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Abstract

The purpose of this study is to examine the determinants of customers’ intention to engage in online group
buying, which involves electronic word of mouth, information searching, trust in the vendor, trust in the product,
monetary value, hedonic value, and utilitarian value. The research model was analyzed using partial least
squares of 196 respondents who had previously completed an online group buying transaction. The data were
processed using SmartPLS 2.0 M3 software. The study found that electronic word of mouth significantly
influenced information searching and trust (in both the vendor and the product). Further, information searching
only significantly influenced trust in the product, although it had a strong correlation with all the types of
perceived value (monetary value, hedonic value, and utilitarian value). In conclusion, we believe that trust in the
vendor, monetary value, and hedonic value have a significant impact on customers’ intention to engage in
online group buying in Indonesia.

Keywords: Electronic word of mouth, Information searching, Trust, Perceived value, Online group
buying, Indonesia, E-commerce, Consumer behavior
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1 Introduction

The Internet represents an information technology development that has had a significant impact on both society and
various aspects of contemporary human life, including communication, business, entertainment, and social activities
[1]. In addition to serving as a source of information, the Internet has become a popular channel for conducting
commercial business. In relation to this commercial opportunity, Indonesia is one of many developed countries to
feel the impact of, and benefit from, the rapid development of the Internet.

The significant opportunity presented by Internet technology has driven the emergence of e-commerce sites, which
deal in products such as fashion, music, food, electronics, and travel. The increasing number of e-commerce sites
has led to fierce competition among e-commerce businesses as they try to attract new customers. Accordingly, such
businesses should implement innovations and strategies that make them appear different to their competitors in
order to gain new customers and retain existing customers. One of the most common strategies in this regard is to
provide discounts on certain products or offer an appealing promotion.

Online group buying is a type of e-tailing or business to business (B2C) e-commerce [2] that is typically believed by
customers to offer low prices for products or services. As it also provides information about daily changes in the
prices of various goods and services, online group buying has attracted both practitioners’ and academics’ attention
due to representing a new marketing strategy [3]. According to Shiau and Luo [1], the concept of online group buying
is applied when people purchase a product or service collectively so as to secure a cheaper price when the number
of transactions or buyers has reached a given target. In other words, the transaction will only be processed if the
number of buyers (or transactions) reaches a predetermined minimum number. This strategy allows sellers to lower
their prices to attract customers, as well as allowing customers to purchase the desired goods at a cheaper price [4].
There are two types of online group buying, namely fixed-duration group buying and fixed-price group buying [4].
Fixed-duration group buying refers to when the participants must complete the auction within a fixed period of time,
while fixed-price group buying occurs if the number of buyers who participate in the group buying process meets the
predetermined target [4]. The popularity of online group buying is increasing and it has become a trend among
communities in Europe, America, and Asia, including Indonesia. Some examples of the online group buying sites
available in Indonesia are Groupon.co.id, LivingSocial.co.id, eVoucher.co.id, and OgahRugi.com [5].

It is common for customers to have many considerations in mind when they wish to buy a particular product.
Similarly, in online group buying schemes, customers must take into account various considerations when deciding
whether to engage in online group buying or not, for instance, determining which site is the best, determining what
products to buy, price-related considerations, and the persuasiveness of discounts. Several previous studies have
found that both the price and product characteristics are important factors that affect customers’ decisions regarding
whether to purchase collectively, [4], [6], [10]. A study by Shiau and Luo [1] found that trust is the main factor that
affects customers’ buying intention and their satisfaction when engaging in online group buying. Furthermore, Shiau
and Yeh [11] conducted a case study on the use of Groupon in Taiwan and they found that the richness of
information and the ease of navigation also affect the perceived value and customers’ habits when shopping online.
Nonetheless, the factors that influence customers to participate in online group buying have evolved into a wide
range of dimensions concerning the development of communication networks and the online environment [1].
Ultimately, trends and the particular characteristics of the community in each country will vary and influence
customers’ buying behavior.

In previous studies, trust was considered to be an important factor that drives customers’ intention to purchase and
remain loyal to a company [12]. Other studies have shown that trust, recommendations, and information searching
are all seen as important determinants of customers’ buying behavior, especially for new business models, [7], [13].
Information searching allows customers to increase their knowledge regarding new products or innovations [13],
which might serve to alter their attitudes. Examining the impact of electronic word of mouth (eWOM) on information
searching is important, since potential customers might not be aware of the credibility of the eWOM'’s sender [14].
Thus, adopting a different approach to previous studies, this study incorporate eWOM, information searching, trust,
and perceived value to investigate the antecedents of customers’ intention to engage in online group buying in
Indonesia. Further, this study seeks to explain the roles of eWOM and information searching in driving the success of
online group buying as a new e-commerce strategy in Indonesia.

2 Theoretical Foundation

By participating in online group buying, customers can gain at least two benefits, namely the offer of a cheaper
product price and information about the quality of both the product and vendor, prior to completing the transaction.
The information regarding the quality of the product and vendor can be acquired by customers because the Internet
facilitates electronic word of mouth and information searching. Most people will engage in information searching in
relation to particular eWOM, since there is a lot of anonymous information available on the Internet and it is not
always clear which information can be trusted. This activity is therefore vital for customers because the information
they obtain will form the basis of their intention to continuously purchase certain products [14]. In addition, performing
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information searching and accessing eWOM are likely to increase customers’ perceived value in relation to online
group buying activities. Accordingly, in this section, we elaborate the variables that influence customers’ intention to
participate in online group buying, including electronic word of mouth, information searching, trust, and perceived
value.

2.1 Electronic Word of Mouth

According to previous studies, the concept of word of mouth (WOM) can be explained in several ways, although they
all indicate it to represent a form of communication. Wien and Olsen [15] define WOM as a general consumer
tendency to produce product- and brand-related communication that can be observed across categories and
contexts. Similarly, Harrison-Walker [16] explains traditional WOM to be informal, person-to-person communication
between a perceived noncommercial communicator and a receiver regarding a brand, a product, an organization, or
a service. Further, Wang and Yu [17] suggest that WOM information is an indispensable experienced source created
by individuals or marketers, and is then diffused by consumers or marketers to other consumers. In this context,
information provided via WOM will help customers to evaluate a service or a product prior to its consumption, and it
will also shape expectations of that service or product [17].

The rise of Internet technology has allowed WOM theory to evolve from the concept of physical or face-to-face
communication into electronic word of mouth that is enabled by the Internet [18]. Many studies refer to Hennig-
Thurau et al. [19] when defining eWOM as any positive or negative statement made by potential, actual, or former
customers about a product or a company via the Internet. By means of eWOM, customers share their opinions and
knowledge regarding items or services they have purchased on platforms such as social media, blogs, online forums,
online reviews, and chat sites [18]. In the context of e-commerce, eWOM can produce WOM information with the
features of recommendations and referrals, ratings and reviews, and forums and communities [20].

The study by Cheung and Thadani [14] suggests that eWOM differs from WOM in several characteristics. First,
eWOM has unprecedented scalability and speed of diffusion [14]. In this way, eWOM communications involve multi-
directional exchanges of information in an asynchronous mode, and anyone who can use the Internet can generate
and utilize eWOM. Second, and different to traditional WOM, eWOM communications are more persistent and
accessible [14]. Most of the text-based information presented on the Internet is archived and is thus available for an
indefinite period of time. Third, eWOM communications are more measurable than traditional WOM [14]. The
presentation format, quantity, and persistence of eWOM render such communications more observable. Lastly, if
traditional WOM enables us to discover the quality and credibility of the information sender, then, on the contrary, the
electronic nature of eWOM in most applications eliminates the receiver’s ability to judge the credibility of the sender
and his or her message [14].

2.2 Information Searching

Information searching or information retrieval is the process by which a person seeks information about a particular
problem, situation, or artifact based on his/her own initiative [13]. Through their inquiries, customers can feel closer
to technological innovations and they can gain important knowledge related to those innovations [13]. The purpose
behind conducting information searching is different for each individual, for example, people might seek to collect
information related to the product they want to buy, or they might just look around without having any particular
intention in mind [21]. Currently, almost all customers look for information via the Internet before deciding to engage
in a transaction. This activity might include searching for further information provided by the vendor or owner of an e-
commerce business, as well as looking for reviews or recommendations written by other customers [22]. For
example, potential customers might validate whether an online store really exists (i.e., ensure it is not a fake online
store), as well as checking whether the online group buying (OGB) vendor offers the cheapest price by comparing it
to other e-commerce or OGB sites. Further, customers might also read reviews by previous customers to make sure
there are no defects in the product or service they wish to purchase. Finally, after they have made all this extra effort,
customers can assess the quality of the eWOM they have received and judge the credibility of the sender and his or
her message. This explains clearly why eWOM is different to traditional WOM. However, the development of the
Internet has facilitated the way people perform information searching activities. Thanks to Google, they can search
for information not only on a particular e-commerce website, but also anywhere else, whether it be online forums,
social media, news sites, and so on.

2.3 Trust

Lu, Zeng, & Fan [23] suggest that when people want to participate in e-commerce activities, they have to anticipate a
high degree of risk and uncertainty related to the opportunistic behavior of the other parties, which in this context
refers to e-commerce providers. These negative perceptions may cause potential customers to hesitate to engage in
online transactions [23]. In order to anticipate this, trust appears to be an effective social mechanism believed to
reduce any complexity and vulnerability that potential customers feel in relation to e-commerce [24], [26]. Indeed,
trust is known to be a prerequisite of social behavior, especially with regard to important decision-making processes
[27]. It is also an important predictor of risk-taking within a relationship, which in the context of online shopping
means taking the risk of buying from an online store [22]. Eventually, trust can increase an individual's willingness to
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be vulnerable to the risk of opportunistic behavior on the part of another, reduce expectations of opportunistic
behavior, and more generally, reduce risk perceptions [23].

In the context of e-commerce, trust can be applied to both the vendor and the product. Vendor trust (i.e., trust in the
vendor) refers to customers’ trust in the e-commerce service provider [28]. In the context of this study, the service
providers are those service providers responsible for online group buying. In business-to-consumer e-commerce,
trust in the vendor plays an important role in customers’ decisions to complete a transaction [29]. To build customers’
trust, vendors must be able to show ability, integrity, predictability, security, and privacy assurances in relation to the
customer service they provide. In addition, reputation and the vendor’s brand are also considered to be determinants
of customer trust [29]. Customers will try to seek information related to the reputation of an online vendor, while the
information they receive will affect their assessment of trust and their perceptions of risk. Thus, it will influence their
intention to engage in transactions with the vendor [7]. Further, the notion of product trust refers to customers' trust in
the products offered. In this research study, the product trust directly refers to trust in the merchants who offer
products on the online group buying platform.

2.4 Perceived Value

Zeithaml [30] explains that perceived value is an overall assessment of the usefulness of a product or service based
on the customer’s perception of what is accepted (i.e., gain or benefit received) and what is given (i.e., effort or
sacrifices). According to this definition, the perceived value is shaped by two main factors, namely the benefits
received and the sacrifice made by a customer [31]. The sacrifices made in this context can be financial or other
things, such as time, energy, or effort [30], while the potential benefits received include enjoyment, satisfaction,
happiness, and financial gain. Undeniably, the perceived value plays an important role in predicting consumers’
preferences and willingness to conduct a transaction in the future [30].

The perceived value discussed in this research study includes hedonic value, monetary value, and utilitarian value.
Hedonic value refers to a pleasant shopping experience as perceived by the customer [32]. Further, hedonic value
can explain customers’ behavior when seeking happiness, fantasy, resurrection, and enjoyment [21]. Hedonic
customers love to shop because they enjoy the shopping process itself, not because it can serve to achieve a goal or
complete a mission [21]. Conversely, the characteristics of utilitarian value are applied for customers who are critical,
rational, effective, efficient, and result-oriented [32]. A customer with a focus on utilitarian value starts from a mission
or task perspective, and the benefits received will depend on whether the mission is completed or not, or whether the
mission is completed efficiently through the particular process [21]. A previous study suggested that utilitarian
customers will be more motivated to shop online when the website they visit is informative, convenient, and efficient
[32]. Another concept of value that is relevant in this study is monetary value. Monetary value is a form of perceived
value that can be measured by means of the financial benefits and costs incurred in the transaction or through the
use of goods and services [33]. In other words, customers will be more encouraged to complete a purchase
transaction if it can save them money due to involving discounts or rebates.

3 Hypotheses Development

The model proposed in this research examining the relationship among the eWOM, information searching, trust,
perceived value, and intention to perform online group buying. First, we will posit our hypothesis regarding the
relationship between e-WOM and information searching. Second, we will discuss the relationship between eWOM
and trust. Next, we will provide our justification in regards the relationship between information searching and trust.
Fourth, we will provide the justification of the relationship between information searching and perceived value. In the
last two sub-sections, we will discuss the impact of trust and information searching on group buying intention,
respectively.

3.1 Influence of eWOM on Information Searching

The Internet allows everyone to share their experiences of product purchasing, including product information,
product quality, the services of the vendor, and so on. However, the nature of eWOM has eliminated the receiver’s
ability to judge the credibility of the sender and his or her message [14]. Potential customers will likely not know the
person who provides the eWOM on the Internet, especially on e-commerce websites. In this situation, the receiver of
the eWOM will usually evaluate the eWOM according to attributes such as quality, authenticity, authority, and
attractiveness before accepting it [34]. In this way, eWOM will influence information searching in order to validate the
communication received.

The potential customer could receive positive or negative eWOM. Positive eWOM will portray the good aspects of
customers’ experiences, while negative eWOM related the bad things that customers’ experience. In the context of
negative eWOM, the eWOM recipient will first evaluate it by considering whether the communication will enhance
his/her self-worth, avoid risk, or produce negativity bias before accepting the eWOM [35]. In such an uncertain
situation, when someone sees a review of a product and feels interested and also curious about it, then they will
likely seek more information about it. This is supported by the study of Gupta and Harris [36], who found that eWOM
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has an influence on people’s motivation to perform information searching. Information searching can be conducted to
reinforce and prove the truth of eWOM and the associated recommendations, as well as serving as a point of further
consideration for customers when they are deciding whether or not to complete transactions. Thus, we propose the
following hypothesis:

H1: eWOM about group buying significantly influences information searching.
3.2 Influence of eWOM on Trust

According to Ku [7], eWOM is known as a powerful communication media and tool for helping with marketing
activities and collecting information about customers and their purchasing experience. Through eWOM, the customer
can describe all the positive or negative experiences related to a product or service. Based on this experience, the
customer will then provide a recommendation to other customers. The better the recommendations given, the higher
the trust generated in an e-commerce business [22]. The context of relevance to this study is e-commerce with
online group buying strategies. According to the theory of Utz, Kerkhof, and van den Bos [22], if a customer receives
a recommendation about people’s experiences during e-commerce transactions, it will affect that customer’s level of
trust in the site or the seller. This happens because people tend to believe recommendations offered by those with
more experience. The recommendation previously mentioned is a type of positive recommendation. Hence, it is
necessary to discover whether received eWOM has a significant effect on trust in relation to online group buying. We
determine trust using two definitions, namely vendor trust (i.e., level of customers’ trust in the online group buying
provider) and product trust (i.e., level of customers’ trust in the products offered). These definitions are based on the
understanding that online group buying business is not only composed of the service provider, but also the products
sold by different merchants. Thus, we propose the following hypotheses:

H2a: eWOM significantly influences vendor trust.

H2b: eWOM significantly influences product trust.
3.3 Influence of Information Searching on Trust

Information searching allows customers to become more familiar with the terms they are looking for. In this context,
the more product-related information they obtain, the more understanding they will have [13]. According to Martin
and Lueg [37], by achieving this understanding, customers will be capable of evaluating and forming opinions and
beliefs regarding such information. Therefore, we would like to investigate whether information searching has a
significant influence on customers’ trust in online group buying businesses. Similar to the previous explanation, we
determine trust using two definitions, namely vendor trust (i.e., level of customers’ trust in the online group buying
provider) and product trust (i.e., level of customers’ trust in the products offered). Finally, we propose the following
hypotheses:

H3a: Information searching significantly influences vendor trust.

H3b: Information searching significantly influences product trust.
3.4 Influence of Information Searching on Perceived Value

Information searching enriches and clarifies all ambiguous information. By means of acquiring adequate and
complete information, a clear description of a product can be obtained [11], so that customers can experience and
feel the product-related value. For a customer, comparing information about a product is necessary before making
the decision to complete a transaction [11]. Almost all customers are willing to engage in a transaction when they
realize the value they will gain, or when the benefit they expect to receive exceeds the cost/sacrifices they expect to
make. In the context of this study, customers’ perceived value includes hedonic value, monetary value, and utilitarian
value. A previous study found that the quality and quantity of good information can influence the perceived
usefulness of online sites, as well as helping consumers to make the decision to conduct transactions efficiently [11].
Utilitarian value belongs to notion of perceived usefulness [11]. Chen and Tan [38] found that the wealth of
information has a positive influence on the perceived usefulness of a store. Similarly, Shiau and Yeh [11] proved the
wealth of information to be positively influential on the perceived utilitarian value.

As described previously, monetary value is associated with cost savings. However, according to To, Liao, and Lin
[21], cost saving also falls within utilitarian value because it has a positive relationship with utilitarian customers’
motivation. Further, Chandon, Wansink, and Laurent [39] also suggested that monetary savings contribute to
utilitarian value. By engaging in information searching in relation to a particular product, utilitarian customers can
take advantage of the cheaper price offered by an online group buying business. Thus, it can be assumed that all the
information regarding a product on an online group buying site could influence customers’ utilitarian value, as well as
affecting their monetary value.
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The convenience of Internet browsing has led to easy access to information anywhere and at any time, which has
served to facilitate information searching. In addition, the information available on the online site itself that provides
complete and clear product information, for example, text and images, will increase consumers’ enjoyment and
reduce the uncertainty they feel during the searching process [11]. Therefore, consumers become more interested
and enjoy their shopping experience more [11]. Wang, Zhao, and Li [40] conclude that hedonic value focuses on
emotional responses, including pleasure and enjoyment, while research by Oh et al. [41] found that abundant
information has a positive effect on perceived playfulness. In this case, hedonic value belongs to the notion of
perceived playfulness. Shiau and Yeh [11] also found that a wealth of information will affect the hedonic value. Thus,
we propose the following hypotheses:

H4a: Information searching significantly influences monetary value.
H4b: Information searching significantly influences hedonic value.

H4c: Information searching significantly influences utilitarian value.
3.5 Influence on Trust on Intention to Engage in Online Group Buying

When engaging in online shopping, customers face certain risks related to uncertainty, piracy, fraud, and so on.
Trust has been suggested as a potential means of compensating for this problem. By relying on trust, people act on
their belief in the characteristics of others [42]. According to Mayer, Davis, and Schoorman [42], there are three
characteristics that affect people’s trust in other things, namely ability, wisdom, and integrity. In other words, if a
website has proven ability, wisdom, and integrity, then the trust level of visitors regarding that website will increase.
In the context of e-commerce, with an increasing level of trust, customers tend to be less afraid of the risks that might
arise, which strengthens customers’ intention to complete the transactions [43].

In an online environment, customers experience high uncertainty, limited information, and limited cognitive resources
when examining the products offered directly. In response to this situation, Luhmann [44] concludes that trust is an
effective factor for reducing the uncertainty and complexity of online transactions, as well as creating a positive
intention for customers to complete the transactions. Similarly, Shiau and Chau [45] found that trust has a positive
effect on customers’ intention to make an online transaction. Several studies have shown a direct relationship
between trust and customers’ intention to complete online transactions, [25], [43], [46] Shiau and Luo [1] also found
that customers’ satisfaction and trust are the strongest factors affecting their intention to engage in online group
buying. With reference to the previous studies that have highlighted how trust affects customers’ intention to
complete online transactions, we would like to analyze the determinants of trust that influenced customers’ decision
to conduct online transactions, particularly online group buying, as well as determine what kind of trust would have a
greater influence. In this study, we examined two trust factors, namely trust in the vendor and trust in the product.
Thus, we propose the following hypotheses:

H5a: Vendor trust significantly influences the intention to engage in online group buying.

H5b: Product trust significantly influences the intention to engage in online group buying.
3.6 Influence of Perceived Value on Intention to Engage in Online Group Buying

When the perceived value is defined as the customers’ overall evaluation of the relative value of a particular product
as compared to the alternative products available, it reflects the net profit obtained by the customers as a result of
their consumption behavior, which will be used as an indicator of their desire to conduct a transaction [47]. The
perceived value becomes crucial for online shopping activity because it motivates customers to visit an e-commerce
site and it affects their intention to continuously make transactions [32]. Customers’ perceptions as reflected in the
perceived utilitarian and hedonic value are the main component of customers’ satisfaction and loyalty, with a
satisfied customer being more likely make a transaction [32].

Several previous studies have proved the positive effect of perceived value on customers’ intention to complete a
transaction. Chen and Dubinsky [47] found that perceived value has a significant positive correlation with the desire
to conduct e-commerce transactions, while Shiau and Yeh [11] found that perceived value and perceived hedonic
value positively influence the desire to participate in online group buying.

In this study, we classify the types of perceived value as monetary value, utilitarian value, and hedonic value. By
using these classifications, we investigate the effect of each type of perceived value on customers’ intention to
engage in online group buying. This study aims to reveal which perceived value has the most influence on
customers’ intention to complete a transaction in an online group buying scheme (i.e., the value of pleasure, needs,
or an affordable price). Hence, we propose the following hypotheses:

H6a: Monetary value significantly influences the intention to engage in online group buying.
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H6b: Hedonic value significantly influences the intention to engage in online group buying.
H6c: Utilitarian value significantly influences the intention to engage in online group buying.

The proposed research model is presented in Figure 1.

TRUST
Electronic Word
of Mouth Vendor Trust
(EWoM)
Merchant/
/ Product Trust
Intention to Perform Online
v PERCEIVED VALUE Group Buying

Information Monetary Value

Searching "] y

\ Hedonic Value

\ Utilitarian Value

Figure 1: Research model and hypotheses

4 Methodology

This research used a quantitative approach that relies on the numerical data. After we collected the data using an
online questionnaire, we processed these data using the structural equation modeling method with the help of
SmartPLS 2.0 M3 software. This section will explain the data collection procedure, as well as the instrument used in
this research.

4.1 Data Collection Procedure

Data were collected by distributing questionnaires to people who had previously completed a transaction on an
online group buying site. The questionnaires were distributed online by disseminating links through social networking
sites such as Facebook and Twitter, as well as large Indonesian online shopping sites such as Kaskus and
FemaleDaily. They were also distributed via mailing lists and chat messenger. The link directly connected the
respondents on a Google Docs form that contained several questions. The answers given by the respondents were
automatically saved on the drivers provided by Google Docs. However, redundant data might be obtained when
collecting data through Google Docs. Therefore, we carefully reviewed the collected data throughout the process.
The questionnaires were distributed in less than two months (April to May 2015), with 196 respondents ultimately
being reached. This number of respondents satisfied the minimum sample size that must be achieved. This target
was set according to the rules of structural equation modeling (SEM) as between 100 and 150 samples [48].
Additionally, Wijanto [49] states that the ideal sample size is five times higher than the number of indicators. The
number of indicators in the study questionnaire was 34, so the ideal sample size was 170 or more. Hence, a sample
size of 196 respondents was sufficient to continue on to the data processing stage.

4.2 Research Instrument

The instrument used in this study consists of two parts. The first part contains the respondents’ demographics,
including their age, gender, education, and the habits of internet users and online group buyers. The second part
contains statements derived from the variables that make up the research model, including electronic word of mouth,
information searching, vendor trust, merchant or product trust, hedonic value, monetary value, utilitarian value, and
intention to perform online group buying. The respondents were asked to state their level of agreement with the
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available statements by using a Likert scale ranging from 1 to 5, where 1 indicates strongly disagree and 5 indicates
strongly agree. Table 1 presents the instrument used in this study.

Table 1: Research instrument

Code [ Indicator References
1. Electronic word of mouth [50]

EW1 | Recommendations regarding online group buying are useful to me.

EW2 | Recommendations regarding online group buying influence my choice when | am

performing online shopping.

EW3 | Recommendations regarding online group buying would increase my interest in

finding out more.

EW4 | I will make a decision to make a purchase based on a recommendation | received.

2. Information searching [13], [51]
I1S1 | use the Internet to seek out a variety of topics that match my interest.
1S2 | took the initiative to conduct a search for information with the aim of increasing my
knowledge of online group buying.
1S3 | took the initiative to conduct a search for information with the aim of improving my
ability to make a purchase using online group buying.
1S4 | took the initiative in seeking out the various sources of information related to online
group buying.
3. Vendor trust [52]

VT1 Online group buying service providers can be trusted.
VT2 Online group buying service providers attempt to fulfill their promises and
commitment to customers.

VT3 | trust the service providers of online group buying because they make me
interested in making the transactions.
VT4 | do not need to worry about the online service providers of group buying.
VT5 | The attitudes and habits of online group buying service providers meet my
expectations.
4. Merchant or product trust [7]
PT1 | feel that the products offered in online group buying fulfill their functions.
PT2 | feel that the products offered have a positive meaning.
PT3 In general, | think the products offered are good.
5. Monetary value [53], [54]
MV1 | I am happy to know that | would save money because of the price of online group
buying.

MV2 | In my opinion, price is the most important factor when making transactions via online
group buying.

MV3 | | participated in online group buying because the price is affordable.

MV4 | | could save money by buying from online group buying websites.

MV5 | I think the price of products on online group buying websites is affordable for buyers,
so completing a purchase via online group buying is the right choice.

6. Hedonic value [32], [53], [55],
HV1 | The benefits | get from online group buying give me pleasure. [56]
HV2 | feel excited when choosing the goods offered on online group buying websites.

HV3 | When | am in a bad mood, online group buying improves my mood.

HV4 | When doing online group buying, | feel a sensation of happiness when searching for
products.

HV5 | In my opinion, online group buying is a pleasant way to spend leisure time.

7. Utilitarian value

uvi | tend to only visit the online group buying websites when there is something | want [32]
to buy.

UV2 | When performing online group buying, | tend to only look at the products | want and
need.

UV3 | Online group buying makes the buying process quicker.
UV4 | Online group buying makes the buying process easier.

8. Intention to engage in online group buying [1]
101 | intend to do online group buying.
102 My intention to do online group buying is very high.
103 | have an intention and desire to do online group buying in the future.
104 | intend to choose an online group buying site as a channel for making purchases in
the future.
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5 Results and Discussion

This section will elaborate the results of our study with regard to the factors that influence customers to engage in
online group buying.

5.1 Respondent Demographics

The demographic data concerning the respondents in this study include their age, sex, education, region of origin,
duration of internet usage per day, frequency of performing online group buying per year, and sources of information
regarding online group buying. According to Table 2, the customers of online group buying websites are mostly
females aged between 19 and 22 years. Further, almost half of respondents purchase a product from an online
group buying website less than twice in a year. The respondents make use of social media to obtain information
related to the products sold and promotions offered on online group buying sites.

Table 2: Respondent demographics

Age Group buying frequency/year

<19 2% <3 times 45%
19-22 65% 4-6 times 37%
23-30 32% 7-9 times 10%
>30 1% >10 times 8%
Sex Information source

Male 34% Online forum 22%
Female 66% Social media 60%
Site Chat messenger 5%
Groupon 57% Group buying website 49%
LivingSocial 19% Email 1%
e-Voucher 5% Friends 10%
Valadoo 2% Others 2%
Others 17%

5.2 Measurement Model Test

SmartPLS 2.0 M3 software was used to analyze our data. We followed a two-stage process by first assessing the
measurement model and then the structural model according to the approach of Hair et al. [48]. The measurement
model test was used to evaluate the reliability and validity of our research instrument, while the structural model test
examines the research hypotheses and model fitness [57].

5.2.1 Evaluation of Convergent Validity

The evaluation of convergent validity relates to the principle that the indicators of a variable should have high
correlation [57]. The convergent validity of a test can be examined by looking at the loading factor, which must be
higher than 0.7, and the value of the average variance extracted (AVE), which must be higher than 0.5 [57]. Based
on our first examination of the loading factor values, there are four indicators that have a value less than 0.7, namely
EW4 (0.561325), VT5 (0.683036), UV1 (0.283679), and UV2 (0.256981). Chin [58] found that in the early stages of
measurement, a loading factor value between 0.5 and 0.6 could be considered feasible [57]. Therefore, we do not
exclude the indicators EW4 and VT5, since they can be considered sufficient to satisfy the validity test. However,
UV1 and UV2 do not satisfy the validity test because they do not achieve the minimum cut-off value, which is higher
than 0.5. Therefore, we eliminated UV1 and UV2 from our proposed research model. The final result of our
convergent validity test is presented in Table 3. Based on the value of the loading factor and the AVE, it can be said
that our instrument satisfies the convergent validity test.

5.2.2 Evaluation of Reliability

We performed the reliability test by examining the value of Cronbach's alpha, which must be higher than 0.7 or
higher than the composite reliability value of 0.7 [57]. The list of Cronbach's alpha and composite reliability values
can be seen in Table 3. From the table, it can be inferred that the entire value of the Cronbach's alpha latent
variables is higher than 0.7, with a range from 0.771810 to 0.877938. Similarly, the entire value of the composite
reliability latent variables is higher than 0.7, with a range from 0.854376 to 0.911435. Hence, it can be concluded that
all the variables are reliable.
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Table 3: Loading factor, AVE, communality, cronbach’s alpha, and composite reliability values

Variable | Indicator Loading factor AVE Communality | CA CR
name name value

Ew1l 0.791675 0.60069 0.60069 0.77181 0.854376
EW EW?2 0.885149

EW3 0.823065

EW4 0.561325

1IS1 0.740683 0.614286 | 0.614286 0.791718 | 0.864157
IS 1S2 0.786943

1S3 0.823352

1S4 0.781852

VT1 0.832058 0.608401 | 0.608401 0.837973 | 0.885143

VT2 0.802668
VT VT3 0.859361

VT4 0.707367

VT5 0.683036
UV Uv3 0.914808 0.831712 | 0.831712 0.797687 | 0.908125

uv4 0.907861

PT1 0.844073 0.689568 | 0.689568 0.775381 | 0.86944
PT PT2 0.847072

PT3 0.799197

HV1 0.749853 0.634722 | 0.634722 0.858361 | 0.896643

HV2 0.823965
HV HV3 0.808418

HV4 0.828052

HV5 0.770194

MV1 0.815377 0.673657 | 0.673657 0.877938 | 0.911435

MV2 0.742704
MV MV3 0.873015

MV4 0.851690

MV5 0.815050

101 0.817057 0.641558 | 0.641558 0.813165 | 0.87693
10 102 0.704637

103 0.838951

104 0.835633

5.2.3 Evaluation of Discriminant Validity

The discriminant validity relates to the principle that the indicators of a construct should have the highest correlation
when compared to the other constructs [57]. Discriminant validity can be tested by comparing the square root of the
AVE for each latent variable with the value of the correlation between the latent variables in the model [57]. The
results of our calculation of the square root of the AVE and the correlation between the latent variables and the other
variables can be seen in Table 4. The values in Table 4 show that each latent variable has the highest correlation
with the latent variable itself. Additionally, the discriminant validity can also be tested by looking at the cross loading
value, where an indicator is valid if it has the highest loading factor to the intended loading factor construct when
compared to the other constructs [57]. The cross loading comparison results should indicate that each indicator has
the highest loading factor value only at its intended constructs.

Table 4: Correlation between the variables

EW HV 10 IS MV PT uv vT
EW | 0.775041
HV 0.398304 0.796694
10 0.449864 0.583614 | 0.800973
IS 0.627705 0.468677 | 0.477188 | 0.78376
MV | 0.604434 0.468098 | 0.509735 | 0.46083 | 0.82077
PT 0.420638 0.218501 | 0.390901 | 0.37867 | 0.49827 | 0.830402
uv 0.312509 0.208209 | 0.339997 | 0.3819 | 0.32466 | 0.330151 | 0.911982
VT 0.493276 0.298545 | 0.505364 | 0.40846 | 0.47291 | 0.486271 | 0.532219 | 0.780001

Numbers in bold (diagonal component) represent the value of the square root of the AVE.
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Thus, it can be concluded that all the indicators in each of the latent variables are valid and exhibit no high
correlation with the other latent variables.

5.3 Structural Model Test

After the evaluation of the measurement models had been completed, we performed an evaluation of the structural
models. A structural model evaluation is performed by looking at the determination coefficient, path coefficient, and
significance value (t-statistics). The determination coefficient is determined by looking at the R-squared value, which
can be used to explain the influence of certain exogenous latent variables on the endogenous latent variables.
According to Chin [58], the R-squared values of 0.67, 0.33, and 0.19 show a strong, moderate, and weak model,
respectively. The R-squared results of each variable can be seen in Table 5. From the table, it can be inferred that
the online group buying intention has a highest R-squared value at 0.48. This shows that a 48% variance in the
online group buying intention is enough to have been moderately affected by the vendor trust, product trust, hedonic
value, utilitarian value, and monetary value. Similarly, information searching had an R-squared value of 0.39, which
reflects how a 39% variance in information searching is moderately influenced by eWOM. However, some of the
endogenous variables showed a weak relationship with their exogenous variables, with values between 0.15 and
0.26.

Table 5: R-squared values

R-squared
IS 0.39
VT 0.26
PT 0.20
MV 0.21
uv 0.15
HV 0.22
10 0.48

A significance relationship assessment between the variables can be seen in the results of the path coefficient
calculations using the bootstrapping algorithm, where the value of the t-statistics of each relationship between the
variables must be greater than 1.96 [57]. If the t-statistics value is greater than 1.96, then the relationship between
the variables is significant. From the results of the path coefficient evaluation presented in Table 6, it can be inferred
that there are three insignificant relationships, whereas ten other relationships among the variables proved significant.
The final model used in this study is presented in Figure 2.

Table 6: Hypothesis testing results

Hypothesis | Path | 8GO delocted?
H1 EW—IS 11.041832 Accepted
H2a EW—-VT 4.782996 Accepted
H2b EW—-PT 3.336021 Accepted
H3a IS->VT 1.916939 Rejected
H3b IS—PT 2.095137 Accepted
H4a IS->MV 5.810883 Accepted
H4b IS—>HV 8.718686 Accepted
H4c IS—-UV 6.200292 Accepted
H5a VT—IO 3.238700 Accepted
H5b PT—IO 1.263637 Rejected
H6a MV—I10 2.676101 Accepted
H6b HV—IO 6.595831 Accepted
H6c Uv—IO 0.521587 Rejected

Table 6 shows that the EW (electronic word of mouth) and IS (information searching) variables have a more
significant relationship than the other variables. There are three relationship variables that are not significant, namely
the relationship between the IS (information searching) and VT (vendor trust) variables, the relationship between the
PT (product trust) and 10 (intention to engage in online group buying) variables, and the relationship between the UV
(utilitarian value) and 10 (intention to engage in online group buying) variables, since they have t-statistic values less
than 1.96, that is, 1.916939, 0.521587, and 1.263637, respectively.
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Figure 2: Research model with relevant T values
5.4 Discussion

This study aims to examine the influence of eWOM and information searching on the perceived value and trust that
affect customers’ intention to perform online group buying. The research model has been evaluated by examining
the measurement model and then the structural model. We calculated the R-squared values to determine the
robustness of our proposed research model. The results of our evaluation are presented in Table 5, which shows
that the model is at a moderate level for the information searching (IS) and intention to engage in online group
buying (10) variables, while the model is weak in terms of representing the of vendor trust (VT), product trust (PT),
monetary value (MV), hedonic value (HV), and utilitarian value (UV) variables.

5.4.1 The Impact of eWOM on Information Searching

The results of our study indicate that eWOM has a significant impact on information searching. In other words, when
someone receives recommendations from others regarding online group buying, whether it be through social media,
online forums, chat, or other media, they do not immediately take action in relation to the recommendation they
received. In fact, they will first evaluate and try to learn more about the recommendation by conducting information
searching in order to obtain further information before they decide to follow the recommendation. They will evaluate
the eWOM according to attributes such as quality, authenticity, authority, and attractiveness before accepting it [34].
This result is in line with the findings of Jia and Hall [13], who suggested that word of mouth will stimulate individual
consumers’ learning. In addition, according to Gupta and Harris [36], eWOM has a positive influence on people's
motivation to conduct information searching. They explained that e-WOM is likely to result in more time being spent
considering the recommended product by performing information searching activities. We can conclude that
customers will always want to look for more detail and further information related to any kind of recommendation
(eWOM) for online group buying.

5.4.2 The Impact of eWOM on Trust

In this study, eWOM also had a significant effect on trust. Two types of trust were examined, namely vendor trust
(i.e., trust in the service provider) and product trust (i.e., trust in the products offered on the online group buying
website). According to the results of our study, eWOM significantly influences customers’ trust in both the vendor and
the product offered. The results also indicate that eWOM serves as a tool for customer to evaluate the quality of the
vendor and product on online group buying sites [7]. This result is aligned with the findings of the study by Utz,
Kerkhof, and van den Bos [22], who suggested that the better the recommendations given, the higher the trust
generated in the e-commerce site.

5.4.3 The Impact of Information Searching on Trust

Our findings confirm that information searching only has a significant impact on product trust. In many cases,
customers want to look for and utilize any other experience and gain a feel for the product they want to purchase.
This desire underlies their behavior with regard to information searching. Finally, all the information they obtain
provides an indication of the potential quality and trustworthiness of the products offered. This result is supported by
the study of Filieri, Alguezaui, & McLeay [59], who examined the five factors that influence trust in consumer-
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generated media. The five factors are source credibility, information quality, website quality, customer satisfaction,
and user experience with consumer-generated media. However, the results show that there is no correlation
between information searching and vendor trust. This result implies that complete and detailed product information is
important for customers’ evaluations, although it is not as important as detail information on the vendor. It can be
assumed that customers mostly rely on the recommendations (eWOM) that have been accepted before, so they no
longer need to evaluate and search further to determine the quality of the vendor.

5.4.4 The Impact of Information Searching on Perceived Value

Further analysis showed that information searching also has a significant influence on customers’ perceived value. It
significantly influences all types of perceived value, including monetary value, utilitarian value, and hedonic value.
When customers perform information searching, it means they want to mitigate and minimize any risks before
completing the transaction, which should increase the value they might perceived later. For them, comparing
information about a product is necessary before making a decision about carrying out the transaction [11]. Therefore,
the quality of the information can influence the perceived usefulness of online group buying sites, as well as helping
consumers to make the decision to conduct transactions efficiently [11]. This result is consistent with the results of
previous research conducted by Chen and Tan [38] and Shiau and Yeh [11], who identified the positive effect of the
information richness on customers’ utilitarian value. In addition, another study by Shiau and Yeh [11] found
correlation between the information quality and customers’ hedonic value.

5.4.5 The Impact of Trust on Customers’ Intention to Perform Online Group Buying

According to our analysis, the two types of trust studied (trust in the vendor and trust in the product) have different
levels of significance with regard to the intention to engage in online group buying. Vendor trust has a significant
influence on customers’ intention to perform online group buying. Meanwhile, product trust does not have a
significant effect on customers’ intention to perform online group buying. This result is slightly different to the findings
of studies by Shiau and Chau [45] and Shiau and Luo [1], who found that trust has a positive influence on customers’
willingness to perform online group buying. However, different to our study, those two previous studies examined the
aspects of trust as a single construct. The results of this study provide new insight into the fact that not all types of
trust affect customers’ intention to participate in an online group buying scheme. Therefore, we assume that the
result found in this study is not comparable with the findings of the two previous studies because of differences in the
research objectives and contexts. However, we can conclude that once customers receive a recommendation for a
reliable and reputable vendor of online group buying, they do not need detailed and complete information about the
product(s) offered by that vendor. As the customers trust the vendor, they also trust the product. This also means
that eWOM concerning vendor evaluations will determine the customers’ intention to perform online group buying.

5.4.6 The Impact of Perceived Value on Customers’ Intention to Perform Online Group
Buying

In this study, we finally found that not all types of perceived value will influence customers’ intention to perform online
group buying. We found hedonic value and monetary value to have a significant effect on the intention to perform
online group buying, while utilitarian value does not have a significant effect. The results indicate that when
customers enjoy the shopping process and have a pleasant shopping experience, they will tend to be interested in
making transactions on online group buying websites. The shopping process in this context also refers to their
experience of information searching in order to find eWOM from other previous buyers. By performing information
searching, customers also obtain a financial benefit because they receive valuable information that encourages them
to complete the transaction. In contrast, customers who engage in online group buying are not heavily influenced by
the fact they want to buy a particular product, in addition to the quick and easy transaction process. Further, we can
infer that in the context of online group buying, the external factor (represented by eWOM and enforced by
information searching) could become the most significant reason why customers make impulse purchases from
online group buying sites. This result is different from the result of a study by Chen and Dubinsky [47], who found
that all types of perceived value had a positive and significant correlation with customers’ intention to perform online
group buying. A study by Shiau and Yeh [11] also found that only utilitarian value and hedonic value have a positive
impact on customers’ intention to engage in online group buying. Both previous studies found that hedonic and
utilitarian value have a positive impact on customers’ intention to make complete online group buying transactions.

5.5 Research Implications

This section discusses the implications of this study, both to the online group buyer providers in Indonesia and to the
theoretical advancement in relation to the online group buying.

5.5.1 Implications for Online Group Buying Providers in Indonesia

This study provides an overview of the trends, characteristics, and customer perceptions involved in conducting
online group buying in Indonesia. Through the variables that build the research model, we can understand several
factors that influence the customers’ intention to engage in online group buying. These variables should be
considered by service providers in Indonesia when they are preparing innovative and appropriate marketing
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strategies for customers. In addition, they can provide insight into what should be done by the service providers in
order to attract the attention of customers who want to participate in online group buying.

Information searching was also shown to have a significant effect on the perceived value of vendor trust. Following
up on this result, providers of online group buying in Indonesia should promote and update the information related to
the products they offer online, so that customers can obtain complete information about the available products. To
optimize the results of information searching activities, the online group buying providers should utilize tools such as
search engine optimization (SEO) in order to obtain high rankings on search engines [60]. Thus, when searching for
information on the Internet, consumers will obtain official information before they see information available on social
media. Additionally, it would be useful if the online group buying providers could equip their sites with communication
features, for example, forums, chat, and social media, in order to provide a place for customers to interact with other
customers. These kinds of features will also help the online group buying providers to oversee customers’
interactions, which should help them to anticipate and prevent negative word of mouth that could jeopardize their
reputation and eventually decrease customers’ intention to purchase their products. Further, these features could be
an effective source of information for two-way communication, as well as helping the providers to resolve customers’
complaints effectively and efficiently.

Through this study, we can observe that the main reason why Indonesian people perform online group buying is the
cheaper price offered by online group buying when compare to other common e-commerce schemes. Additionally,
many people complete an online group buying transaction because of the discount given or because their shopping
experience provides them with enjoyment or pleasure. Further, the discounts offered by online group buying
websites in Indonesia can reach 75% of the normal price, while the products or services offered on the online group
buying websites in Indonesia includes things such as recreational vehicles, food, and holiday packages, which are
extremely popular with customers. In fact, we know that customers mostly look for fun rather than focusing on
satisfying their needs when they make a transaction on an online group buying site. Accordingly, the marketing
strategy that should be applied by the online group buying providers is to increase these monetary and hedonic
values, which has been proven to increase customers’ intention to purchase a product from online group buying
scheme. The monetary value could be enhanced by periodically applying several promotional strategies such as
rebates/discounts, coupons, sampling, displays, and premiums. Another interesting finding is that Indonesian people
tend to be impulsive when purchasing a product so long as they have a great experience using online group buying
sites. This explains the hedonic value that customers seek. In this context, customers often overlook and disregard
their particular need for a product or service when they enjoy the process of surfing the online group buying websites
and, moreover, if they could obtain a cheaper price than usual. For this reason, it is not sufficient that providers sell
goods and services that are fun and attractive without being supported by interesting promotional strategies and
advertisements. Additionally, to support the hedonic value craved by customers, online group buying providers
should consider customers’ experience when using their sites, for example, by applying usability design principles.
Indeed, many studies have shown the importance of usability in driving customers’ enjoyment and satisfaction when
using e-commerce sites [61]-[67].

5.5.2 Implications for Theory

This study confirms the theory and previous research related to online group buying. Our results highlight the
important role of eWOM and information searching in the success of online group buying strategies in Indonesia.
These results indicate that electronic word of mouth significantly affects information searching and trust (both in the
vendor and in the products offered). Further, information searching significantly affects the perceived value
(monetary value, utilitarian value, and hedonic value) and trust in the products offered, but not trust in the vendor.
The results of this study also showed that trust in the vendor behind online group buying, monetary value, and
hedonic value significantly influence customers’ intention to perform online group buying, especially in Indonesia.
This research can therefore enrich the theory of online group buying and strengthen existing theories. Moreover, this
research can also be used as a reference for academics, researchers, and others wishing to carry out further
research on online group buying or related matters.

6 Conclusion

In this study, we conducted an analysis to determine the influence of electronic word of mouth and information
searching on customers’ perceived value and trust in relation to their intention to engage in online group buying.
Based on the structural equation modeling analysis, it can be concluded that eWOM has a significant effect on
customers’ information searching behavior and their trust (both trust in the vendor and trust in the product). However,
customers’ information searching activity does not have a significant impact on their trust in a vendor or service
provider of online group buying, since it only influence their trust in the products offered. Information searching was
also proven to have an impact on building customers’ perceived value, including monetary value, hedonic value, and
utilitarian value. In conclusion, the results of this study imply that customers’ intention to purchase from online group
buying sites is only affected by customers’ trust in the vendor, monetary value, and hedonic value. Meanwhile,
customers’ trust in the product and customers’ utilitarian value have no significant impact on their willingness to
conduct online group buying. This study successfully explores the links between eWOM, information searching, trust,
customers’ perceived value, and the intention to perform transactions on online group buying sites. Thus, the online
group buying providers can formulate the best and most effective strategy for increasing customer participation and
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transactions. Despite the success of our study, some limitations must be considered. Although the minimum sample
size has been achieved for the model evaluation, it is expected that future research will examine larger numbers of
respondents in order to achieve better results. This study also only focused on the peculiarities of one specific
country (Indonesia), so that future studies could extend the scope of this study by considering the situation in other
countries. In the future, including more indicators that might influence online group buying would be beneficial for
exploring the factors from a different perspective.
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