CHAPTER 2

THEORY FOUNDATION

2.1 Management
According to Daft (2010), management defined as ieagigy the

organization’s goals in an effective and efficiemtanner through planning,

organizing, leading, and controlling organizatioresources.
Four management functions:

1. Planning: Finding goals for future organizationatfprmance and determine

the tasks and resources that are needed to atchegeals.

2. Organizing: Concerned with dividing the tasks, editing resources to

departments.

3. Leading: More into motivating the employees to aghithe organization’s

goals by influencing them.

4. Controlling: Evaluate whether the organization athg achieve the target or

not, monitoring employees’ performance.

Management is very important nowadays because kesthe organization can
attain the organization’s goal. According to Yulia(2014), companies generally
strive to always be able to achieve goals and @ibgcin the increasingly fierce
competition conditions. Achieving company goals abgectives with total corporate
profits, profitability level on company's investmeapital, and market share with the
largest share. Achieving company goals and objestiis only possible if the
company has a competitive advantage. A new compaamy have competitive
advantage if the company succeeds in compiling iamglementing its strategy of
creation.

To build competitive advantage, a company needsat@® an understanding of
strategy and strategic management roles in enhgnsustainable competitive
advantage (Assauri, 2013). Financially, strategimagement will drive an increase
in production, sales, and profits because companies driven to have high
performance. In addition to the financial benefifsstrategic management, it also

provides non-financial benefits such as raisingrawmass and threats from external
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environments, enabling companies to have competirafegies, minimizing the

emergence of resistance to organizational changesbling a clear relationship
between rewards and performance, and make the cyngide to see change as an
opportunity (Hubeis & Najib, 2014).

2.2 Strategic Management

According to Daft (2010), strategic managementragfias the set of decisions and
actions that are used to formulate and implemeategjies to attain organizational
goals, which the strategies will provide a fit catipve between the organization
and its environment. Defining an explicit strategy the first step in strategic
management, explicit strategy itself has a meaamghe action plan that describes
resource allocation and activities to deal withimmment, competitive advantage
achievement, and attaining the organizational gdatsnpetitive advantage means
what makes the organization distinct from otherd provides it with a value for
meeting customers or clients’ needs in the markegpl Strategy will change as the
time goes by to fit the environmental conditionst lbompanies need to develop
strategies that focus on core competencies, dewloprgy, and create value for

customers to stay competitive.

* Levelsof Strategy
According to Daft (2010), concerned to the orgatmzenl level to which strategic
issues apply also the part of another aspect afegfic management. There are 3

levels of strategy, as illustrated in below figure:

Corporate-Level Strategy: What business are we in?

Corporation

Business-Level Strategy: How do we compete?

Functional-Level Strategy: How do we support the
business-level strategy?

[ [ [
T )

Figure 2-1 Levels of Strategy

Source: Daft (2010)
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> Corporate-level strategy: refers organization as a whole and the
combination of business units and product lines tiwake it up. The level of
strategy concerned with the question “What busiaessve in?”

> Business-level strategy Pertains to each business unit or product lindiwit
the organization. The level of strategy concernét ¥he question “How do
we compete?”

> Functional-level strategy Pertains to all of the organization s’ major
departments. The level of strategy concerned vighquestion “How do we

support the business level strategy?”

* The Strategic Management Process

According to Daft (201), the overall strategic mgeent process is illustrated
in Figure below. The process begins when the ekexsutdo an evaluation towards
their current position reflects to mission, goaled strategies. Then, they scan the
internal and external environments of the orgaimatas well as identify the factors
that needed to be changed. Internal or externairaf€ould be a sign to redefine the
mission or goals or to make a new strategy at eithe corporate, business, or
functional level. The last stage or final stagestirategic management process is the

implementation of new strategy.

Figure 2-2 Strategic Management Process

Source: Daft (2010)
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2.3 Business Performance
2.3.1 Business Perfor mance Definition

Performance is a quantitative or qualitative meament to measure the
outcome produced from intended and planned actiiidiz & Karakaz, 2012).
Yildiz & Karakaz (2012) cited from Akal (1992) exdh that for Business
Performance is the evaluation of all the activélated in achieving business goals.
Performance measurement are flexibly created td theeneeds of the organization,
it can be conducted for a temporary period or idpetperiod, for a specific aim.
The objective of the performance measurement imbss is to find out the fact of
their real performance as the result of the busiaesvity in a form of real data can
be use to solve business problem or to develomeags in need (Yildiz & Karakaz,
2012).

The performance of business is really importantbéameasure to be able to
analyze the business operation which later onhvalp the business to increase their
profitability. Basically the business will measuteeir performance by comparing
their actual performance with the planning madetha beginning. Cited from
Jaworski & Kohli (1993) also Chang (1998) businessformance measure from
overall business performance compared to the pusvp@riod and also compared to
the most indluencing competitor. Cited from Sla&rNarver (2000) business
performance measure from the actual profitabilitynpare to the profit expected.
To measure the business performance might be fralfféent perspective which

are subjective and objective concept (Hartini, 2012

2.3.2 Performance M easur ement

Performance is the effectiveness and efficiencyao€ertain action The
performance measurement refers to the quantitativgualitative evaluation of the
effectiveness and efficiency of that actidifectiveness is the extent to which the
result of an action meets our expectations/ reqergs/specifications arifficiency
is the amount of resources the action consumeglieed the result/output (Bititci,
2015).

To be able measure the performance, the Perfornrarasurement take part
as the process of collecting, analysing and repprinformation regarding the

performance of a certain action. In order to mdet¢ theeds of performance



17

measurements of a business, Performance Measur&ysetn is built to setting the
goals, developing a set of performance measurdectiog, analysing, reporting,
interpreting, reviewing and acting on performan@ad Some of the models or
framework that commonly used based on the bookMahnaging Business
Performance : The Science and the art are The Du Pont Model, ROl and RONA
Ratios (1984), The Performance Measurement MattB89), The Performance
Measurement Questionnaire (1990), and The ResuntisDeeterminants Framework
(1991) (Bititci, 2015).

2.3.3 Business Perfor mance Dimension According to Previous Study

Hartini (2012) cited from Walker & Ruekert (198define 3 dimension in
measuring business performance which are effed&n efficiency, dan
adaptivenes. First is Effectiveness, refers torigdhe right thing at the right time
and with the right quality”, usually measured biiac@f actual output to the expected
output. Second is Efficiency, refers to “doing tgnright”, measured by the
resources expected to be used to the resourcesrusiesl actual which expected to
use as low resources as they can.

Yildiz & Karakaz (2012) explain one of the perspeetused to measure
business performance by looking at the objectiatyd subjectivity. Objective
measure the quantitative data (i.e sales, pro8t)bjective usually measure the
qualitative data (i.e customer satisfaction, oddrasiness performance). But, for the
guantitative data (i.e sales, profit) can be meabsby both Objective and Subjective
way. Study shown that using objective and subjectivoth measurements is suited
to performance measurement cited from Venkatranmah Ramanujam (1986). As
the objective criteria can be flawed, the lack efevant objective data and the
difficulty to gather objective data from the resgent make the subjective data
necessary.

The study also stated that subjective data couldskeein place of objective data (i.e
Assests-return and sales growth) when it's not iptesgo get relevant and real
objective data for business performance. The mosinton criteria in subjective
method are sales, market share, profitability aed product launch, and for the
objective method the most common are return-ontasseirn-on-equity, Tobin Q

ration and sales.
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According to Harif, Hoe and Ahmad (2013), performameasurement are
critical to for the company to be able improve thrisiness, it helps the company to
clearly analyze their performance and track theerurresult with their objectives.
The business performance can be measured by falard non-financial indicators.
Financial dimension is the accounting based whigasure the numbers include
profitability, cash flow position, return on invesnt, inventory turnover, and
budget vs actual performance. For the non- Finhriraension focusing on the
aspects include customer satisfaction, produciterquality, market share and
employee efficiency.

Thesman and Ardianti (2014) explain Performandbesresult of work that has a
strong relationship with the organization's stretegpals, customer satisfaction and
economic contribution. In their research, the mdthsed to measure business
performance is The Dynamic Multi-Dimensional Pemiance Model (DMP) which
consists of 5 dimensions:

1. Financial performance (traditional approach usedngasure organizational

success). The indicators used are:

e Sales.

e Sales per worker (= sales value / workforce).

e Total income.

e Revenue per worker (= total income / workforce).

e Cash flow (liquidity and ability to increase finaakresources).

e Profit or profit.

» Profit per worker (= total profit / total workforge

e Return on Equity (ROE) = net profit / core capital.

e Return on Investment (ROI) = net income / totakstynent.

e Return on Assets (ROA) = net income / total assets.

2. Market / customer (represents the relationship éetwthe organization and
its customers). The indicators used are:

e The level of customer satisfaction.

e Ability to acquire new customers.

e Market share growth.

e Order / Order that can not be fulfilled.

» Corporate reputation.
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The number of loyal customers.

Quality of service.

Process Measures (reflect organizational efficieany see improvement).
The indicators used are:

Duration of time required for new products to ertker market.

Quality of learning among employees in the samésidin.

Quality of learning among employees in differenisibns.

Quality and depth of product standardization.

Quality and speed in translating newly developeaxtipcts into processing.

Quality of processing.

People development (recognizes the important rdlestakeholders in
organizational success). The indicators used are:

Employee satisfaction.

Training for workers (days per year).

Encourage employees to suggest and test new ideas.

The quality of leadership development.

Quality of technical development.

Quality of administrative processes of human resesir

Quality of benefit-benefit obtained by human resesr(eg health insurance,
pension).

The number of senior employees who keep working.

Preparing for the future (critical organizationséue because it concerns the
future of the organization). The indicators usesl ar

% of sales of new products (<5 years in the market)

% of sales from new business lines (<5 years imthgket).

Understanding and ability to forecast market trends

The company's ability to anticipate and prepare doexpected external
environment changes.

Investment company in research and development [§.&

The depth and quality of strategic planning.

Invest in high risk projects.
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Muis (2012) explain that business performance nreasents dimensions are
grouped into 2 (two) categories which are Finahciahd Non Financially. Financial
dimensions including Gross Profit, Return on as@ge@A) and return on investment
(ROI). The dimensions of Non Financial are markere, sales growth, access to
markets, employment creation and productivity, cor maintenance rate, success
rate of new product, Customer satisfaction, Efficieof company.

Chung et al. (2012) define the dimension businefopmance from the
previous study from many researcher which are: €anwot& Bergeron (2001),
Shrader (2001), Farrell (2000), Baer & Frese (2008)pins & Soh (2003), Kircat.
al. (2005), Saraplet. al.(1989.), Baker & Sinkula (1999), Slater & Narver @R, Su
et. Al (2003), and Pelham (2000). Chung list the dimenBimm each journal which

he analyze trough out his research, as listed below

Table 2-1 Business Performance Dimension

No Writer Business Perfor mance Dimension(s)

1 Croteau &| Profitability and sales growth
Bergeron (2001)

2 Shrader (2001) Average profit and sales growth

3 Farrell (2000) Customer maintenance rate, sucaess of new
products, sales growth, ROI, and overall perfornregnc

compared to other companies.

4 Baer & Frese Level of achievement of goals
(2003)

5 Tippins & Soh| Profit rate, ROI, customer maintenance rate, atessa
(2003) growth

6 Kirca et. al. | Comprehensive business performance, profitability,

(2005) sales and market share

7 Saraph et. | Customer satisfaction, on quality over a 3 yeaioge

=

al.(1989.) and performance quality
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NO | Writer Business Perfor mance Dimension(s)

8 Baker & Sinkulg Sales revenue, market share,

(1999) and profit rate.

9 Slater & Narver ROI
(2000)

10 | Suet. Al (2003) Profits and customer satisfaction

11 | Pelham (2000) Enterprise efficiency, growth amdarket share,
profitability

Source: Chung et al. (2012)

For the dimensions used in the research of Chura.g012), there are
Profit rate dimensions, Sales growth, Product guatbervice quality, Customer
maintain rate, New products that are successfulhen market, and ROI. Those
dimensions are adapted based on the objectiveeafesearch which is the business

performance of High-tech industry.

2.3.4 Factor simpacting the business performance

Cited from Muis (2012) listed the factors that affethe business
performance. The factors are Entrepreneurial Catent, Innovation, Organization
learning, Marketing ability and Customer value.®there are several variables that
affecting business performance, which are Totalli@uilanagement, ERP system,
External environment, Business Strategy, Brandi@yganization Resources,
Management ability, Moral awareness and Knowledaesfer.

In the study of Sitharam and Hoque (2016), factoffuence business
performance divided into 2 groups which are inteara external factors. Internal
factors includes managerial competence & skillsgas to finance and technological
capabilities have a positive impact towards businpsrformance. The external
factors includes Globalization, Competition, macaeomics factors, and crime &
corruption. In this study, external factors fourndbie more significant in affecting

business performance for SMEs business.
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2.4 Purchasing Power
2.4.1 Pur chasing Power Definition

« Purchasing Power is the ability of society as asoamer to purchase goods or
services that are needed. Purchasing power oftgasieharacterized by an
increase or decrease, where purchasing power sesed higher than last
period while decreasing purchasing power is chareetd by higher
purchasing power from the previous period (Pawen2046).

» Purchasing power is the ability to pay for goodsl aervices desired or
needed. The ability to pay for the goods and sesvexperienced an increase
or decrease can be measured through income e&@adganingrum, Nila, &
Nuzula, 2016).

* Purchasing power is the ability of consumers to bt amount of goods
demanded in a particular market, at a certain lefeéhcome and within a

certain period (Sedyaningrum, Nila, & Nuzula, 2016)

2.4.2 Factors Affecting Purchasing Power

A. Incomelevel

The problem of purchasing power is strongly inflced by the income of the
community. For most goods, an increase in incomi lead to an increase in
demand. Increasing the income level of the podrstiinulate the overall increase in
product demand, which in turn creates improved tmms$ of economic growth.
People's purchasing power is closely related tortb@me level of the community. If
the income level of society is high it will affettie ability of people's purchasing
power. Decreased income due to not working or waykiut a small income will
cause its income to decline. Low income will affdw purchasing power of people
who will also decline. Society will decrease itsrghasing power because of its
inability to buy something because of inadequaternme to expend in its purchasing
power (Zarkasi, 2014).

Higher salary disparity will under a few conditiotsnnect with higher acquiring
energy of poor people. At the point when the qugrdf needy individuals builds,
the poor may really encounter less destitutiorightlof the fact that their acquiring
power increments. When rising wage disparity istedl with value changes that

advantage poor people, the acquiring power impdttwostly relieve unfavorable
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welfare impacts of higher pay imbalance. This filgdihas some conceivably
imperative ramifications (Bergh & Nilsson, 2014).

Increased disposable income will increase peop@lspurchasing power so that
it will have an impact on increased consumption wicd versa. Disposable income
has a positive and significant impact on consunmpitiolndonesia. This positive and
significant influence between disposable income aodisumption means that
consumption is influenced by disposable incomes Tondition is due to an increase
in disposable income will lead to an increase ircpasing power. Higher purchasing
power will have an impact on increased consumpt{@onversely, a decrease in
disposable income will lead to a decrease in copsiom because purchasing power
will decrease (Nur E. M., 2012).

Increasing the amount of disposable income provithes possibility for the
public to increase purchasing power of goods amdices (Persaulian, Aimon, &
Anis, 2013). The economic condition of a country d# seen in the per capita
income it earns. Income per capita can measurdetled of people's purchasing
power in a country (Sedyaningrum, Nila, & Nuzul&@18). Community revenue
reflects people's purchasing power. High / low meopeople will affect the quality
and quantity of demand. Lower revenues mean thaitat only a small amount of
money to spend, so people will spend less or sorae rmoney on most items
(Yemima, Herlinae, & Redianto, 2015).

B. Inflation

The occurrence of inflation, means that prices @dds and services increased.
This increase in prices of goods and services aased the real purchasing power of
the people to decline. The decline in people'shmsing power will have an impact
on the decline in their consumption of goods amgtises. Conversely, if there is a
decrease in inflation (deflation), means there lesn a decline in prices of goods
and services. The decline in prices of these gamdisservices has caused the real
purchasing power of the community to increase. dasing people's purchasing
power will have an impact on the increase in trensumption of goods and
services (Nur E. M., 2012).

Inflation as an economic phenomenon that occurslsnai developing countries
such as Indonesia greatly affects economic activitye inflation rate is a general

rise in the price of goods that causes substitugiffacts. Consumers will reduce



24

purchases of goods that are relatively cheap. Arease in the general price level
does not mean that the rise in the price of goaalspéns proportionately. This
encourages consumers to divert their consumptmm fwne other arcane item. High
inflation will weaken the purchasing power of theople, especially on domestic
production which will further reduce public confit® in the value of national
currency (Persaulian, Aimon, & Anis, 2013).

Inflation affects the public purchasing power thiahds to decline, with the
impact on business actors in the country to redibeecost of production so that his
business does not go bankrupt. If the inflatiome Kiathigh then the poverty rate will
also soar, otherwise if the inflation rate is |dvern the poverty rate will also be low
as price stability affects the purchasing powerth&f people (Endrayani & Dewi,
2016).

2.4.3 Purchasing Power Affecting Business Perfor mance

Society purchasing power that cover income, prite taste factors affecting
the sale value (Herlina & Suhardi, 2010). Accordity Zarkasi (2014), the
unemployment rate effect is negative and partiagignificant (individual) on
people’s purchasing power. This suggests that wdwmmeone is not working or
unemployed, it will affect their revenues, and reelll people's income will affect
people’s purchasing power. Sometimes many of tha prablems faced by MSME
actors to increase their income or turnover, ontheim is decreasing in purchasing
power.

Another factors that might affect business perfarogaare lack of capital,
low selling price, decreasing in purchasing powdfficulties in marketing, tight
business competition, lack of knowledge about fai@nmanagement, and business
climate less conducive (licensing, rules and legish) (Wardhani & Agustina,
2015). The number of customers that decreased dug¢hdir displacements,
decreasing in purchasing power of the customei tlae reduction of labor supply
can affect business performance (Lam, Arenas, Rasage, & Campanella, 2012).
Economic environment variables have greater infteeon business performance
than cultural variables. Economic environment \agds reflected by input price or
raw material price and public purchasing power (Nzah Priatna, & Burhanuddin,
2016).
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2.50nline Shop
2.5.1 Definition of Online Store

Online Shopping is the activity of buying produas services with the
internet as the platform. Online shopping alsorrefk as online buying or internet
buying activity. The process of buying productsservices online is similar with
traditional shopping which have 5 steps accordmgadvadi et al. (2012), starting
from the recognition of need for a products or &&y, that lead to the people surfing
the internet to gain information regarding theirede While searching for the
information, rather than searching actively, théeptial customer will focus on the
information related to their needs. After gainirte tinformations, the potential
customer will evaluate the best alternatives thiatvfth their needs. Lastly, the
purchasing activity or transactions held followthg after sales services provided.

Compared to Physical stores (brick-and-mortar s)or@nline stores have
their own advantage which we all know such as tsa@ing because people can do
transaction anywhere without spare some times tim gbe stores, online stores also
available for 24 hours which added the strengthsniihe stores. Besides that online
shopping also have it's disadvantage because ts®roer cannot directly contact
with the products they see in the internet. All #ilvanatages and disadvantages will
affecting the buying behaviour of customer. Thedpiis that available in online
stores can be divided into 2 categories which agetdd and Non-digital products.
Digital products is the product that purchased ubhd internet and can be
communicated or consumer through internet. Nontaigiroducts is the products
which need physical inspection or direct contactafole to use by the customer such
as clothes, hardware, etc (Dai, Forsythe, & Kwd@i,4).

There are factors which indicates affecting peapleshopping via online,
those factor are divided into 2 groups which aterimal and external factor, both of
them influence the decision of consumer to purel@sduct or services via Online
Store. From the internal factor there are Easesa, Wsefulness and Enjoyment, in
the other hand there are external factor which alspease the desire to purchase
online which are Situational Factor, Consumer Eraitharacteristics of a product,
Trust of the Online Store and the Past Experiendauying product online (Shanthi
& Kannaiah, 2015).
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2.5.2 Advantages & Disadvantages of Online Shopping
2.5.2.1 Advantages

1. Price

In online shopping, one of the drive factor boagtine online shopping is the
price. Online shopping offering a better price cangal to the offline stores.
This issue can be explain by one of the examplelwisi cost. Physical stores
need to spent more cost such as rent for builditaye assistant, electricity,
other things. Based on (Collin & Hefer, 2014), statmosphere affecting the
buying behaviour of customer that visit storespiider to create a good store
atmosphere there are elements that affectingstoresphere they are
Decoration, Music, Sales people behaviour, Othstacner, and Store layout.
It is indicates that physical store need to payeraitention and spend more
cost. While in online store, the cost is less arakenit more efficient for the
seller which is the price of the same product pitlysical store can be lower
(He & Bach, 2014).

2. Discount
Related to the lower price that possible offeredblne stores, the possible
to create discount is bigger. Besides that, ordtoees can send notification
to anyone via internet if they have discount areddhstomer can directly buy
the product, while the offline store the customeeah to visit the stores or
even know the discount when they visit the stores & Bach, 2014).

3. First Publish
As the Online store available 24 hours, they caplipln the newest product
directly or less time needed for people to reaetpitoducts. Besides that, this
factor also related to the waiting lines in the fibgl stores, customer can

buy product directly without queueing (He & Bacb]12).

4. Advertisement
Advertisement by internet is more cheap than outdatvertisement, when
both physical and online store advertise onlinelinenstore has more
advantage as the advertisement can directly linikedheir website and

customer can do transaction at the exact time (HBaé&h, 2014).
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5. Accesibility
Online store so easy to be access as the actikgtydane via online and
customer can access the store 24 hours, while ysigdl store, customer
need to call the store or even visit the store hieck the products. The
accesibility also create a time saving advantage oidine store, when

customer need less time to do buying process (IBaéh, 2014).
2.5.2.2 Disadvantages

1. Less Shopping Experience
Shopping experience in here means the communicéiédween customer
and the seller. In the physicals store customer reagive more information
or professional review regarding their needs aedptioducts so the customer
have greate shopping experience, while in onlirgppimg everything done
by the customer themselves when searching the pi®dar services

information until buying process (He & Bach, 2014).

2. Trust

It is a common weakness of online store which #icdit to be avoid,
because trust towards online store also dependbieocustomer. Customer
are not able to directly inspect the product whielerease the trust of online
store, also some of the experience where the ptddoim the picture are
different when it's arrived. It can dissatisfiedstamer when the products are
not similar with the expected details written ie gproduct information (He &
Bach, 2014).

3. Security
Security concern are more into the misuse of tlmsgomal information and for
the credit card usage for the payment method becoamzern of the

customer towards online store. (Katawetawaraks &gya011).

4. Social contact
For the customer that need high social connectioth @ely on peoples’
opinion, online shopping might not become the faernatives. Another
case for consumer that shop at retails to entetti@imselves which cannot be

afford by online shopping (Katawetawaraks & War@l D).
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2.5.3 Factor s I nfluence Consumer Decision to Shopping Online

Based on the previous literature, Online shoppiag it's own advantages
and disadvantages. It explain online shopping atargtics. Those advantages and
disadvantages will influence the buying decisiorugtomer when shopping online.
Shanthi (2015) cited from Monsuwé, Dellaert and teuy2004) list the factors that
influence customer intention to shop online which aase of use, usefulness, and
enjoyment added with exogenous factors which anmeswmer traits, situational
factor, product characteristics, previous onlinepgiing experiences ,and trust in
online shopping.

Katawetawaraks and Wang (2011) in the researchaiexhere are 4 factor
influencing the consumer decision to buy produatsservices online which are
convenience, information, available products & gmy, and cost & time efficiency.
Uzun and Poturak (2014) stated that ConvenienceTanst as the factor influence
the customer satisfaction buying online, followmryce and Quality as the following
factor impacting the satsifaction. Those factor peeceive to create a post effect
such as good Previous Experience and create Hotiyieg possibility to the online
store.

Based on the objective of this research regardingn® shopping as
independent variables that assumed affected rétadiness performance, the
dimension of online shopping need to be the faittat drive people to go online for
shopping. So those factors that impacting consudeeision to shopping online are

listed as the dimension of online shopping.

Based on previous study regarding factors thatuémite consumer decision to

shopping online, this research listed the factoas will be analyze which are:

1. Usefulness
"Usefulness" refers to consumers perceptions tlsguthe Internet as
hopping medium enhances the outcome of their shgppi
experience.usefulness” is also linked with "easeus&" to determine
consumers' attitude toward online shopping (becthuseasier a technology
is to use, the more useful it can be). Applyings ttd our research context,
“ease of use” is the consumer’s perception thapgimg on the internet will

involve minimum of effort. “usefulness” is how efféve shopping on the
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internet is in helping consumer to accomplish tkesk, and “ease of use” is
how easy the internet as a shopping medium iseo Beside the experience
of the technology and the system, the other dinoeissof the "ease of use" is
“control" (Monsuwé, Dellaert, & Ruyter, 2004).

Enjoyment

“Enjoyment" reflects consumer’s perceptions regagydithe potential
entertainment of Internet shopping. We identifyethdatent dimensions of
"enjoyment" construct, including "escapism”, "pl@es, and "arousal".
"Escapism"” is reflected in the enjoyment that frengaging activities that are
absorbing. The point of offering all escape from ttemands of the day today
world. "Pleasure" is the degree which person fgelsd, joyful, happy in
online shopping whereas "arousal" the degree talwaiperson feel mulated,
active or allert during the online shopping expeci (Monsuwé, Dellaert, &
Ruyter, 2004).

Situational Factor

Demographic factors and personality characteristié®ur relevant
demographic factors age, gender, education, ammacthose under age 25,
are more interested in using new technologies, thilee Internet, to find out
about new products, search for product informatiand compare and
evaluate alternatives. men express a greater @tteiseng various types of
technology in the shopping process. They are mositipe about using the
Internet as a shopping medium, whereas female enspprefer using
catalogs to shop at home. But the female consuthatsio prefer to shop on
the Internet, shop more frequently online than rtheale counterparts.
Education also plays a moderating role in the i@iahip between the three
basic determinants and consumers' titude towarthershopping. Higher
educated consumers are more comfortable using too@-shannels, like the
Internet shop. Consumers with higher household nme (above S75,
annually) intend to shop more online compared weloincome consumers.
for this that higher household incomes are oftesitply correlated with
possession of computers, Internet access and higthecation levels of
consumers personality also define as traits :"Ssfffcacy” refers to

individuals' beliefs that they have the ability ahd resources to successfully
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perform a specific task. This "need for interactias defined as the
importance of human interaction to the consumersémvice encounters
(Monsuwé, Dellaert, & Ruyter, 2004).

Consumer traits

Time pressure : Intermet is time saving and acbks&4 hours a day, this
becomes the main drive for online shopping anduali toward Internet
shopping is less important.

Lack of mobility: Consumers who are not able topslo traditional stores
owing to an illness or other immobilizing factohgve the ability to shop on
the Internet to fulfill their shopping goals.

Geographical distance : consumers who distanc teatravel larue tores that
provide them with the articles needed, shoppingheninternet is a viable
alternative to overcome this geographical distance.

Need for special items: In case consumers needdoir@ tailored products,
like special sized clothing or large sized shoese mot available in
conventional stores, shopping on the Internet isoation for them to
purchase these special items anyhow.

Attractiveness alternatives : In case consumers drawn by the
attractiveness of a certain store in their neighbod that, for example, sells
the same products as the online store, the re#dtiprbetween attitude and
intention will be attenuated. The reason for thithat the consumer, although
he might have a attitude toward online shopping, dkttractiveness of the
brickand mortar alternative. Therefore, he will abe to shop offline, despite
his positive attitude toward shopping on the Ineé¢rfMonsuwé, Dellaert, &
Ruyter, 2004).

Price

Because online shopping customers are often offarbetter deal, they can
get the same product as they buy at store at a lpsee. Since online stores
offer customers with variety of products and se¥sicit gives customers
more chances to compare price from different websiind find the products
with lower prices than buying from local retailistpres (Katawetawaraks &
Wang, 2011).
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6. Information

Given customers rarely have a chance to touch @eldproduct and service
online before they make decision, online sellersmadly provide more

product information that customers can use whenimga& purchase (Lim
and Dubinsky, 2004). Customers put the weight ennformation that meets
their information needs (Keency’s, 1999). In adufitto get information from

its website, consumers can also benefit from pri=dueviews by other

customers. They can read those reviews before thake a decision
(Katawetawaraks & Wang, 2011).

2.5.4 Online Storerelation towar ds Retail Stores

Saha (2015) in the study stated that E-commeramrnisistently taking up a
larger proportion of consumer time and spendinge Téctors influence to shop
online such as price convenience in shopping ami® wange of available products.
Online shop creating a lower price based on theetavost needed for online stores
compare to the retailer. It's difficult for retailéo lower their cost considering the
high cost of a retailer. The variety of stock irlioa stores also become a concern for
the retailers, as the retailer can’t stocks a lowariety as the loses need to be
concern. More retailer build a better customer ises/to incerease the customer
loyalty, for example by offering home-delivery siee: There’s also another trend
found, which is the customer visit retailer to dheélee products physically and buy

online with lower price.
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2.6 Theor etical Framework

The title of this research is “Analyze the Effedt Purchasing Power and
Online Shopping towards Business Performance aflrgtores in Jakarta”. In order
to analze the relationship between the exogenotiablas (Purchasing Power — X1
& Online Shop — X2) and endogenous variable (BussinBerformance - Y) the

model is constructed as below:

Purchasing Power

(X1) H1
Business Performance
(Y)
Online Shopping H2
(X2)

Figure 2-3 Theoretical Framework

Source: Researchers (2017)



