang, followed by a high level of efficiency.

Hypothesis (H3) testing showed that financial inclusion had a significant positive effect on
financial flexibility and was in line with several previous studies conducted by Agha and Faff
(2014) and Bergant (2015). In general, good financial inclusion has a high potential to create high
financial flexibility. This is evidenced by the results of the statistical distribution of financial inclu-
sion variables, followed by a high level of financial flexibility. Bergant (2015) defined financial
flexibility as the ability (capacity and speed) of a business system to fund the development of busi-
ness opportunities without disrupting its financial stability. When faced with financing constraints,
companies should prioritize debt financing at lower costs when obtaining external financing and
use short-term investment to maintain financial flexibility (Yang & Zhang 2020).

Based on the testing results, hypothesis (H4) was accepted and showed a significant positive
effect. Efficiency can directly improve the performance of MSME:s in the city of Malang, which
means that a process that provides a relationship between lenders and borrowers is able to improve
the results of work functions or individual or group activities in an MSME to achieve a common goal
within a certain period. This shows that the efforts of banks to improve their services to increase the
satisfaction and loyalty of MSME customers can improve MSME performance through increased
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market share growth, workforce growth, sales growth, and MSME profit growth. The results
showed that efficiency had a significant positive effect on the performance of MSMEs in Malang
City, which is in line with previous research conducted by Ahmad and Arif (2015). In general, good
efficiency has a high potential to create high MSME performance as well. This is evidenced by the
results of the distribution of the efficiency variable statistics which are also followed by the high
level of performance of MSMEs.

The hypothesis (H5) was accepted and showed a significant positive effect. Direct access to
capital was able to improve the performance of MSMEs in the city of Malang, meaning that there
were no obstacles related to administrative costs or procedures for capital provider institutions that
are felt by them so that they were able to improve the results of work functions or individual or
group activities in an MSME certain period. This shows that their companies had received a loan
from a bank in the full amount proposed which could fulfill their credit need. They found it easy to
access credit and loan from a bank. The results showed that financial flexibility had a significant
positive effect on the performance of MSMEs in Malang in line with previous research conducted
by Ahmad and Arif (2015). In general, good financial flexibility has a high potential to create a
high performance for MSMEs. This is evidenced by the results of the statistical distribution of the
variable financial flexibility which is also followed by a high level of performance of MSME:s.

The hypothesis (H6) was accepted and the results showed a significant positive effect. Efficiency
was proven to be able to mediate the effect of financial inclusion on the performance of MSMEs
in Malang. This implies that all efforts to increase access, availability, and benefits of the formal
financial system for all economic actors caused no constraints related to administrative costs or
procedures for institutions providing capital that were felt by the MSMEs so that they could improve
the results of work functions or individual and group activities to achieve a common goal within
a certain period. Financial inclusion caused companies owned by MSMEs in Malang to receive
loans from banks/cooperatives, to receive the full amount of loan facilities proposed, and to receive
the loan amounts that meet the company’s credit needs. Their companies found it easy to access
credit from banks/cooperatives and could get them more often. The interest rates charged by
banks/cooperatives were usually lower than other financial institutions. MSME actors in Malang
thought that the interest rates charged by banks/cooperatives were reasonable and very attractive.
This caused an increase in the performance of MSMEs in Malang city.

The hypothesis (H7) was accepted because the analysis results showed a significant positive
effect. Financial flexibility was able to mediate the effect of financial inclusion on the performance
of MSME:s in Malang. It can be interpreted that all efforts to increase access, availability, and
benefits of the formal financial system for all economic actors led to a process that provided a
relationship between lenders and borrowers to improve the results of work functions or individual
or group activities in an MSME to achieve a common goal in a certain period. The performance of
MSMEs in Malang city was considered quite good because the financial service support offered
by banks/cooperatives improved the nutrition of economic actors in Malang, increased access to
health services in their households, and allowed MSME actors to pay school fees. The savings
products provided by banks/cooperatives were suitable, safe, and suited their needs.

4 CONCLUSIONS

The government’s policy to increase access to financial services, especially for small and medium-
sized enterprises, has been able to improve the performance of MSMEs as measured by increasing
market share, increasing employment, increasing sales, and increasing profits. Increasing finan-
cial inclusion also had an effect on improving efficiency by simplifying formal credit procedures
and reducing bank credit costs. Increasing efforts to build customer satisfaction and loyalty as
an indicator of financial flexibility will have an effect on improving the performance of MSME:s.
The efficiency improvements made by MSME actors with the ease of loan procedures and low-
ering borrowing costs will increase the ability of MSMEs to improve performance. The strongest
influence was efforts to increase financial flexibility on improving the performance of MSMEs
through financial intermediation by opening banking branches to improve lender and borrower
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relations. Efforts to increase efficiency had a less strong effect on improving the performance of
MSMEs through efficiency than through financial flexibility. Increasing financial inclusion will
improve the performance of MSMEs through financial flexibility and access to finance, but the
impact was not as strong as through financial flexibility alone.
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ABSTRACT: The employee outsourcing process has snowballed in different parts of the world,
specifically in Indonesia. For instance, employees face many challenges concerning agreement,
recruitment, and implementation during outsourcing. They also encounter workplace ostracism,
which leads to work dissatisfaction, psychological and overall health problems, often resulting
in resignation. However, exposing outsourced employees to an overly demanding experience can
exceed their adaptability, affecting productivity. Therefore, this study aimed to investigate the
effect of workplace ostracism and employee silence on task performance with perceived stress as a
mediation variable. A quantitative method was used to collect data from 200 outsourced employees
through online questionnaires. The responses were processed through the PLS-SEM technique by
LISREL software. From the results, most outsourced employees were aged between 21 and 30 years
with work experience of between 1-2 years. According to the study, perceived stress mediates the
relationship between workplace ostracism and employee silence on task performance. Additionally,
it was concluded that ostracism results from a lack of workplace actualization.

1 INTRODUCTION

Currently, many businesses use outsourced employees to run their operations effectively. However,
the increased competition requires the current businesses to improve logistics and operations man-
agement systems (Zhu 2016). According to Asatiani et al. (2019), most companies outsource their
personnel to reduce costs and focus on their competencies. Apart from cost saving, other benefits
include reduced time for marketing, improved work quality, and value creation (Zhu 2016). In addi-
tion, outsourcing human resources help companies to access a specialized workforce. This growing
outsourcing industry in Indonesia faces various problems ranging from agreements, recruitment,
and implementation (Triyono 2011). Although the outsourced employees benefit the organizations,
they are often subjected to workplace ostracism or exclusion (Steinbauer et al. 2018), leading to
poor psychological wellbeing and job dissatisfaction (Robinson et al. 2013). Furthermore, most
outsourced employees keep their ideas and feelings, maintaining their struggles with environmental
demands secret.

2 LITERATURE REVIEW

Workplace ostracism is a negative experience (Ferris et al. 2008) which leads to negative emotional
states such as sadness, depression, loneliness, jealousy, guilt, shame, and social anxiety (Williams
et al. 2002). Studies indicate that workplace ostracism affects an individual’s ability to conform
to social norms in their environment (Baumeister et al. 2005). In addition, ostracism leads to low
self-awareness and stress, which reduces an individual’s desire for long-term goals (Twenge et al.
2003).

According to cognitive dissonance theory, contradictory thoughts and behaviors ruin an individ-
ual’s psychological state (Festinger 1962). Employee silence increases psychological discomfort
for example, stress caused by cognitive dissonance. Kirrane et al. (2017) support this theory by
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demonstrating that employee silence causes stress. Furthermore, the study revealed that employees
who do not argue with their managers are more likely to experience stress (Dedahow et al. 2016).
Previous studies found that employees purposefully remain silent because they are conflicted about
their workplace roles. Tasks ambiguity and high work complexity can suppress individual feelings,
causing stress (Wu etal. 2018). Stress leads to unfavorable conditions, such as information overload,
making people perform poorly on tasks requiring frustration tolerance, accuracy, and concentration
(Motowidlo et al. 1986). When people are stressed at the workplace, their productivity diminishes.
This indicates people need to avoid stressful situations and develop a stress-relieving strategy to
increase their job performance. On a general level, stress has a negative effect on one’s productivity,
effectiveness, and quality of work (Savery & Luk 2001). Individuals who have high stress levels
will experience cognitive weakness which results in the depletion of individual energy needed to
perform task performance. Stress also provides unfavorable conditions, such as information over-
load which has an impact on the need to get more attention. Consequently, when individuals are
stressed, they tend to perform poorly on tasks that require tolerance for frustration, accuracy, and
the ability to avoid distraction (Dong & Chung 2020).

Previous literature has explained that there is indeed a relationship between stressors and strain
relationships. Stressor is a stimulus that indicates the presence of stress characterized by increased
anxiety, tension, and fatigue (Jex 1998). One example is workplace ostracism. Exclusion that occurs
in the workplace will cause strain. Strain is the result of a stress process that can be psychological
(job dissatisfaction and turnover intention), physical (headaches, increased blood pressure, and
long-term illness), or behavioral (smoking and withdrawal from work). Unwanted strain or tension
will activate negative emotions and cognitions that result in a person withdrawing from work. As
a result, when individuals experience stress they will tend to perform poorly on the tasks and
responsibilities they are doing (Chung 2018). Therefore, the hypotheses are as follows:

H1: Workplace Ostracism has a significant positive effect on perceived stress
H2: Employee silence has a significant positive effect on perceived stress
H3: Perceived stress has a negative effect on task performance

H4: Workplace ostracism has a significant effect on task performance

HS5: Employee silence has a significant effect on task performance

3 METHODOLOGY

The primary data was obtained by distributing questionnaires to 195 outsourced workers from
Jakarta, Bogor, Depok, Tangerang, and Bekasi, Indonesia. The questionnaires’ validity and relia-
bility were evaluated using 32 respondents. Additionally, the study model was analyzed through
confirmatory factor analysis and structural model.

4 RESULTS AND DISCUSSION

The study used a sample of 195 respondents consisting of 64.7% female and 35.3% male. Addition-
ally, 85% of the sample comprised people aged 20 and 30 years, while 86.5% comprised bachelor’s
degree holders with work experience of 1-2 years. The confirmatory factor analysis results show
that each indicator has a standardized loadings value greater than 0.5 and an AVE value greater than
0.5. The indicators comprising accurate measurements with each variable containing a construct
reliability value greater than 0.6. Therefore, the indicators and the measurement model are valid
and reliable.

After testing, five hypotheses were accepted, while one failed to fulfill the significance criteria
through the Sobel test (t-value 1.96 and p-value 0.05) (Hair et al. 2014). Similar to mediation testing,
the study found that workplace ostracism and employee silence indirectly affect task performance.
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Table 1. Hypothesis test results.

H Path T-value Evaluation
1 WPO — PSS 4,43 Supported
2 ES — PSS 3,08 Supported
3 PSS — TP —3.45 Supported
4 WPO — TP -2,19 Supported
5 ES — TP 4,43 Not Supported

Source: Result of statistical data using LISREL

Previous studies show a link between workplace ostracism, employee silence, and task per-
formance (perceived stress). Furthermore, social and organizational contexts significantly impact
employees’ psychological wellbeing. According to Ferris et al. (2008), workplace exclusion is
positively related to anxiety and depression from continuing stress. On the other hand, workplace
exclusion results in negative self-perceptions and emotions, making individuals lose self-control
and decreasing their work quality. When an individual is ostracized, their stress comes from a lack
of social support in the organization (Hobfoll 1989). Their stress originates from their negative
experiences. According to this study, workplace ostracism or exclusion can be a source of stress.
This finding agrees with Williams et al. (2002), which explained how workplace exclusion harms
an individual’s sense of belonging and behavior towards achieving workplace goals. Ostracized
individuals are unlikely to believe their unsuitability to serve, and this shows why they cannot
embrace positive behaviors while at work. The relationship between workplace exclusion and per-
formance extends the previous study on how exclusion reduces positive work behaviors, such as
pro-social behavior, and triggers negative behaviors (Twenge et al. 2003). When an employee feels
excluded from other members, their energy may drain, reducing the effort to complete their tasks
(Ng & Feldman 2012).

Employees’ confidence in completing their tasks reduces the chances of failing to fulfill targets.
Finding ways to fulfill performance standards in the face of social exclusion necessitates a belief
in one’s ability to find creative solutions to the knowledge deficits that come with isolation. In
addition, self-motivation reduces stress caused by feelings of being excluded or ignored (Wu et al.
2011) and the chances of failing to fulfill performance targets. Most employees who are unable to
use personal resources cannot cope with workplace exclusion leading to decreased performance
(Hobfoll 2001).

5 CONCLUSIONS

Ostracism occurs in the workplace social context due to stress among outsourced employees. From
the results, perceived stress determines employees’ task performance. Furthermore, silence and
voice are complex and multidimensional constructs; therefore, it is critical to understand employees’
motivations for silence. Organizations and managers should foster positive interpersonal rela-
tionships by increasing cohesion, trust, and communication. Both organizations and managers
should avoid member bias in work teams to avoid the feeling of exclusion and dissimilarity among
employees (Bauer 1996).
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ABSTRACT: This study aims at analyzing whether VAT-easing in Indonesia during the pandemic
encourages consumers to buy cars on credit or propensity toward indebtedness. Specifically, this
study evaluates whether emotional factors, materialism, and financial literacy affect the intention
to buy a car on credit when the Indonesian government implements a VAT-easing policy on new
cars with specific criteria. A survey has been conducted involving consumers who bought a car
during the VAT-easing period in 2021 or intended to buy a new car with the VAT-easing facility. Data
was collected using a structured questionnaire. The analysis was performed using the regression
method using SPSS. It was revealed that financial planning behavior, materialism, and emotional
variables significantly affect propensity toward indebtedness. This research contributes to research
on personal finance because there is limited research regarding the tendency to buy cars on credit or
indebtedness in Indonesia. This research is regarded as necessary because the regular repayment for
the loan accounts is significant to monthly household spending among the Indonesian middle-class

group.

1 INTRODUCTION

1.1 Background

The COVID-19 outbreak in Indonesia has been impacting negatively on the Indonesian economy. In
the first quarter o£ 2020, the economy grew only 2.97%, lower than the first quarter in 2019, which is
5.07%. In the second quarter, it worsened that the economic growth rate was minus 5.32%. The dire
economic conditions since the outbreak have directly impacted the automotive industry. According
to the Association of Indonesian Automotive Industries (GAIKINDO), the industry recorded only
532.027 units of new car sales during 2020, accounting for a 48.37% decrease compared to 2019
new car sales, which are 1.026.921 units (Anwar 2021; GAIKINDO 2020; Jayani 2021).

The Indonesian government implemented a luxury VAT-easing policy on new car purchases
with specific criteria to encourage economic recovery in this industry. In Indonesia, there are two
types of value-added tax (VAT) imposed on car sales transactions, i.e., a general VAT imposed
on all new car sales at 10%, and a VAT on luxury goods, which is only imposed on the luxury
cars category. This government policy is reducing or eliminating the luxury VAT policy on new
cars sales transactions. This policy is part of the national economic recovery program during the
pandemic. This tax relaxation is effective from March 2021 (Santoso 2021) and has succeeded
in restoring the new car industry in Indonesia. In the January-October 2021 period, the industry
recorded 703.184 new car sales. This figure almost equals the car sales number in the pre-pandemic
period, amounting to 849.609 units for the January—October 2019 period (Karunia 2021).

This condition is interesting to investigate because new car sales transactions in Indonesia are
primarily made on credit. The loan repayment process involves significant monthly expenses for
the middle class in Indonesia. The recovery of the new car sales record is quite surprising knowing
that there was a second wave of the pandemic in Indonesia in 2021. However, the economy has
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not fully recovered yet. Thus, this study aims to evaluate the factors that influence the decision
or intention to apply for a loan to buy a new car amid the COVID-19 pandemic, with the luxury
VAT-easing policy situation. This research contributes to research in the field of personal finance
in Indonesia.

2 THEORETICAL BASIS

2.1 Emotion and propensity toward indebtedness

Based on Calvo-Porral and Otero-Prada (2021), emotions affect differently to people. Following
their emotions will have a different impact on customers’ complaint behavior and satisfaction
depending on the hedonic or utilitarian nature of the service. People might show positive or negative
emotions regarding their propensity toward indebtedness (Azma et al. 2019). Emotions that apply
to individuals’ propensity to indebtedness include indignation, dread, envy, humiliation, pride,
disgrace, apprehension, and so forth. Hence, this study proposes:

H1: Emotions have a significant relationship with a propensity towards indebtedness.

2.2 Materialism and propensity toward indebtedness

Materialism believes that having money and possessions is the most critical thing in life (Cambridge
Dictionary 2021). Flores and Vieira (2014) stated that more materialistic people have a more
elevated propensity toward indebtedness. Highly materialistic people accept that obtaining material
products is a central goal of life (Mette et al. 2019). They additionally believe that ownership of
something is a pointer to success and societal status and, subsequently, the way to satisfaction
(Mette et al. 2019). The different findings of researchers recommend that materialism is not related
to a singular’s pay. As such, a person with low pay might have materialistic attributes (Mette et al.
2019). Thus, this study proposes:
H2: Materialism has a significant relationship with a propensity towards indebtedness.

2.3 Financial planning behavior and propensity toward indebtedness

French and McKillop (2016) characterized financial planning behavior in their paper as a mix
of mindfulness, knowledge, skill, demeanor, and behavior necessary to settle on strong monetary
choices and eventually accomplish individual financial prosperity. Potrich and Vieira (2018) further
evaluated the connection between financial planning behavior and consumer credit. Thus, this study
proposes:

H3: Financial planning behavior has a significant relationship with a propensity towards
indebtedness.

3 METHODS

The research surveyed individuals using a closed questionnaire. Thus, primary data were used
to analyze. Respondents were selected using the purposive or judgment sampling technique—
the selection was limited to those who understand the implementation of the Indonesian luxury
VAT-easing policy applied in 2021. The questionnaire was constructed using the 5- point Likert
scale. As previously explained in the literature review, the variables consisted of emotion, financial
planning behavior, materialism, and propensity toward indebtedness. The range of choices for the
questionnaire is from 1 to 5, indicating strongly disagree to strongly agree, respectively.

The target respondents selected in this research are Indonesians who bought a new car and intend
to apply for a car loan in the near future during the implementation of the luxury VAT-easing policy.
123 filled out the questionnaire. Data was collected during the second half of 2021 by November
30. The questionnaire was filled out by 68 males, or 55.3%, and 55 females or 44.7%. SPSS is

193



used to determine the descriptive analysis and Multiple Linear Regression (MLR). Through SPSS,
the writer can obtain Cronbach’s alpha for reliability test, F-value and p-value to conclude the
relationship between variables.

After testing the validity and reliability of the constructs used for each variable, the next step
is to analyze the data. The analysis was carried out using multiple regression using the following
model:

Pl =a + B1E; + BoM; + B3FPB; + €
Where PI;= Propensity towards Indebtedness; M;= Materialism; and FPB; = Financial
Planning Behavior.

4 RESULTS AND DISCUSSION

This study conducted a pilot test using 50 data to test the validity and reliability of the questionnaire.
The validity test was carried out using factor analysis, while the reliability test was conducted using
Cronbach’s alpha. The factor analysis results revealed that the risk perception construct is not valid.
Thus, the risk perception construct is excluded from the model. Furthermore, the reliability test
using Cronbach’s alpha found the value of emotion (0.930), materialism (0.738), financial planning
behavior (0.863), and propensity toward indebtedness (0.673). Accordingly, the variables are valid
and reliable for further analysis. The analysis of variance (ANOVA) obtained an F-Value of 2.6783
with a p-value of 0.000. This result means that all variables (emotion, materialism, and financial
planning behavior) simultaneously affected one’s propensity toward indebtedness. Thus, a t-test in
regression analysis was conducted to test the hypotheses of the study.

The emotion variable had a coefficient of —0.128 with a p-value of 0.032. This finding indicates
a significant relationship between emotion and propensity toward indebtedness. This result sup-
ported the previous study by Flores and Vieira (2014) in Brazil, who found a significant negative
relationship. However, this finding is contrary to that of Azma et al. (2019), who found a positive
relationship between the emotion variable and propensity towards indebtedness.

The second variable is materialism. The regression result shows a coefficient of 0.303 with
p-values of 0.000. This result means that there is a positive relationship between materialism and
propensity toward indebtedness. This aligns with the findings of Flores and Vieira (2014) and Azma
et al. (2019), who found a positive relationship. The third variable is financial planning behavior.
This study finds a coefficient of 0.261 with a p-value of 0.007. This result indicates a positive
relationship between financial planning behavior and propensity toward indebtedness. The overall
finding of this study is shown in Figure 1.

Hi:-0.128%*

HZ: 0303~

Materialism - — — — _— Propensity toward Indebtedness

H3: 0.706%*

Financial Planning
Behaviour

Figure 1. The result of regression.

5 CONCLUSION

The purpose of this study was to evaluate factors that determine one’s willingness to apply for a car
loan (propensity toward indebtedness) due to the implementation of the luxury VAT-easing policy.
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Specifically, this study aims to explore further the effect of the individual’s emotion, materialistic
feeling, and financial planning behavior on their propensity toward indebtedness. It is observed that
the emotion variable has a significant negative relationship with a propensity towards indebtedness.
On the other side, materialism is found to have a significant positive relationship with a propensity
toward indebtedness. Interestingly, financial planning behavior was also proved to have a significant
positive relationship with a propensity toward indebtedness. This means that those who carefully
plan their financing activities tend to utilize the benefit from the luxury VAT-easing policy. These
findings also indicate that those who apply for a car loan would carefully count the interest cost
and their spending regarding car loan repayment. However, this research has limitations because
the data does not differentiate between the social class of respondents. Further research is needed
to generate a more general conclusion.
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ABSTRACT: The objective of this research was to analyze the systemic risk of banking in Indone-
sia based on the Pearson correlation of stock returns. The analysis used weekly stock price data
for banking companies from October 2019 to June 2021. Additionally, the research applied the
Fama-French Three-Factor Model (FF3F) to confirm whether the correlation was caused by sys-
tematic or idiosyncratic risk. The results showed that the average and median Pearson correlation
increased, specifically in 2021. Furthermore, the FF3F regression results indicated that the increase
in correlation was caused by an increase in the systematic risk (beta coefficient).

1 INTRODUCTION

The COVID-19 pandemic, which started in Wuhan, China, back in December 2019, continues to
ravage the world to date. Statistics indicate that more than 260 million people have tested positive
for COVID-19, while the death toll resulting from the pandemic is over 5 million people across
the globe. It has also resulted in many losses across all economic sectors. For instance, Singapore
reported a decrease of its gross domestic product (GDP) by 41.2% in 2020, while South Korea’s
economic growth decreased by 2.9%. Furthermore, data obtained from the World Economic Forum
in June 2020 stated that overall global economic growth decreased by 4.9%.

The pandemic has forced many companies to close businesses because of operating at less than
normal capacity. Furthermore, bank customers could not pay loans, or credit advanced to them,
thereby increasing the ratio of bad loans or Non-Performing Loans. Consequently, the liquidity and
profitability of banking companies are expected to reduce significantly due to declining demand
for banking services, with the effects spreading to other banking institutions, causing systemic
risk. This research aimed to evaluate the systemic risk of banking in Indonesia using stock return
correlation. In addition, it determined whether the correlation is caused by systematic risk or
idiosyncratic risk through the Fama-French Three Factors.

2 LITERATURE REVIEW

2.1 Systemic Risk

Based on Bank Indonesia Regulation Number 16/11/PBI/2014, systemic risk is a process of insta-
bility as a result of contagion in part or all financial systems due to the interaction of size factors,
business complexity (complexity), and linkages between institutions and/or financial markets
(interconnectedness), as well as excessive behavioral tendencies of financial institutions to fol-
low the economic cycle (procyclicality). According to Caruana (2010), systemic risk involves
disruption to financial services caused by a decline in all or part of the financial system with
the potential to harm the real economy. Meanwhile, de Bandt and Hartmann (2000) divides the
definition of systemic risk into two systemic events, namely in a narrow sense and abroad sense.
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A systemic event in a narrow sense is an event where a financial institution or financial market
fails which will trigger adverse side effects on one or more institutions or financial markets. Mean-
while, in a broad sense it also includes the simultaneous impact on a large number of institutions
and financial markets as a result of shock a wide and severe.

2.2 Fama-french three-factor model

Fama-French Three-Factor (FF3F) Model is a modification of the capital asset pricing model
(CAPM) by adding a risk measure (size risk) and a value risk factor. According to Fama and French
(1992), stock beta is a market risk indicator that does not explain the actual stock return, while the
size and book-to-market ratio explains it more broadly. The formula for the Fama-French Model is
as follows:

Ry — Ry =it + B (Rve — R) + P2SMB; + 3 HML, &)

Where Rit is the total return of stock or portfolio i at time ¢. Rf? is the risk-free rate of return at
time ¢ while RM¢ is the total market portfolio return at time ¢. Additionally, SMB (Small Minus Big)
is Size Premium at time ¢, and HML (High Minus Low) is Value Premium at time ¢. Finally,1,2,3 is
a coefficient factor.

2.3 Previous Research

Patro et al. (2013) examined the relevance and effectiveness of correlating stock returns among
financial institutions as an indicator of systemic risk. Analysis was conducted regarding trends
and fluctuations in the daily stock returns correlation among the 22 largest holding companies and
investment banks from 1998 to 2008. The results revealed that the daily stock return correlation
is a simple, strong, forward-looking, and precise indicator of systemic risk. The results concluded
that idiosyncratic risk in the banking sector is more correlated, thus a higher probability of failure.

Siagian (2013) explained the correlation of banking stock returns as an indicator of systemic
risk. This research used the stock return value of ten banks with the largest asset value base in 2012
financial statements. The Pearson correlation analysis results showed that the daily stock return
correlation of the 10 banking companies had increased along with the increasing systemic risk in
the financial system.

3 METHODS

This research used weekly data from Thomson Reuters from October 2019 to June 2021. Addition-
ally, weekly stock data obtained from 41 commercial banks listed on the Indonesia Stock Exchange
was used.

Furthermore, correlation analysis, which involves studying the relationship between variables,
was applied. Notably, the strength of the relationship between research variables is measured by
the correlation coefficient, ranging from values of -1 and 1. According to Lind et al. (2011), if the
correlation coefficient is close to 0, then the relationship between the variables is weak, and vice
versa. Additionally, a correlation coefficient close to -1.00 or 1.00 indicates that the relationship
between variables is very strong. However, the direction of the Pearson correlation coefficient does
not affect the correlation strength.

The subsequent analysis used the Fama-French Three-Factor Model to test the correlation caused
by systematic or idiosyncratic risk increase. This model has three factors, including the Excess
Return from the market index, the Small minus Big factor (size factor), and the High Minus Low
factor based on the book-to-market ratio.
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4 RESULTS
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Figure 1. Graph of the average value and median correlation coefficient.

Based on the average value of the Pearson correlation coefficient for each period, only 3 periods,
including Q3 2020, Q1 2021, and Q2 2021, had a high correlation value, while Q4 2019, Q1
2020, Q2 2020, Q4 2020 correlations had low values. In other words, the 3 periods with a high
correlation value indicated a close relationship between banking companies. The four periods with
low correlation values showed a low linkage between banking companies. According to Patro et
al. (2013), an increase in stock return correlation can be interpreted as a tendency to experience
systemic failure in several triggering events. Therefore, the Q3 2020, Q1 2021, and Q2 2021
periods have a high tendency for systemic failure. Also, the Q4 2019, Q1 2020, Q2 2020, and
Q4 2020 periods showed a fairly low correlation value, indicating a low systemic failure. And
based on research from Siagian (2013), it can be said that in this study, banking companies have a
relationship with one another with a relatively strong level of linkage. Therefore, in this study, the
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Figure 2. Graph of mean and median of Pearson correlation and beta and error of fama-french three-factor
model regression.
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relationship between banking companies has a strong relationship in a certain period which was in
Q3 2021, Q1 2021 and Q2 2021.

The results show that each period’s beta and error value have different movements compared to
the average and median Pearson correlation. Furthermore, the error value representing idiosyncratic
risk fluctuates but decreases towards the end. Similar results were witnessed using the beta value.
Additionally, when the correlation value between banking companies increased, the beta value (an
indicator of systematic risk) also increased. This contravenes the findings of Patro et al. (2013),
which show an increase in the correlation between banking companies due to an increase in the
idiosyncratic risk correlation.

In the research of de Bandt and Hartmann (2000), idiosyncratic shocks are “insurable” which
means that an investor can protect his investment by diversifying so that it can be said that shocks
idiosyncratic if within a certain strength, can still be saved by diversification. Meanwhile, system-
atic shocks are often “uninsurable” which means that if there is a severe recession, when it reaches
a certain strength, it will adversely affect various financial institutions and markets so that the
consequences have been included in the broad concept of systemic risk. Based on this research, in
this study, the increase in the correlation of returns stock between banking companies is caused by
systematic risk so that in a certain strength it will have a bad impact on all financial institutions.

5 CONCLUSIONS

The results indicated that High stock return correlation values occurred during the Q3 2020, Q1
2021, and Q2 2021 periods, thus the conclusion that a strong relationship between banking compa-
nies can lead to a high tendency for systemic failure. Furthermore, the low correlation value of stock
returns was observed during Q4 2019, Q1 2020, Q2 2020, and Q4 2020, showing a weak inter-bank
association. The calculation of the FF3F Model from each period revealed that the increase in the
beta value led to a high correlation value of stock returns. Future research is expected to use data
with a longer period during the COVID-19 pandemic besides applying the FF3F Model to confirm
what causes the correlation of stock returns.
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Long-run relationship of prime lending rate toward reference rate
of monetary authority in Indonesia
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ABSTRACT: This research investigates the relationship between the Prime Lending Rate in the
banking sector and the reference interest rate of the Bank of Indonesia (BI) as the monetary authority.
The period selected for this research is based on monthly historical data of two different reference
rate applied in Indonesia, which are the BI rate for the period of January 2014 to September
2016, and the BI 7 Days Repo Rate (BI7TDRR) for the period of October 2016 to December 2020,
which replaced the previous period. It is expected that the new tools provided by the central bank
should have a relationship with the prime lending rate in order to penetrate the market optimally.
The Phillips-Peron unit root test and Johansen Cointegration test were conducted to estimate the
relationship. The results show that the Bl rate is a valid long-term determinant of the banking prime
lending rate, while the BITDRR was not effective.

1 INTRODUCTION

An excellent monetary policy and a robust economy are factors that every country strives to achieve
daily. In several countries, reference rates or official interest rates are important and widely known
to penetrate the market because it functions as a tool used by the central bank to implement monetary
policy and influence the economy. Furthermore, for reference rates to be effectively transmitted
into the market, it has to be completed quickly, and the changes impacting expenditure have to be
accurate (Lim & Social 2010). Reference rates also affect other interest rates by bringing stability
to the economy.

Banks in Indonesia utilize the prime rate as a basis for deciding what the final interest rate is
to the lender. This research investigates the significance of reference rate on bank’s prime lending
rate in Indonesia. The Prime Rate (PR) is selected since it comes closest to the reference rate,
and Indonesian banks remain one of the most accessible and reliable sources of funds that is
accessed by society. Setiawan (2020) conducted a research of the Indonesian banking sector for
both conventional and Sharia banks; the findings indicated that the banking sector generally affects
the economy in the long term. It should be emphasized that the banking sector, which is one of the
main objectives of monetary policy, also contributes to economic growth.

Financing or lending activities positively impact the economy (Setiawan 2020) because it paves
the way for people to put new money into productive investments and activities. Changes in mon-
etary policies are expected to alter societal preferences as well. The rise or fall of the reference
rate can drive those preferences into savings or investment; this is seen in banks’ balance sheet
according to Third Party Funds (DPK) accounts. Furthermore, Ningsih (2020) conducted research
that attempted to examine the effect of the DPK on conventional and sharia banks. The results show
that the DPK of conventional banks contributes significantly to Gross Domestic Product (GDP)
but is not comparable to Sharia banks. Nevertheless, the DPK of the conventional and Sharia banks
impacts the GDP simultaneously. The research shows also proves that banks contribute to a better
economy by acting as an intermediary between monetary authorities and the society.
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2 REFERENCE RATE AND PRIME LENDING RATE IN INDONESIA

The prime lending rate is the reference rate used to manage demand and supply in society with a
more specific purpose. Indonesia has a preferential rate category that includes corporate, retail,
micro, housing, and non-housing. Each of these categories has a function to influence their relative
target market.

The Indonesian reference rate was created by the Bank of Indonesia (BI) in order to enforce
its Inflation Targeting Framework (ITF) policy into every corner of the society. Furthermore, the
reference rate, formerly known as BI rate, and then changed to BI 7 Days Repo Rate (BI7DRR)
hopefully increases the transmission efficiency through banks and money markets (Indonesia 2021).
On the other side, decision of bank toward its prime rate could also determine how central bank
adjust reference rate as banks considering other factors affecting its real condition so that BI needs
to consider the matters that banks facing.

In practice, banks, which are financial institutions strongly related to interest rate, follow the
reference rate periodically set by the Bank of Indonesia since they can use it as the base for the prime
lending rate and also determine the margin that becomes the final rate for customers. Therefore,
the reference rate is expected to affect the prime lending rate positively. Any increase in reference
rate also increases the prime rate by a certain amount and vice versa.

3 LITERATURE REVIEW

Lim and Social (2010) research on banks and official interest rates in Australia and USA between
1982 until 2009 revealed that both countries are related to the examined variables, but their banking
systems have different pass-through and intermediation margins. It also indicates that the bank rate
and official rate influence each other.

A research by Ford (2003) examined the impact of monetary policy on the banking sector in
Japan within the 1985 and 1999 time horizon; and it is found that there was no effective monetary
policy channel. Another research by Peersman (2002) in Germany discovered that there are neg-
ative correlations between short-term and long-term interest rates after monetary policy shocks.
Furthermore, a similar research conducted in the USA by Atesoglu (2004), examined prime rate
and federal funds rate, and the result proves that there exists a long term relationship between the
federal funds rate and prime rate; there was also a two-way causality between the variables.

4 DATA COLLECTION

The data used in this research is the secondary and time series within monthly periods from January
2014 till March 2021. Subsequently, the variables are Bl rate, BI7TDRR, and the prime lending rate.
The prime lending rate is divided into five categories which are: Corporate, Retail, Micro, Housing,
and Non-housing. The data horizon consists of two parts in which the reference rate changes; the
first part spans from January 2014 to September 2016, with Bl rate as a dependent variable. While
the second part extends from October 2016 to March 2021 with BI7DRR as the dependent variable.
The data collected was retrieved from the official website of the Bank Indonesia and the Financial
Services Authority of Indonesia (OJK).

5 MODEL SPECIFICATION

Several steps were taken before initiating the cointegration test in conducting this research. Those
steps are as follows:

Philips Perron Test (PP)

This test is used for the stationarity or the so-called unit root test. The purpose of this test is to
address the unsystematic movement of data, since cointegration tests are used to examine long term
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relationships between non-stationary data. Only the PP test result for the data is non-stationary that
the following step is considered.

Lag Selection Criteria

This step uses the Vector Autoregressive (VAR) Lag-Order Selection Criteria to find the opti-
mum lag that meets the specifications of the cointegration. The sequentially modified test statistic
(LR), the Final Prediction Error (FPE), the Akaike Information Criterion (AIC), the Hannan-Quinn
Information Criterion (HQ), and the Schwarz Information Criterion (SC) are used as criteria.

Johansen Cointegration Test

The Johansen test is used to determine whether or not the variables in being tested have a long
term relationship. This test was developed by Johansen (1992), and the model mimics the one used
by Liu et al. (2011) as follow:

k
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Pairwise Granger Causality Test
The Granger test was used to see if the variables have a causal relationship. This test, which
served as a benchmark and support for the Johansen cointegration test, is result-dependent.

6 RESEARCH FINDINGS

The Johansen Cointegration Test result with all available assumptions. The result shows cointe-
gration between each prime lending rate category, which is marked with green cells. The green
cells are only available for the BI Rate period and not that of BI7DRR. It is definitive that there
is a long-term relationship between every category of the prime lending rate toward the BI rate.
However, the same condition does not occur for BIZTDRR.

The newly applied monetary instruments have no long-term impact. Therefore, it is safe to
conclude that banks’ decisions on their prime rate components do not take the BI7DRR into account.
Another possibility to this issue is that the repo instruments are not of interest to the banking sector
because other market instruments have more promising returns, or that the credibility of BI7TDRR
has not yet been proven as the BI Rate. This in line with the findings of Ford (2003), which indicated
the possibility that monetary policy could be ineffective.

To strengthen opinion to the Cointegration test results, along with the unexpected discovery that
BI7DRR has no long-term relationship with the prime lending rate, the Pairwise Granger Causality
Test was also conducted, and the results are summarized in Tables 1 and 2. The cells highlighted
in green indicate that there is causality between the variables such as one variable is useful in
forecasting the other. As seen in most of the category marked with green, the reference rate is
affected by the prime rate except for the micro prime rate, where it has a bidirectional relationship
with the BI Rate. The Johansen Cointegration and Pairwise Granger Causality Test results show
different conditions.

7 POLICY IMPLICATIONS

Regarding the model, the Bank of Indonesia should consider conducting more in-depth research
of the components that determine the prime lending rate as the reference rate that consumers will
acquire. This research finding shows that BI7ZDRR does not consider the long-term determinant.
There is a lingering fear that if this trend continues in the future, interest rates fluctuation will
become uncontrollable and even weaken the credibility of the central bank, thereby making the
inflation targeting framework much more challenging to achieve.
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Increasing visit intention to a destination using viewers’ engagement
through film: Moderating effect of various media usage
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ABSTRACT: This study investigates the difference in the impact of destination image created
from a film on audiences’ visit intention with their engagement towards the film when watched on
the big screen or small screen. The study was held by surveying over 400 respondents who have
watched the chosen film on the big or small screen. They are questioned what image they perceive
of the destination after watching the film, how high their engagement level is to the film, and their
intention to visit the destination. The results are analyzed with PLS-SEM by using multigroup
analysis (MGA) to compare the effect between the two kinds of media used. This study will help
marketers and academicians’ decision-making process when theyre using film on the big and small
screen as a tool to promote their destination.

Keywords: film-induced tourism, film-induced tourism, big and small screen, visit intention,
destination image, viewers’ engagement

1 INTRODUCTION

Film-induced tourism is a visit done by an audience who watched a film on the big (cinema or
theater) or small screen (TV, DVD, VoD, and home cinema) to a location or studio where the film
took shot (Beeton 2016). Based on this concept, films are considered to be a strong media to promote
a destination due to the exoticism portrayed from the moving image by creating, changing, and
strengthening the destination image, which can ultimately increase visit intention (Beeton 2016).
This is evidence proven by the number of tourist visits to several tourist destinations after a film
featuring that destination is released.

Nonetheless, as time goes by, technology development and the COVID-19 pandemic have
changed people’s way of watching movies. There are many media options to be used as a sub-
stitution for cinema, such as home cinema, DVD, video-on-demand (VOD), and HDTV (Silver
& McDonnell 2007). The COVID-19 pandemic also obliges even more people to stay at home,
since they are unable to go to the cinemas. This causes more people to watch on small screens and
less on big screens. According to (filmindonesia.or.id 2021), the number of films high number of
viewers were moderately stable from 2017 to 2019. After the pandemic hit, the number decreased
drastically in 2020.

Compared to small screens, big screens can give a better viewing experience from their high
quality of screen and sound and low level of disruption. Even though people can set up their own
home cinema, it hardly reaches the quality public cinemas provide, for example, IMAX (Silver
& McDonnell 2007). Cinemas have been arranged in such a way thus they can provide the most
suitable atmosphere to watch movies (Kim et al. 2016). This experience of watching movies in
cinemas is not easily recreated at home.

The better the ability of media to provide a pleasant experience to consumers, the more likely for
consumers to make a consumption (Schmitt 1999). Big screens give a better watching experience
than small screens, but does it mean it can influence its audience to make a consumption by visiting
the destination shown in the movie and doing tourism activities? If that is the case, the decrease
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in big-screen viewers might arise a new challenge for marketers in promoting their destination
through films.

2 THEORETICAL FRAMEWORK

The research began with viewers’ engagement to the film they watched because it discusses their
watching experience that could be affected by the viewing conditions obtained based on screen
quality, sound, lighting, situation, and interruption level while they’re using a big screen or small
screen. Audiences who have a high engagement to a film tend to have a better image of the
destination that appears in the film compared to those with low engagement (Spears et al. 2013).
Destination image is already widely known as the main motivating factor in decision making in
traveling for the holidays (Beeton 2016). This destination image is shaped, altered, and amplified
by the film to attract the attention of those who see it (Beeton 2016).

Many studies have proven a positive relationship between engagement and intention in different
contexts such as online retail (Algharabat 2018), music-induced tourism (Oh et al. 2015), and
various other research contexts. This suggests that there is also a possibility of engagement might
be able to affect intention positively in the context of film-induced tourism. Spears et al. (2013) saw
a positive relationship between the level of viewers’ engagement to the film and movie-motivated
tourism, which is the desire of the audience to visit destinations that appear in the film and conduct
tourism consumption activities such as shopping, eating at restaurants typical of the region, or other
tourism activities.

Finally, all destination promotions through movies are done to attract the attention of the audience
to visit the destination. Several studies that have been conducted also prove a positive relationship
between destination image and visit intention (Afshardoost & Eshaghi 2020; Ahmad et al. 2021;
Pratt & Chan 2016). According to Kim & Richardson (2003), films can build and influence
the audience’s perception of the destinations shown in the film, both in a positive and negative
direction. Spears et al. (2013) said that building a positive image can be very profitable to increase
the number of visitors to destinations. Shani et al. (2009) argued that destination images with
negative connotations also turned out to be beneficial for the destination for controversial themed
films, noting that there should also be another interesting elements that can counter the negative
elements.

3 METHODOLOGY

This study observes the correlation between viewers’ engagement, destination image, and visit
intention, and compares how the relationship of these three variables work when the movie is
watched on the big screen and the small screen. Therefore, six hypotheses are tested: (H1a) viewers’
engagement positively affects destination image; (H2a) viewers’ engagement positively affects visit
intention; and (H3a) destination image positively affects visit intention. On the other hand, H1b,
H2b, and H3b compare the difference between respondents who watched the movie on the big and
small screen.

This study limits the sample data based on the people who have watched Susah Sinyal (2017). In
addition, other characteristics are that they are above 18 years old with the destination focus being
Sumba, which is a tourist destination featured in the movie. The questionnaires are distributed
to people who fit such characteristics. The questionnaire includes screening questions (whether
the respondent is 18 years old and have watched Susah Sinyal (2017)) and main questions (the
respondent’s level of agreement in statements using 5-point Likert Scale regarding destination
image of Sumba that they perceived from the film Susah Sinyal (2017), the engagement level to
that film, and the respondent’s intention level to visit Sumba after seeing the destination from that
film).
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With the final survey results, the outer and inner model is analyzed with SmartPLS. The outer
model is analyzed by looking at the correlation between each construct and its indicators. The
internal consistency reliability of the model is investigated to see if it can give a consistent result
and convergent validity, to see if the instruments can be used to measure what this research wants
to measure (Cooper & Schindler 2014).

The inner model is analyzed to see the correlation between constructs to test the hypothesis of
the study. All samples are tested with Partial Least Square (PLS) bootstrapping to test Hla, H2a,
and H3a. By using a 5% significance level and one-tailed test, the variables are considered to have
a significant correlation if the p-value is less than 0.05 and a positive correlation if the t-stat is
more than 1.645. After that, the samples are divided into two groups (based on respondents who
watched the film on the big screen and the small screen) and tested with Partial Least Square
multigroup analysis (PLS-MGA). Still, using a 5% significance level and one-tailed test, if the
path coefficients-diff is positive, the correlation of the variables in the group of samples using the
big screen is bigger than the ones using the small screen. However, if the p-value is more than 0,05,
it indicates that the difference between the two groups is not significant.

4 RESULTS AND DISCUSSION

A total 0f 432 questionnaires were successfully filled out by the respondents. Additionally, as stated
beforehand, this study divided its sample into two groups, accounting for 52% of respondents who
watched Susah Sinyal (2017) on the big screen, while 48% watched it on the small screen.

Several tests were conducted to determine if the inner model result in the model being valid
and reliable. The internal consistency reliability test had proven the model to be reliable with the
Cronbach’s alpha values being more than 0.6 and composite reliability values being more than
0.7 for all three variables used. The convergent validity test has further proven the model to be
valid, with the outer loadings of each indicator used being more than 0.7, and the average variance
extracted (AVE) for each variable is more than 0.5.

To analyze the outer model, PLS bootstrapping was employed to examine the correlation between
the three variables with all of the samples, while PLS-MGA was completed to investigate the
difference between the two groups of samples. The result shows that Hla was accepted, meaning
that viewers’ engagement positively affects destination image. However, there was not a significant
difference between the two groups of samples, hence, H1b was rejected. H2a was also accepted,
indicating a positive correlation between viewers’ engagement and visit intention. Again, there
was not a significant difference between the two groups of samples, so H2b was rejected. Lastly,
destination image also showed a positive correlation to visit intention, but there was not a significant
difference between the two groups of samples.

5 CONCLUSION

Films are effective media to increase the audience’s desire to visit a destination featured in a film.
This visit was not only for enjoyment but also to experience at least a part of what the film characters
have gone through (Tooke & Baker 1996). Increasing the audience’s visit intention to a destination
featured in a film can be done by creating an image that is beneficial to that destination and choosing
films that attract high viewers’ engagement.

A high level of viewers’ engagement helps to form the desired destination image. If a film
succeeds in making the audience emotionally attached, it will change the audience’s perception
of various things, including the destination shown in the film. Thus, the more the audience gets
interested in the movie, the more likely they will get the same image as what the film is trying
to deliver. Therefore, Destination Management Organization (DMO) is advised to choose films
that attract a lot of public attention, even before the films are shown so that the desired destination
image can be formed more effectively.
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Destination image has a greater influence on visit intention than viewers’ engagement, indicating
that it is important for DMO to understand how to improve the image shown in the film rather
than choosing films that attract high viewers’ engagement. If DMO is faced with two choices of
films, for example, (1) film A has good cinematography quality and highlights the quality of the
destination to its maximum; (2) film B has a great storyline and can easily touch the hearts of
the audience. Film A is more profitable for DMO because destination image triggers greater visit
intention than viewers’ engagement. However, if DMO has an option of a film that can offer both
of these aspects at once, it would be much more profitable.

There is not a significant difference between the two types of media to watch movies in attracting
audiences to visit a destination. Even if the big screen provides a better watching experience than
a small screen, it does not mean that it generates a higher audience’s visit intention. Both results
have relatively same amount of visit intention, whether the audience watches a movie on the big or
small screen.
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ABSTRACT: As Indonesia’s most comprehensive manufacturers of chemicals and fertilizers,
Petrokimia Gresik is constantly evolving to increase its competitive edge over rivals and serve
the diverse needs of consumers. Building a sustainable factory is inseparable from the process of
selecting partners who will be responsible for carrying out EPCC (Engi-neering, Procurement,
Construction, and Commissioning) activities until the factory is ready for commercial operations,
which is carried out through a tender system, where all activities are manually carried out through
a SAP-based administrative system. But in 2020, when the COVID-19 pandemic hit the world,
the large-scale social restrictions insti-tuted to mitigate the spread of this disease brought about a
new method of conducting tenders without any physical meeting. Therefore, this study compares
the effectiveness of conducting tender processes through the offline tender method and the e-
Procurement and Zoom system. The results reveal that digitalization using the e-Proc system and
online meetings increases the company’s performance by 47%, accelerates the tender process time
by 76%, reduces implementation costs by 99%, and reduces the potential health risks caused by
large-scale human contact.
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1 INTRODUCTION

PT. Petrokimia Gresik is one of the most prominent manufacturers of chemicals and fertilizers
in Indonesia. It has innovated and strengthened its position in supporting the government’s food
security programs and product diversification based on the changing market conditions and future
potential market developments. This innovation is achieved by increasing production capacity by
constructing more infrastructural facilities.

An offline tender process is usually carried out to obtain a contractor to execute the Engineering,
Procurement, Construction, and commissioning (EPC) processes, such as constructing new factory
projects or expanding existing infrastructure. All stages of this process are carried out physically
(i.e., face-to-face) with an integrated tender SAP-based administrative system. However, due to
the COVID-19 pandemic in 2020, there were demands for a transformation in the company’s
business processes, including the tender process for procuring goods and services. Therefore,
Pupuk Indonesia (Persero), the parent company of Petrokimia Gresik (PG), took the initiative to
automate the manual tender process by creating the e-Proc and Zoom system. Furthermore, a media
website was set up (https://eproc.pupuk-indonesia.com/) to serve as tender support for procuring
the necessary services required for project development in 2020.

The data available on tender processes carried out at PT. Petrokimia Gresik for the Jetty
Petrokimia project tender (SAP) and the Urea Export Warehouse tender (e-Proc) shown in Tables 1
and 2 were examined. The results are illustrated using a Pareto chart in figures 1, 2, and 3. Based on
figure 1, the time required for tender administration using SAP is relatively high and is therefore,
the main target needs to be reduced.
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The digitalization of the tender process is expected to reduce the processing time by 29% and
achieve cost savings of 98%. Furthermore, offline tenders are often prone to several errors because
the administrative processes are still being carried out manually. The use of an integrated online
system is expected to improve the quality of the tender administration process by 44%.

This study aims to analyze the digital transformation of the tender process for the development
project at PT. Petrokimia Gresik through e-Proc and Zoom system, in order to increase the effec-
tiveness and efficiency of project tenders in terms of quality, time, and cost. The impact of the
analysis of the digitalization and transformation of the tender process is expected to be used as a
foundation to boost the effectiveness and efficiency of tendering in the future because it provides
innovation and encourages healthy competition between companies.

2 LITERATURE REVIEW

A project (Jacobs & Robert 2018) is defined as a series of interrelated works aimed at achieving the
desired outcome, which usually takes a relatively significant amount of time to complete. While
determining the winner that will carry out the execution of a project in a company, a tender process
is carried out in accordance with the applicable laws in Indonesia as outlined in the company’s
procedures. A tender is a formal offer to either carry out a job, procure goods, or provide services
(Pasal 22 UU No.5 Tahun 1999). Tenders are advertised through a job auction system by inviting
several companies willing to execute the project based on the desired specifications of the issuing
organization, and a contract is awarded based on some predetermined criteria (Latif 2015).

To achieve the goal of transforming the company’s business processes, the level of productiv-
ity has to be measured Productivity can be increased through the digitalization of conventional
processes involved in constructing complex structures since it gives room for modification, cre-
ativity, and imagination of the endless possibilities (Borja Garcia de Sotoa 2018). Furthermore,
manufacturers know that their success depends on lower costs, shorter cycle times, and maximum
production throughput. (Turban 2015).

Integrated IT systems are generally used in the tender process. In this system, the tender request
of a client (individual or organization) is published through tender portals. Interested contractors
submit bid proposals designed to address the client’s requirements. These proposals are examined,
and a contract award is given to a contractor based on specific criteria such as price, quality,
value for money, and execution time. One of the most commonly used integrated IT systems is
e-Proc, which utilizes information technology in facilitating business-to-business (B2B) purchases
of goods and services (Wu et al. 2007).

3 METHODOLOGY

This study analyzes the problems related to the effectiveness of executing tenders for development
projects at PT. Petrokimia Gresik in terms of time, cost, quality of work, as well as the administrative
processes involved in each stage of the tender. The descriptive exploratory design is used in this study
to collect data from the respondents. Furthermore, observations were made by measuring time, cost,
and quality before and after implementing the digitalization of the tender process through the e-
Proc and Zoom system. The survey was conducted by distributing online questionnaires related to
the tender for the development project through Google Form to 25 employees.

The data obtained were analyzed in order to achieve the study objectives and also increase the
effectiveness and efficiency of project tenders. Furthermore, at the end of the questionnaire, the
respondents were given an opportunity to provide constructive criticism and recommendations on
the digitalization of the tender process in the execution of future development projects.
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4 ANALYSIS AND RESULTS

PT. Petrokimia Gresik transforms the service procurement tender process for development projects
by utilizing an integrated system based on the e-Proc website and meetings using Zoom.

The process required to initiate a tender is the preparation of tender administration through
the SAP system, which is passed on to the e-Proc system. The SAP and e-Proc systems require
employees to first log into the system, after which other users can access transactions on the system
based on the user’s needs and level of authorization.

The complete operational guidelines for the SAP and e-Proc systems were compiled in order
to accelerate the process of operating the e-Proc system, which can be used in implementing the
tender process of other development projects. The results obtained from measuring time, cost, and
quality of work revealed a 76% reduction in the processing time (17 hours to 4 hours) required for
tender administration. In terms of cost-effectiveness, the internet subscription required for Zoom
meetings is the only cost associated with the e-Proc system that brought about a 99% reduction
in total costs (Rp. 12,000,000.00 to Rp. 100,000.00), which usually arises from printing several
copies of tender documents and accommodation expenses. There was also a 47% increase in the
quality of work; this is because the tender administration process, such as preparing minutes of
meetings and scheduling tender, is automatically performed by the e-Proc system.

Based on the survey results through a questionnaire to 25 respondents (involved in the tender
process for the procurement of Development Project services), the data obtained are presented in
the following figures. The result of the survey revealed that all the respondents (100%) believed
that digitalizing the tender process was more cost-effective than offline tenders, and 88% of them
viewed the e-Proc and Zoom system as more flexible and effective because it can be accessed
anytime and anywhere compared to offline tendering. In addition, about 95.7% of the respondents
believed that using the e-proc website saved more time than the manual process. The digitalization
of the tender process was considered safer by 92% of respondents compared to offline tenders.

5 CONCLUSIONS

The transformation of the tender processes involved with development projects through digital-
ization at PT. Petrokimia Gresik using the e-Proc and Zoom system has a significant impact on
increasing effectiveness and efficiency. The digitalization of the tender process has the following
effect:

1) Improvement in quality of work by minimizing human errors in the tender administration process
as every step was managed through the e-Proc system.

2) Saving time and cost when compared to the offline tender processes.

3) Well monitored and scheduled execution of tenders.

4) Improvement in employee competence in the transition from SAP to the e-Proc system.

5) Creating ease and convenience for external parties (bidders) in participating in tenders because
the submission of documents at the administrative, technical and commercial stages are auto-
matically conducted through an e-Proc system, which saves the costs of accommodation and
printing.

6) Reduction of physical contacts between internal and external parties, which increases the safety
of the parties involved and prevents the spread of the COVID-19 virus in the company.
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ABSTRACT: Thisresearch aims to analyze volatility spillover in stock market, foreign exchange,
and bond market in ten Asian developing countries, i.e. Indonesia, Singapore, Taiwan, Malaysia,
the Philippines, China, South Korea, Hong Kong, Thailand, and India, within the period of January
1, 2009 until December 31, 2016. Trivariate GARCH Model and the Cholesky Decomposition were
used for analysis, performed in EViews 8. The research variables are stock market (X1), foreign
exchange (X2), and bond market (X3). This study finds that volatility spillovers were present in
the financial markets of the aforementioned countries, particularly in their stock market, foreign
exchange, and bond market, indicating that the trends of those areas in each country are influential
to the trends of the same areas in other countries.
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1 INTRODUCTION

Financial integration benefits a country through a more efficient capital allocation, lower diversi-
fication level, probability of smaller asymmetrical disruption, and more robust market framework
(Arif-Ur-Rahman & Inaba 2020; Umutlu et al. 2010). Meanwhile, the intensity of global financial
connection increases capital mobility and enables across-barrier financial risk transmission (Beine
et al. 2010). In other words, such intensity allows faster transmissions of economic financial
instability across countries.

The increasing integration, inter-relation, and interdependence of world’s financial market (Balli
etal. 2015; Berben & Jansen 2005; Wongswan 2006) have often attracted the attention of researchers
to analyze and study the mechanism of the transmission of risk or volatility spillover of financial
markets across countries (Hung 2020). Analyzing and identifying the inter-relation between finan-
cial markets could help shed a light over how the process of spillover in financial systems takes
place and how the process of risk transfer occurs when financial markets are unstable (IMF 2009).

Volatility spillover comes from financial market interdependency across countries, which is
defined as financial market movements in a country impacting other countries’ financial market,
known as market integration. The transferring effect, i.e. the volatility spillover, refers to the
spreading of disruption in a country’s financial market to other countries’ market; a process that
can be viewed from share price, foreign exchange, or other capital flows (Dornbusch et al. 2000).

Chiang and Yang (2003) concluded that volatility spillover moves from stock market to foreign
exchange market. However, Abid et al. (2003) and Andreou et al. (2013) pointed out that the
spillover in developed countries is bidirectional. Flavin et al. (2008) and Chkili and Nguyen (2014)
further reported that the spillover in stock market or in foreign exchange market takes place during
market ‘instability”. Such spillover between stock market and bond market has also been studied by
Stivers and Sun (2002), Scruggs and Gabadanidis (2003), Christiansen (2004), and Fangfang and
Ping (2021). In a nutshell, they concluded that volatility spillover occurs from bond market to stock
market, but not the other way around. Ehrmann et al. (2011) found that there was a significant
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spillover among stock market, bond market, and foreign exchange market across international
markets. However, the conclusions of those empirical studies are inconsistent as the results rely on
the choices of country and sample, data frequency (either daily, monthly, or weekly basis), and/or
method (either estimation or model specification).

Financial market in Asia is the biggest in the world. Since the financial crisis back in 1998,
stock market in this continent has received special attention in the literature of financial economy,
especially that regarding financial liberalization, financial market integration, and transmis-
sion/volatility spillover. Mishkin (2010) suggested that stock market, foreign exchange, and bond
market are the three that deserve attention, but studies on simultaneous volatility spillover in the
three markets have not been conducted. International Monetary Fund have reported that the highest
growth in stock market in the world was shown in equity market of developing countries in Asia,
whose index was accounted for 165 in September 2016.

2 RESEARCH METHODS

The objects of this research are stock market, foreign exchange and bond market in ten Asian
developing countries: China, Hong Kong, India, Indonesia, South Korea, Malaysia, the Philippines,
Singapore, Taiwan, and Thailand. They were picked for their massive development globally from
2010 to September 2016. This research is limited to the 2008 post-crisis condition since it was
quite impossible to analyze occurrences in both crisis and non-crisis period simultaneously. Thus,
the research was conducted from January 2009 to December 2016.

The variables analyzed in this research are stock market (X1), foreign exchange (X2), and bond
market (X3). As stock market played as the proxy for daily closing price in share price index in each
country, foreign exchange was presented as the proxy for daily closing price of foreign exchange in
each country against USD, and bond market was used as the proxy for daily closing price of govern-
ment bonds within a ten-year period in each country in comparison to the previous closing price.

This research uses secondary panel data, combination between time-series and cross-section data,
of the daily closing prices of share price index, foreign exchange, and ten-year government bonds.
From 2,087 data per country for each market, a number of 62,610 observation data were analyzed.

The analysis was performed in EViews 8 using Multivariate Generalized Autoregressive Con-
ditional Heteroscedasticity BEKK (MGARCH BEKK), and since the variables to be studied are
stock market, foreign exchange, and bond market, the Trivariate GARCH type was used.

The representation, known as the representation of BEKK, is generally written in the following
equation:

£ £ K % K q x/ ! * K q * *
H,=Cy'Cy + Zk=lcll/cxlx; + ZkﬁZi:lAlkgf—lSrflAlk + Zk=12i=lGll/cHl—1le

where Cj, 47, G}, =matrix parameter n x ndimension with Cy triangular, C fk = matrixparameterwith
j X n dimension; and j =the variables observed consist of j1 for stock market, j2 for foreign

exchange and j3 for bond market.

3 RESULTS

The result of the analysis shows that China had the highest average volatility in stock market
while Malaysia had the lowest volatility. As Thailand was accounted for the highest maximum
volatility in stock market, the lowest maximum and minimum volatility was found in Malaysia’s
stock market. This study also finds that bond market in the Philippines had the highest average
volatility, while the lowest volatility was found in Malaysia. Further, bond market in the Philippines
had the highest maximum volatility, while the minimum volatility of stock market was found in
India. The descriptive statistical data of volatility for foreign exchange reveals that South Korea
had the highest average volatility and that Hongkong had the lowest average volatility. The highest
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maximum value of volatility in foreign exchange was found in Indonesia, while Hong Kong was
accounted for the lowest minimum volatility in foreign exchange.

Another finding is that Hong Kong’s stock market had a significant spillover effect on the same
market in the other nine countries and that Thailand’s stock market did not have any major spillover
effect on the others. As Taiwan’s stock market received the most spillover impact of all other stock
markets being studied, China’s received the least. Furthermore, while stock market in Hong Kong
tended to pose spillover effect to the other stock markets, India received more spillover effect from
the other stock markets, instead of giving spillover effect to the others.

Furthermore, Chinese foreign exchange market had significant spillover effects on the other
stock markets. In contrast, Hong Kong foreign exchange market did not have any major spillover
effect on the others. Foreign exchange markets in Thailand and Taiwan received major spillover
effects from the other countries’ foreign exchange markets, while China and Hong Kong were the
two countries in Asia whose stock markets were not significantly affected by the spillovers from the
other countries’ stock markets. Moreover, Chinese foreign exchange market tended to give more
spillover effect to the other countries’ foreign exchange markets, while Taiwan foreign exchange
tended to receive more spillover effect from the other countries’ foreign exchange markets instead
of giving spillover effect to the other countries’ foreign exchange markets.

In addition, South Korean bond market tended to give major spillover effects bond markets in
the other countries, while Indian bond market did not give any major spillover effect to the others.
As Hong Kong’s bond market received the biggest spillover effect from the other bond markets,
India was the country whose bond market only received the smallest spillover effects. The bond
market of South Korea tended to give more spillover effect to the others, while the bond market
of Malaysia received more spillover effect from the others instead of giving spillover effect to the
others. Compared to the other two markets, i.e. stock market and foreign exchange, the spillover
effect of bond market was far smaller than the other two. In other words, bond market is more
closed than the other two types of market.

The high volatility spillover among the ten countries indicates that the interdependency and
integration of financial market in China are quite huge. Countries with high spillovers are influenced
by the correlation between trade and Foreign Direct Investment in the form of financial market
securities. The tendency is that the stronger the correlation between trade and money invested by
investors to the countries is, the higher the dependency of those countries will be. Bad news from
one of the countries will soon be heard by other countries involved in trade and investment. This
study is relevant to the expected highlight that financial market with settled system has bigger
volatility spillover into countries with less established financial system.

The difference in coefficient values among the countries represents the level of market openness
to foreign investment. The more open a market is, the bigger the potential for a market will be to
get an impact from other markets, which is related to the capital flow from investors. It can be
simply said that when shock strikes foreign market with high degree of market openness, the bad
news will affect the capital market of the country from which the news comes. The difference in
spillover could also be triggered by trade and investment link as well as geographical proximity; all
of which are influential to trade. Nevertheless, the volatility and return of the two equity markets
are possibly related since trade, investment, financial market integration growth, [ICAPM model,
and market contagion are in close proximity.

4 CONCLUSION

The findings have essential implications for portfolio and risk management. The research results
can also serve as a reference for practitioners to cope with matters regarding risk in share price,
exchange rate, and bond movement. It is expected that the risk faced can be better measured and
that better alternative strategies can be derived.

The understanding of the sources and intensity of volatility spillover across the markets is deemed
important for financial decision making (Kumar 2013) in areas including optimal asset allocation,

214



global hedging construction, and financial regulation that involves capital requirement or capital
control. Besides, information regarding interaction behaviors of variables among the three financial
markets is useful to predict any causes emerging due to daily changes in asset price in regards to
international portfolio management to reduce financial risk.

The correlation of the three markets has affected on how governments establish varied financial
markets and their capacity to issue bonds/loans. When bond market is directly related to stock
market and foreign exchange, government bonds will also be affected, meaning that the capability
to implement fiscal policy and bring welfare to the state will also be impacted.
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ABSTRACT: This study examined the effect of social media marketing (SMM), attitude, sub-
jective norm, perceived behavioral control, product knowledge, perceived consumer effectiveness
(PCE), and price consciousness on the intention to purchase green skincare products and the effect
of environmental knowledge as a moderating variable. The study outcomes revealed that SMM and
perceived behavioral control displayed a significant direct effect on the intention to purchase green
skincare products. Furthermore, SMM showed a significant relationship towards PCE, product
knowledge, and subjective norm, and showed no significant effect towards price consciousness.
Product knowledge positively affected purchase intention, while PCE and price consciousness
showed no significant effect. PCE positively affected attitude towards purchase intention, while
product knowledge showed no significant effect. Moreover, attitude showed a significant effect
towards intention to purchase green skincare products, while subjective norm showed no signif-
icant effect. More importantly, environmental knowledge positively moderates the relationship
between latent variables and purchase intention. The findings are relevant for marketers to imple-
ment better communication strategies on social media to increase consumers’ purchase intention
toward green skincare products.

Keywords: Product knowledge, Price consciousness, Green products, Social media marketing,
Perceived consumer effectiveness, Environmental Knowledge.

1 INTRODUCTION

Along with rapid economic progress and accompanied by an increase in consumption worldwide,
environmental damage has increased in recent decades (Wang et al. 2019). In the last few decades,
consumers’ awareness of the environment has increased significantly and they are aware that what
they consume has consequences on the environment, thereby encouraging purchasing behavior for
green products (Amberg & Fogarassy 2019). As a part of daily life, consumers in Southeast Asia
are starting to switch to green skincare products to reduce the negative effects on the environment
(Karl et al. 2020). The Indonesian organic cosmetic product market has been growing exponentially
with a projection to above US$285 million by 2025 (Statista 2021). This increase in market size
and consumer interest in green skincare products makes the exploration of this consumer segment
worthwhile.

To promote green skincare products, enterprises have increased their investments in social media
(Yusuf 2019). Social media plays a critical role in shaping consumer opinions, influencing atti-
tudes, and purchasing decisions (Mangold 2009). According to Statista 2021, the total number
of users of social media in Indonesia are projected to be 237 million users by 2026. It will be
an opportunity for enterprises to expand the market share of green skincare products and actively
promote them on social media. Therefore, it is crucial to understand the importance of SMM in
promoting green skincare products and to examine how SMM affects consumers’ green skincare
products purchase intention.
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Since green behavior is a relatively new concept, additional variables are needed in order to
describe more properly the impact of SMM on green skincare purchase intention. Therefore,
product knowledge, PCE, and price consciousness were used to examine the influence toward pur-
chase intention. In addition, this study used environmental knowledge as a moderating variable to
influence green skincare products purchase intention. Previous research conducted by Hsu et al.
(2017) and Mamun et al. (2018) only examined the influence of TPB on green skincare products
purchase intention. Furthermore, based on a literature review conducted by Wijekoon & Sabri
(2021), none of the up-to-date references specifically analyzed the role of SMM and the environ-
mental knowledge that influence green skincare product purchase intention. Thus, the originality of
the study stands in the exploring how SMM and environmental knowledge influence the green pur-
chase intention through product knowledge, PCE, price consciousness, attitude, subjective norm,
and perceived behavioral control.

2 THEORETICAL FRAMEWORK

Attitude is referred to as a learned tendency for individuals to engage and respond constantly towards
favorable or unfavorable attitudes (Tan et al. 2019). Mamun et al. (2020) explained that attitudes
towards green skincare products significantly affect the intention to buy green skincare products.
Subjective norm refers to people’s behavior due to social pressure from the people around them
(Ajzen 1991). Based on previous research, subjective norms significantly influence the purchase
intention of green products (Wu & Chen 2014). The perception of an individual’s capacity or ability
to execute the target behavior easily is called perceived behavioral control (Yadav & Pathak 2017).
Consumers will tend to be more involved in purchasing green products when they can control
these external factors (Wang et al. 2018). Price consciousness is a term to describe the extent to
which consumers focus on paying low prices (Steenkamp & Olivares 2015). Green skincare tends
to have premium prices, thus price consciousness negatively affects the purchase of green products
(Doorn & Verhoef 2015). Meanwhile, if consumers have sufficient resources and capabilities to
buy green products or a high level of PBC, then price consciousness may be reduced (Wang et
al. 2018). Product knowledge is a collection of information about products in consumer memory
(Philippe & Ngobo 1999). Sufficient knowledge about green products can shape consumers’ green
attitudes towards the intention to carry out sustainable consumption. PCE is the degree to which
consumers trust or believe that their efforts can make a difference (Ellen et al. 2018). The high
level of PCE can encourage consumers to show a positive attitude and purchase intention of green
products (Webb et al. 2008).

To make purchasing decisions, consumers usually seek information in advance regarding a
product or service through social media (Froehlich 2009). Marketing through social media can
encourage prosocial behavior using the influence of social comparisons to influence an individual’s
subjective norms (Allcott 2011). In addition, marketers through social media emphasize that prices
can provide information to consumers regarding the quality and value of products, and can increase
individual price consciousness (Schuitema & Groot 2015). Consumers can also gain knowledge
about green products through social media and the internet, so they will gain more knowledge about
green products (Froehlich 2009). Furthermore, Marketing through social media broadly influences
PCE and purchasing decision processes (Laroche et al. 2013).

Environmental knowledge is knowledge and awareness of environmental problems and possi-
ble solutions to these problems (Taufique et al. 2016). If consumers know environmental issues,
it will encourage consumers to have a positive attitude towards green products (Indriani et al.
2019). Subjective knowledge can influence consumer choices because they are inspired to act on
the knowledge they have (Moorman et al. 2004). In addition, environmental knowledge will also
increase the belief that an individual has control over the situation, thereby increasing perceived
behavioral control (Kim et al. 2014). Purchase intention is an activity that involves the considera-
tions, behavior, attitudes, and perceptions of consumers in buying an item or service (Hermanda
etal. 2019).
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3 METHODS

The present study used a non-probability sampling technique using a purposive method. Data were
collected by an online questionnaire to 372 respondents in Indonesia and 356 usable questionnaires
were obtained after removal of the outliers. Only social media active users and consumers who had
never bought green skincare were allowed to complete the questionnaire. All measurement items
on questionnaires were obtained from previous research and measured using a five-point Likert
scale (1=Strongly Disagree, 5=Strongly Agree). The collected data were analyzed using structural
equation modeling (SEM) with Amos 26.0 software package. Firstly, the outliers were removed
to obtain clean data before further analysis and a normality test was performed using SPSS 25 to
achieve a normal distribution result for SEM analysis. In SEM analysis, the researchers conducted
measurement model testing to perform CFA and structural model testing to analyze the relationship
between variables. In this study, the researchers examined the direct and indirect effect of variables
to better understand which variables showed a significant effect toward green skincare products
purchase intention.

4 DATA ANALYSIS RESULTS AND DISCUSSION

CFA was performed to evaluate structural reliability, validity, and goodness-of-fit. The model fit
indices of the measurement model were as follows: X2 /df =2.22, RMSEA = 0.05, GFI = 0.86,
RMR = 0.04, AGFI = 0.833. Validity was tested by standard loading factor (SLF) and values were
greater than the ideal value 0.05, indicating that all indicators were valid. Meanwhile reliability
tested by AVE and reliability values ranged from 0.517-0.707 which means greater than ideal
value 0.05.

The model fit indices of the measurement model were as follows: X2/df =3.16, RMSEA = 0.07,
GFI = 0.82, RMR = 0.16, AGFI = 0.78. The results showed that 11 hypotheses were accepted and
six hypotheses were rejected. Attitude and perceived behavioral control showed significant effects
toward purchase intention (¢ =2.25, p=0.24 and t =2.52, p = 0.01, respectively). However, sub-
jective norm showed no significant effect toward purchase intention ( = —1, 15, p =0.25). Price
consciousness showed no significant effect on purchase intention (z=0.38, p =0.70). Product
knowledge showed no significant effect on attitude (t = —1.94, B =0.05), but positively affected
purchase intention (1 =1.67, p =0.09). PCE positively affected attitude (r = 6,32, p =0.00), but
showed no significant effect on purchase intention (z=10.96, p =0.33). SMM positively affects
subjective norm (¢ =12.76, p =0.00 ), PCE (¢ = 10.95, 8 =0.00), product knowledge (¢ = 13.38,
p =0.00), and purchase intention (¢ = 2.64, p = 0.00). However, SMM showed a positive effect on
price consciousness (¢ = 1,28 p = 0.05). Furthermore, SMM has an indirect effect through PCE and
attitude towards purchase intention with SLF value of 0.07 and through product knowledge toward
purchase intention with SLF value of 0.09. Lastly, environmental knowledge positively moderated
the relationship between attitude, subjective norm, and perceived behavioral control with purchase
intention.

5 CONCLUSIONS

Based on these findings, SMM plays a role as the most significant factor that influences green
skincare products purchase intention, followed by perceived behavioral control. The direct effect of
SMM is higher than indirect effect, indicating that SMM is more likely to influence green skincare
purchase intention with the direct effect. It can be concluded that current Indonesian consumers
are heavy users of social media and are strongly influenced by information from social media
marketing activities in their buying process (Aji et al. 2020). Enterprises and business people
must understand the importance of social media as an effective tool for marketing products and
incorporating activities on social media in their marketing strategies. This research focuses on the
purchase intention of green skincare products rather than purchase behavior so that it did not analyze
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purchase behavior at the specific time and conditions. Moreover, this research did not examine
certain brands of green skincare products, so that respondents became less focused and specific
in answering the statements on the questionnaire. Thus, future research can use the same research
model to analyze the buying behavior of green skincare products and with more specific brands.

REFERENCES

Amberg, N., & Fogarassy, C. (2019). Green consumer behavior in the cosmetics market. Resources, 8(3).

Aji, P. M., Nadhila, V., & Sanny, L. (2020). Effect of social media marketing on instagram towards purchase intention:
Evidence from Indonesia’s ready-to-drink tea industry. International Journal of Data and Network Science, 4(2),
91-104.

Ajzen, 1. (1991). The theory of planned behavior. Organizational Behavior and Human Decision Processes, 50(2),
179-211.

Allcott, H. (2011). Social norms and energy conservation. Journal of Public Economics, 95(9—10), 1082—1095.

Al Mamun, A., Mohamad, M. R., Yaacob, M. R. Bin, & Mohiuddin, M. (2018). Intention and behavior towards green
consumption among low-income households. Journal of Environmental Management, 227, 73-86.

Debora Indriani, I. A., Rahayu, M., & Hadiwidjojo, D. (2019b). The Influence of Environmental Knowledge on
Green Purchase Intention the Role of Attitude as Mediating Variable. International Journal of Multicultural and
Multireligious Understanding, 6(2), 627.

Ellen, P. S., Wiener, J. L., & Cobb-Walgren, C. (2018). The Role of Perceived Consumer Effectiveness in Motivating
Environmentally Conscious Behaviors.

Froehlich, J. (2009). Promoting Energy Efficient Behaviors in the Home through Feedback: The Role of Human-
Computer Interaction. Undefined.

Haller Karl, Lee Jim, & Cheung Jane. (2020). Meet the 2020 Consumers Driving Change. /bm, 1-16.

Hermanda, A., Sumarwan, U., & Tinaprillia, N. (2019). The Effect Of Social Media Influencer On Brand Image,
Self-Concept, And Purchase Intention. Journal Of Consumer Sciences.

Hsu, C. L., Chang, C.Y., & Yansritakul, C. (2017). Exploring purchase intention of green skincare products using
the theory of planned behavior: Testing the moderating effects of country of origin and price sensitivity. Journal
of Retailing and Consumer Services, 34(September 2016), 145-152.

Kim, Y., Yun, S., & Lee, J. (2014). Can Companies Induce Sustainable Consumption? The Impact of Knowledge and
Social Embeddedness on Airline Sustainability Programs in the U.S. Sustainability 2014, Vol. 6, Pages 3338-3356,
6(6), 3338-3356.

Laroche, M., Bergeron, J., & Barbaro-Forleo, G. (2001). Targeting consumers who are willing to pay more for
environmentally friendly products. Journal of Consumer Marketing, 18(6), 503—520.

Moorman, C., Diehl, K., Brinberg, D., & Kidwell, B. (2004). Subjective Knowledge, Search Locations, and Consumer
Choice. Journal of Consumer Research, 31(3), 673—680.

Philippe, A., & Ngobo, P.-V. (1999). Assessment of Consumer Knowledge and Its Consequences: a Multi-Component
Approach. ACR North American Advances, NA-26.

Schuitema, G., & Groot, J. I. M. de. (2015). Green consumerism: The influence of product attributes and values on
purchasing intentions. Journal of Consumer Behaviour, 14(1), 57-69.

Statista. (2021a). Outlook Cosmetics Indonesia. In Statista Research Department.

Steenkamp, J. B. E. M., & Maydeu-Olivares, A. (2015). Stability and Change in Consumer Traits: Evidence from a
12-Year Longitudinal Study, 2002-2013.

Tan, C. N. L., Ojo, A. O., & Thurasamy, R. (2019). Determinants of green product buying decision among young
consumers in Malaysia. Young Consumers, 20(2).

Wang, H., Ma, B., & Bai, R. (2019). How Does Green Product Knowledge Effectively Promote Green Purchase
Intention? Sustainability, 11(4), 1193.

Wang, Y., Wang, S., Wang, J., Wei, J., & Wang, C. (2018). An empirical study of consumers’ intention to use
ride-sharing services: using an extended technology acceptance model. Transportation 2018 47:1,47(1),397-415.

Webb, D. J., Mohr, L. A., & Harris, K. E. (2008). A re-examination of socially responsible consumption and its
measurement. Journal of Business Research, 61(2), 91-98.

Wijekoon, R., & Sabri, M. F. (2021a). Determinants That Influence Green Product Purchase Intention and Behavior:
A Literature Review and Guiding Framework. 1-40.

Wu, S.-I., & Chen, Y.-J. (2014). The Impact of Green Marketing and Perceived Innovation on Purchase Intention for
Green Products. International Journal of Marketing Studies.

Yadav, R., & Pathak, G. S. (2017). Determinants of Consumers’ Green Purchase Behavior in a Developing Nation:
Applying and Extending the Theory of Planned Behavior. Ecological Economics, 134, 114-122.

Van Doorn, J., & Verhoef, P. C. (2015). Drivers of and Barriers to Organic Purchase Behavior. Journal of Retailing,
91(3), 436-450.

219



Contemporary Research on Management and Business — Siska Noviaristanti
© 2022 The Authors, ISBN: 978-1-032-28259-6
Open Access: www.taylorfrancis.com, CC BY-NC-ND 4.0 license

The effect of the information technology implementation on
organizational performance in manufacturing companies

T. Osmond, H. Siagian & Z.J.H. Tarigan

Faculty of Business and Economics, Petra Christian University, Surabaya, Indonesia

ABSTRACT: Information technology is essential and critical for companies when collaborating
with external partners. This study examines the effect of information technology (IT) implementa-
tion on organizational performance through information sharing and inventory management. The
study involved a distribution of questionnaires to 500 manufacturing companies that was followed
by a data screening, resulting in 93 valid questionnaires. Partial Least Square (PLS) technique
was employed for data processing. The results show that IT implementation affects information
sharing, inventory management, and organizational performance. Meanwhile, information sharing
has an influence on inventory management and organizational performance. In addition, inventory
management affects organizational performance. This study also reveals that information sharing
and inventory management mediate the relationship between IT implementation and organizational
performance. IT implementation can improve organizational performance, particularly in punctual
product delivery. Information sharing with partners will improve inventory, especially in main-
taining safety stock while improving the company’s performance. This result paves the way for
practitioners to improve organizational performance in the context of supply chain management.

Keywords: 1T implementation, organizational performance, information sharing, inventory

1 INTRODUCTION

The condition of companies in Indonesia, especially in the manufacturing sector, is intensively
developing. This development is accomplished in response to the government’s program, namely
“Making Indonesia 4.0”. According to Hartanto (2018), the national industrial sector is in need
of a significant improvement, especially in the mastery of technology, which is a crucial factor of
competitiveness in the industrial revolution 4.0. However, the corona (COVID-19) pandemic has
caused a disruption, especially in the supply chain network, with the rapid change and uncertainty
that needs to mitigated. In terms of supply and demand streams, the uncertainties have also affected
the resources’ productivity and utilization. Many studies have been conducted to determine if
information technology (IT) implementation improves organizational performance and how IT
improves it. The role of IT in the supply chain is critical in improving the company’s performance
that can be assessed from financial and non-financial perspectives. According to Yuen and Van Thai
(2017), operational performance is divided into quality, flexibility, cost, and delivery. In addition,
Omar et al. (2010) suggest that IT in the supply chain can improve delivery time, reduce costs, and
make companies more responsive.

The company’s performance is also influenced by information sharing between partners in the
supply chain, making it more effective and efficient in responding to changes in the market related
to reducing the bullwhip effect (Wu et al. 2014). Moreover, Wang et al. (2010) found that Radio
Frequency Identification (RFID) can improve service levels, turnover inventory, and reduce overall
inventory costs. Thus, IT is useful for managing inventory, making it more accurate and respon-
sive to uncertainty, that leads to cost efficiency in storing goods. Regarding managing inventory,
manufacturing companies also need to implement lean manufacturing, for it can increase company
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efficiency; especially if it is supported by technology, it will result in excellent efficiency, pro-
ductivity, and performance. Furthermore, IT-supported corporate activities in managing inventory
will reduce excess inventory, reduce the time from order to delivery, provide more transparent
tracking of goods, and reduce transaction costs (Alam et al. 2014). Using useful IT in managing
company inventory will significantly reduce operational costs so that manufacturing companies
can survive the current situation. Suppliers who receive information related to buyers’ needs can
manage the buyers’ inventory more accurately and efficiently, particularly in storing goods (Zepeda
et al. 2016). A solid inventory management can have a positive impact on the performance of the
company, primarily on the operational performance, not to mention that inventory management is
essential in aligning supply and demand.

Manufacturing companies generate inventory, so the impact is significant in reducing inventory
costs, increasing warehouse flexibility, and being more responsive to customers (Musau et al. 2017).
Based on the aforementioned phenomena and related research findings, it can be concluded that IT
implementation, information sharing, and inventory management could improve the organizational
performance respectively and directly (Alam et al. 2014). This study examines the relationship
between the four variables simultaneously to improve organizational performance in the current
pandemic situation. This study has three objectives; 1) to understand the impact of information
technology implementation on information sharing, inventory management, and organizational
performance in manufacturing companies simultaneously; 2) to find out the magnitude of the
impact of information sharing and organizational performance on inventory management in a
manufacturing company; 3) to find out the magnitude of the impact of inventory management on
organizational performance in manufacturing companies.

2 RESEARCH METHOD

This study is a causal research, using primary data to examine the relationship between variables
following the developed hypothesis. The population of this study is manufacturing companies that
have implemented supply chain management covering four constructs, i.e., IT implementation,
information sharing, inventory management, and organization performance. The respondents were
from management level of supervisor or higher, as they are considered knowledgeable regarding
the company’s operational activities and are involved in the operational and related departments.
The IT implementation adopted three indicators for measurement, as Yu (2015) suggested, namely,
hardware, software, and employee capabilities. Information sharing is the type of information
shared both from within the manufacturing company to its partners and vice versa.

According to Ye and Wang (2013), the indicators used to measure information sharing are order
processing, inventory data sharing between partners, sharing capacity planning, sharing production
planning, and sharing order forecasting. While in inventory management, the indicators used were
those proposed by Orobia et al. (2020), namely: plan the level of inventory, record the details
of goods when purchasing, monitor the level of inventory, maintain storage facilities, monitor
the physical condition of the inventory, and maintain the level of safety stock. Organizational
performance, specifically the operational performance of a manufacturing company, was assessed
using four indicators adopted from Yuen and Van Thai (2017): flexibility, capability to meet the
quality of customer demand, reduced company production costs, and reduced lead time needed
by manufacturing companies. Meanwhile, the data analysis was done using Partial Least Square
(PLS) technique.

3 RESEARCH ANALYSIS AND DISCUSSION
The results of descriptive analysis show that the respondents’ profiles in terms of position are as

follows: Supervisory (60.2%), Managers (24.4 %), Senior Managers, General Managers, Owners
(5.4%), and Chief Executive Officer (CEO) (3.2%). From the perspective of company size, the
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result shows that 72 out of 93 (77.4%) companies are large-size companies. The following stage
was the assessment of the validity and reliability of the construct indicators. Table 1 illustrates the
validity and reliability test.

The validity test assesses the indicators’ validity and reliability. An indicator is considered valid
when the factor loading has a value higher than 0.50. Similarly, each construct’s block of indicators
is considered reliable when the reliability value is higher than 0.70. As shown in Table 1, all
values of factor loadings were higher than 0.50, and the reliability of each variable was higher
than 0.70. IT has an average value of 3.98, which indicates that IT in the company has been
generally implemented. Overall statements related to the types of information sharing between
manufacturing companies and their partners are high, with an average of 3.92. This finding shows
that most companies have a reasonably good relationship with their partners so that companies
are willing to share information with their partners regarding the daily activities or operations in
managing its supplies.

The IT implementation affects information sharing with a coefficient of 0.722 and a T-value of
15.301 > 1.96. This result suggests that the first hypothesis, IT implementation has a significant
effect on information sharing, is accepted. The result of this study is in line with a previous study,
which also suggests that the use of IT in companies can improve information sharing (Ye & Wang
2013). Moreover, IT implementation and inventory management have a coefficient of 0.503 and a
T-value 0f 4.977 > 1.96.

The path coefficient value of 0.503 also indicates a positive relationship; the more IT is imple-
mented, the better the inventory management gets. Monitoring the inventory level requires IT
support so that activities can be carried out more quickly and accurately, such as using a barcode
(Wang et al. 2010). The IT implementation and organizational performance relationship shows a
T-value of 2.873 > 1.96.

This result indicates a significant influence of IT on organizational performance with the path
coefficient value of 0.279. Excellent implementation of IT will institute a more efficient and
faster company in response to changes caused by uncertainty. The effect of information sharing on
inventory management has a T-value of 2.234 > 1.96.

This indicates a significant influence of information sharing on inventory management with
the path coefficient value of 0.248. The more information sharing is implemented, the greater the
improvement of inventory management. In addition, information sharing affects organizational
performance with a T-value of 3.231 > 1.96 and the path coefficient value of 0.326.

This means, the higher the information sharing is adopted, the greater the organization’s per-
formance is enhanced. This finding is in line with a study conducted by Wu et al. (2014), stating
that information sharing improved organizational performance. Lastly, inventory management
improved organizational performance with a T-value of 3.719 > 1.96 and the path coefficient
of 0.333. This result reflects a positive relationship and a significant influence of inventory
management on organizational performance.

4 CONCLUSION

The results suggest that IT implementation affects information sharing and inventory manage-
ment in medium and large-scale manufacturing companies in Indonesia. IT implementation also
affects organizational performance in medium and large-scale manufacturing companies, whereas
information sharing affects inventory management. Moreover, inventory management significantly
affects organizational performance whereas information sharing improves organizational perfor-
mance. An interesting finding from this study is that information sharing and inventory management
mediate IT implementation’s influence on organizational performance. IT implementation improves
organizational performance directly and indirectly through the implementation of information shar-
ing and inventory management adoption. The results of this study may provide useful insight for
the professionals on how to improve the organizational performance. This study also contributes
to enriching the current studies in the field of supply chain management.
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ABSTRACT: This study aims to find out the influence of product innovation on customer engage-
ment through customer experience and customer value. It employs a quantitative research method by
distributing online questionnaires on social media. In total, 210 respondents participated through
purposive sampling technique. The findings show that: 1) product innovation has a significant
effect on customer value, customer experience, and customer engagement; 2) customer value has
a significant effect on customer engagement, and 3) customer experience has no significant effect
on customer engagement.
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1 INTRODUCTION

Due to the persistent development of technology, the internet functions beyond just a means for
sharing and receiving information, it also has become a need that involves humans emotionally
and intellectually. Customer Engagement, Customer Experience, Product Innovation, Customer
Value become the variables to be investigated in cashless phenomenon using OVO. This study aims
to determine how customer engagement is created through customer experience and customer
value when making cashless transactions, and to identify and clarify the role of mediation given
by customer experience and customer value that result from product innovation to establish an
enduring relationship between customers and OVO.

2 LITERATURE REVIEW

A research conducted by Su (2011) brought about positive results, suggesting that product innova-
tion can affect customer experience if the service providers focus more on the experience consumers
will receive when they introduce their products. In addition, Rodriguez-Salvador et al. (2016)
propose that customer experience can be achieved with the help of product innovation; it helps
companies to find out more about consumers’ expectations and identify the next strategy to be
implemented as an attempt to attract more customers. Edvardsson and Witell (2010) argue that the
consumer participation in an innovation process can produce its own value for consumers, which
is resulted from the knowledge and expertise of a consumer. Meanwhile, a study conducted by
Moon et al. (2013) indicates that a company that is already advanced must always innovate while
providing modern designs.

Customers can interact and create value in various ways. A study conducted by Kumar et al.
(2010) finds that customers can give value to the company not only through their purchase behavior,
but also through the internet which is able to contact customers and WOM. The relationship between
customer value and customer engagement was also studied by .Higgins (2006) which resulted that
the value itself'is a strong experience and provides great motivation for customers, and furthermore
can be achieved adjusting to the customers’ needs and goals. This value is also obtained not only

224 DOI 10.1201/9781003295952-57


http://www.taylorfrancis.com

from the hedonic experience but also from a strong motivation to have and want something appealing
to happen.
There are six hypotheses formulated as follows:

H1: Product innovation has an effect on customer experience

H2: Product innovation has an influence on customer value

H3: Product innovation has an influence on customer engagement
H4: Customer experience has an influence on customer value

HS: Customer experience has an influence on customer engagement
Hé6: Customer value has an influence on customer engagement

3 METHODS

This study employed a quantitative research method. Google Form was used for the sampling
method in order to obtain online coverage and involve national participation. Purposive/judgmental
sampling used were respondents who had been using OVO for the past one year. The link of
Google Form questionnaire was shared via two social media, namely WhatsApp and LINE, in 5
cities (Manado, Padang, Banjarmasin, Makassar, and Surabaya) with a total of 217 respondents.
This distribution stage took two months and three weeks. Subsequently, a screening process was
carried out and 210 questionnaires met the requirements. The respondents who had filled in the
questionnaires were identified based on gender, age, occupation, and monthly income.

4 RESULTS AND DISCUSSIONS

The respondents consisted of 114 men and 96 women. In the age range, most respondents were
from the age group of 17-34 years old, with the total of 120 respondents, followed by the age range
of 35-51 as many as 54 respondents, and age range >51 as many as 36 respondents. In terms of
occupation, 95 respondents were employees, 64 respondents were entrepreneurs, 19 respondents
were students, and 32 had other jobs. In terms of income, respondents who have income below
IDR 2 to above 10 million/month also used OVO mobile payment.

Table 1. Hypotheses testing

Influence between Original S. Dev
Hypothesis variables Sample (O) S. Mean(M) (STDEV) T Stats
H1 PI (X1)— C Ex (X2) 0.676 0.679 0.042 16,022
H2 PI (X1)— CV (Y1) 0.261 0.257 0.069 3,776
H3 PI (X1)— CEn (Y2) 0.254 0.255 0.067 3,776
H4 CEx (X2)—>CV (Y1) 0.612 0.619 0.066 9,269
H5 CEx (X2)—> CEn(Y2) 0.094 0.106 0.103 0.909
H6 CV (Y1l)— CEn (Y2) 0.502 0.489 0.109 4,583

Table 1 shows that the 7 value of the effect of product innovation on customer experience (H1)
as much as 16,022, greater than 1.96. This implies that product innovation has a significant effect
on the customer experience of OVO users. From these results, the first hypothesis of the study
is that H1 is accepted. This is in accordance with Rodriguez-Salvador et al. (2016) who suggest
that customer experience can be obtained through product innovation that facilitates an efficient
shopping process. Product innovation has a significant influence on the customer value of OVO
users. Consequently, H2 is accepted. This result supports the previous research by Kim et al. (2015)
that suggests the innovation of a product with various advantages can affect consumer value when
the product is used. In H3 test, product innovation has a significant effect on customer engagement
of OVO users. As a result, H3 is accepted, in accordance with research by Piller et al. (2004)
that suggests product innovation has the potential to make consumers feel satisfied and helped.
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Moreover, customer experience has a significant effect on customer value of OVO users. Thus, H4
is accepted, in line with Gentile et al. (2007) who propose that customer value can rise at different
levels depending on customer experience, such as sensorial components so as to generate values
for its users.

Regarding the fifth hypothesis test, the effect of customer experience on customer engagement
(H5) is rejected. The indicator of customer experience that has the highest value is the QR Code
provided by OVO while the indicator with the highest value in customer engagement indicator
providing experience sharing using the OVO mobile payment. With the QR Code provided by
merchants, it makes payment process faster, but this does not have a direct impact on consumers
to share their experiences using the QR Code. This is solely to make payment easier, but not to
make consumers interested in using OVO mobile payments, as in line with a research by Dovaliené
et al. (2016), which states that customer engagement can be encouraged if there is consumerism
and satisfaction emerged from it. Addressing the sixth hypothesis, customer value has a significant
influence on customer engagement of OVO users. Therefore, H6 is accepted, as it is in line with a
research from Higgins (2006) which suggests that the value earned from outside factors will have
a big impact on customer engagement.

Table 2. Direct and indirect effects.

Variables Direct Effect Indirect Effect Total
PI(X) - C Ex (X2) 0.676 - 0.676
CEx (X2)— CV (Yl) 0.612 - 0.612
PI(XI)— CV (Y1) 0.261 -

0.675
PI(X1)— CEx (X2)— CV (Yl) - 0.414
CEx (X2)— CEn (Y2) 0.094 - 0.094
CV (Yl) > CEn (Y2) 0.502 -

0.809
CEx (X2)— CV (Yl)— CEn (Y2) - 0.307
PI(X1)— CEn (Y2) 0.254 -

0.487
PI(X1)— CV (Y])—> CEn (Y2) - 0.131
PI(X1) - CEx (X2) - CEn (Y2) - 0.064
PI (X1) - CEx (X2) — CV (Y]) > CEn (Y2) - 0.039

The relationship between the influence of the two variables, namely customer experience and
customer value, are partial mediation, meaning the two variables affect the value, but not greater
than the direct effect. This study illustrates the influence of product innovation on customer engage-
ment through customer value and customer experience. In this study, the samples were Indonesian
who use OVO as a digital payment service for less than one year. It is found that product innovation
has an influence on customer engagement through customer experience and customer value. Based
on this finding, the H5 which suggests that customer experience influences customer engagement
was rejected. This was because the QR Code used as an indicator was just a means to ease payment
when making transactions at merchants who are in cooperation with OVO mobile payment.

5 CONCLUSION

This study provides insights about more up to date features for OVO customers to pay attention to.
When more attention given from the customers, a long-lasting relationship between customers and
the firm can be established and they can benefit from it. The earned benefits can be distributed
through mobile payment, which stimulates customer engagement. Future researchers should con-
sider using another indicator for customer experience to see if there is an influence on customer
engagement. Regardless, the result of this study encourages the firm to explain further about
features they released for customers. This study was limited in the Republic of Indonesia, however
this study can be expanded to other countries using digital mobile payment as a payment method.
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Relations between trade volume and frequency of domestic investors
with stock volatility: Analysis before and during the COVID-19
pandemic
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ABSTRACT: This study aimed to examine the effect of the trade volume and frequency conducted
by domestic individual retailers and domestic institutional investors on volatility before and after the
announcement of COVID-19 as a pandemic by the WHO. The data was obtained from stock prices,
trade volume and frequency of buying and selling positions for investors from September 2, 2019, to
September 29, 2020 from IDX. The results showed that the buying frequency of individual investors’
significantly affected volatility before the announcement. However, institutional investors’ buying
frequency had a more significant effect on volatility after the announcement.

1 INTRODUCTION

From the end of 2019, nations worldwide, including Indonesia, were shocked by the emergence of
anew virus called COVID-19. It was followed by the sudden worldwide decline in the stock market
index, including the IDX. Andersen et al. (2005) defined volatility as a price fluctuation over a
certain period and variability of the random time series data component. Clark (1973) suggested
the mixture of distribution hypothesis theory to describe the relationship between the trade volume
and price volatility. Changes in price and volume are related to the incoming information, causing a
relationship between volume and price movements as the mixing variable. Shiller (1990) explained
uncontrolled investor actions or behavior that causes many changes in the market are motivated
by psychological factors such as greed, fear, and madness. This study aimed to examine the effect
of the trade volume and frequency on volatility for the 2019-2020 period. This paper attempts to
enrich existing literature from the perspective of buying and selling positions conducted by each
type of investor.

2 LITERATURE REVIEW

Fama (1970) introduced the concept that combines information and stock prices known as the
Efficient Market Hypothesis (EMH) theory. Shefrin (2005) explained how human psychology
affects financial behavior through behavioral finance theory. Nevertheless, investors are not free
from psychological biases that cause inefficient markets. The difference between EMH theory and
behavioral finance resulted in combining the two concepts. Therefore, Lo (2004) introduced the
Adaptive Market Hypothesis (AMH) concept to reconcile EMH and behavioral finance.

Jones et al. (1994) and Chan and Fong (2006) found that trade frequency is the most appropriate
measure of the information flow received by investors, while the volume has no significant effect
on the stock price volatility. In Indonesia, Sutrisno (2017) found evidence of a positive association
between volatility and trading frequency, as well as between volatility and trading volume. This
study showed that trading frequency significantly affects stock volatility.
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Indonesia Central Depository (ICSD) divides investors into Individuals and Institutions com-
prising Securities Companies, Mutual Funds, Pension Funds, Corporations, Banks, Insurance,
Foundations, and Others. In this study, the nine types of investors are grouped into Individual
Investors (ID), Financial Institution Investors (FIN), and Non-Financial Institution Investors (Non-
FIN). Bian et al. (2020) investigated the participation role of investors in the relationship between
volatility and volume. The study found that volatility has a positive relationship with retail traders
and institutional investors. This study proved that an increase in the investors trading on a stock
increases the stock’s volatility.

3 RESEARCH METHODOLOGY

This study used a non-probability sampling technique to collect several company stock data rep-
resenting JCI through the LQ45 index for the 2019-2020 period. The independent variables were
the Average Trade Volume and Frequency of each investor type in the buying and selling positions,
and the dependent variable was Volatility.

This study modified the model developed by Jones et al. (1994), Chan and Fong (2006), and
Bian et al. (2020), which examined the effect of average trade volume, trade frequency, and the
type of investors as independent variables. Volatility as the dependent variable is affected by several
independent variables.

Ciy + Bligxlipy B2x2; 4 B3i:x3i 04 BiX4i 1 B5i1X5i11 B6i1x6; 1

Y= 1
/37i,tX7i,t+,38i,tX8i,z+ﬂ9i,tx9i,t+,3 1 Oi,tx 10,4811 x11;,. B12;,x12; 1 €4

where y is volatility, ¢ is a constant, § is the coefficients for each variable, x1 is Average Buying
Volume of Individual Investors, x2 is Average Buying Volume of Financial Institution Investors, x3
is Average Buying Volume of Non-Financial Institution Investors, x4 is Average Selling Volume of
Individual Investors, x5 is Average Selling Volume of Financial Institution Investors, x6 is Aver-
age Selling Volume of Non-Financial Institution Investors, x7 is Buying Frequency of Individual
Investors, x8 is Buying Frequency of Financial Institution Investors, x9 is Buying Frequency of
Non-Financial Institution Investor, x10 is Selling Frequency of Individual Investors, x11 is Selling
Frequency of Financial Institution Investors, x12 is Selling Frequency of Non-Financial Institution
Investors, and e is Standard error.

The non-probability sampling technique was used to collect data on the movement of High Low
Open Close prices of LQ45 stocks from September 2019 to September 2020. Only stocks that
are always included in the LQ45 index can be included in the sample and excluded stock-split.
The result of these selection criteria is that only 38 stocks can be included in the research sample.
The LQA45 stocks are traded by nine types of investors according to the classification from ICSD.
Transaction activities for each type of investor comprise buying and selling frequency and buying
and selling volume.

The Fixed Effect Model was used to estimate the regression model with panel data of this study.
This study used Parkinson’s (1980) and Garman Klas’s (1980) method to calculate volatility.

1

2 _ 2

Up —m(lﬁHt —lnL,) (2)

where o2 is Standard Deviation (Parkinson’s Volatility), Ht is the highest stock price in period t,
and Lt is the lowest price in period t. Meanwhile, Garman’s volatility method is as follows:

02x =0.5[(InH, —InL,)*] —[2In2 — 1][(In C, — In O,)*] 3)

where o2 = Standard Deviation (Garman Klas Volatility), Ht is Highest price period t, Lt is Lowest
price period t, Ot is Opening price period t, and Ct is Closing price period t.
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The regression coefficient of each stock is used to find the t-statistical value of each variable
using the Fama—MacBeth Standard Error. In this case, the T-statistic is the division of the Standard
Error with the coefficient value.

_ Std.Dev(B) ( 1+ p(1)
SEFama—MacBeth = ﬁ ( 1_ ,0(1)) (4)

where SE Fama—MacBeth is standard error Fama—MacBeth, Std.Dev(p) is the standard deviation
of relevant coefficients across time, p(1) is the first-order autocorrelation of the coefficients, and
T is the number of samples.

4 RESULT

The hypothesis testing was performed using a t-test to determine the significance of the regression
coefficient obtained. The regression results of each stock using the Fama—MacBeth method obtained
the average coefficient and t-statistical value for each variable as follows:

Table 1. Coefficient values and T-statistics for each variable using Fama—MacBeth

AVBuy  AVBuy  AVBuy AV Sell AV Sell AV Sell

Investor Investor Investor Investor Investor Investor
Variable ID FIN Non-FIN ID FIN Non-FIN
Coef p p B B p B
(t-stat) ® ® (® ® ® ®
Parkinson Before 0,054 —0,017 0,056 —0,169 —0,049 —0,033
(0,315) (—0,405) (1,311) (—0,925) (—0,795) (—0,23)
After —0,103 0,018 —0,007 —0,017 0,0002 0,004
(—0,839) (1,163) (—0,501) (—0,827) (0,254) (0,981)
Garman Before —0,043 —0,022 0,106 —0,216 —0,118 0,099
(—0,241) (—0,298) (1,577) (—0,725) (—1,327) (0,609)
After —0,095 0,017 —0,013 0,004 —0,002 0,001

(=0,765)  (1,073) (=0,917)  (0,137) (—0,323) (0,267

Freq Buy Freq Buy Freq Buy Freq Sell Freq Sell Freq Sell

Investor Investor Investor Investor Investor Investor
Variable ID FIN Non-FIN ID FIN Non-FIN
Coef B p p p p p
(t-stat) ® ® ® ® ® ®
Parkinson 3,208 0,04 0,582 1,900 0,916 0,432
(4,705)* (0,178) (0,649) (2,205)* (0,752) (1,094)
0,035 0,604 0,471 0,258 0,133 0,245
(0,630)* (3,692)* (4,088)* 3,569)* (1,983)* (1,18)
Garman 3,983 -0,394 1,006 2,073 —0,288 -0,215
(3,728)* (—1,693) (1,207) (3,108) (—=0,317) (—0,437)
0,086 0,726 0,419 0,156 0,409 0,081

(1,185) (2,976)* (3,330  (2,561)*  (1,973)*  (0,532)

* significantly affected volatility

The test showed that the variable of buying and selling volumes of each sub-category of investors
did not significantly affect stock volatility on the IDX during the study period. In contrast, the
frequency variable significantly affects stock volatility.
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5 DISCUSSION

The buying frequency variable and its effect on volatility showed a shift from individual to insti-
tutional investors. Before the announcement of the pandemic, the buying frequency of individual
investors significantly affected volatility, but there was no effect after the announcement. After
the announcement, the stock volatility on the IDX was more affected by the buying frequency of
non-financial institutional investors followed by financial institutions.

This study found that individual investors from the sell-side significantly affected volatility dur-
ing the COVID-19 pandemic. With the bearish market conditions during the pandemic, individual
investors are not rational in line with the assumption of the EMH theory. Conversely, they are more
adaptive from information and psychology in making selling transactions. It indicates that panic
selling from individual investors occurred after the announcement of the COVID-19 pandemic.
This is in line with the behavioral finance theory and the adaptive market hypothesis, where indi-
vidual investors act irrationally based on information during a market crash. However, they act
psychologically to secure their assets by releasing or selling shares to be stored as safer assets,
consistent with previous studies such as (Lo 2004; Shiller 1990).

6 CONCLUSION

Consistent with previous studies such as Chan and Fong (2006), the buying and selling volumes
of each sub-category of investors did not significantly affect the IDX stock volatility during the
study period. In contrast, the frequency variable had a significant effect on stock volatility. There
is a difference in the effect of buying frequency on individual and institutional investors. Before
the announcement of the pandemic, the frequency of individual buying significantly affected the
volatility of stock, but there was no effect after the announcement. After the announcement, stock
volatility on the IDX was more affected by the frequency of buying by non-financial institutional
investors followed by financial institution investors.
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ABSTRACT: The physical distancing policy initiated by the World Health Organization has
prompted the Indonesian government to promote contactless payments throughout the pandemic.
COVID-19 can be transmitted through the physical movement of money, and thus consumers
are encouraged to make non-cash payment transactions via e-wallet. This causal study using the
Structural Equation Model aims to determine the effect of perceived risk, government support,
and perceived usefulness on the intention to use e-wallet during a pandemic. Research on 256
respondents using e-wallet shows that six hypotheses are supported.

1 INTRODUCTION

Several recent studies have revealed that the COVID-19 pandemic has significantly exaggerated
social and economic aspects, finance, and supply chains. The pandemic also has distressed business
in general (Swift 2009). However, research on the impact of the pandemic on the way consumers
make payments is still scarce. Physical money may be a medium for the spread of the virus, so
WHO recommends the use of digital money (Aji et al. 2020).

Bank Indonesia stated that during the period of January—July 2020, the value of monthly elec-
tronic money transactions reached IDR 16.7 trillion. This figure increased by 59% compared to
the average transaction in the same period of the previous year, which was IDR 9.9 trillion. The
highest transaction value, amounting to IDR 17.5 trillion, was recorded in April when large-scale
social restrictions (PSBB) were implemented in Jakarta (Annur 2020).

E-wallet plays an important role in dealing with the pandemic. Some restaurants accept cashless
payments via e-wallet or bank transfer. The government supports the role of e-wallet in handling
the pandemic by setting uniform transaction rates in Indonesia (Setyowati 2021).

Digital services, from fintech, electronic money, to digital wallets, are part of people’s lifestyles.
This is in line with online shopping that is increasingly popular and, offers easy and safer payment
transactions during the pandemic (https://rm.id).

In 2019, electronic money transactions reached US$ 10 billion, and e-wallets from fintech
accounted for around 72% of electronic money transactions. Fintech has surpassed banks as the
main payment provider in Indonesia (Burhan 2021).

Aji et al. (2020) examined the intention to use e-wallet during a pandemic with respondents
from two countries, i.e., Indonesia and Malaysia. The results show that the effects of government
support on the intention to use e-wallets differ between countries. In addition, perceived usefulness
is fully mediated by the relationship between government support and intention to use e-wallet,
and partially mediated by the effect of perceived risk on intention to use e-wallet.

Kustono et al. (2020) observed the factors that influence the behavioral intentions of 180 respon-
dents in using electronic wallets in Jember Regency, Indonesia. Six hypotheses were tested and four
hypotheses, namely, application quality, perceived usefulness, ease of use, and attitudes towards
use, were accepted.

The purpose of this study was to investigate the intention to use e-wallets throughout a pandemic
in Indonesia. In contrast to Aji et al. (2020), this research emphasizes the use of the top five
e-wallets in Indonesia, i.e., ShopeePay, Dana, OVO, Gopay and LinkAja.
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2 LITERATURE REVIEW AND HYPOTHESES

The impact of the COVID-19 pandemic on business and consumer behavior was explained by
Sheth (2020). The number of people who chose physical stores or malls as their shopping locations
decreased from 73% before the pandemic to 24% during the pandemic (Ekarina 2020).

Intention to use is a person’s attitude in using certain products in the future (Rantung et al.
2020). E-wallet is an effective method for various types of payments during physical restrictions
or self-quarantine periods. The higher the risk of COVID-19 transmission during transactions with
cash is, the stronger the intention to use e-wallet for payment transactions becomes.

The intention to use e-wallet can be influenced by several factors. The first factor is perceived risk,
which is defined as the perception of uncertainty in the buying situation and is the main determinant
of'a person’s behavior to adopt technology (Cox & Rich 1964; Im et al. 2008). The risk perceived by
consumers is an obstacle for consumers in considering purchasing decisions (Forsythe & Shi 2003;
Kim et al. 2008; Phonthanukitithaworn & Sellitto 2016). The second factor is government, which
is a person, body, or apparatus that gives orders (Pradjaja 2003). The government as a regulator
has an obligation to prevent the potential negative effects on e-wallet users (Aji et al. 2020; Brown
2020; Huang 2020; Sheikh et al. 2020). The third factor is, perceived usefulness, which is a person’s
level of trust in a particular subject that provides benefits for people who use it (Adams et al. 1992;
Davis 1989; Thompson et al. 1991).

The government continues to strive to reduce the spread of COVID-19 and overcome the impact
of the pandemic on the safety and economic resilience of the community (www.kominfo.go.id).
The government should encourage people to get involved in e-wallet payments (Kaur 2020).

H]1: Perceived risk positively affects government support for e-wallets

Consumers are used to using cash, but various electronic media payments can be adopted as
a new alternative when consumers feel the benefits. Perceived risk has also been added to the
Technology Acceptance Model (TAM) in several studies, and has a significant effect on perceived
usefulness (Aji et al. 2020).

H2: Perceived risk positively affects perceived usefulness of e-wallets

People are currently uncomfortable with and worried about paying using cash, for fear that cash
contains the virus. The government guarantees e-wallet server facilities, and encourages people
to innovate in payments, and there is no need to worry because the government oversees these
transactions (Haderi 2014; Sugiyarti 2020).

H3: Government support for e-wallets positively affects the perceived usefulness of e-wallets

In this study, the higher the COVID-19 risk in cash perceived by the individual is, the stronger
the intention to use e-wallet for payment transactions becomes. It is important to consider that an
individual’s decision to adopt an application system is determined by its perceived usefulness (Aji
et al. 2020).

HA4: Perceived risk positively affects intention to use e-wallets

When consumers feel government support, the intention to use e-wallet will be stronger.
Perceived usefulness is also considered a fundamental factor for using a technology system or
application. The effect of government support on intentions to use e-wallet can be better explained
by perceived usefulness (Aji et al. 2020).

H5: Government support positively affects intention to use e-wallets

Several previous studies have found that perceived use is a strong predictor of intention to use
e-money (Aji & Dharmesta 2019). There is research that supports a positive relationship between
perceived usefulness and the actual use of systems related to certain technologies (Park et al. 2014;
Perdigoto & Picoto 2014; Purwitasari & Pratomo 2015).

HG6: Perceived usefulness positively affects intention to use e-wallets

3 RESEARCH METHOD

This causal research examined the effect of the independent variable on the dependent variable. The
data used in this study are primary data obtained by distributing questionnaires via google form.
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The respondents of this research were the users of the five largest e-wallet platforms in Indonesia,
i.e., ShopeePay, Dana, OVO, Gopay and LinkAja.

The data obtained were processed using SPSS 25.0. In order to see the contribution of each
indicator in the model (Figure 1), measurements were made using Confirmatory Factor Analysis
(Hair et al. 2010:19). The suitability of the measurement model with empirical data was measured
by the goodness of fit index (Wijanto 2008). Structural Equation Model analysis was performed
with AMOS 22.0. Finally, a hypothesis test was conducted.
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Figure 1. Research model.

4 RESULT, DISCUSSION AND CONCLUSION

The results of the test showed that all indicators, namely, perceived risk, government support,
perceived usefulness, and intention to use variables were declared valid and reliable. The number
of respondents, was 256, consisting of 47.3% male respondents and 52.7% female respondents,
and were dominated by respondents aged 17-25 years at 88.3%. The majority of respondents’
educational attainment is high school graduate (61.7%).

The measurement model found that the CIMN/DF value, was 2.243 or marginal fit. RMSEA
value was 0.07 or good fit. Tucker Lewis Index was 0.945 > 0.95 or marginal fit. The CFI value
was 0.955 or good fit. The Average Variance Extracted value for each indicator was above 0.5 and
the Construct Reliability value was above 0.6. Thus, all variables in this indicator were valid for
further testing.

SEM structural model calculation results produced the CMIN/DF value, which was 2,243 or
marginal fit. The RMSEA good fit value was 0.070. Goodness of fit index was 0.907 or marginal
fit. The Tucker Lewis Index was 0.945 or good fit. The CFI value was 0.955 or good fit.

Table 1 shows the results of hypothesis testing, which are explained as follows: (1) perceived risk
affects government support for e-wallet. The path coefficient was positive (0.389) with a CR value

Table 1. Summary of hypothesis testing results.

Relationships

between
Hypothesis constructs Estimate CR P value Description
H1 PR — GS 0.389 6366 hokx Supported
H2 PR — PU 0.232 3997 0.004 Supported
H3 GS - PU 0.647 8168 0.956 Supported
H4 PR — INT 0.152 3611 0.003 Supported
H5 GS — INT 0.237 3686 0.003 Supported
H6 PU — INT 0.448 6453 Ak Supported
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of 6366, which means that the first hypothesis is supported. (2) Perceived risk affects the perceived
usefulness of e-wallet. The path coefficient was positive (0.232) with a CR value of 3.997, meaning
that the second hypothesis is supported. (3) Government support affects the perceived usefulness of
e-wallet. The path coefficient was positive (0.647) with a CR value of 8.168, meaning that the third
hypothesis is supported. (4) Perceived risk has an effect on intention to use. The path coefficient
was positive (0.152) with a CR value of 3.611, meaning that the fourth hypothesis is supported.
(5) Government support has an effect on intention to use. The path coefficient was positive (0.237)
with a CR value of 3.686, meaning that the fifth hypothesis is supported. (6) Perceived usefulness
affects the intention to use e-wallet. The path coefficient was positive (0.448) with a CR value of
6.453, meaning that the sixth hypothesis is supported.

The results of this study show that five hypotheses fit and one hypothesis (hypothesis 5) is not
in accordance with the results of the study Aji et al. (2020). The results of this study could be
different when carried out on different respondents. The respondents in this study are the fiver
largest e-wallet users in Indonesia.
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ABSTRACT: Internal branding plays an essential role in implementing brand strategies that
strengthen a university’s brand identity. Internal branding can help private universities with limited
resources build effective branding strategies in a competitive environment. This study aims to
explore the role of internal branding and the interaction process between its internal stakeholders
in building brand identity at private universities. A phenomenological approach is then applied by
incorporating in-depth interviews using video conferences with employees who often interact with
students. This study was conducted at ABD University, one of the private universities in Indonesia.
Based on the results obtained, managers play a crucial role in imparting this understanding to
employees, hence their message is accurately conveyed to students. Also, an objective evaluation
process of the brand needs is carried out to ensure the brand image accurately depicts the brand
identity.

1 INTRODUCTION

University is a human resource-based organization where students and employees regularly com-
municate with each other throughout the year. Its employees are central factors in conveying
brand values to students because of the long-term partnership between academic and non-academic
employees. Internal branding can help universities with complex characteristics implement a brand
development strategy (Whisman 2009). Therefore, the inside-out approach of an organization is an
effective way of developing a university’s brand strategy that involves academic and non-academic
staff, alumni, students, and others in the process of brand building.

A solid internal branding strategy increases employee adoption of the brand, which signifies the
symbolic relationship between internal branding and brand identity. Moreover, an organization’s
successful internal branding strategy paves the way for internalizing its brand identity (Iglesias et
al. 2020). Internal branding helps employees understand the brand value and promote the quality
and ability to communicate the brand message (Nirmali 2017). Consequently, internal branding
is considered a technique that guarantees employees’ awareness of the brand’s identity. A clear
understanding of the brand meaning is needed in building a brand identity (Dean 2016). Therefore,
social interactions and employee experiences are one of the internal branding processes imple-
mented to better understand the brand. Furthermore, managers or founders of universities have
significant influence in making sense of the meaning of a brand; however, other stakeholders, such
as employees, may have varying interpretations of that meaning (Iglesias 2020).

Although brand identity plays a vital role in university branding in Indonesia, nevertheless,
research on this topic focuses on how external parties interpret institutional brand messages. This
study attempts to fill this gap by examining how the academic and non-academic staff of a university
embrace and appreciate brand messages, as well as the process taken by internal stakeholders, who
work together to form its brand identity. The role of internal branding in building brand identity and
analysis of the interaction between internal stakeholders in this building process that contributes
to the theoretical development of this emerging perspective is examined in this study.
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2 LITERATURE REVIEW

2.1 Internal branding

Internal branding is a branch of internal marketing that focuses on developing, strengthening, and
managing a brand (Nirmali 2017). According to Asha and Jyothi (2016), the internal branding of
an organization plays a crucial role in ensuring that employees convey brand messages to external
parties such as consumers and other stakeholders Also, internal branding facilitates strategic brand
management and orientation, which positively impacts brand performance. Apart from manage-
ment’s strategic plan in anchoring the brand’s vision, the employees also play a significant role in
the process.

2.2 Brand identity

The business owner forms the brand identity, which reflects the owner’s values and strategic deci-
sions. When developing a brand identity, employees, who are one of the stakeholders, will go
through a process of understanding and implementing the brand through the brand’s definition
(Dean 2016). Furthermore, the brand identity describes the internal perspective of the brand and
its components which are vision, culture, positioning, personality, relationship, and presentation
(Srivastava 2011). The brand identity describes the internal perspective of the brand, while the
brand image conveys the idea of the brand to external parties (Dean 2016). Hence, a strong brand
identity invariably increases student and alumni satisfaction as consumers (Dennis 2016).

2.3 Relations between internal branding and brand identity

To better understand the importance of internal branding in integrating ideologies and branding
knowledge, universities, as one of the human resource-based organizations, use internal branding as
an effective marketing strategy that conveys appropriate brand messages to external parties (Clark
2019; Saleem et al. 2016). Furthermore, internal branding is an attempt at internalizing the branding
of a product within the university, and the result is the brand identity. Internal branding strategies
focus on developing a brand understanding through various training, seminars, and communication
on brand management to ensure that the brand’s strategic direction and goals are achieved so that
the brand identity is built through effective branding activities, especially for employees. In other
words, internal branding serves as a driving force in ensuring that employees correctly understand
the brand identity.

3 METHODS

This study will use a qualitative method alongside a phenomenological approach to investi-
gate employees’ subjective experience and individual perceptions in understanding brand identity
through the internal branding process. The data was collected through semi-structured interviews
conducted among university employees. Furthermore, the purposive sampling technique was used
to select the respondents who understood the phenomena. The selection criteria used are employ-
ees who frequently interact with customers, selected come from different departments involving
marketing, senior management, academics and admissions, positions, and tenure with a minimum
of one (1) year work experience.

The interview questions were adapted from previous research (Balmer & Wang 2016; Dean
et al. 2016; Iglesias 2020; Nirmali 2017; Whisman 2009) and reformed into a CSP (Case Study
Protocol) as a reliability check; which served as a foundation for the process and general guidelines
to be followed while using this study instrument. Two interview questions were used to determine
whether the senior management’s brand strategy and physical implementation were aligned. The
first form of the question is for senior management, while the second is tailored for other subjects.
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The fieldwork of this study is comprised of several stages of inquiry, as detailed below:

Stage 1: This stage involves the identification of a private university in Indonesia where this
study would be carried out. ABD University was selected as a study location because of its
unique value anchored within its vision and mission and the current internal branding being
developed.

Stage 2: A pilot study was first conducted to ensure that the respondents understood the tools and
that the validity of the content was fulfilled. Due to several impediments brought by the COVID-19
pandemic, only four interviews based on each selection criterion were conducted online via Zoom
in Bahasa.

Stage 3: After the result of interviews from the pilot study was analyzed, some questions were
modified based on responses and recommendations of the participants. Only a total of 14 semi-
structured interviews was conducted before the process was halted; this was because of data
saturation. There were 7 senior managers and 7 employees interviewed.

Stage 4: The data analysis process began with data assembly, data reduction, data display, and
data verification. Each interview was recorded, and a 96-page interview transcript was produced in
the data assembly process. The next procedure, which is data reduction, was conducted with three
coding steps: Open coding, axial coding, and selective coding. Finally, all the generated data in
this study was verified and examined using content analysis and pattern matching methods.

4 RESULT

This study extends the theory of branding identity formation in ABD university by deepening the
implementation of the internal branding process and identifying the role of each stakeholder in
carrying out the internal branding process at the university.

As seen from figure 1, six (6) components support each other in building brand identity in
ABD university. This framework describes the internal branding process spanning from creating
brand value to evaluating the current internal branding process. The framework also describes how
all stakeholders from the managerial level to the lower cadre employees contribute to building
the brand identity. In the early stages of creating a brand identity, the university will design an
internal branding process based on the brand’s strategic orientation and goals, which are influenced
by the founder’s identity. The goal here is to make employees incorporate these values into their
daily activities. Furthermore, ABD University has developed internal branding strategies such as
seminars, training, building a supportive environment inside the campus and others, to convey
brand ideologies, hence their values are understood and implemented by employees.

Furthermore, Internal branding management cannot function effectively without good leader-
ship. This study found that learning through interaction amongst employees only occurred when
the internal branding process led by the manager was in full effect. Subsequently, employees will
share and behave consistently with the brand when they understand the brand conveyed through an
effective internal branding.

A collaboration between internal and external stakeholders also plays an essential role. Exter-
nal stakeholders serve as a benchmark, allowing managers and staff to identify the gap between
expectations and reality after implementing internal branding. Through engagements, the univer-
sity understands the extent to which its brand value is acknowledged by external parties and the
parties that could help improve its quality. Another essential thing that supports the brand identity-
building process is evaluation. This evaluation process helps by providing feedback on the ongoing
internal branding process, which will further increase the effectiveness of its implementation. ABD
University does not have any written guidelines or standardization regarding the implementation
of brand value; this created confusion among employees and caused brand value to become biased.
However, this study also found that internal branding is still considered abstract and biased in the
university context. The standardization processes and guidelines regarding the implementation of
internal branding have not been adequately carried out, hence its performance cannot be accurately
measured.
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Figure 1. Internal branding implementation framework at ABD university.

5 CONCLUSION

This study has demonstrated that internal branding plays a crucial role in building brand identity.
This study goes on to explain how the manager-agreed-upon brand value is conveyed through various
approaches, with the goal of transforming employees into agents who convey brand messages to
third parties. Furthermore, the process of objectively evaluating and standardizing the internal
brand is necessary for realizing a clearer and more measurable internal brand.

6 LIMITATIONS AND FUTURE RESEARCH RECOMMENDATIONS

The fact that the study is based on one case university in one country may be viewed as a limitation.
The benefit of a single-case design is that it allows for a thorough and intensive evaluation, so it has
potential applicability to other private universities where similar foundations of brand management
and related challenges can be found. Additional research on several universities can be conducted
to obtain comparisons between one university and another. Additionally, this study only explores
employees who interact with students on a regular basis. Further research on internal branding
can be conducted by adding several participants who can participate in interviews, allowing for
broader research results. Furthermore, this study does not explore the role of external stakeholders,
especially students in the application of internal branding. Further research can involve students to
develop theories regarding the role of external stakeholders in internal branding and the success of
internal branding strategies.
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ABSTRACT: Online peer-to-peer (P2P) lending with sharia principles was approved by the fatwa
of the Indonesian Ulema Council in 2018. However, the implementation of the profit-sharing
principle still leaves misgivings for consumers. This study aims to analyze the practice of mudarabah
contracts in P2P lending at PT Ammana Fintech Indonesia. Triangulation qualitative research was
conducted by interviewing PT Ammana, partners, and several MSMEs that had been financed. The
results of the analysis of numerous informants and the analysis of documents show that overall, the
practices carried out by PT Ammana are not all in compliance with sharia principles.

1 INTRODUCTION

Digitalization has penetrated various sectors, including the financial sector (Cai et al. 2016). Many
startup business models have been established, one of which is financial technology (fintech). Cur-
rently, there are many fintech companies, both legal companies and illegal companies. Indonesian
people are very interested in the emergence of this fintech product. With this easy and fast system,
fintech can not only be used for payments, but it also provides peer-to-peer lending (P2PL), digital
insurance, virtual money and crowdfunding (Stern et al. 2017).

Fintech companies serve the needs of the community and micro business actors with a P2PL
system. They bring together people who need funding (borrowers) and people who are willing to
lend funds (lenders). This of course makes it easier for people to invest or get funding for businesses.
There is no need to meet face to face and can allow transactions even over long distances. Another
benefit obtained by lenders is that they directly get profit sharing paid by the borrower without any
costs (Walker & Lester 2006).

The number of MSME:s in Indonesia reached 64 million units in 2017-2018 (Ministry of Coop-
eratives and SMEs 2018). They really need the presence of this P2PL fintech. The process of
borrowing capital through banks is not easy for MSMEs. However, it turns out that many P2PL
platforms apply high interest. Therefore, there is an alternative P2PL financing business model
that prioritizes sharia principles.

P2PL online companies in Indonesia began to exist and operate legally in 2017. The number of
registered fintech companies as of June 2020 was 158, which are licensed by 33 companies with
details of 146 companies operating conventionally and 12 companies operating based on sharia
principles (OJK 2020).

Islamic P2PL is still small, even though the opportunities and potential in this Muslim-majority
country are very large. According to OJK, this is because people do not understand Islamic financial
products. The difference between peer-to-peer lending based on sharia principles and conventional
financing is that Islamic peer-to-peer lending does not contain elements of gharar and maysir, and
does not use interest (usury), but uses a profit-sharing system.

Several empirical studies related to fintech show that there are Islamic P2PL practices that are
appropriate and there are also practices that are not in accordance with the MUI fatwa and OJK
regulations (Apriyani 2019; Zustika 2019).
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This study aims to determine the practices that occur in the application of online P2PL financing
services. This study has several objectives, including knowing the practice of the mudarabah
contract in financing at PT Ammana and analyzing its compliance with the sharia system.

2 LITERATURE REVIEW

P2PL, also known as person-to-person lending, is a technology-based service that connects busi-
nesses directly with investors, through a web-based platform for a fee. P2PL is crowdfunding in
the form of lending practices where borrowers and lenders (investors) are brought together through
a platform (Darmawansyah & Aguspriyani 2019; OJK 2020).

Islamic P2PL is a financial industry that innovates using technology to improve financial activi-
ties by offering products and services in accordance with sharia (Hudaefi 2020). The Islamic P2PL
business model is very different from conventional ones.

In the P2PL digital platform, lenders can manage their own capital and risk and borrowers can
request loans on demand with special profit sharing. Because it is based on a digital platform, the
loan process can be completed via a mobile application or website without having to go to a bank
(Piskin & Kus 2019).

Fintech P2PL, according to the Fatwa of the Indonesian Ulema Council Number 117/DSN-
MUI/II/2018, is allowed on conditions that it is in accordance with sharia principles, including
avoiding usury, gharar (uncertainty), maysir (speculation), tadlis (hiding defects), dharar (harming
others), and haram.

There are three legal subjects in P2PL fintech, namely, the organizer, the recipient of the financ-
ing, and the financier. Islamic P2PL is financing that is carried out by bringing together capital
owners and recipients of capital through online applications/sites in accordance with Islamic law.
The sharia principle in question is to carry out with the rules of an agreement based on Islamic law
between financial institutions and other parties that deposit funds or finance business activities, or
other activities that must comply with sharia.

3 RESEARCH METHODS

This field research used qualitative methods with a case study approach (Etna Widodo & Mukhtar
2000; Sekaran & Bougie 2017; Sugiyono 2017). The object of this research is the mudharabah
contract and the profit-sharing system at PT Ammana through analysis of the suitability of the
practice of the mudharabah contract and the profit-sharing system with sharia principles. The
population is a collection of all possible people, objects, and other sizes that are the object of
attention or a collection of all objects of concern (Purwanto 2004). While the sample is a part of a
particular population that is of concern, the target population is non-probability samples because
the population is unknown.

This study used triangulation data collection techniques, namely observation, deep interview
and documentation. The informants selected and interviewed based on non-probability sampling
were the manager of PT Ammana, partners of PT Ammana (Pasuruan CMD Cooperative and
BMT Digital Berkah Financial), and MSMEs (Ahmadi 2017). The Guttman scale (1944) was used
to obtain respondents’ firm answers about the compliance of PT Ammana with sharia practices.
Furthermore, an in-depth study was conducted to describe and compare the practice and the rule
of law from the data that has been taken and obtained.

4 RESULTS, DISCUSSION, AND CONCLUSION
All informants answered questions about the compliance of PT Ammana’s online financing with

sharia principles, explicitly with the answer “Yes” on the Guttman scale. That is, according to
several informants (partners and SMEs) Ammana has done financing in accordance with sharia
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principles. In terms of business activities carried out by Ammana partners and financing customers,
they are also in accordance with sharia principles. The provisions related to losses in Ammana are
also in accordance with the fatwa of the National Sharia Board of the Indonesian Ulema Council

(DSN MUI).

Table 1.

Summary of research analysis.

Practice at PT Ammana

Sharia Principles (Fatwa/POJK)

Conclusion

The contract between PT Ammana
and the funder was not clearly
explained and there was no writ-
ten ujrah withdrawal. The contract
used is the wakalah contract, which
should be wakalah bil ujrah. In addi-
tion, Ammana charged ujrah of 1%
of the financing ceiling.

In the mudharabah and wakalah
contracts it is written that the
financing funds are sent via transfer
to the Ammana partner to be handed
over to the recipient of the financ-
ing. In practice, financing funds are
sent directly to the loan recipient.

In the contract, the form of profit-
sharing is stated in the form of
a projection as the nominal is
directly stated, for example, lenders
receive IDR 70,000 and partners of
Ammana receive IDR 30,000.

DSN MUI Fatwa No. 113/2017
states that the taking of ujrah must
be clearly agreed both in terms of
quantity and quality at the begin-
ning of the contract/agreement.
OJK Regulation No. 10/2019
explains that the wakalah contract
is the granting of power from the
principal to the agent and so on.
Wakalah bil ujrah is a wakalah
contract with a fee for services.

In view of the DSN MUI Fatwa
No. 115/2017 and No. 113/2017
regarding the provisions of sighat,
ijjab-qabul must be carried out
firmly and, clearly, and easily
understood by all parties. Accord-
ing to POJK No. 10/2019 The
implementation of Islamic financ-
ing activities must comply with the
principles of ADI, and so on.

Fatwa of DSN MUI No. 115/2017
explains and decides that the
profit-sharing ratio is in the form
of a ratio or comparison of per-
centage figures for business profit
sharing. The Book on Mudharabah
Product Standards launched by
OJK explains that in a contract,
Islamic banks and customers may
only agree on profit sharing, but
may not agree on the nominal form
of profit sharing.

The practice at PT Ammana is
not in accordance with sharia
principles. It must change the
wakalah contract to wakalah bil
ujrah contract and write in the
contract document that there is
ujrah imposed by Ammana of 1%
of the financing limit.

PT Ammana’s practice is not in
accordance with the existing and
applicable sharia principles. In
the contract, PT Ammana should
have changed the distribution of
funds to be in accordance with
sharia principles.

This is contrary to the applicable
and regulated sharia principles.
The form of profit sharing in the
contract made by PT Ammana
should be in the form of a per-
centage or comparison for exam-
ple, Funder: Partner = 70 : 30.
Profit sharing is not allowed to be
expressed in the form of nominal
value of currency form as rupiah.

However, PT Ammana needs to improve and reposition the function of the documents from the

wakalah and mudarabah contracts in order to improve the implementation of sharia principles in
financing business cooperation between the lenders and partners of PT Ammana. The practice of
profit-sharing ratio system and the mudarabah contract at PT Ammana cannot yet be classified as
sharia compliant. By conducting an in-depth analysis of the contract documents and applications,
there are three things that are not in accordance with the applicable sharia rules, either based on
fatwas or OJK regulations (Table 1).

First, the contract between PT Ammana and the funder was not clearly explained and did not
mention written ujrah charges. Second, in the mudarabah and wakalah contracts, it is written that
the financing funds are sent via transfer to PT Ammana’s partner to be handed over to the recipient
of the financing. However, in practice, financing funds are sent directly to the loan recipient. Third,

242



in the contract, the provisions for the form of profit sharing are stated in the form of a projection
as stated directly in a nominal value.
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Evaluation of determining the coverage value of company assets using
risk-based insurance approach (case study: Development project at PT
Petrokimia Gresik)

S.K. Putra

Magister of Management Program, Faculty of Economics and Business, Airlangga University

ABSTRACT: PT Petrokimia Gresik is a company working to address the increasing demand for
agricultural land productivity by expanding the production capacity of NPK and urea fertilizers
through several development initiatives. One of which is the Jetty C Project which has an investment
value of IDR 300 billion as well as a loading and unloading capacity of 1.5 million tons per year,
mainly gypsum and phosphoric acid products. Meanwhile, this company continues to provide and
distribute products to support the National Food Security Program. Also, PT Petrokimia Gresik
conducted an asset insurance process using the Industrial All Risk (IAR) approach to safeguard the
long-term viability of the Jetty C Project. The coverage value of Jetty C is IDR 257.48 billion using
this method, hence, the premium to be paid is IDR 357.90 million. Furthermore, the determination
of the coverage value was evaluated using the Risk-Based Insurance (RBI) approach. The results
showed that the coverage value was lower by Rp. 58.2 billion, thereby decreasing the premiums to
Rp. 80.9 million. Therefore, it was concluded that PT Petrokimia Gresik saved Rp. 276 million by
implementing the Risk-Based Insurance method.

Keywords:  Project, Asset, Insurance, Coverage Value, Premium, Risk-Based Insurance

1 INTRODUCTION

PT Petrokimia Gresik is a fertilizer company in Indonesia that produces various fertilizers to
meet the national need. Furthermore, the company helps the government realize food security and
respond to market needs for non-subsidized products. To support this, PT Petrokimia Gresik has
set the following vision: “Being a producer of fertilizers and other chemical products which are
highly competitive and most wanted by consumers.”

To achieve the vision and mission that has been set, the company prepares and establishes the
long-term plan for 2020-2024. Furthermore, the achievement depends on the success of various
functions in the company, such as the Development Project. One of them is the Jetty C Project
having an investment value of IDR 300 billion as well as a loading and unloading capacity of
1.5 million tons per year, mainly gypsum products and phosphoric acid products. Its existence is
a strategic step for the company’s business in providing and distributing products to support the
National Food Security program.

PT Petrokimia Gresik used the Industrial All Risk (IAR) method to assure Jetty C’s long-term
viability. However, the impact of using this IAR is that the coverage value of Jetty C becomes high
at IDR 257 billion. Therefore, in this study, the determination of the insurance value was evaluated
using the Risk-Based Insurance (RBI) approach.

2 THEORETICAL BASE

Based on ISO 31000:2018, the definition of risk is the impact of uncertainty on organizational
objectives. Meanwhile, the impact is a deviation from the expected, which is positive or negative.
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Targets cover various aspects, such as finance, health, environment, and are applied at various
organizational levels. Risk management is an activity that aims to increase the likelihood of success
in the complex, multidisciplinary and challenging activity of managing projects and developing
products. As a result, it is essential in any corporate environment since risk impacts the outcomes
of operations and is necessary to ensure the achievement of strategic objectives.

It should be highlighted that risk management is not meant to totally eliminate an organization’s
business hazards (Gabriel 2019). Instead, the method focuses on identifying, measuring, and
controlling risks to minimize potential consequences. This means risk management is essential
tool managers use to make the most appropriate decisions. In this situation, risk management
should be seen as a practical approach, inserted in a strategic plan executed by managers, taking
into account the specificities of the internal and external organizational environment and remaining
vigilant in monitoring.

3 METHODOLOGY

The first step in this study is the process of finding problem through the use of Focus Group
Discussion (FGD). The following step is a literature study conducted to understand the problem
and find the right method and theoretical basis for tackling it. This is based on various sources,
including international standards, e-books, and training materials. Next, is the determination of
objects and source person. After that, data was collected and analyzed before conclusion and
recommendation.

4 RESULT

4.1 Risk identification

The risk identification process is carried out through FGD between risk owners, the Ministry of
Finance, and the Department of Corporate Governance and Risk Management. The results obtained
are as follows:

Table 1. The result of risk identification.

Risk Cause
Jetty Damage Clashes with barges, trucks, and other conveyances.
Jetty Fire Low awareness of crew ship and employees

Lack of supervision
Nature/weather conditions
Trestle Protector Damage Collision with barge and tugboat

4.2 Determining risk criteria

Determining risk criteria is carried out through FGD between risk owners, the Ministry of Finance,
and the Department of Corporate Governance and Risk Management.

4.3 Determining the value and weighting of inherent risk

Determine the impact and likelihood of risk before the mitigation is carried out based on criteria
and expert judgment of owners. While the weighting of the risk value is based on a proportional
percentage range from a scale of 1-5, then the most significant value is taken.
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4.4 Determining baseline cost

In determining the Baseline Cost the weight of inherent risk level is multiplied with the value of the
affected asset to meet the coverage value. Determining Implement Cost Implement Cost estimates
the premium value based on the coverage value calculated from the total Baseline Cost.

Premium = Tariff x Coverage
= 0,139% x Rp.58.228.214.900
= Rp.80.937.218

5 CONCLUSION AND RECOMMENDATION

5.1 Conclusion

Table 2. The comparison of using the different method.

Annual Estimated Annual
Number Method Coverage Premium Rate Premium Cost
1 Industrial All Risk (IAR) Rp. 257.485.060.650 0,139% Rp. 357.904.234
2 Risk Based Insurance (RBI) Rp. 58.228.214.900 0,139% Rp. 80.937.218
Reduction Rp 199.256.845.750 Rp. 276.967.015

The table concluded that using the RBI approach, and the company gets a potential savings of IDR
276.967.015 per year. In addition, this can support the company’s efficiency program.

5.2 Based on this study, the following recommendations are made

The company can use the RBI approach in asset insurance activities, specifically prioritized for
assets with high value. However, according to Gabriel et al. (2019), the decision-making process
involves risk, which may appear as a threat to planning or unexpected opportunity. Therefore,
there is a need to perform risk mangement to all business processes, specifically in insurance
activities.

According to Ririn et al. (2020), risk management became an integral part of the company’s
business process and the management decision processes. Therefore, in the context of knowledge
sustainability, the RBI approach can be included in the company’s internal procedures.

According to Ananto (2020), risk management is interpreted as a systematic way to identify
any risk, analyze and minimize risks to prevent losses to achieve company target. Furthermore,
benefits from implementing risk management in the company are to facilitate cost estimation
and make decisions in dealing with problems. Therefore, the company needs to conduct periodic
evaluations to determine the effectiveness of using the RBI approach.

According to Eling et al. (2017), insurance managers need to specialize in value creation.
Therefore, they can consider the RBI approach as a tool.

REFERENCES

Gabriel Henrique, et al, “Critical Success Factors of Risk Management with The Advent of ISO 31000:2018,
Procedia Manufacturing, 2019.

246



Ririn Safitri, et al, “Balance Scorecard and ISO 31000 : Risk Management Integration to Improve
Performance”, International Journal of Multicultural and Multireligious Understanding, 2020.

Ananto Yusuf, “Applying ISO 31000:2018 as Risk Management Strategy on Heavy Machinery Vehicle
Division, International Journal Science, Engineering and Information Technology, 2020.

Eling, et al, “The Impact of Digitalization on The Insurance Value Chain and The Insurability of Risks, The
Geneva Papers, 2017.

ISO 31000:2018 — Risk Management Guidelines

247



Contemporary Research on Management and Business — Siska Noviaristanti
© 2022 The Authors, ISBN: 978-1-032-28259-6
Open Access: www.taylorfrancis.com, CC BY-NC-ND 4.0 license

Usage of on-the-job training application to increase the effectiveness of
monitoring and control in pandemic era

VE. Kusumawardhani
Airlangga University

ABSTRACT: In the COVID-19 pandemic era, Human Resource (HR) Department in PT
Petrokimia Gresik encounters decreasing quality of On-the-job Training (OJT) due to Work From
Home regulation. OJT is a mandatory induction training activity for prospective new employees
and internship students. Also, competency management has a vital role in a company’s perfor-
mance and productivity. During pandemics, it is hard to monitor the mastery of OJT participants’
competencies. Therefore, HR Department in PT Petrokimia Gresik designed OJT applications to
facilitate work plans creation, monitoring of participants’ daily activities by supervisors, and eval-
uation of periodic competencies achievement. The applications’ development tends to accelerate
work plan creation by 98.7% and increase the accuracy of work plan filling and monitoring, as well
as user satisfaction from 47% to 94.7 %. Based on the results, until November 2021, 410 users
have benefited from this program.

1 INTRODUCTION

Competency management has a vital role in companies, hence, organizations with superior human
resource competency are capable of improving performance and productivity, which influence their
goals and profitability (Kolibacova 2014).

The Education and Training Division under the Department of Human Resources and Develop-
ment is responsible for managing On-the-job Training (OJT) for New Employee Candidates. OJT
is one of the induction training activities for prospective employees. Furthermore, its implemen-
tation is the entry point for mastering and improving prospective employees’ competency at PT
Petrokimia Gresik before retainment.

2 LITERATURE REVIEW

Competency is an ability based on skills and knowledge supported by work attitudes and their
application in carrying out tasks in the workplace that refers to the work requirements set (Sutrisno
2016). This is also defined as something that underlies the characteristics of an individual asso-
ciated with the results obtained in a job. According to the Petrokimia Gresik Talent Management
Guidelines (PD-02-0034), competency is the workability of each person which includes aspects of
knowledge, skills, and work attitudes following established standards to produce effective and/or
superior performance in the execution of duties or during certain situations.

Training has a universal tremendous effect on task-related behaviors or overall performance and
even causes more innovation and tacit competencies. This also improves technical abilities, strategic
knowledge, and facilitates the maintenance of consistency in overall performance (Cascio 2018).
Along with the increase in employee skills, the training concept is expected to be more flexible,
easy to understand, feasible anywhere, and consisted of several difficulty levels. A modular training
approach guided by microlearning increases training regularity and makes it easier for employees
to follow (Kuhn et al. 2021). Staff training orientation focuses on intellectualization, professional
training shifts towards multiple abilities, while innovation skills are the key to continuous learning
(Liu & Liu 2020).
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OJT is one of the various training methods aiming to increase employees’ competency in specific
jobs by providing necessary experience in the actual environment. It is generated based on the
essential idea that employees work effectively once they are equipped with how to use tools,
machines, documents, and equipment, as well as the knowledge needed daily (Noe & Kodwani
2018). The recent study by Hadziroh et al. (2020) stated that managers’ support has a stronger
influence on OJT effectiveness.

In PT Petrokimia Gresik, more than 10 OJT mentors complained about the lack of competency
mastery from its participants and decreasing quality of the program. The COVID-19 pandemic,
along with the implementation of Work From Home regulation for all employees in early 2020,
increased mentors’ hurdle to carry out routine work monitoring and guidance of employees.

3 METHOD

3.1 Data collection

Every OJT participant was offered a Learning/Work Plan that had been previously prepared by
their respective mentor (Field Supervisors) in Microsoft Excel format. To obtain initial data, ques-
tionnaires about the management of OJT implementation at Petrokimia Gresik were provided to the
participants. The survey of all the 58 subjects in 2019 concluded that up to 47% were dissatisfied
with the management. Furthermore, almost half did not receive a work plan from their supervisor
and were not monitored during the training. They did not obtain periodic evaluations or recognition
for performing extracurricular jobs.

Target is defined according to SMART (Specific, Measurable, Achievable, Realistic, and Time-
Bound) rules, consequently, supervisors aim to increase OJT participants’ satisfaction from 53%
to 90% with the Mobile Apps-Based OJT Management System.

3.2 Problem identification
Using Fishbone Diagram, the following three root causes of problems were found:

1. There is no periodic evaluation of OJT participants, therefore, the gap in competency
achievement that arises during OJT implementation cannot be known.

2. Mentors do not know what participants have performed daily because of there is no daily
monitoring system.

3. Due to the absence of a digital Work Plan system, the previously created work plan is not
conveyed to participants.

3.3 Solution

Considering the root cause and literature review, Digital-based OJT management applications were
designed with 3 main features, namely lesson plan, daily activities monitoring system, and periodic
competency achievement evaluation. The applications were developed as follow:

1. Pre Developing Apps
First, supervisors created a Lesson Plan template by Ms. Excel, which includes competency
schemes, competency units, learning activities, outputs, and schedules. Afterward, User Roles
i.e. admin, mentor, and participants were defined for OJT Apps. A flow chart of OJT applications
concept was prepared, followed by an evaluation of the expected menus, such as employee
scheduling, lesson plan, daily report, placement, quiz, employee assessment and activity, as
well as stories. Then, a mockup of the display was conducted through the Mockplus application.
2. Developing applications
To develop applications, the supervisors coordinated with its developers. Afterwards, they
monitored and evaluated the application development as well as coordinated Progress Reports
regularly. Since these applications were to be used for all employees, synchronization with the
Human resource database and IT team was performed.
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3. Application Soft Launch
Before launch, internal evaluation and socialization between the application developers as well
as the training and development team were carried out. Afterward, the User Acceptance Test was
conducted for all the field mentors and current OJT Participants. The application developers
then fixed bugs and added priority features based on the previous UAT implementation.

4. Application Go-Live
First, the Admin inputted data into the applications which included mentors and participants’
names, plus OJT timeline. Second, End User Training was implemented for Field Mentors
and OJT Participants. OJT applications went live on June 19th, 2020 for 58 Prospective New
Employees.

4 RESULT

After implementation, a survey was conducted on all 58 OJT participants who used the applica-
tion. User satisfaction increased by 47.7% and mentors appreciated these applications with zero

complaints.
Table 1. Questionnaires answer after the implementation of OJT applications.
YES Answer

No Question Before After Increase

1 Before using OJT applications, have you seen the Work Plan 51.7% 100% 48.3%
prepared by Supervisor?

2 Before using OJT applications, did your supervisor ever explain 70% 91.7% 21.7%
your Work Plan before?

3 Before using OJT applications, was your Work plan monitored 43.3% 93.3% 50%
by OJT Supervisor and PIC in the Training and Education?

4 Before using OJT applications, did your PIC of Training conduct 43.3% 88.3% 45%
periodic evaluations concerning the realization of Work Plan?

5 Before using OJT applications, is there a place to accommodate 26.7% 100% 73.3%
your activities, both inside and outside the company?
AVERAGE 47% 94.66% 47.66%

Impacts were also measured by QCDSEM, leading to a conclusion that the applications imple-
mentation significantly increases OJT programs quality, reduces administration time, and increases
user satisfaction by both employees and mentors.

Table 2. Impacts measured by QCDSEM (Quality, Cost, Delivery, Safety, Environment, and Moral Aspect).

ASPECT BEFORE AFTER

Quality  47% of prospective employees feel they do not  94.66% of prospective employees are satisfied
know Work Plan, and there is an absence of its ~ with their OJT activities.
explanation, monitoring of activities, periodic In October 2020, a Competency Test was con-
evaluation, and forum for activity. ducted for OJT participants, and 100% was

declared competent

Delivery A long time is required to compile and recapit- Quicker build time by 98.7%:
ulate Work Plan: a. 2 hours to prepare Work Plan
a. 2 weeks to develop a Work plan b. 1 hour for Work Plan recapitulation and
b. 2 weeks for work plan recapitulation and correction
correction

Safety OJT needs to be performed offline in the field OJT can be performed online in the pandemic
for effectiveness. era and still be effective.

Moral 56.7% of OJT participants feel they are not Only 11.7% feel not being monitored optimally

being monitored optimally
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Because OJT applications can fulfill the expected target, they are also applied to other training
programs that involved both internal and external stakeholders.

Table 3. Number of Users in November 2021.

PROGRAM No. of User
On-the-job Training 171
Stakeholder: Internal Vice President

PMMB Internship (certified student internship program) 101
Stakeholder: Ministry of Industry

MBKM Internship (independent student internship program) 98
Stakeholder: Ministry of Education

Industrial Vocational Internship (Diploma 1) 40

Stakeholder: Partner Universities

TOTAL 410

5 CONCLUSIONS

The pandemic era causes difficulty to plan, implement, and monitor training in companies. On
the other hand, it has forced companies to digitalize in managing their human resources. In PT
Petrokimia Gresik, training programs digitalization using applications is proven to increase user
satisfaction from 47% to 94.5%, accelerate Work Plan creation by 98.7%, and augment the accuracy
of OJT Work Plan filling and monitoring. The applications’ effectiveness is also proven because
100% of participants were declared competent after assessment. This means the usage is not limited
to OJT only, but can be carried out in general training. Therefore, since November 2021, 410 PT
Petrokimia Gresik users have benefited from this program.

REFERENCES

Cascio, W., 2019. Managing Human Resources: 11th Edition. New York: McGraw-Hill.

Hadziroh, et al. The Influence of Individual Characteristics, Training Content and Manager Support on On-the-
Job Training Effectiveness. 2020. Journal of Asian Finance, Economics and Business Vol 7 No 11 (2020)
499-506.

Kavanagh, M. and Johnson, R.D., 2018. Human Resource Information Systems: Basics, Applications, and
Future Directions. New York: Sage Publishing.

Kolibacova, G. 2014. The Relationship between Competency and Performance. Acta Universitatis Agriculturae
et Silviculturae Mendelianae Brunensis, 62(6): 1315-1327.

Kuhn, C. and Lucke, D. 2018. Supporting the Digital Transformation: A Low-Threshold Approach for Man-
ufacturing Related Higher Education and Employee Training. 54th CIRP Conference on Manufacturing
Systems, pg 647-652.

Liu, C, and Liu, X. 2020. Employee Training System of Manufacturing Enterprises for Implementing Industry
4.0. Journal of Physics: Conference Series.

Noe, R.A., & Kodwani, A. D. 2018. Employee Training and Development (7th ed.). Boston, MA: McGraw-Hill
Education.

Petrokimia Gresik. 2020. Pedoman Manajemen Talenta Petrokimia Gresik (PD-02-0034).

Sutrisno, E. (2015). Budaya Organisasi. Jakarta: Prenadamedia Group.

251



Contemporary Research on Management and Business — Siska Noviaristanti
© 2022 The Authors, ISBN: 978-1-032-28259-6
Open Access: www.taylorfrancis.com, CC BY-NC-ND 4.0 license

Analysis acceptance and use of CeLOE learning management system
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ABSTRACT: Telkom University plans to become a university that plays an active role in the
industrial revolution 4.0 in the field of education by creating the CeLOE e-Learning program.
Learning Management System (LMS) is one of the e-Learning platforms developed by CeLOE.
LMS was applied to the entire academic community starting the 2020/2021 academic year and was
accelerated due to the COVID-19 pandemic. This study aims to analyze the factors that influence
the LMS of Telkom University in the learning media platform. This study uses the TAM, UTAUT
and Delone-McLean model. Based on litelature review, TAM and UTAUT can predict intention to
use. Variable Perceived Usefulness (PU) developed by TAM and variables Performance Expectancy
(PE), Effort Expectancy (EE), and Social Influence (SI) by UTAUT model that significantly pre-
dict intention to use. Delone-McLean is mode for assessing Information System Success. Based
on the conceptual models developed by Delone-McLean using three variables, which are Informa-
tion Quality, System Quality, and Service Quality. The variables of TAM and UTAUT model are
integrated into Delone-McLean model. The data collection method that will be used in this study
is quantitative method with respondents of LMS users as lecturers, student and CeLOE system
managers at Telkom University.

Keywords: Delone-McLean, e-learning, Learning Management System, UTAUT.

1 INTRODUCTION

The combination of direct learning and online learning has become a viral thing in today’s college
institutions, one of which is at Telkom University. One of the applications of information and
communication technology is CeLOE (Center for e-Learning and Open Education) which is a
web-based e-Learning service platform used by students and teachers to obtain information about
e-Learning at Telkom University. The Learning Management System (LMS) is a subsystem of
CeLOE, an online learning platform for regular study programs and distance education study
programs (PJJ) at Telkom University.

Information and three points become CeLOE core programs, namely Learner Excellence,
Teacher Excellence, and International Excellence. Learner Excellence is done through learning
changes following the needs of students, Teacher Excellence is done through changes in learning
delivery, and Institutional Excellence is done through changes in education planning and man-
agement. Telkom University e-learning was originally named i-Caring (IT Telkom Collaborating
i-Gracias and e-Learning) in 2013, changed to e-Learning IDEA in 2015, and changed back to
CeLOE Learning Management System (LMS) in December 2019 with a development period of
two years, namely in February 2018 - December 2019. LMS itself was initially only ready for use
in early 2020 for the PJJ program for Graduate students with initial help in early 2020 and targeted
as many as 300 users for testing. The development of e-Learning itself experienced some obstacles
in developing content contained in LMS.

This research was made to find out the factors that influence the continued interest of LMS users
in using CeLOE learning management system (LMS) at Telkom University using TAM, UTAUT
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theory and Delone and McLean models. TAM theory is used to analyze the users confidence,
UTAUT theory is used to analyze how designs are received in technology in an organization, while
the Delone and McLean models are used to analyze systems.

2 LITERATURE REVIEW

2.1 E-Learning Platform

According to Piotrowski (2010: 21), “E-learning platform features typically include access
to course content and ratings, communication and collaboration tools for students, and course
management and rating capabilities for teachers. IGI Global has several features in its e-learning
platform, including B. A learning management system “LMS” facilitates systems learning on
specific topics. Schools, colleges, and universities use e-learning platforms to consider their
benefits for delivering electronic content, personalized learning planning, communication tools,
and management tools, including progress trackers, scheduling, attendance, and several other
administrations (Desfiana et al. 2018).

2.2 Unified Theory of Acceptance and Use of Technology (UTAUT)

UTAUT is a concept of the reputation of the state-of-the-art generation first advanced via way
of means of Venkatesh et al. (2003) as a model developed from several theories that combine
eight models into one. The UTAUT version advanced with four middle constructs: performance
expectancy, efforts expectancy, social influence, and supportive conditions (Facilitating condi-
tions). In addition to the four constructs, there are four moderators, specifically gender, age,
experience, and person volunteers. This concept is defined via way of means of the tendency to
behave (behavioral intention) and person behavior (Venkatesh et al. 2003 in Indrawati 2017: 32).
According to Venkatesh et al. (2003) in Indrawati (2017: 33), the ensuing UTAUT version formu-
lated four elements that gave device reputation and utilization with four significant moderators that
affect every other.

2.3 Delone-McLean Model

In 2003, Delone and McLean again used and improved the previous D&M IS Success. In the
D&M IS Success Model, there are several changes: Service Quality, Intention to Use, and the
merger of Individual Impact with Organizational Impact into Net Benefit. Here is an independent
variable according to Delone and McLean (2003): Information quality is the quality of information
that measures the quality of the output of an information system, i.e., the quality produced by
information systems, especially in the form of reports. System quality is the quality of the system
of information system itself and the quality of the desired information characteristics of the product.
Indicators are necessary because system quality is a latent variable that cannot be measured directly.
Service quality is a response reaction obtained from information system developers in the form of
personnel support to fulfill expectations and solution providers to user constraints. According to
Delone and McLean, Service Quality has three indicators: responsiveness, assurance, and Empathy.

3 RESEARCH FRAMEWORK

The framework used in this study refers to research conducted by the Delone and McLean models
(2003), i.e., the D&M IS Success research model. In this study, the researchers selected the variables
Information Quality (IQ), System Quality (SQ), and Service Quality (SQ). References from these
two research frameworks refer to research conducted by Dafis (1989) and researchers selecting PU
variables, Venkatesh et al. (2003) and the researchers selecting variables PE, EE, and SI based on
mardiana et al. 2015 research to measure the success of Delone and McLean information systems
on technology acceptance.
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4 RESEARCH METHODOLOGY

Not all TAM and UTAUT are included in this framework because not all variables are good pre-
dictors. The results of this framework are a result of previous research, Mardiana et al. (2015).
Perceived Usefulness is used because it refers to how one can trust an LMS application. Perfor-
mance Expectancy is the level of user confidence in using LMS applications. Effort Expectancy
is used to measure the level of convenience provided in applications. Social Influence is used to
determine how much users should use LMS applications and whether they are influenced by people
around them who they think are essential. Information quality is used to measure the level of trust
given in the use of LMS, which shows that user satisfaction can be achieved. System quality is
used to see how quality the system refers to the performance of the system during the process. So
that it can achieve user goals and cause user satisfaction with LMS applications. Service Quality is
used to see the size of service support in information system development if LMS users experience
constraints in their use.

5 RESULT AND CONCLUSION
To test the study hypothesis, researchers collected respondents using probability sampling because

the number of populations is known to be proportionally stratified random sampling for the
proportion of respondents. There were a total of 400 respondents to complete the survey.

Table 1. Assesment of convergent validity.

Composite  Cronbach

Construct  Reliability ~ Alpha AVE EE 1Q IU NB PE PU SI SQ SV US
EE .94 .92 .82 .90

1Q .94 92 12 .66 .85

U .92 .87 .80 57 .68 .89

NB .95 .93 79 S5 075 73 .89

PE .89 .84 .68 61 75 64 73 .82

PU .92 .89 .69 S6 .70 63 72 85 .83

SI .88 .81 .88 52 66 58 60 .64 59 .84

SQ .89 .85 .89 72 8 71 75 69 .69 .61 .76

SV 92 .89 .92 57 69 65 71 65 65 55 .76 .84
us 94 91 .94 60 73 70 84 70 72 52 78 .73 .92

In Table 1 results, the reliability of the composite is about 88 to 95, Cronbach is about 81 to 93,
and AVE 68 to 94. All items exceed latent 0.7 and AVE 0.5. These results show that who achieved
reliability and validity.

Table 2. Summary tests.

Relationships Path Coefficients T-Values Decision
EE—IU 0.055 1.026 Not Accepted
IQ—IU 0.074 1.037 Not Accepted
1Q—US 0.024 0.402 Not Accepted
NB—IU 0,256 3.071 Accepted
NB—US 0.524 8.767 Accepted
PE—IU —-0.020 0.259 Not Accepted
PU—IU 0.067 1.010 Not Accepted
SI—IU 0,111 2.475 Accepted
(Continued)
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Table 2. Continued.

Relationships Path Coefficients T-Values Decision
SQ—IU 0,160 1.916 Accepted
SQ—US 0,268 3.897 Accepted
SV—IU 0,081 1.368 Accepted
SV—US 0,128 1.663 Accepted

In Table 2, not all variables affect Intention to Use and User Satisfaction. The results showed
that the System Quality and Net Benefit variables greatly affected User Satisfaction at a significant
value p <0.001.
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ABSTRACT: Agriculture has made a significant contribution to the economy of Indonesia. One
of the developed agriculture segments is organic farming. Based on the 2016 Indonesian organic
agriculture data issued by the Indonesian Organic Alliance (AOI), the certified organic agricultural
area in Indonesia in 2015 was 79,833 ha (30.57% of the total organic area of 261,147 ha). For this
reason, this study is aimed at determining the behavior of organic fertilizer use. The study samples
are 216 organic farmers in West Java, Central Java, East Java, and Bali. This is a descriptive study
and the data were collected using questionnaires. Based on the results, most organic farmers use
homemade organic fertilizer (59%) and some of them use manure (37%). In addition, the majority
of organic farmers cultivate food and horticulture commodities (44%). Based on the results, it
can be concluded that the majority of organic farmers still rely on homemade organic fertilizers.
Therefore, the government and industry are required to improve the fertilizer technology for organic
agriculture.

Keywords: agriculture, behavior, fertilizer, manure, organic

1 INTRODUCTION

Agriculture has made a significant contribution to the structure of the economy in Indonesia during
the pandemic. Based on the data from the Central Statistics Agency (BPS, Badan Pusat Statistik),
GDP growth in the agricultural sector in 2020 was 1.75%, while other sectors were declining. The
growth was influenced by the increase in the agricultural production index in 2020 by 5.12 compared
to 2019, which was 162.43, and 167.55 in 2020. The production index increase was influenced
by the increase in horticulture, plantations, and farms. In addition to conventional agricultural
cultivation systems, organic farming systems are also implemented in Indonesian agriculture. An
organic farming system is holistic agricultural production management to improve and develop the
health of agroecosystems, including biodiversity, biological cycles, and soil biological activities.
Organic farming emphasizes the application of management practices that prioritize the use of waste
inputs of cultivation activities on the land, taking into account the adaptability to local conditions.
Compared to other countries, Indonesia is ranked 21st as a nation with an area of 0.05 million
hectares of organic farming land. Based on the 2016 Indonesian organic agriculture data issued by
the Indonesian Organic Alliance (AOI), the certified organic agricultural area in Indonesia in 2015
was 79,833 ha (30.57% of the total organic area of 261,147 ha).

The area of certified organic land is divided into four types. It is divided into a land that has
been managed organically (69,009 ha), land under conversion (236 ha), land for harvesting wild
products (9,268 ha), and aquaculture (1,320 ha). The largest organic agricultural land area is coffee
plantations with an area of 46,200 ha. Meanwhile, the land area for rice plants using an organic
farming system is 1,753 ha. East Java has an area of organic rice farming spread across several
regencies, such as Jombang (70 ha), Banyuwangi (56 ha), Mojokerto (49 ha), Tulung Agung (20 ha),
Sidoarjo (10 ha), Pasuruan (5 ha), and Trenggalek (3 ha). Taking these examples into account, it can
be seen that the organic farming system in Indonesia is well developed. This finding also represents
public awareness of agriculture that supports a healthy, sustainable life and environment. However,
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the organic farming system in Indonesia does not receive fertilizer subsidies from the government.
The current subsidized organic fertilizers are prohibited to be used in organic farming. As a result,
organic farmers have to find other sources of nutrients to replace inorganic fertilizers such as
manure, compost, and permitted materials. The impact of the limited soil fertilizing materials that
can be used by organic farmers is fertilization habits that are different from conventional farmers.
Thus, this study is aimed at determining the fertilizer use behavior by organic farmers, especially
in Java and Bali.

2 LITERATURE REVIEW

According to Kotler and Keller (2016), consumer behavior is the study of how individuals, groups,
and organizations choose, buy, use, and how goods, services, ideas, or experiences satisfy their
needs and wants. Consumer buying behavior is influenced by cultural, social, and personal factors.
Cultural factors give the broadest and deepest influence. In this aspect, consumer behavior is
influenced by cultural class, subculture, and also social. In social factors, consumer behavior
is influenced by reference groups, family, and social roles and status. For the personal factors,
consumer behavior is influenced by age and stage in the buyer’s life cycle, occupation, economic
circumstances, personality, self-concept, lifestyle, and values.

Before buying, consumers need to decide which product to buy. The customer’s decision-making
process is one of the important aspects of marketing because it will influence whether they are
going to make a purchase or not. According to Purnomohadi et al. (2012), consumer decisions are
related to information and various factors influenced by their knowledge about the product. The
consumer’s decision process is influenced by three main factors, which are marketing activities,
individual differences, and environmental factors.

Consumer purchasing decisions are categorized based on their level of involvement (high or low)
and decision-making complexity. According to Assael (1995), consumer involvement in making
purchasing decisions will be high when it comes to products related to image, high prices, high
risk, emotional involvement, or social norms.

3 METHODOLOGY

The study employs a descriptive method in which the data was collected through questionnaires
given to farmers as samples. Therefore, the obtained data is considered to be primary data. The
samples used in this study were 216 organic farmers who were selected through data collection
from various media and organic certification bodies located in West Java, Central Java, East Java,
and Bali. The first stage is questionnaire preparation that has several questions about the study
parameters, especially regarding the fertilizer use behavior by organic farmers. The second stage is
determining the location that represents the area of the organic agricultural production center. After
determining the locations and respondents, the survey was conducted using face-to-face interviews
to obtain measurements of farmer behavior. After the survey, the data were analyzed. The third
stage, which is the data analysis process, includes data entry and the tabulation process and content
analysis using qualitative exploratory methods.

4 RESULTS

The survey covered 44 sub-districts from 4 provinces (Bali, East Java, Central Java, and West Java).
The respondents are 216 organic farmers. Of the total 216 respondents, 14.8% (32) respondents are
from Bali, 33.3% (72) respondents are from Central Java, 33.3% (72) respondents are from West
Java, and 18.5% (40) respondents are from East Java. The majority of the respondents are male
(87%) aged 46 — 55 years (38%) with a high school degree (48%).

It was found that most of the respondents are organic farmers with food (44%) and horticul-
ture (44%) commodities. Only a small proportion of them are organic farmers with plantation
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commodities (12%). Organic farmers are more likely to plant food and horticultural commodities
because the land requirement is relatively small, easier to maintain, and faster to harvest compared
to others.

Based on the results, the majority of organic farmers use homemade organic fertilizers (59%).
Most of the organic fertilizers are homemade, produced from manure (37%). In terms of regulation,
the majority of organic farmers already know the fertilizers that are prohibited to use organic farming
(59%). The difficulty of obtaining usable fertilizers has caused them to make fertilizers on their own.
Strict organic farming regulations prohibited chemical fertilizers such as NPK, Urea, SP-36, and
KCI to be used. Composts have been chosen as the main ingredient to replace chemical fertilizers
because they are environmentally friendly, abundant, relatively cheap, and easier to process.

It is also interesting to find that few organic farmers are still using chemical fertilizers (2%).
Their action is in contrast with the principle and regulations of organic farming. The fertilizer use
behavior is strongly influenced by the farmer’s habits. However, the developed culture or habit is
most likely to be dependent on the existing regulations. Therefore, a number of organic farmers
will neglect the regulations and possess a different habit.

5 CONCLUSION

It can be concluded that most organic farmers are making fertilizer on their own and some of them
choose to buy it. They can make fertilizers because of the availability of raw materials such as
manure. The study also found that fertilizer use behavior is varied in which most of them are using
manure and some of them are using chemical fertilizers.

Most organic farmers are aware of regulations of organic farming, especially concerning the type
of fertilizers prohibited in organic farming. This aspect seems to influence farmers’ fertilizer use
behavior. It is important to note that farmers’ knowledge about the governing regulations and the
availability of raw materials for making fertilizers are important in developing farmers’ fertilizer
use behavior. In addition, high school education level seems to influence organic farmers’ ability
to search and understand the technical information about fertilization. Thus, the farmers tend to
succumb to the culture or the behavior of their group.

This study also found several managerial implications that can be used by companies. First,
companies can employ this study as a basis for developing special fertilizer products for organic
farming. Second, companies can estimate the fertilizer requirement for organic farmers. Third,
companies can determine the segmentation, target, and positioning of the product to be developed
for organic farming. Fourth, companies can determine the selling price of the product to be devel-
oped based on the purchasing power of organic farmers and their behavior. Fifth, companies can
determine the potential areas for the sale of special fertilizer products for organic farming. Sixth,
companies can calculate the competitor products in the organic farming segment.

6 LIMITATIONS AND RECOMMENDATIONS FOR FUTURE STUDY

The convenience sampling method used in this study may potentially have a bias. Therefore, it
would be desirable to have a larger sample and use a random sampling method to reduce bias. A
statistical approach is also recommended for future studies to find relationships between existing
variables. For example, making a relationship between variables such as culture, regulation, and
information on purchasing decisions by organic farmers. In addition, the cross-sectional survey in
the data collection of this study can also be considered as a limitation because it does not capture
the changes in farmer behavior over time. After all, human behavior is dynamic. To address this
issue, panel data for future study is suggested to be able to comprehensively explore organic farmer
behavior more further. In addition, this study also only focuses on consumer behavior that does
not change the current agricultural practices. Thus, it will be more interesting for future studies to
explore the process of adopting advanced technologies in organic farming.
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ABSTRACT: This study aimed to obtain information regarding the community’s acceptance and
preferences for digital payments across Micro, Small and Medium Enterprises (MSMEs) in Kediri
through the comparison of individual preferences in the fashion and food sector. A qualitative
approach was used, which was based on direct interviews with MSME actors who had implemented
digital payments in their transactions. Additionally, this provided a broad overview of the benefits
and challenges associated with the implementation of digital payments, from the perspectives of
both sellers and buyers, while focusing on buyers’ preferences for digital payments. Lastly, the
implementation of digital payments was expected to grow significantly and provide solutions for
MSMEs to improve their performance and productivity, specifically during the pandemic.
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1 INTRODUCTION

There has been a cultural transformation in recent times, which has impacted changes in all aspects
of people’s lives. The community’s way of life and culture has been significantly influenced by
the widespread use of technology. The adoption of modern payment systems is one aspect that is
rapidly expanding, considering that people are gradually shifting from cash to non-cash transactions
(digital payments).

Indonesia is one of several countries that have been promoting the Cashless Society by initiating
a National Non-Cash Movement program (Gerakan Nasional Non-Tunai - GNNT) in 2014 to ensure
safety, ease, and efficiency of financial transactions. Furthermore, the Central Bank intends for
this movement to account for at least 25% of Indonesia’s population by 2024.

The use of non-cash transactions has been prevalent worldwide. However, its growth in Indonesia
is significantly lower than other Asian countries. According to Grab for Good’s Social Impact
Report 2018-2019, cashless transactions in Indonesia accounted for only 4% of total transactions,
following behind Vietnam and Singapore (source: katadata).

The factors associated with the limited use of digital payments in Indonesia include education,
cultural issues, low financial literacy index, and poor access to financial institutions. The financial
illiteracy of the majority of the public has also proved to be a major obstacle in the efforts to
promote the implementation of non-cash transactions in the community. Additionally, the COVID-
19 pandemic, which was first noticed in Indonesia in mid-March 2020, has significantly affected
the way people interact and make transactions. The rapid development of digitalization creates
opportunities and the potential for the financial services industry to develop innovations in the
payment system sector.

Bank Indonesia is in charge of the payment system and it promotes digital transformation by
expanding QR Code Indonesian Standard (QRIS) which was launched on August 17, 2019. It aimed
to acquire 12 million merchants by 2021, with the primary goal of promoting MSME merchants to
support the National Economic Recovery Program (PEN). However, the implementation of non-
cash transactions with QRIS was still relatively small. Consequently, a more detailed analysis was
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required to understand the community’s behavior, acceptance, and preferences in adopting digital
payments, particularly QRIS, and the impact of QRIS on the performance of MSMEs during the
pandemic.

2 LITERATURE REVIEW

2.1 Customer behavior

According to Schiffman and Kanuk, consumer behavior is the study of how consumers search
for, purchase, use, evaluate, and dispose of products and services that they expect to satisfy their
needs. Gerald Zaltman and Melanie Wallendorf stated that consumer behavior refers to the actions,
processes, and social relations carried out by individuals, groups, and organizations to obtain and
use a product based on experience and reviews of these products from other sources. Meanwhile,
Kottler proposed that consumer behavior is the study of consumers and their emotional, mental,
and behavioral responses to how they select, consume and dispose of products and services.

2.2 Digital Payment

Digital payment is the transfer of money or other forms of currency from one account to another
using technological methods, such as mobile wallets or mobile payment apps. Furthermore, it can
also be referred to as electronic payment, which consists of bank transfers, debit cards, credit cards,
and e-wallets, such as GoPay, Dana, ShopeePay, and LinkAja.

The adoption of QR codes is one of the latest digital payment innovations currently and concerned
as one of the most popular payment methods used worldwide, including in Indonesia. QRIS stands
for Indonesian Quick Response Code Standard, a National QR code standard, which was launched
on August 17,2019, by Bank Indonesia and the Indonesian Payment System Association (ASPI) to
facilitate QR code payments in Indonesia. It is the integration of various QR types from different
Payment System Service Providers, and was developed by the payment system industry along with
Bank Indonesia to ease, hasten, and secure digital transactions with QR codes. Consequently, all
Payment System Service Providers which adopt the QR Code Payment system are required to
implement QRIS.

3 METHODOLOGY

This study aimed to determine the trend of digital payment development in Indonesia, specifically
during the COVID-19 pandemic. This focused on the implementation of digital payments for
MSMEs, the challenges associated, and consumer behavior, specifically in Kediri.

Subsequently, both explanatory and descriptive analyses were conducted to obtain primary and
secondary data, respectively. The secondary data described the development of digital payment
implementation in Indonesia, including QRIS transaction volume, QRIS nominal transactions,
number of QRIS merchants, number of debit cards, and e-money. The data used in this study was
qualitative, which was obtained from Bank Indonesia through in-depth interviews with 6 MSMEs
in the fashion and food industry and analysed using descriptive analysis.

4 RESULT AND DISCUSSION

The analysis of this study shows that the growth of digital payment transactions in Indonesia is
on the rise. However, the use of debit cards continues to dominate, particularly with intra-bank
and inter-bank transfers, as well as nominal transactions, accounting for 51% and 92% of total
digital payment transactions, respectively. The majority of the public have a strong preference for
the transfer service product because they are quite familiar with this method of payment.
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The volume of transactions using QRIS digital payment increased significantly during the pan-
demic, even though the nominal transaction remained low. Also, QRIS was mostly used for payment
transactions with small nominal amounts or payment purposes to MSMEs at an average of IDR
62,677.00 per transaction. Following the launch of QRIS as an alternative payment method on
August 17, 2019, the number of merchants who presented QRIS to the public was 13.2 million,
with MSME merchants accounting for 94% of the total merchants. This was consistent with the pri-
mary goal of accelerating the use of QRIS, which was to promote the growth of MSME performance
during the pandemic through the use of safe, easy, and cheap digital payments.

The growth in the number of QRIS merchants was not proportional to the growth in the number of
nominal payment transactions in that year, with the merchant and transaction growth reaching 180%
and 166%, respectively. This indicated that the public’s preference for using QRIS digital payment
products still needed to be strengthened. The highest level QRIS use was recorded in Jakarta, at
6.80 transactions per merchant, while East Java, the second-largest city in Java, only recorded an
average of 3.79 transactions per merchant. Furthermore, the five cities with the highest number of
merchants in East Java were Surabaya, Malang, Sidoarjo, Jember, and Kediri. The highest average
number of transactions per merchant in Surabaya, while the lowest was observed in Kediri at 5.27
and 1.94 transactions per merchant, respectively. Therefore, it was concluded that Kediri had the
lowest preference for using QRIS digital payment when compared to the other four major cities.

According to the results of qualitative data collection through in-depth interviews with MSMEs
actors in the fashion and food sub-sector in Kediri, the use of digital payments for MSME varies
depending on the industrial sub-sector. The consumer preferences for using digital payments are
already very high in the fashion industry sub-sector, accounting for more than 50% of total trans-
actions. The majority of individuals in the fashion industry commonly use online payment service
products such as the transfer method for large nominal payments and online transactions. How-
ever, small nominal transactions under 2 million, are made by depositing cash, and only a small
number of consumers select to use QRIS. Lastly, the consumer preferences for selecting QRIS in
transactions have begun to increase, but are still very limited.

Business actors in the food sub-sector stated that the majority of consumers preferred to pay
cash because the nominal transaction is relatively small. As stated earlier, the preference for digital
payments in the food sub-sector is not as high as the fashion sub-sector. Additionally, the preference
for digital payments through debit cards and transfers remains the favorite, while the use of QRIS
remains low. The barriers encountered when sellers offer alternative QRIS payments include:

The low level of consumer understanding concerning QRIS. The customers have already devel-
oped a mindset towards e-wallet products, that transactions can only be made for the same type of
e-wallet.

The lack of incentives for MSME actors to promote QRIS. There is small or no support from
sellers to educate consumers on the benefits of digital payments with e-wallet, specifically QRIS.

Payments of settlement or funds to sellers take a considerable amount of time before they enter
their accounts. This disrupts the main capital liquidity for micro and small business actors and
becomes a disincentive for MSME actors to support QRIS.

5 CONCLUSION

According to the results of this study, the preferences of MSME actors and consumers for the use
of digital payments have increased significantly and have had a positive effect on the productivity
of MSME:s since the pandemic. The use of a debit card, combined with bank transfers, is the most
widely used digital payment method among consumers. The use of QRIS remains less appealing
to consumers due to a severe lack of public understanding of the conveniences and benefits of
QRIS. Furthermore, several policy enhancements and program innovations are required to ensure
that payments are received instantly, and incentives are provided to business actors to make them
marketing agents for the expansion of digital payment instruments.
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ABSTRACT: The purpose of this study is to analyze the quality influence of pharmaceutical
service toward customer satisfaction at several pharmacies in Ngemplak District using 5 aspects,
namely pharmacy staff’s attitude, speed of service, provision of drug information and educa-
tion, drugs/pharmaceutical products availability, and pharmacy facilities. This is a descriptive
quantitative study with the purposive sampling method used to obtain data from 223 pharmacy
customers. The data collected were analyzed using the Multiple Linear Regression method with
IBM-SPSS version 20 software. The results showed that pharmacy staff’s attitude, speed of service,
drugs/pharmaceutical products availability, and pharmacy facilities positively and significantly
affect customer satisfaction. Meanwhile, the provision of drug information and education has no
significant effect on pharmacy customer satisfaction, which was validated qualitatively by the
triangulation method.

1 INTRODUCTION

Customer satisfaction is essential to keep a company operating and existing in a highly competitive
global market. One factor influencing customer satisfaction is service quality [1]. Ngemplak Dis-
trict, Boyolali Regency, experienced a significant rise in pharmacies by 25% from the end of 2020
(12) to October 2021(16) [2]. According to [3], the quality of pharmaceutical services consists
of 5 aspects, namely pharmacy staff’s attitude, speed of service, provision of drug information
and education, drugs/pharmaceutical products availability, and pharmacy facilities. [4] stated that
staff’s willingness to answer questions and provide solutions to customer complaints regarding
treatment in a friendly and agile manner is essential in every pharmaceutical company. Speed
of service is the rapid rate at which pharmacy staff prepares drugs/pharmaceutical products and
concoction/non-concoction recipes until they are given to customers. The standard rate of service
speed as contained in PMK number 73 of 2016 for concoction and non-concoction recipes is 15-30
minutes.

[5] and [3] reported that the provision of drug information and education plays a role in creating
customer safety and comfort in their treatment. According to [6], drugs/pharmaceutical products
with complete available variants make it easier for pharmacy staff to offer products and customers
to make decisions. [7] and [8] reported that well-designed and comfortable pharmacies with easy
access to services quickly attract customers. Of the 8 customers used to conduct a preliminary
survey, only 3 agreed that all pharmacies offered mini lab facilities. Secondly, all respondents
agreed that they would be happy assuming pharmacy staff was friendly, provided prompt service,
and communicative to their needs regarding varied medicines/pharmaceutical products. These
results are reinforced by [9] which showed that pharmacy staffs’ attitudes and speed of service
have a significant effect on customer satisfaction. Meanwhile, drugs availability in pharmacies
has no significant effect. According to [8], pharmacy facilities significantly influence customer
satisfaction. [3] also stated that from 5 aspects of pharmaceutical service quality, only pharmacy
staff attitude has an insignificant effect on customer satisfaction. Meanwhile, studies by [10] and
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[11] reported that drug information and education do not affect customer satisfaction. Therefore,
the above description can be made a study framework with the following 5 hypotheses:

H;: Pharmacy staff’s attitude has a positive and significant effect on customers satisfaction.
H,: Service speed has a positive and significant effect on customer satisfaction.

H;: Drug information and education providers positively and significantly affect customer
satisfaction.

Hjy: Drugs/pharmaceutical products availability has a positive and significant effect on customer
satisfaction.

Hs: Pharmacy facilities have a positive and significant effect on customer satisfaction.

Pharmacy Staff Attitudes

H;y l
H: Hs p . D
. . rovision Drug
Speed of Service  |™—a  Customer Satisfaction ] Information and Education

Drugs/Pharmaceutical
Products Availability

Pharmacy Facilities

Figure 1. Study framework.

2 METHOD

This is a quantitative descriptive study with the purposive sampling method used to collect data
from 250 respondents in all pharmacies in Ngemplak District. A total of 223 respondents were
included in the inclusion criteria and 27 in the exclusion. Pharmacy service quality and customer
satisfaction were measured using a Likert scale of 1-4, with all data collection instruments valid and
reliable. Data were processed using the SPSS IMB version 20 software for windows to determine
each variable’s descriptive and multiple linear regression tests. The feasibility test was conducted
using a coefficient of determination, model accuracy, and hypothesis tests.

3 RESULT AND DISCUSSION

Respondent profiles were grouped by gender, education level, and monthly income. The pharmacy
market segment is dominated by female customers (54.7%), those with income less than Rp.
2.000.000 (70%), and high school education graduates (35.4%). Descriptively, pharmacy customer
satisfaction is high even though all aspects of the pharmaceutical service quality variable are still
moderate. This shows that respondents’ answers to the quality of pharmaceutical services as a
whole are already high. Table 1 shows the results of multiple linear regressions with the coefficient
of determination value of 0.441, which means 44.1% of variations change in customer satisfaction
variables can be explained by 5 aspects. Meanwhile, 55% of the service quality variable is explained
by variables outside the model.

This study applied an accurate model with a probability value of 0.000. The variable qual-
ity of pharmaceutical services on aspects of pharmacy staff’s attitudes, speed of service,
drugs/pharmaceutical products availability and pharmacy facilities are positive and partially signif-
icant on customer satisfaction, as shown in Table 1. Pharmacy staff’s attitude, such as friendliness
[12] and ability to answer questions are used by customers for assessment [6]. In addition, good
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service is where customers do not have to waste significant time to get drugs. [13] stated that
complete drugs/pharmaceutical availability products can minimize the risk of prescription rejection.

Table 1. Multiple regression linear analysis results.

Description Coefisien tValue Sig.

o 5,551 5.446 0,000
Pharmacy Staff Attitude 0,119 2,022 0,044
Speed of Service 0,942 8,855 0,000
Provision Drug Information and Education 0,006 0,152 0,879
Drugs/Pharmaceutical Products Availability 0,249 3,363 0,001
Pharmacy Facilities 0,076 2,076 0,039

Adjusted R 0,441

F 36,057 Sig. 0,000

* Sourced from 2021 primary data, processed

The unavailability of drugs in pharmacies due to poor planning is one of the obstacles faced
by pharmacies, which decreases customer satisfaction and loyalty. [14] and [15] stated that the
convenience of customers in accessing pharmacy facilities, such as (1) cleanliness of parking areas
and waiting rooms, (2) close distance of counters from the waiting room, (3) tidiness of retail
storefronts and pharmacy room, and (4) operating hour facilities, pharmaceutical services, and
mini lab offerings increases customer satisfaction. The conveniences of a closed pharmacist room
make patients more flexible in consulting treatment. Therefore, the importance of completeness
pharmacy facilities is to facilitate customers to support the needs of pharmaceutical services. In
this study, partially provision drug information and education had a positive and insignificant effect
on pharmacy customer satisfaction (sig. 0.879).

A triangulation test was used to qualitatively confirm the results conducted by interviewing 5
pharmacy staff and 5 customers, which showed that staff rarely had information and drug education
because it depended on customers’ requests. A total of 3 customers agreed that they did not need
drugs information and education as opposed to 2 others. It can be concluded that although pharmacy
staff rarely conveyed drug information and education, customers’ response was quite good. [10]
defined the phenomenon as a form of the limited pharmacy staff providing drug information and
education services.

4 CONCLUSION

In conclusion, pharmacy staff’s attitude, speed of service, drugs/pharmaceutical products availabil-
ity, and pharmacy facilities significantly affect customer satisfaction in Ngemplak District, Boyolali
Regency. However, this is opposed in providing information and education on drugs. Therefore, to
improve the quality of pharmaceutical services at pharmacies, pharmacy staffs need to always be
proactive in various training about communication skills and knowledge. Further study needs to
be conducted on another aspect influencing quality pharmaceutical service, such as location and
drug prices for customer satisfaction.

REFERENCES
[1] Kotler & Keller. 2009. Manajemen Pemasaran,Edisi 13. Erlangga: Jakarta.

[2] Astuti, P. 2021. Workshop BIMTEK Kefarmasian 27 Oktober 2021. Dinas Kesehatan Bo—yolali;
Indonesia.

266



[3] Siahaan, S. M., Hakim, L., & Hariyanti, T. 2018. The Effect of the Quality of Pharmaceutical Service on
Outpatient Satisfaction of Amelia Hospital. Jurnal Aplikasi Manajemen, 16(1): 115-124.

[4] Adriani, R. M., Wahyuni, K. I., & Anindita, P. R. 2020. Pengaruh Pelayanan Kefarmasian Terhadap
Kepuasan Pasien Hipertensi Rawat Jalan di rumah Sakit Anwar Medika. Journal Of Pharmacy Science
And Technology, 2(1): 80-87.

[5] Putri, L. E., Dachriyanus, D., & Putri, N. T. 2018. Pengaruh Kualitas Pelayanan Kefarmasian terhadap
Kepuasan Pasien Rawat Inap RSUP Dr. M. Djamil Padang. Jurnal Optimasi Sistem Industri, 17(2):
152-157.

[6] Pratiwi, P, Muhtadi, A., & Surahman, E. 2016. Pengaruh Kualitas Pelayanan dan Kepuasan Pelanggan
Terhadap Niat Beli Obat di Depo Farmasi Anggrek RSUP Dr. Hasan Sadikin, Bandung. Jurnal Farmasi
Klinik Indonesia, 5(1): 47-55.

[7] Ahmad, A. M. K., Alghamdi, M. A. S., Alghamdi, S. A. S., Alsharqi, O. Z., & Al-Borie, H. M. 2016.
Factors Influencing Patient Satisfaction with Pharmacy Services: An Empirical Investigation at King
Fahd Armed Forces Hospital, Saudi Arabia. International Journal of Business and Management, 11(9):
272-280.

[8] Sa’adah, E., Hariyanto, T., & Rohman, F. 2015. Pengaruh Mutu Pelayanan Farmasi Terhadap Kepuasan
dan Loyalitas Pasien Rawat Jalan dengan Cara Bayar Tunai. Jurnal Aplikasi Manajemen (JAM), 13(1):
65-76.

[9] Khudair, I. F., & Raza, S. A. 2013. Measuring Patients’ Satisfaction with Pharmaceutical Services at a
Public Hospital in Qatar. International Journal of Health Care Quality Assurance, 26(5): 398—419.

[10] Megawati, Hariyanto, T., & Rachmi, A. T. 2016. Hubungan Dimensi Mutu Pelayanan Farmasi Rawat Jalan
dengan Kepuasan Pasien di RS Baptis Batu: Peran Kepesertaan Asuransi. Jurnal Aplikasi Manajemen,
14(1): 147-160.

[11] Utari, R., & Chan, A. 2018. Pengaruh Mutu Pelayanan Instalasi Farmasi Rumah Sakit Terhadap Tingkat
Kepuasan Pasien di Rumah Sakit Umum Daerah Dr. RM Djoelham Binjai. Journal of the Pharmasceutical
World, 2(2): 93-100.

[12] Pradipta, F. R., Nurhidayati, R., & Wening, N. 2019. Pengaruh Kualitas Pelayanan Terhadap Kepuasan
Konsumen Menggunakan Jasa Apotek Fitri Temanggung. Jurnal Manajemen, 9(2): 283-290.

[13] Utari, W. 2014. Pengaruh Kualitas Layanan, Harga, Varian Obat dan Fasilitas terhadap Kepuasan
Pelanggan Apotek Yakersuda Bangkalan. Jurnal NeO-Bis, 8(1): 112-125.

[14] Sulistyawati, N. L. M., Perdana, N., Maidin, A., Syafar, M., Amiruddin, R., & Jafar, N. 2011. Hubungan
Kualitas Pelayanan Farmasi Pasien Rawat Jalan Terhadap Kepuasan dan Keputusan Beli Ulang Obat IFRS
Jala Ammari Makassar. Fakultas Kesehatan Masyarakat UNHAS, Makassar, Indonesia.

[15] Arimbawa, E., Suarjana, K., & Wijaya, 1. P. G. 2014. Hubungan Pelayanan Kefarmasian dengan Kepuasan
Konsumen Menggunakan Jasa Apotik di Kota Denpasar. Public Health and Preventive Medicine Archive,
2(2): 153-15.

267



Contemporary Research on Management and Business — Siska Noviaristanti
© 2022 The Authors, ISBN: 978-1-032-28259-6
Open Access: www.taylorfrancis.com, CC BY-NC-ND 4.0 license

Impact of triple-A and supply chain orientation on financial
performance

Yulianti & Arviansyah

Universitas Indonesia, Jakarta, Indonesia

ABSTRACT: Lee (2004) proposed agility, adaptability, and alignment, constituting the triple-A,
as the concurrent vital elements of supply chains to achieve sustainable competitive advantage.
This study examines the impacts of triple-A and supply chain orientation on firms’ financial per-
formance. The model was tested with surveyed data from 116 supply chain specialists and managers
in Indonesia. Structural equation modeling using the partial least squares approach in SmartPLS
was utilized to conduct the analysis. The results reveal that only supply chain alignment has a
significant positive impact on financial performance; on the contrary, agility, adaptability, and
supply chain orientation do not significantly impact financial performance. The findings indicate
that firms need to focus on selected capabilities for improving their performance.

1 INTRODUCTION

Lee (2004) proposed that the best supply chain must be agile, adaptable, and aligned. Revisiting the
triple-A concept fifteen years later, Lee (2021) claimed that this AAA concept is still applicable;
however, the executives need a new focus considering the changes in the environments and natural
forces.

In the world of volatility, uncertainty, complexity, and ambiguity (VUCA), supply chains are
not only embedded in VUCA environments, but supply chains themselves are also increasingly
exhibiting VUCA features (Gao et al. 2021). Thus, they suggested that the triple-A framework
needs to be extended to help supply chains respond to the increasing shocks. A stream of research
has also begun empirically investigating the triple-A and their association with various types of
firm performance (Feizabadi et al. 2019a, b, 2021; Gligor et al. 2020; Whitten et al. 2012).

2 LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

2.1 Triple-A supply chain

Studied from the inside of leading firms, Lee (2004) concluded that the best supply chains are not
just fast and cost-effective but also agile, adaptable, and firms’ interests stay aligned concurrently.
Lee (2021) updated that the triple-A is still applicable but needs a new focus on super-agility,
architectural adaptability, and ecosystem alignment as environments and nature forces change.

A study by Whitten et al. (2012) revealed that triple-A positively impacts supply chain per-
formance; in turn, supply chain performance positively impacts both marketing and financial
performance. Feizabadi et al. (2019a) also showed that the triple-A has a direct and positive impact
on financial and market performance and agreed with Lee (2004) on the importance of developing
all three capabilities concurrently. In another perspective, rather than examining the relationship,
Gligor et al. (2020) adopted triple-A and firm’s strategic orientation (i.e. market orientation and
supply chain orientation) to examine what combinations of these five capabilities lead to the same
firm performance. They revealed four “recipes” that lead to the same superior firm performance,
which are: (1) agility, adaptability, alignment, and market orientation; (2) agility, alignment, market
orientation, and supply chain orientation; (3) alignment; and (4) supply chain orientation. These
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results indicated that firms do not necessarily have to develop capabilities across all triple-A com-
ponents concomitantly. More spotlighted, the third and fourth recipes contain only one component
to lead to the same outcome, i.e. the high level of firm performance.

Supply chain agility is the ability to quickly respond to short-term changes in demand or supply
(Lee 2004). Flexibility, visibility, demand management, information integration, process integra-
tion, speed, and supply management are seven antecedents of agility summarized from earlier
studies; then financial performance, operational performance, and relationship are three conse-
quences of agility (Feizabadi et al. 2019b). Inman et al. (2011) empirically linked agility to financial
performance, operational performance, and marketing performance. All three links have a positive
and significant impact. Furthermore, their alternative research model revealed that agility has a
significant impact on operational performance; operational performance does not directly impact
financial performance but is mediated by marketing performance.

Supply chain adaptability is the ability to adjust supply chain design to accommodate mar-
ket changes (Lee 2004). Flexibility, process integration, relationships, and visibility are four
antecedents of adaptability summarized from earlier studies; then, consumer value, innova-
tion, financial performance, and operational performance are four consequences of adaptability
(Feizabadi et al. 2019b). Three of four antecedents of adaptability are also the antecedents of agility.

Supply chain alignment is the ability to establish incentives for supply chain partners to improve
the performance of the entire chain (Lee 2004). Conflict management, environment uncertainty,
information integration, interdependence, power, process integration, quality and process man-
agement, relationships, socialization, strategy and goal integration, and supply management are
eleven antecedents of alignment summarized from earlier studies; then agility, customer value,
information integration, innovation, aggregate performance, financial performance, operational
performance, process integration, quality and process improvement, relationships, shareholder
value, and sustainability are twelve consequences of alignment (Feizabadi et al. 2019b).

Refer above, financial and operational performance are consequences of all AAA; while aggre-
gate performance is a consequence of only alignment. Inconsistent with measurement, many papers
used an aggregate measure, intermingling financial, operational, and market performance (Feiz-
abadi et al. 2019b). As a result, Mackelprang et al. (2014, as cited in Feizabadi et al. 2019b)
indicated that the ultimate performance impacts remain unclear. Concerning it, this study used
financial performance directly in the examination. Thus, the following hypotheses are proposed:

H;: Supply chain agility significantly has a positive impact on financial performance.
H,: Supply chain adaptability significantly has a positive impact on financial performance.
H;: Supply chain alignment significantly has a positive impact on financial performance.

2.2 Supply chain orientation (SCO)

Min and Mentzer (2004) proposed that a supply chain-oriented firm should possess the following
elements of relations with supply chain partners: trust (i.e. credibility and benevolence), commit-
ment, cooperative norms, organizational compatibility, and top management support. Refer to the
finding of Gligor et al. (2020), as discussed at point 2.1, the fourth recipe, SCO alone can also lead
to the same superior firm performance combined with all other five components examined in their
study: agility, adaptability, alignment, market orientation, and supply chain orientation. Thus, the
following hypothesis is proposed:

H4: Supply chain alignment significantly has a positive impact on financial performance.

3 RESEARCH METHODOLOGY

3.1 Data collection

Data were collected using an Internet survey from supply chain specialists and managers of Indone-
sian firms from October to November 2021. Final 116 samples were used from 342 responses after
removing 190 incomplete and 36 invalid position or repeated firms responses.
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The questionnaire consisted of respondent information and main research questions. Items of
agility were adopted from Gligor et al. (2013, as cited in Gligor et al. 2020); adaptability and
alignment were adopted from Feizabadi et al. (2019, as cited in Gligor et al. 2020); items of supply
chain orientation were adopted from Patel et al. (2013, as cited in Gligor et al. 2020); and items of
financial performance were adopted from Green & Inman (2005, as cited in Whitten et al. 2012).
These indicators used a seven-point Likert-type scale.

3.2 Data analysis strategy

Structural equation modeling with partial least squares (PLS-SEM) in SmartPLS was used for data
analysis. The outer model or measurement for reflective model assessment has four steps: indicator
reliability, internal consistency reliability, convergent validity, and discriminant validity (Hair et al.
2022). The inner or structural model analysis includes assessing collinearity issues, the structural
model’s significance and relevance, and model explanatory power.

4 RESULT

For the first measurement model assessment, indicator reliability is shown by the adequate values
of outer loading, i.e. >0.708. There was an alignment item (the second indicator) with outer loading
below the standard, i.e. 0.668. The item can be retained for outer loadings between 0.40 and 0.70 as
without removing it, the internal consistency, reliability, and convergent validity has already been
above the suggested threshold value (Hair et al. 2022). Another issue at the second step was internal
consistency reliability. The rho, of agility was 0.968, and financial performance was 0.977. These
values are >0.950 and not desirable because they are typically the result of semantically redundant
items. However, according to Becker (2018), one of the SmartPLS developers, high reliability is
generally desirable; and ensuring that questionnaire was clear and online survey minimizes surveyor
intervene, as conclusion these high rho, values were acceptable. The third step refers to the average
variance extracted (AVE) should be >0.50; the results are acceptable. For the discriminant validity
as the fourth step, Hair et al. (2022) recommended using the heterotrait-monotrait ratio (HTMT)
rather than the Fornell-Larcker criterion. Checked directly in SmartPLS, the HTMT was also
accepted since the values were <0.85.

Table 1. Statistical analysis of the measurement model.

Variable Cronbach’s Alpha rhoa Composite Reliability AVE

Agility 0.938 0.968 0.950 0.761
Adaptability 0.923 0.929 0.940 0.722
Alignment 0.844 0.855 0.882 0.557
Supply chain orientation 0.906 0.920 0.927 0.680
Financial performance 0.973 0.977 0.980 0.926

At the first step of the structural model, there was no collinearity issue (VIF were <5). In the
next step, assessing the path coefficient shows the direction of the relationship. The t-value shows
the significance with standard >1.65 at significance level 10%, >1.96 at significance level 5%, and
>2.57 at significance level 1% for the two-tailed test. Path coefficient for agility was negative but
close to zero, i.e. —0.007; another, using significance level 5%, the t-value for agility was 0.059 (not
>1.96) which means agility does not has a significant impact on financial performance; thus, H; is
rejected, other detail shown in Table 2. Adaptability and SCO have a positive impact on financial
performance but are not significant (t-values are not >1.96); thus, H, and Hy are rejected. Only
alignment positively impacts financial performance and is significant; thus, Hj is supported.

Refer the R?, the financial performance is 25.7% impacted by AAA and SCO. For comparison,
the R? shows the financial performance is 23.7% impacted by combined triple-A (all indicators of
AAA combined to 1 variable) and SCO, which lower impact or explanatory power.
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Table 2. Statistical analysis of the structural model.

Path VIF Path Coefficient  t-statistics p-values Significant Hypothesis
H; AG—FP 2359  -0.007 0.059 0.953 No Rejected
H; AD—FP 3.074 0.217 1.307 0.191 No Rejected
H;  AL—FP 1.914 0.299 2.795 0.005 Yes Supported
Hy SCO—FP 1.913 0.063 0.537 0.591 No Rejected

5 CONCLUSION

Only alignment significantly impacts financial performance; however, agility and adaptability do
not. These findings conflict with the concurrency of triple-A by Lee (2004, 2021); but support
findings that firms do not need to develop all triple-A concomitantly and better focus on selected
capabilities, e.g. considering limited resources (Feizabadi 2020; Gligor 2020). Another, SCO does
not significantly impact financial performance; this contradicts section 2.2, that SCO contributes
to competitive advantage even when triple-A capabilities are low (Gligor et al. 2020).

As a limitation of this study, future research can explore the research question in the context of
more specific markets/industries. The control variable is recommended for more effective exami-
nation, such as firms’ size, age, and stage. As an additional opportunity, Mackelprang et al. (2014,
as cited in Feizabadi et al. 2019b) denoted that the consequences of alignment are not consistent,
noting the strong presence of unknown moderators; more profound future research is needed.
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ABSTRACT: The ever-growing popularity of online transportation platforms proves that con-
sumers have personal experiences, which are the starting point for building brand equity in online
transportation brands. Given the prominence of online transportation platforms in society, this
study aims at analyzing the effect of brand experience on consumer-based brand equity (CBBE)
development. An online survey of 300 users of online transportation application services in Indone-
sia provided data of empirical testing. The results showed an indirect effect of brand experience on
consumer-based brand equity. In other words, the brand experience gave a fully mediated effect of
emotional brand attachment to build consumer-based brand equity. This study enriches the existing
literature on the factors that build brand equity and is expected to provide an overview of online
transportation companies to increase their brand equity and obtain information on developing
relationships between consumers and brands.

Keywords: Brand Experience, Consumer-based Brand Equity, Emotional Brand Attachment

1 INTRODUCTION

The ease of transportation services that we currently feel is one of the roles of rapid technological
advances. The emergence of online transportation services seems to be closing the distance from
one place to another more effectively and efficiently. The rapid development of technology indi-
cated by the widespread use of the internet and smartphones underlies the idea of creating online
transportation. This is because only by using a smartphone connected to the internet network, the
users can fulfill their wishes. The data compiled by Internet World Stats (2021) stated that active
internet users in Indonesia reach 77% of the total population of around 212.35 million users. This
condition also supports the emergence of online applications/platforms providing convenience in
mobility and daily activities, such as a ride-sourcing platform used by Transportation Network
Companies (TNC). The services offered by this platform are actively being used and attached
to some of the people’s daily activities. They can rely on online motorcycle taxi services, order
food, buy daily necessities, and send goods through an application on their smartphones. It is not
surprising that this convenience changes people behavior using this service.

In business competition, the brand is the attribute most viewed by consumers. A brand is the
identity of a product or service whose purpose is to differentiate it from other products or services
(Ramadayanti 2019). In addition to obtaining functional benefits, consumers also begin to choose
product brands based on the experience offered (Zarantonello & Schmitt 2010). In Indonesia, online
transportation consumers who have experience with particular brands encourage the formation of
emotional attachments to these online transportation brands. When emotional attachment level
attachment is higher, it can create a difference between the preferred brand and the alternative,
thereby increasing CBBE (Romaniuk & Sharp 2004). Thus, brand experience and consumers’
emotional attachment to a brand are considered important to measure consumer-based brand equity.
Therefore, researchers are interested in further exploring the relationship of brand experience
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in developing consumer-based brand equity in online transportation service brands in Indonesia
mediated by consumers’ emotional attachment variables.

2 LITERATUR REVIEW

According to (Kotler & Keller 2011), a brand refers to a name, term, sign, symbol, design, or
a combination thereof to identify the goods or services of one seller or group of sellers and to
differentiate them from those of competitors. From the company side, the brand serves as a focus
for consumer loyalty and because loyalty develops as an asset that guarantees future demand and
increased cash flow in the future (Loken et al. 2010).

Consumers are increasingly choosing brands based on the experience offered in addition to the
functional benefits of the product itself (Zarantonello & Schmitt 2010). Consumers’ brand expe-
riences are created by their awareness, emotions, and behavior during interactions with marketing
elements, such as goods, services, and brand space. Brakus et al. (2009) define brand experience
as the subjective and internal behavioral response of consumers evoked by the brand. Consuming
a brand is not just a matter of using products and services, but it is the starting point for consumers
to form brand loyalty, the highest concept in brand equity. It is the fruit of all the experiences
associated with buying a brand.

In consumer behavior, consumers develop emotional attachments to marketable entities. Another
theory suggests that emotional attachment to an object is a natural relationship between the indi-
vidual and the object (Slater 2001). There is a three-dimensional conceptualization, including
affection, connection and passion (Thomson et al. 2005).

In developing a CBBE, a brand must be able to satisfy and fulfill the needs and desires of
consumers and provide the experience that consumers have expected because this can sustain the
relationship (Sweeney & Swait 2008). Yoo and Donthu (2001) empirically proposed CBBE in
three dimensions — brand awareness, perceived quality and brand loyalty. Credibility is related to
the quality of brand signals (unobserved) to consumers, thereby increasing consumers’ subjective
judgments or perceptions of quality. Thus, brands that are considered credible tend to be perceived as
having higher quality. Therefore, brand credibility is essential to create long-term relationships with
consumers because loyalty is often built on trust and continuously meets consumer expectations
(Back et al. 2010; Erdem & Swait 2004).

3 METHOD

This study employs quantitative research with a survey method, with descriptive research purposes.
The characteristics of the respondents were Indonesian citizens with an age range of 17 to 50 years
and have used online transportation services, both ride-hailing servce and orders for food and other
goods and services. Questionnaires were distributed to 300 respondents who have used online
transportation services in Indonesia. The data analysis technique used descriptive analysis, which
is used to interpret the data obtained from the respondents by collecting, compiling and classifying
the data in order to know the relationship between the variables raised. Primary data processing in
this study used the Structural Equation Modeling method. (SEM) based on Partial Least Square
(PLS), through two tests, namely the measurement model (outer model) and structural model (inner
model).

4 RESULT AND ANALYSIS

Data collection with questionnaires was carried out for 21 days starting from 13 October 2021
to 3 November 2021. Through this data collection, there were 300 respondents who participated
in filling out the research questionnaire, dominated by female respondents with an age range of
20-30 years, majority of them worked as employees and students with the number of transactions
on online transportation applications as much as 15-20 times in one month.
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4.1 Measurement model (Outer Model)

The measurement model consists of convergent validity, discriminant validity, composite reliability,
and Cronbach’s Alpha. The results on the outer model indicated that all indicators had the values
of outer loading 0.7, meaning that in general, all items were in accordance with their groups in
the EFA test on the AVE value and composite reliability, so that these items were used for testing
the main test. For the AVE calculation in this study, all latent variables had an AVE value > 0.5 so
that they fulfilled convergent validity. To test construct validity, discriminant validity testing also
needed to be done in addition to AVE to see that the attachment between indicators or dimensions
in the construct is higher than other constructs. The discriminant validity test can be seen from the
square root value of AVE. According to Hair et al. (2019), the evaluation of discriminant validity
was used to measure the extent to which a construct is different from other constructs in empirical
standards. The criterion of Fornell-Larcker compared the square root of the AVE value with the
correlation of the latent variables in this study. Based on the test results, it is known that the AVE
root value is higher than the correlation between constructs, so it concluded that the construct
had good discriminant validity. In addition to the validity test, a construct reliability test was also
carried out by measuring two criteria, namely composite reliability and Cronbach’s Alpha. A latent
variable must have a Cronbach’s Alpha value above 0.7 or composite reliability greater than 0.7
to meet reliability. From the tests conducted, all constructs had Cronbach’s Alpha and Composite
Reliability values above 0.7, meaning that all constructs are reliable.

4.2 Structural model (Inner Model)

After testing the measurement model, this study then analyzed the structural model (inner model).
The measurement parameters used to measure the structural model consisted of p-value, t-value,
and coefficient of determination (R2). The test of the model’s feasibility analysis or goodness of
fit was carried out to see whether the model used in this study was feasible or not to be studied by
looking at the results of R2 with guidelines of 0.75 (substantial), 0.50 (moderate), and 0.25 (weak).
The test results show that the highest R2 value of the Consumer-Based Brand Equity variable was
moderate because it had a value of 0.715. Furthermore, the R2 value in other variables was weak
because it had a value of below 0.5. Hypothesis testing was done by looking at the value of the
t-value on each path coefficient in order to determine the value of the direct effect given in this
study. Subsequently it was carried out with the resampling bootstrapping technique. A hypothesis
was accepted if the t-value was above 1.65 at a significance level of 0.05. Based on direct testing,
all dimensional variables were directly significant to the latent variable

4.3 Analysis

This study shows that all hypotheses had a positive and significant effect where the t-value of each
variable was above 1.654. Thus, it indicated that brand experience is able to develop Source-Based
Brand Equity through the mediation of the Emotional Brand Attachment variable. Although there is
no direct test between Brand Experience and CBBE, Emotional Brand Attachment has a mediating
effect on all variables from t values = 3 to 5, or above t values of 1.645. These results indicate that a
general decision can be made that the variable is eligible to be a variable that mediates all variables
in Consumer-Based Brand Equity. These results are in line with previous studies that identified
the mediating role of brand personality (Brakus et al. 2009; Shamim et al. 2016; Zarantonello &
Schmitt 2010)The findings suggest that both concepts related to brands and customers have a role
in the contribution of brand experience to the formation of loyalty in building CBBE.

5 CONCLUSION

From all the tests, the results show the positive and significant effect of the variables of brand
experience, emotional brand attachment, brand credibility, and customer satisfaction on developing
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consumer-based brand equity. Notably, the mediating effect of emotional brand attachment shows
that it can develop consumer-based brand equity directly and directly on online transportation
applications in Indonesia. Based on research findings, both brand-related concepts and customers
have a role in non-brand contributions to the formation of loyalty in developing CBBE.
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ABSTRACT: As an industry which has been severely affected by the current pandemic, the
declining number of people who were infected by this so-called coronavirus has prompted the
Indonesian government to ease travel restrictions for travelers, thus enabling the Indonesian tourism
sector to recover. Therefore, this study was conducted with the purpose of understanding factors
which will eventually influence tourists’ intention to visit one of the most popular tourist destinations
in Indonesia, which is Riau Island. Using closed questionnaires with a 7-point Likert scale as the
measurement scale, these questionnaires were filled in by 400 respondents, of which 342 of them
were usable and valid for analysis. Implementing the PLS method using SmartPLS 3.3.3 software,
the authors find that perceived financial risk and destination image serve as significant factors that
could influence or determine people’s intention to visit Riau Island both directly and indirectly
through the existence of tourist satisfaction.

1 INTRODUCTION

Intention is one of the most significant variables in the concept of marketing, since it is the one
which drives individuals’ behavior. For example, when intention is strong enough to convince the
individual that a behavior must be performed, the intention would transform into the actual behavior.
The concept of visit intention serves as an important antecedent which could strongly determine
the fate of tourism companies. Therefore, it is no wonder that the concept has been intensively
studied to determine how intention could have an integral effect in the development of tourism
businesses.

This study has identified three main factors which could affect an individual’s intention to visit a
destination: perceived financial risk, destination image, and tourist satisfaction. Perceived financial
risk is consumers’ perception concerning whether or not visiting certain places will cause disadvan-
tages to them. Therefore, every tourism company should understand the importance of financial
risk and that various strategies are required to minimize it. Furthermore, destination image is the
visitors’ assessment concerning some tourist destination places based on the experiences that the
tourists had with regard to the places. Consumers tend to only visit places with a positive image.
Meanwhile, tourist satisfaction could also influence tourists’ intention to visit certain destinations,
since tourists will only visit places which could fulfil all of the expectations that they have. There-
fore, companies’ abilities to offer any kinds of experiences could affect how visitors think about
the place compared to other similar destination places, and more importantly, affect their intention
to visit (and ultimately revisit) the place.

While previous studies have underlined the importance of perceived financial risks (Dash 2020)
and destination image in affecting tourists’ intention to visit (Carballo et al. 2021), none of these
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studies attempted to assess the role of satisfaction which has been studied numerous times as an
important factor with regard to intention. Therefore, this study was conducted to fill this gap by
adding tourist satisfaction as the mediating variable and to assess the impact of tourist satisfaction
toward tourists’ intention to visit a destination in Indonesia.

2 LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

2.1 Perceived financial risk

Perceived financial risk is individuals’ perception concerning whether or not they could suffer from
any financial-related loss when visiting certain places due to the failures of these places to perform
as expected (Khandelwal et al. 2021).

2.2 Destination image

Destination image could be understood as tourists’ assessment about the overall quality and state
of a place based on their perceptions and other information regarding the place (Wilson 2018).

2.3 Tourist satisfaction

Tourist satisfaction is how companies are able to fulfil the expectations that visitors have; it is so
important in ensuring that visitors will visit certain destinations within the realm of tourism because
dissatisfied tourists will be most likely to choose other locations (Al-Msallam 2020).

2.4 Visit intention

Visit intention can be defined as tourists’ willingness to visit a certain place (Wilson 2020). In
terms of understanding the concept of visit intention, researchers have underlined that intention
serves as an important antecedent of an individual’s behavior (Wang et al. 2018).

2.5 The impact of perceived financial risk toward tourist satisfaction and visit intention

Widyastuti et al. (2021) underlined the significant and negative impact that perceived financial
risk had toward individual’s intention in purchasing certain products. Similarly, Dash (2020) also
found that consumers’ intention to visit certain places will increase when they perceive that there
won’t be any kinds of risks which might cause them financial loss from the transactions. Based on
all of these previous findings, this study would like to propose the following hypotheses:

HI: Perceived financial risk had a significant impact on tourist satisfaction

H2: Perceived financial risk had a significant impact on visit intention

H3: Perceived financial risk had an indirect significant impact on visit intention through tourist
satisfaction

2.6 The impact of destination image toward tourist satisfaction and visit intention

A previous study by Carballo et al. (2021) showed that a tourist destination place which was viewed
positively by the public will attract stronger intention to visit the place compared to places which
were perceived negatively. Meanwhile, other studies by Cham et al. (2021) found the positive and
significant correlation between destination image and tourists’ satisfaction. Based on all of these
previous findings, this study would like to propose the following hypotheses:

H4: Destination image had a significant impact on tourist satisfaction

HS5: Destination image had a significant impact on visit intention

H6: Destination image had an indirect significant impact on visit intention through tourist
satisfaction
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2.7 The impact of tourist satisfaction toward visit intention

Numerous studies found that an individual’s intention to visit tends to increase if consumers’ satis-
faction toward the place is high (Chen & Wang 2019). Another study found the significant impact
of satisfaction toward intention to visit, in which, tourists tend to only visit certain destinations if
they felt that they’ll receive some satisfying experiences (Rasoolimanesh et al. 2021).
Based on all of these previous findings, this study would like to propose the following hypotheses:
H7: Destination image had a significant impact on tourist satisfaction

3 METHODOLOGY

This study was conducted by using a quantitative-survey method. The data was gathered by using
closed questionnaires which were virtually distributed to a total of 400 tourists who visited Riau
Island at least once in the past 3 years. The purposive sampling method was chosen to ensure that the
respondents satisfied the criteria. 58 surveys were omitted since they contained invalid responses.
A 7-point Likert scale was implemented to measure every response given by the respondents toward
a total of 18 indicators.

4 RESULTS AND ANALYSIS

A total of 342 surveys were analyzed by using PLS-SEM method with the help of SmartPLS 3.3.3.
When using PLS-SEM method, the outer model and the inner model assessment are required to be
performed in order to determine the validity and the reliability of all data.

4.1 Outer model assessment

Outer model assessment was conducted to ensure that the validity and reliability of the data were
achieved. There are several criteria for validity and reliability, which are the loadings of each
indicator and the AVE of each variable should be greater than 0.5, the composite reliability and
HTMT value of every variable should be greater than 0.7 and 0.85, and using the Fornell-Larcker
criterion, the correlation value between the same variable should exceed the correlation value
between a variable and the other variables. Based on the results of the assessment, all of the criteria
had been achieved. Hence, all of the data are considered valid and reliable.

4.2 Inner model assessment

The inner model assessment was conducted to determine whether each hypothesis was supported or
rejected. In accordance with the results of the path coefficient assessment presented on Table 1, it
could be concluded that the relationships between all variables were significant, since the p-values
are lower than 0.05. Hence, it could be concluded that all hypotheses have been supported.

4.3  Discussions

This study was conducted to assess the effect of perceived financial risk and destination image
toward tourists’ intention to visit Riau Island through the role of tourist satisfaction. This study
found that both variables significantly affect intention to visit Riau Island through the role of
satisfaction. Hence, it could be understood that the role of companies who are managing tourist
destination places in Riau Island play a crucial role in ensuring that tourists’ perception concerning
financial risks will be low. Furthermore, the companies’ ability to maintain the positive image can
also serve as a crucial aspect which could boost tourists’ confidence that all of these destination
places in Riau Island were good and enjoyable places to visit. In the end, the companies’ ability to
reduce any financially induced risks associated with visiting Riau Island and to maintain the image
of these tourist destination places in Riau Island will also enhance people’s satisfaction toward the
island, and thus the visitors’ satisfaction can form their intention to visit the island.
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Table 1. Hypotheses testing results.

Hypotheses p-value Conclusion
H1: Perceived financial risk had a significant impact on tourist 0.000 H1 Supported
satisfaction

H2: Perceived financial risk had a significant impact on visit intention 0.000 H2 Supported
H3: Perceived financial risk had an indirect significant impact on 0.014 H3 Supported
visit intention through tourist satisfaction

H4: Destination image had a significant impact on tourist satisfaction 0.000 H4 Supported
HS5: Destination image had a significant impact on visit intention 0.002 HS5 Supported
H6: Destination image had an indirect significant impact on visit 0.030 H6 Supported
intention through tourist satisfaction

H7: Tourist satisfaction had a significant impact on visit intention 0.000 H7 Supported

5 CONCLUSIONS, IMPLICATIONS AND SUGGESTIONS

5.1 Conclusions

This study concluded that perceived financial risk and destination image significantly affect sat-
isfaction and intention to visit destination places in Riau Island. Furthermore, tourist satisfaction
partially mediated the effects of perceived financial risk and destination image on visit intention.

5.2 Managerial implications

This study could be used as the basis for tourism companies in Riau Island to implement strategies
to reduce financial risks, such as ensuring the right amount of price for products offered. The
companies’ ability to run their business in a positive way could help the company in enhancing
their positive image; visitors prefer tourist destination places which perceived positively by the
public. Therefore, ensuring that the companies won’t do any negative things could boost people’s
positive perception toward the place, and such perception could further enhance their level of
satisfaction and further increase their intention to visit the island during their next vacation.

5.3 Limitations and directions for future research

Despite being conducted in a rigorous manner, several limitations still exist in this study. First
of all, since this study was conducted in Riau Island, the results may be difficult to generalize to
other destination places. Therefore, this study suggests other authors choose other destinations to
increase the variability of the results. Moreover, this study suggests future studies could utilize other
variables which could also significantly affect visitors’ intention to visit certain destination place.
Meanwhile, since most of the respondents in this study were Indonesians, authors would like to
suggest that future researchers expand the boundaries of the respondents by including respondents
from other nations to increase the variability of the respondents.
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ABSTRACT: Multigenerational travel is an increasing trend of family tourism across three age
groups, including grandparents, parents and children. This study examines the decision-making
process for multigenerational family travel to increase marketers’ understanding of the tourism
sector. A qualitative research method was used to conduct interviews with four Indonesian fam-
ilies that enjoyed family travel in the last five years. The results showed that there were several
considerations to make in regard to the first and third generation. Furthermore, it is essential to
consider mutual comfort for all the age groups involved when planning multigenerational travel.
Women were relatively more involved than men in planning travels with dominance at all stages.
Therefore, marketing strategies and messages need to be tailored to women.

Keywords: family travel; multigenerational travel; travel decision-making; family decision
making; consumer behavior.

1 INTRODUCTION

Vacations help families interact and socialize either at home or by traveling to tourist attractions.
Family travel refers to activities that involve getting away from one’s residence for more than a
day with children or parents (Schinzel et al. 2012). This has many benefits, including improving
communication and harmony among family members (Hallman & Benbow 2007; Larsen 2005).
Multigenerational travel is a popular family trip that involves three age groups, including grandpar-
ents, parents, and children (Lowry 2017; Yang et al. 2020). According to OECD (2008), large fam-
ilies living geographically apart have stronger multigenerational bonding developed through trips
with lasting memories. The baby boomers are recently becoming healthier and agile grandparents,
interested in spending quality time with their grandchildren (Schénzel & Yeoman 2015).

To evaluate and develop marketing strategies, stakeholders need to research and understand how
customers make visitation decisions (Swarbrooke & Horner 2007). Married couples and children in
family decision-making have attracted considerable interest from marketing and tourism research
(Decrop 2005). Previous research on family decision-making has focused heavily on the nuclear
family travels consisting of father, mother, and children (Schinzel & Yeoman 2015). Lowry (2017)
stated that multigenerational travel had continued to increase over the last few years. However,
research that explores multigenerational decision-making during family travel is limited (Yang
et al. 2020). Therefore, this study examines the multigenerational travel decision-making process
in Indonesian families. The results will also show the primary considerations when planning a
multigenerational trip and each member’s role in influencing the process.

2 LITERATURE REVIEW

2.1  Multigenerational travel

According to Schinzel et al. (2012), family travel refers to any activity that involves going away
from one’s residence with other members for more than a day. It provides an opportunity to increase
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bonding, fun, and togetherness (Hilbrecht et al. 2008). Travels conducted by non-traditional family
groups include grandparents/parents with grandchildren/children and extended family members
such as aunts and uncles (Schinzel et al. 2005). Multigenerational travel refers to a family trip
conducted across three different age groups such as grandparents, parents, and children. These
trips have attracted service providers’ attention due to changes in socio-demographics and travel
patterns, diverse family compositions with the scattered member.

2.2 Family travel decision-making

Tourist behavior model contains five comprehensive stages: need recognition, information seeking,
alternative evaluation, buying decisions, and post-buying behavior (Rosca 2017). Family decision-
making is a complex dynamic process influenced by joint and different roles (Ekasasi 2005). Family
members interact and influence each other such that one person can play a certain role or conduct the
entire decision-making process. The roles developed by Nanda et al. (2007); Schiffman etal. (2012);
Solomon (2018) are as follows: Initiator, the family member(s) who propose ideas or identifying
needs; Information Seekers, those who research the destinations, accommodations and transport;
Gatekeeper, individuals who become the main information seeker and control data flow about a
product or service to the family; /nfluencer, who influences the decision outcome; Decision-maker,
the family member who has formal or informal power to make the final buying decision; Buyer,
who purchases a particular product or service; an Assistant who prepares products for consumption;
and last isthe User, who consumes or directly experiences the products or services. According to
Solomon (2018), there are two basic types of buying decisions in the family, including consensual
and accommodative. Family members agree on the desired item in the consensual decision, but
there may be discussions or minor differences about the buying process. In the accommodative
buying decision, family members have different preferences or priorities unless individuals bargain,
coerce, compromise, Or use power to win.

3 METHODS

This study used a qualitative approach to develop an understanding of the multigenerational travel
decision-making process. A purposive sampling technique was used to determine the study infor-
mants, who were four Indonesian families that have conducted multigenerational travels consisting
of grandparents, parents, and children. The selected families must have traveled in the last five
years without involving non-nuclear members such as uncles and aunts. The required travel was a
non-business or family visitation for more than 3 days, where the family used commercial lodg-
ing facilities. Interviews were conducted with one key informant dominantly involved in planning
multigenerational travels in each family, specifically the second generation. The first and third
generations were also represented by one member from the whole group, making the total number
of participants to be six. Semi-structured interviews were conducted from August to September
2020, with each informant taking 30 minutes to 1.5 hours. Face-to-face interviews could only be
conducted with two informants due to the COVID-19 pandemic. The rest of the informants were
interviewed through video calls, while first-generation subjects used telephones. Each recording
was transcribed with the informant’s consent and attached to pseudonyms to protect identities.
Data was analyzed using qualitative content techniques, which reduces and summarizes obtained
information to conclude (Miles et al. 2014).

4 RESULTS AND DISCUSSIONS

Three themes emerged in relation to the considerations in planning multigenerational travel. First,
considerations that focused on the presence of the third generation or the grandchildren. The des-
tination choice was made in consideration of the baby’s age and the familiarity with the public
facilities of the visited destination. In addition, travel time also needed to be adjusted to their chil-
dren’s school holidays. Second, considerations that focused on the presence of the first generation
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or the grandparents. This includes the selection of destination, type of accommodation in which
they stayed, and activities during the trip by considering the grandparents’ health condition. One
informant stated that her family intentionally skipped many activities and made sure the schedule
was not too busy to avoid getting her parents extremely tired. The third theme was considera-
tions that focused on shared comfort between. This is more relevant when the informants traveled
overseas, one needs to consider direct planes with full service to ensure all family members are
comfortable.

Table 1. Coding-category-themes.

Informants Generated Codings Categories Emerging Themes
Family #1 baby-friendly destination; children-friendly The presence of the third
destination familiarity; destination; generation
children-friendly
transportation
road trip preference selection;

holiday length to adjust with
children’s age;
Family #2 night flight preference;

length of stay is subject to holiday time to adjust with
change children’s free time.
Family #4 travel time during children
school holiday
Family #4 find a safe destination for a visited destination to adjust The presence of the first
grandmother with a health with grandparents’ health generation
restriction. condition;
Family #2 time and destination’s crowd- travel schedule to adjust
edness with grandparent age.
flexible trip schedule
Family #3 less tight itinerary
Family #2 accommodation that caters comfort is the top priority
all family members when searching for the

accommodation for
grandparents’ needs.
Family #3 connecting room availability
quiet hotel location
hotel prices adjust with

grandmother’s budget
Family #2 direct flight without transit Comfortable transportation Mutual comfort
Family #4 travel was arranged by tour travel method depends on

operator the family size

The results also showed that the first stage of the multigenerational travel decision-making
process comes from women in the first and second generations. The desire to travel is related to a
wish to spend time with family and make grandparents happy. Eid and school holidays are often
chosen for vacations, and planning is conducted one to three months before the trip. Generally,
mothers conduct the second stage or seek information and evaluations, while online agencies book
accommodations and flights. Children have a role in the information-seeking process, but their
influence is limited in the final decision. Furthermore, every family has a different way of deciding
on atravel plan, but the overall decision cannot be separated from the mother. Grandparents who still
have an income are involved in funding and booking of various products. Lastly, travel satisfaction
evaluation shows that travelers are happy and could take another trip or recommend their friends’
services.
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5 CONCLUSION

Multigenerational travel is a trend of family tourism that has increased globally in the last
decade. This study examines the decision-making process for multigenerational family travel to
increase marketers’ understanding of the tourism sector. The results showed that the first and third
generations in multigenerational travel influence several considerations such as destination, accom-
modation, transportation selection, schedule arrangement, vacation time, and length. Since every
family has different issues, the considerations made are not similar. Generally, each family will
focus on the first or third generation and mutual comfort.

This study’s results provide several implications to be followed by tourism industry managers.
For instance, lodgings play an important role in multigenerational tourism travel. Therefore,
family-oriented lodgings could be good strategies for promotions in the industry. Such lodging
places include hotels, resorts, apartments, and villas that place for family gatherings. There are
no lodging places in Indonesia that conduct special promotions for the multigenerational family
segments. Promotions conducted by lodging places only focus on the appearance of rooms or
buildings intended for general audiences. Since the multigenerational travel trend is increasing
every year, companies could use this opportunity for accommodation establishments to target this
segment.

The results also show that women were more involved in planning multigenerational trips. This
implies that marketing strategies and messages should be tailored to women. The best marketing
strategy to attract female consumers is to provide discounts. Furthermore, since the desire for
multigenerational travel is linked to quality time and making grandparents happy, marketing mes-
sages can focus on family togetherness. For instance, adding grandparents in promotional materials
to show togetherness and happy moments with second and third generations could attract more
customers. Promotion can be conducted through several mediums such as social media, Facebook,
Instagram, or billboards. Lodging places should also be registered with online travel agencies
(OTAs) to make travel bookings easier and more convenient.
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ABSTRACT: This research comes from the existing phenomenon, that employee performance
has not been optimal due to the optimal motivation of research work carried out at R Syamsudin
Hospital, S.H. Sukabumi City. This is a hospital owned by the Sukabumi City Government that has
been established as a regional referral hospital in West Java, a hospital that serves health referrals
from various regions. The research uses a quantitative method with descriptive and verification
analysis, with the goal to find out the condition of work motivation and employee performance
and to find out the influence of work motivation on employee performance. The sample used
195 respondents, with a simple linear regression method. Results from quantitative methods,
using descriptive analysis, showed that the average work motivation of 3.81 showed good criteria,
employee performance with an average of 3.75 showed good criteria. The results of the verification
analysis show that there is a positive and significant influence between the work motivation variable
on employee performance with a determination coefficient value (R2) of 0.775 or 77.5%, and other
variables outside the model of 0.225 or 22.5%.

Keywords: Work Motivation, Employee Performance, RSUD R. Syamsudin, SH.

1 INTRODUCTION

Human resources as the main factor in making changes and developments with the support of
facilities and infrastructure from various sectors, one of which is in the field of health services.
RSUD R Syamsudin, S.H. Sukabumi City hospital is owned by the Sukabumi City Government and
has been established as a regional referral hospital in West Java to provide referral health services
from Sukabumi City, Sukabumi Regency, Cianjur Regency, Bogor Regency and Lebak Regency.
This determination brings its own consequences for the development of the hospital.

Along with the current development, the hospital can not only be managed by the local gov-
ernment alone. In carrying out its services the hospital requires a very large cost to pay for the
operation of its services, thus it requires a strategy so that the Hospital can compete and sur-
vive the current competition. In this case the Hospital is not only managed solely for social
purposes only, but is oriented to profit marking as well, because if it only relied on the budget
of the local government alone it would be difficult for hospitals to progress and develop. Along
with the development of the world of health that adapts to the current needs, every hospital is
required to provide complete services in accordance with patient expectations so that it needs
to always improve the quality of its services, including professional health and human resources
facilities.

In improving the quality of service, the hospital needs to encourage its employees to work better.
Employee work motivation as a determining factor in improving employee performance. The results
showed that the motivation of the employees of RSUD R. Syamsudin SH is still low, as can be seen
from the results of performance evaluations obtained over the last five years as follows:
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Table 1. Evaluation of the Performance of RSUD R. Syamsudin, SH.
Sukabumi City Period 2014-2018.

NO Year Number Predicate Information
1 2014 89.80 AA Healthy
2 2015 90.15 AA Healthy
3 2016 90.80 AA Healthy
4 2017 86.35 AA Healthy
5 2018 79.80 A Healthy

Source: RSUD R. Syamsudin, SH. Sukabumi City

Based on the data above from the results of the performance evaluation of Syamsudin Hospital,
SH. Sukabumi City, from 2014 to 2016, there was an increase with the predicate AA, while from
2016 to 2018, there was a significant decrease from 90.80 to 79.80. The factor that becomes a
decrease in performance is caused by decreased employee performance. This can be because work
motivation is still below average, with many employee delays in work hours and also other causative
factors. Mangkunegara (2017) performance is the performance of work or work results (output)
both the quality and quantity achieved by human resources unity period of time in carrying out their
work duties in accordance with the responsibilities given to him. Sherman Bohlander and Chruden
(Emron, Yohny, and Imas, 2016:167). The study of motivation is an attempt to determine answers to
statements, such as why some employees seek higher levels of responsibility and some don’t, and
why some wage incentives stimulate some employees but others don’t. These statements continue
to be appointed by those in charge of human resource management. The process of motivation is
complex and always changing, it is impossible for the answer to these statements to be clear. Many
variables must be identified and considered to understand the motivational process.

2 RESEARCH METHODOLOGY

The method used in this study is a descriptive and verification method using a descriptive survey
method and explanatory survey. The data collection method was a questionnaire to employees of
RSUD R. Syamsudin, SH —Sukabumi. There were 195 respondents.

2.1 Instrument test results

Validity test results showed that 14 statement items for motivation and 15 statement items for
employee performance showed valid, reliable test results of employee motivation and performance.
The variables were declared reliable, and normality test results using Kolmogorov—Smirnov tests
were said to be the norm because alpha values >0.05 for work motivation values (X)= 0.090 and
Employee Performance values (Y) = 0.060.

3 RESULTS AND DISCUSSIONS

3.1 Descriptive analysis results

The descriptive research on work motivation formed with four dimensions, namely needs, encour-
agement, actions and overall satisfaction resulted in an average of 3.81 with good criteria. For
employee performance variables formed with three dimensions namely knowledge, skills and
competence resulted as a whole in an average score of 3.78 with good criteria.

3.2 Verification analysis

The calculation of the coefficient of determination (r squared) expressed in percentages illustrates
the amount of contribution of all free variables, i.e., Work Motivation (X) in determining variations
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in Employee Performance (Y) is 0.775 or 75.5%. While other factors that are not studied and
also affect employee performance are indicated by the value of pye = or by 0.225 or 22.5% (see
Figure 1).

£=0,225
Motivation 0,880 _ | Employee Per-
From Work " | formance (Y)
(X)

T

R*=0,775

Figure 1. The effect of work motivation on employee performance.

4 CONCLUSIONS AND SUGGESTIONS

The results of research on work motivation and employee performance in RSUD. R. Shamsudin,
SH, can be summed up as follows:

4.1 Work motivation and employee performance

a. Work Motivation.
The results of data in the field of Employment Motivation measured by four dimensions of Needs,
Encouragement, Action and Satisfaction show that the average value of the Work Motivation
variable (X) is 3.81 with a good range of criteria.

b. Employee Performance.
Based on the analysis of each employee performance statement item measured by two dimen-
sions: Knowledge, Skills, and Competence, the average value of employee performance variable
(Y) is 3.78, thus the criteria of employee performance, is in the good criteria.

4.2 The effect of work motivation on employee performance

The results of the test statistically showed that the effect of Work Motivation on Employee Perfor-
mance was significant. These results are supported by statistical testing showing that the effect is
significant, which is based on the magnitude of the t-count value (25,797) > t-table (1.66). The
meaning of the statistical test states that Work Motivation has a direct influence on Employee Per-
formance by 77.5%, meaning that if Work Motivation increases then Employee Performance will
increase as well.

5 SUGGESTION

Work motivation needs to be improved at R. Syamsudin Hospital, SH, namely by providing ade-
quate compensation both directly and indirectly, clear work procedures, and future guarantees for
employees, so that employees feel motivated in work.

Employee performance needs to be improved through the skill dimension, meaning that in
improving employee performance, employees are given training, workshops, etc. that can support
the skills of the employees themselves. Employees whose education is still low can be brought to a
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higher level, by being given awards for outstanding employees, given scholarships and time if the
employee is studying, and employees can be given guarantees for their future so that employees
will commit to their place of work.
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ABSTRACT: This qualitative study investigates the antecedents of career stagnation among
female senior staff in an Indonesian non-profit, religious-based organization. Following the rise
of women leadership in Indonesian organizations, knowledge about the condition of women lead-
ership in Indonesia is lacking. Using a phenomenological approach, this study interviewed eight
senior female staff working in two Indonesian zakat foundations to gain insight about their lead-
ership capability and career advancement opportunities. The findings of this study revealed the
influence of individual, social and preference factors towards career advancement and promotion
to leadership position. Implications for human resource practice were discussed.

1 INTRODUCTION

Women'’s involvement in Indonesia’s labor market has increased over the years. Based on the data
released by the International Labour Organization, 38% out of 127 million workers in Indonesia are
women (International Labour Organization 2016). This is in line with the data released by Statistics
Indonesia (2016), which demonstrated that women’s workforce has increased from 42.668.611 in
2015 to 45.468.346 in 2016. Despite an increase in the number of women within the workforce, it
seems that the opportunity for women to rise to managerial positions in Indonesia is still limited. The
lack of appropriate qualifications was argued to be the main barrier for women to rise to managerial
positions (Bjerk 2008), along with the discrimination within the performance evaluation system
among men and women (Jogulu & Wood 2008).

2 LITERATURE REVIEW

The glass ceiling phenomenon refers to any barrier hindering the career advancement of women
(U.S. Glass Ceiling Commission 1995). Laksanti et al. (2017) investigated the glass ceiling phe-
nomenon in Indonesian private and public organizations, and their findings demonstrated that the
glass ceiling was considered absent. The participants could not recall any kind of action or policy
that hindered their career advancement in the past. Yet, all of them were still 8 to 9 levels below
the CEO within the organization’s career path despite the fact that they would retire within 5 to 7
years. Laksanti et al.’s (2017) findings might be caused by the ability of Indonesian women to cope
with the glass ceiling, which made them feel that they have never experienced it.

Research findings from other South-East Asian countries have also revealed that there were spe-
cific factors contributing to the women'’s career advancement. According to Li and Leung (2001),
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Singaporean women faced stereotyping problems from the society, as well as organizational factors
such as promotion policies from the companies. More than a decade afterwards, many Singaporean
women still have to leave their work permanently due to the responsibilities of motherhood (Yoon
2015). In Malaysia, the antecedent of the glass ceiling was the perception that women’s leader-
ship was considered less effective compared to men’s (Jogulu & Wood 2008). The glass ceiling
phenomenon in Thailand is more complex since women have to face individual, interpersonal, orga-
nizational, and society problems to advance in managerial positions (Napasri & Yukongdi 2015).

The glass ceiling is also present in South Asia and Arab countries. In Sri Lanka, the main factors
contributing to glass ceiling are individual factors, such as the lack of confidence and negative
perceptions towards working women in which they were considered manipulative and emotional
(Bombuwela & De Alwis 2013). Furthermore, there was a traditional belief that women would not
be able to replace men as the bread winner. Thus, Sri Lankan women would always face difficulties
from the society when they want to pursue their career (Bombuwela & De Alwis 2013). In Bahrain,
the lack of education, skills and inability to cope with work—family conflicts caused women to
experience the glass ceiling (Pillai et al. 2011). Nevertheless, based on Al-Manasra’s (2013) study
in Jordan, the glass ceiling effect toward women could be minimized with support given by the
family and society.

Despite the vast literatures on the glass ceiling in Asia, there was a gap where previous research
has tended to focus on the glass ceiling investigation in for-profit organizations. We decided to do
the opposite—investigate the glass ceiling in the non-profit sector. According to The White House
Project, 73% of the nonprofit organizations’ employees are women, women comprise only 11% of
leadership in the nonprofit sector (The White House Project 2009).

Among nonprofit organizations in Indonesia, we focus our attention to investigate the glass
ceiling in Indonesian zakat foundations. The importance of zakat foundations in Indonesia is vital,
since almost 90% of the country’s total population is Muslim. In Islam, “zakat” is the terminology
referring to individual obligation to donate some of an individual’s wealth for charitable purposes.
In many cases, zakat is donated through a zakat foundation where it will be distributed to those
in need. According to a 2016 report, the zakat potential in Indonesia was equal to almost USD
21 billion (Republika 2017). Additionally, our preliminary interviews of 10 women working in
the three largest Indonesia zakat foundations revealed the fact that the amount of salary received
by zakat foundations’ employee were lower compared to those working in the private sector or
government institution. Interestingly, our participants’ career was stagnant for years, yet they chose
to remain working in the organization. Thus this study raised several questions: (1) does the glass
ceiling phenomenon happen in Indonesian zakat foundations? and (2) what is the antecedent of
women’s career stagnation in Indonesian zakat foundations?

3 RESEARCH METHOD

The participants in this study were eight senior female staffs working in two zakat foundations.
All participants were currently in the managerial position, ranging from line to middle manager.
The names of the participants and the zakat foundation were made into pseudonyms to ensure
confidentiality and encourage participants to provide truthful information about their experience
and their organization. All participants have experienced career stagnation for more than five years
in their current organization. Snowball sampling technique was used to get access to the participants
who fulfilled the established criteria and were willing to allocate time for the interview. The first
participant who agreed to participate was Helen, who referred us to her co-workers from her current
and past organizations. The interview processes were conducted after working hours, at a place
according to the participants’ preference. In total, each interview lasted for 60— 80 minutes and was
documented using voice recorders. The interview data were transcribed and analyzed to construct
the themes and unveil the barrier toward career advancement as experienced by each participant.
For the interview, we developed 34 questions based on the previous research on the glass ceiling
(e.g., Al-Manasra 2013; Bombuwela & De Alwis 2013; Napasri & Yukongdi 2015). Each interview
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was opened by explaining to respondents the definition of the glass ceiling. Afterwards, we asked
each interviewee questions and continued based on the answer of the participants toward the first
question which asked about their self-reflection of their career stagnation.

4 FINDINGS

Based on the interview results, one of the antecedents of the women’s career stagnation in the
Indonesian zakat foundations was caused by their role. Participants admit that as women, it was
easy for them to express their emotion and feelings. The job responsibilities in zakat foundations
require the participants to be able to establish a good relationship with clients, either the donator
or the zakat recipients. The job sometimes could be very stressful, which made them annoyed,
especially during their period.

There were another two participants who believed that the nature of women could hinder their
career advancement. They believed that their superiors would prioritize men over women, since
men were considered more rational and emotionally stable. Such an opinion was supported by
Bombuwela and De Alwis (2013), who argued that the characteristics of women could lead to the
superior’s unwillingness to give more responsibilities to the female employees. However, some
participants reminded us that women who are able to cope with such a problem could still get the
promotion.

Another antecedent of the career stagnation among women in the zakat foundation was due to
their unwillingness to be transferred to another organization’s subsidiary for promotion. There were
differences in the promotion policy among profit and non-profit organizations. In profit organi-
zations, staff must not repudiate the promotion, even though they have to leave their hometown
and family. In the zakat foundations, such a policy was non-existent. Five participants in this study
were offered a position as a branch manager in another city within the same province. Neverthe-
less, their husband did not give permission and asked them to reconsider the promotion. There
were consequences when accepting the promotion, mainly because they have to be away from their
family for a long time.

Our participants feel that they have the responsibilities to raise and educate their children. The
remaining participants who have never been offered promotion during their career admitted that
they have felt comfortable with their current position so they do not have any intention to be
promoted. The increased age and the responsibilities as a mother have made them reluctant to
accept larger responsibilities, or to learn something new.

The third finding of this study was related to the patriarchal culture of the Indonesian society. In
a patriarchal society, the men’s role is considered more important than women. This is interesting,
since according to the Indonesia’s national culture assessment (Hofstede et al. 2010); Indonesia
was considered as a feminine society where the difference in roles among men and women could be
minimized. Our participants, however, showed their preference for a male leader. When asked about
the appropriateness to select women as their superior, six out of eight participants disagreed. They
felt that a male superior could lead better and more rationally in terms of the superior—subordinate
relationship. It was interesting to note that all participants were feeling uneasy when having women
as their leader, since they were afraid that women could be emotional and give too much interference
on their privacy. Although no participants mentioned the obligation to select a male leader based on
religious teaching, they did mention that as long as there were still male candidates for promotion,
they would choose not to take leadership responsibility.

The last finding was related to the participants’ ability to cope with work—family conflict and
family—work conflict. When asked whether their career stagnation was caused by their inability to
cope with the work—family or family—work conflict, no participants stated their agreement. They
said that they have been able to balance between career and family, although in the past such conflict
did happen. Humaira, a front office staff working at Izzatul Ummat, stated that after marriage, there
was a period in which she could not maintain her usual work rhythm and once was reprimanded by
her boss.
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5 CONCLUSION

In summary, we conclude our findings as follows: (1) the organizational barrier for women’s
career advancement in the zakat foundations was not present. The barriers were mainly caused by
individual and social roles, and preference factors. (2) The antecedents of women’s career stagnation
from individual factors were emotion, sensitivity, lack of motivation, ambition and unwillingness
to take the leadership position. For social factors, a patriarchal culture affects women’s perception
to prioritize males for leadership positions. A preference factor was identified since women in this
study give priority to their family over their work, refusing promotion due to their role as mother
and wife. (3) Participants’ unwillingness to lead was not due to religious value, as none of the
participants mentioned the role of men and women in Islam.

Our findings could be used as the basis for the recruitment and selection decision. Organizations
must prepare a tailored career path for women once they get married and have children. Furthermore,
it would be better if working women could be placed in the same location where their family live.
They should also be prepared to take leadership positions only in the particular office where they
work, to minimize the concern and conflict from themselves and their family. Obviously, the career
path and the amount of compensation must be made clear during the selection interview. Future
research could investigate the glass ceiling and women’s career stagnation in other Indonesian
provinces, considering the cultural diversity of the country which comprises more than 30 large
ethnic groups (Statistics Indonesia 2011).

REFERENCES

Al-Manasra, E. A. 2013. What are the “Glass Ceiling” barriers effects on women career progress in Jordan?
International Journal of Business and Management, 8(6): 40-47.

Bjerk, D. 2008. Glass ceilings or sticky floors? Statistical discrimination in a dynamic model of hiring and
promotion. Economic Journal, 118(530): 961-982.

Bombuwela, P. M., & De Alwis, A. C. 2013. Effects of glass ceiling on women career development in private
sector organizations — case of Sri Lanka. Journal of Competitiveness, 5(2): 3—19.

Hofstede, G., Hofstede, G. J., & Minkov, M. 2010. Cultures and Organizations: Software of the Mind (3rd
ed.). USA: McGraw-Hill.

International Labour Organization. 2016. Indonesia Labour Market Outlook.

Jogulu, U. D., & Wood, G. J. 2008. A cross cultural study into peer evaluations of women’s leadership
effectiveness. Leadership & Organization Development Journal, 29(7), 600-616.

Laksanti, S. C., Suharnomo, & Perdhana, M. S. 2017. Menginvestigasi Fenomena Glass Glass Cepilliling:
Mitos atau Fakta? (Investigating Glass Ceiling Phenomenon: Myth or Fact?) Paper presented at the annual
Forum Manajemen Indonesia IX conference, Semarang.

Li, L., & Leung, R. W. 2001. Female managers in Asian hotels: profile and career challenges. International
Journal of Contemporary Hospitality Management, 13: 189—196.

Napasri, T., & Yukongdi, V. 2015. A Study of Thai female executives: Perceived barriers to career advancement.
Review of Integrative Business and Economics Research, 4(3): 108—120.

Pillai, K. R., Prasad, S., & Thomas, J. 2011. Why do women still experience downward gravitation in the
corporate ladder? A close look at glass ceiling in Bahrain. Research and Practice in Human Resource
Management, 19(1): 1-10.

Republika. 2017. Zakat dan potensinya untuk Indonesia di 2017.

Statistics Indonesia. 2011. Kewarganegaraan, Suku Bangsa, Agama, dan Bahasa Sehari-hari Penduduk
Indonesia: Hasil Sensus Penduduk 2010.

Statistics Indonesia. 2016. Keadaan Angkatan Kerja di Indonesia Agustus 2016.

The White House Project. 2009. The White House Project: Benchmarking Women's Leadership.

U.S. Glass Ceiling Commission. 1995. Good for business: making full use of the nation’s human capital:
a fact-finding report of the Federal Glass Ceiling Commission. Fact-finding report of the Federal Glass
Ceiling Commission.

Yoon, J. 2015. Labor market outcomes for women in East Asia. Asian Journal of Women's Studies, 21(4):
384-408.

293



Contemporary Research on Management and Business — Siska Noviaristanti
© 2022 The Authors, ISBN: 978-1-032-28259-6
Open Access: www.taylorfrancis.com, CC BY-NC-ND 4.0 license

The effect of promotions and consumer trust on customer loyalty
through customer satisfaction of the shopee application (study on
STIESIA students Surabaya)

A.C.M. Sari & M. Lestariningsih
Indonesian College of Economics (STIESIA) Surabaya

ABSTRACT: The research examines the effect of promotion and consumers’ trust on customers’
loyalty through customers’ satisfaction of Shopee users. The research was quantitative, and the data
collection technique used simple random sampling. The population is 100 students of STIESIA
Surabaya. Additionally, the data analysis technique used the Partial Least Squares model. The
research result concluded that both promotion and consumers’ trust had a positive and significant
effect on customers’ satisfaction. Likewise, promotion as well as consumers’ trust had a positive
and significant effect on customers’ satisfaction. On the other hand, customers’ satisfaction had
a positive but insignificant effect. Furthermore, promotion through customers’ satisfaction had
a positive but insignificant on customers’ loyalty. Similarly, consumers’ trust through customers’
satisfaction had a positive but insignificant effect on customers’ loyalty.

Keywords: promotion, consumers’ trust, customers’ satisfaction, customers’ loyalty, Shopee.

1 INTRODUCTION

The increasingly fierce competition requires e-commerce companies to maintain market share and
they must also be able to meet the needs and desires of their consumers. One of the e-commerce
companies that will be discussed in this research is Shopee. Shopee is a very popular online shop-
ping site in Indonesia. The current highest number of monthly visitors in Q1 2020 is still held by the
Shopee company, which in Q4 2019 to Q1 2020 managed to snatch it from Tokopedia. The number
of monthly visits in Q1 2020 reached an average of 71.5 million visitors. Tokopedia narrowly lost
with an average record of 69.8 million visitors. The rise and fall of the number of application users
also determines the popularity of e-commerce applications. Setiawan et al. (2016) prove that pro-
motion has a significant positive effect on customer satisfaction. Meanwhile, the results of research
conducted by Novianti et al. (2018) proves that promotion has an insignificant effect in a positive
direction on customer satisfaction. Setiawan and Sayuti (2017) stated that consumer trust has a
significant effect in a positive direction on customer satisfaction. Rimawan et al. (2017) stated that
consumer trust has no significant effect in a positive direction on customer satisfaction. Nasrul
and Zulkifli (2019) stated that it is proven that promotion has a significant effect in a positive
direction on customer loyalty. Novianti et al. (2018) stated that promotion has no significant effect
in a positive direction on customer loyalty. Lie et al. (2019) states that customer satisfaction has a
significant positive effect on customer loyalty. Customer satisfaction has no significant effect in a
positive direction on customer loyalty. Rochim (2020) Customer satisfaction mediates the relation-
ship between promotions and customer loyalty (Suastini & Mandala (2019). Hidayah (2019) proved
that promotion has no significant effect in a positive direction on customer loyalty through customer
satisfaction. Based on the previous research conducted by Hidayah (2019), customer satisfaction
mediates the relationship between consumer trust and customer loyalty. Marlinda (2018) states
that consumer trust has no significant effect in a positive direction on customer loyalty through
customer satisfaction. The questions in this study are as follows: (1) does promotion affect Shopee
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customer satisfaction? (2) does consumer trust affect Shopee customer satisfaction? (3) does pro-
motion affect Shopee customer loyalty? (4) does consumer trust affect Shopee customer loyalty?
(5) does customer satisfaction affect Shopee customer loyalty? (6) does promotion affect customer
loyalty through Shopee customer satisfaction? and (7) does consumer trust affect customer loyalty
through Shopee customer satisfaction?.

2 THEORETICAL REVIEW, HYPOTHESES DEVELOPMENT, AND RESEARCH
METHODS

Madiawati (2020) states that promotion is one of the variables in the marketing mix that is very
important to be implemented by companies in marketing products and services. Kotler and Keller
(2016: 272) state that the dimensions of promotion include: (1) promotional messages, (2) pro-
motional media, (3) promotional time, and (4) promotion frequency. Robbins in Marlinda (2018)
states that consumer trust is defined as positive expectations not only through words, actions, or
decisions. Trust can occur at any time, choosing to let individuals depend on others, influencing
those with whom future behavior can affect individual well-being. Kotler and Keller in Rahmatika
and Madiawati (2020) state that customer satisfaction is a person’s feeling of pleasure or disap-
pointment that arises after comparing the performance (outcome) of the product thought to the
expected performance (or result). If performance is below expectations, consumers are dissatis-
fied. According to Irawan in Hidayah (2019), the factors that can affect consumer satisfaction are
as follows: (1) product quality, (2) product price, (3) emotional factors, (4) cost and convenience.
Tjiptono in Putri and Santoso (2018) states that customer loyalty is a customer’s commitment to a
brand, company, or supplier based with a positive nature in long-term purchases.

Based on the theoretical and empirical review, hypotheses can be formulated as follows: (H1)
Promotion has a significant effect on Customer Satisfaction on Shopee Application Users; (H2)
Consumer Trust has a significant effect on Customer Satisfaction on Shopee Application Users;
(H3) Promotion has a significant effect on Customer Loyalty on Shopee Application Users; (H4)
Consumer Trust has a significant effect on Customer Loyalty to Shopee Application Users; (HS)
Customer Satisfaction has a significant effect on Customer Loyalty; (H6) Promotion has a signifi-
cant effect on Customer Loyalty through Customer Satisfaction on Shopee Application Users; and
(H7) Consumer Trust has a significant effect on Customer Loyalty through Customer Satisfaction
on Shopee Application Users.

The research uses a quantitative method, and the sampling technique used is simple random sam-
pling. The type of data used is quantitative data received from distributing online questionnaires to
respondents. The respondent are active students of the Indonesian School of Economics (STIESIA)
Surabaya who have used and are currently using the Shopee application. Measurements will be
made on the value of the questionnaire using a Likert scale.

3 ANALYSIS AND DISCUSSION

All classical assumption tests are valid. Hypothesis testing shows the following: H1 testing indi-
cates a p-value <0.05 so that the first hypothesis is accepted. This proves that Promotion has a
significant effect in a positive direction on Customer Satisfaction. H2 testing indicates that the
second hypothesis is accepted. This proves that consumer trust has a significant effect on customer
satisfaction in a positive direction. H3 testing indicates that the third hypothesis is accepted. Pro-
motion is proven to have a significant effect in a positive direction on Customer Loyalty. H4 testing
shows that the fourth hypothesis is accepted. Consumer Trust has a significant positive effect on
Customer Loyalty. H5 testing shows that the fifth hypothesis is rejected. This proves that customer
satisfaction has no significant effect in a positive direction on customer loyalty. H6 testing shows
that the sixth hypothesis is rejected. This proves that Promotion has no significant effect in a pos-
itive direction on Customer Loyalty through Customer Satisfaction. Lastly, H7 testing indicates
that the seventh hypothesis is rejected. This proves that Consumer Trust has no significant effect
in a positive direction on Customer Loyalty through Customer Satisfaction.
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Promotion has a significant effect in a positive direction on Customer Satisfaction on Shopee
Application users. Consumers are interested in using the Shopee application because of Shopee pay
which makes it easy to make payment transactions and Shopee coin games for discounted prices that
make consumers more interested. Promotional activities are not only a means of communication
between companies and consumers but also a tool to influence consumers in purchasing activities
according to their needs and desires (Novianti et al. 2018; Nasrul & Zulkifli 2019; Rahmatika &
Madiawati 2020).

Consumer Trust shows that it has a significant effect in a positive direction on Customer Sat-
isfaction on Shopee Application users. The Shopee application will foster a feeling of trust and
confidence to make transactions with the Shopee application because of the transparency of trans-
actions and Shopee also has a good ability to handle the buying and selling process. Consumer trust
has a positive and significant effect on customer satisfaction (Rofiq’s research in Priansa 2017; Lie
et al. 2019).

Promotion has a significant effect in a positive direction on Customer Loyalty to Shopee Appli-
cation users. Promotions carried out by the Shopee company are the efforts of the Shopee company
to promote using well-known brand ambassadors, creating opportunities for consumers to make
purchases of products offered in the Shopee application. Promotion is one of the priority compo-
nents of marketing activities that inform consumers that the company is launching a new product
that tempt consumers to make a purchase (Hermawan 2012; Nasrul & Zulkifli 2019).

Consumer Trust shows that it has a significant effect in a positive direction on Customer Loyalty
to Shopee Application users. Consumer trust in the Shopee application is formed by an assessment
from consumers of the products and services provided by the Shopee application which will be
able to foster a sense of trust and confidence. This sense of trust arises due to transparency in trans-
actions between buyers and sellers, and also the display of reviews about products that have been
purchased by these consumers so that new consumers will be sure to use the Shopee application.
Consumer trust has a positive and significant effect on customer loyalty (Priansa 2017; Setiawan &
Sayuti 2017).

Customer Satisfaction shows that it has no significant effect with a positive direction on Customer
Loyalty to Shopee Application users. Creating satisfaction for customers is also very important and
necessary for the company. Customer satisfaction is not in line with expectations, which causes no
significant relationship with customer loyalty. Even though customers are not very satisfied with
Shopee, customers are still loyal. Loyalty occurs if the customer shows repeated buying behavior
or provides good recommendations to others not because of satisfaction but by recommending
that promotions carried out by the company are very attractive to customers and the belief in the
security and ease of getting products and services at the company (Nafisa & Sukresna 2018).

Promotion through Customer Satisfaction shows that it has no significant effect in a positive
direction on Customer Loyalty to Shopee Application users. Customer satisfaction is very important
and needed by companies; when combined with other constructs, customer satisfaction does not
indirectly affect too much of the promotion relationship to customer loyalty on Shopee Application
users. Promotion is one of the variables in the marketing mix that is very important for companies
to offer products (Rahmatika & Madiawati 2020).

Customer Trust through Customer Satisfaction shows that it has no significant effect in a positive
direction on Customer Loyalty to Shopee Application users. Customers become loyal not because
of a sense of satisfaction; one of the factors is because customers feel trust and believe in using
the Shopee application because of the transparency in transactions and good ability to handle the
buying and selling process with their customers, as stated by Marlinda (2018). Consumer Trust has
a positive and insignificant effect on Customer Loyalty through Customer Satisfaction.

4 CONCLUSION AND SUGGESTIONS

Conclusion: (1) Promotion and customer trust have a significant effect in a positive direction
on customer satisfaction of Shopee users. (2) Promotion and customer trust have a significant
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effect in a positive direction on customer loyalty of Shopee users. (3) Customer satisfaction has
no significant effect in a positive direction on customer loyalty of Shopee users. (4) Promotions
through customer satisfaction have no significant effect on customer loyalty of Shopee users (5)
Consumer trust through customer satisfaction has no significant effect in a positive direction on
customer loyalty of Shopee users. Suggestion: (1) Shopee companies are expected to pay more
attention to and improve promotional strategies that are useful for attracting new consumers and
retaining loyal Shopee application users. (2) Shopee companies are expected to pay more attention
to and increase consumer confidence in the Shopee application.
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