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About the Journal

Overview

Pertanika Journal of Social Sciences & Humanities (JSSH) is the official journal of Universiti Putra Malaysia
published by UPM Press. It is an open-access online scientific journal which is free of charge. It publishes
the scientific outputs. It neither accepts nor commissions third party content.

Recognized internationally as the leading peer-reviewed interdisciplinary journal devoted to the
publication of original papers, it serves as a forum for practical approaches to improving quality in issues
pertaining to social and behavioural sciences as well as the humanities.

JSSH is a quarterly (March, June, September and December) periodical that considers for publication
original articles as per its scope. The journal publishes in English and it is open to authors around the
world regardless of the nationality.

The Journal is available world-wide.

Aims and scope

Pertanika Journal of Social Sciences & Humanities aims to develop as a pioneer journal for the social
sciences with a focus on emerging issues pertaining to the social and behavioural sciences as well
as the humanities. Areas relevant to the scope of the journal include Social Sciences—Accounting,
anthropology, Archaeology and history, Architecture and habitat, Consumer and family economics,
Economics, Education, Finance, Geography, Law, Management studies, Media and communication
studies, Political sciences and public policy, Population studies, Psychology, Sociology, Technology
management, Tourism; Humanities—Arts and culture, Dance, Historical and civilisation studies,
Language and Linguistics, Literature, Music, Philosophy, Religious studies, Sports.

History

Pertanika was founded in 1978. A decision was made in 1992 to streamline Pertanika into three journals
as Journal of Tropical Agricultural Science, Journal of Science & Technology, and Journal of Social
Sciences & Humanities to meet the need for specialised journals in areas of study aligned with the
interdisciplinary strengths of the university.

After almost 28 years, as an interdisciplinary Journal of Social Sciences & Humanities, the revamped
journal focuses on research in social and behavioural sciences as well as the humanities, particularly in
the Asia Pacific region.

Goal of Pertanika
Our goal is to bring the highest quality research to the widest possible audience.

Quality

We aim for excellence, sustained by a responsible and professional approach to journal publishing.
Submissions are guaranteed to receive a decision within 14 weeks. The elapsed time from submission
to publication for the articles averages 5-6 months.

Abstracting and indexing of Pertanika
The journal is indexed in SCOPUS (Elsevier), Clarivate-Emerging Sources Citation Index [ESCI (Web of
Science)], BIOSIS, National Agricultural Science (NAL), Google Scholar, MyCite and ISC.

Future vision

We are continuously improving access to our journal archives, content, and research services. We have
the drive to realise exciting new horizons that will benefit not only the academic community, but society
itself.



Citing journal articles
The abbreviation for Pertanika Journal of Social Sciences & Humanities is Pertanika J. Soc. Sci. Hum.

Publication policy

Pertanika policy prohibits an author from submitting the same manuscript for concurrent consideration
by two or more publications. It prohibits as well publication of any manuscript that has already been
published eitherin whole or substantial part elsewhere. It also does not permit publication of manuscript
that has been published in full in Proceedings.

Code of Ethics

The Pertanika Journals and Universiti Putra Malaysia takes seriously the responsibility of all of its
journal publications to reflect the highest in publication ethics. Thus all journals and journal editors are
expected to abide by the Journal’s codes of ethics. Refer to Pertanika’s Code of Ethics for full details, or

visit the Journal’s web link at http://www.pertanika.upm.edu.my/code_of_ethics.php

International Standard Serial Number (ISSN)

An ISSN is an 8-digit code used to identify periodicals such as journals of all kinds and on all media—print
and electronic. All Pertanika journals have ISSN as well as an e-ISSN.

Journal of Social Sciences & Humanities: ISSN 0128-7702 (Print); I1SSN 2231-8534 (Online).

Lag time
A decision on acceptance or rejection of a manuscript is reached in 3 to 4 months (average 14 weeks).
The elapsed time from submission to publication for the articles averages 5-6 months.

Authorship

Authors are not permitted to add or remove any names from the authorship provided at the time of
initial submission without the consent of the Journal’s Chief Executive Editor.

Manuscript preparation
Refer to Pertanika’s INSTRUCTIONS TO AUTHORS at the back of this journal.

Editorial process

Authors are notified with an acknowledgement containing a Manuscript ID on receipt of a manuscript,
and upon the editorial decision regarding publication.

Pertanika follows a double-blind peer-review process. Manuscripts deemed suitable for publication
are usually sent to reviewers. Authors are encouraged to suggest names of at least three potential

reviewers at the time of submission of their manuscript to Pertanika, but the editors will make the final
choice. The editors are not, however, bound by these suggestions.

Notification of the editorial decision is usually provided within ten to fourteen weeks from the receipt
of manuscript. Publication of solicited manuscripts is not guaranteed. In most cases, manuscripts are
accepted conditionally, pending an author’s revision of the material.

The Journal’s peer-review

In the peer-review process, three referees independently evaluate the scientific quality of the submitted
manuscripts.

Peer reviewers are experts chosen by journal editors to provide written assessment of the strengths and
weaknesses of written research, with the aim of improving the reporting of research and identifying the
most appropriate and highest quality material for the journal.

SaljluBWN @ S82USIOS |BIDOS JO |eulnor

[
9)
c
=
=)
o
o
S
%)
(o}
o,
Qo
w
Q,
[}
=)
9]
o)
)
Q
I
c
3
0
=
=
)
%)

SaljluBWNE @ S82USI0S |BID0S JO |eulnor




Journal of Social Sciences & Humanities

Journal of Social Sciences & Humanities

"
2
=
c
@
<
5
I
oJ
"
[0}
Q
c
9
3
)
ks
(3
0
()
—
(e}
©
c
—_
5
(o}
S

Operating and review process

What happens to a manuscript once it is submitted to Pertanika? Typically, there are seven steps to the
editorial review process:

1.

The Journal’s Chief Executive Editor (CEE) and the Editorial Board Members examine the
paper to determine whether it is appropriate for the journal and should be reviewed. If not
appropriate, the manuscript is rejected outright and the author is informed.

The CEE sends the article-identifying information having been removed, to three reviewers
who are specialists in the subject matter represented by the article. The CEE requests them to
complete the review in three weeks.

Comments to authors are about the appropriateness and adequacy of the theoretical or
conceptual framework, literature review, method, results and discussion, and conclusions.
Reviewers often include suggestions for strengthening of the manuscript. Comments to the
editor are in the nature of the significance of the work and its potential contribution to the
field.

The CEE, in consultation with the Editor-in-Chief (EiC), examines the reviews and decides
whether to reject the manuscript, invites the author(s) to revise and resubmit the manuscript.
The CEE may seek additional reviews. Final acceptance or rejection rests with the CEE and EiC,
who reserve the right to refuse any material for publication. In rare instances, the manuscript
is accepted with almost no revision. Almost without exception, reviewers’ comments (to the
author) are forwarded to the author. If a revision is indicated, the editor provides guidelines
for attending to the reviewers’ suggestions and perhaps additional advice about revising the
manuscript.

The authors decide whether and how to address the reviewers’ comments and criticisms and
the editor’s concerns. The authors return a revised version of the paper to the CEE editor
along with specific information describing how they have answered’ the concerns of the
reviewers and the editor, usually in a tabular form. The author(s) may also submit a rebuttal
if there is a need especially when the author disagrees with certain comments provided by
reviewer(s).

The CEE sends the revised paper out for re-review. Typically, at least one of the original
reviewers will be asked to examine the article.

When the reviewers have completed their work, the CEE in consultation with the EiC and
Editorial Board Members examine their comments and decide whether the paper is ready to
be published, needs another round of revisions, or should be rejected.

If the decision is to accept, an acceptance letter is sent to all the author(s), the paper is sent to
the Press. The article should appear in print in approximately three months.

The Publisher ensures that the paper adheres to the correct style (in-text citations, the
reference list, and tables are typical areas of concern, clarity, and grammar). The authors are
asked to respond to any minor queries by the Publisher. Following these corrections, page
proofs are mailed to the corresponding authors for their final approval. At this point, only
essential changes are accepted. Finally, the article appears in the pages of the Journal and is
posted on-line.
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Foreword

Welcome to the Second Issue of 2020 for the Journal of Social Sciences and Humanities
(JSSH)!

JSSH is an open-access journal for studies in Social Sciences and Humanities published by
Universiti Putra Malaysia Press. It is independently owned and managed by the university
for the benefit of the world-wide science community.

This issue contains 50 articles; two review articles and the rest are regular articles.
The authors of these articles come from different countries namely Malaysia, Japan,
Indonesia, Singapore, Ghana, USA, Thailand, Balgium, Hungary, India and Oman.

Met’eb Ali Alnwairan dissected the master-slave dialectics in Carlos Bulosan’s America is
in the Heart (1947), in his article, entitled “Master-Slave Dialectics and the Evolution of
the Selfin Bulosan’s America is in the Heart”. He perceived that the study shed light on the
evolution of the self-conscious, human individuality as a foundation of the individual’s
moral agency, based on the principles of Hegel’s and Marx’s dialectics. Further details of
the study can be found on page 1277.

Aselected review paper from the scope of religious studies, entitled “A Survey on Relevant
Malaysian Fatwa about Cadaver Concerning Tissue Engineering Research” discussed
about the fatwa in Malaysia regarding to the issue of tissue engineering research. Local
fatwa related to the sampling of tissue from the dead human body was retrieved from
various resources. It is shown that the importance of Muslim researchers to ensure their
conduct and practices in developing new treatment should be in line with the shari‘ah.
Details of this study are available on page 1451.

Aregular article entitled “Anticipations for and Perceived Barriers of Development among
the Sarawak’s Highlanders” discussed on the perception of the highlanders towards
development. This study shows that the highlanders generally welcome development
but were unsure of the modes of development to adopt. The detailed information of this

article is presented on page 1507.

We anticipate that you will find the evidence presented in this issue to be intriguing,
thought-provoking and useful in reaching new milestones in your own research. Please
recommend the journal to your colleagues and students to make this endeavour
meaningful.



All the papers published in this edition underwent Pertanika’s stringent peer-review
process involving a minimum of two reviewers comprising internal as well as external
referees. This was to ensure that the quality of the papers justified the high ranking
of the journal, which is renowned as a heavily-cited journal not only by authors and
researchers in Malaysia but by those in other countries around the world as well.

We would also like to express our gratitude to all the contributors, namely the authors,
reviewers, Editor-in-Chief and Editorial Board Members of JSSH, who have made thisissue
possible. JSSH is currently accepting manuscripts for upcoming issues based on original
qualitative or quantitative research that opens new areas of inquiry and investigation.

Chief Executive Editor
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ABSTRACT

This study aimed to examine the effect of firm characteristics and corporate governance
on the quality of management compensation disclosure in Indonesia. The adoption of
International Accounting Standards (IAS) 24 “Related Party Disclosures” in Indonesia in
2011 had required disclosures about key management compensation, which was not required
by the previous standard. The research was conducted by examining the top 100 listed
companies’ data that ranged between 2011 and 2014. Our findings suggest that institutional
ownership and firm size are positively associated with the disclosure level of management
compensation. We also found that the proportion of independent audit committee was
negatively associated with the level of management compensation disclosure. Finally, we
found no evidence that the audit quality had affected the level of management compensation
disclosure. Our research has shed light on the determinants of management compensation
disclosure in an emerging country with a two-tier board system where arguably the financial
reporting environment is opaquer than the more developed countries.
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al., 2019; Unite et al., 2008). Mandatory
disclosure on management compensation
has been regulated in many developed
countries such as the US (Conyon, 2011),
and the UK (Al-Shaer & Zaman, 2019).
Research on management compensation
in emerging countries, however, remains
limited due to data availability issues
(Darmadi, 2011; Utami & Kusuma, 2020).
Indeed, firms are reluctant to disclose
company information related to key
management compensation as it could lead
to confidential proprietary information
leakage (Aobdia, 2018; Donahue, 2008).

Upon the decision to converge national
accounting standard with International
Financial Reporting Standards (IFRS) in
2008, Indonesia had adopted International
Accounting Standards (IAS) 24 “Related
Party Disclosures” in 2011 into its local
standard of Pernyataan Standar Akuntansi
Keuangan (PSAK) 7. The standard
requires the disclosure of key management
compensation and also the disclosure of
related parties’ relationships, transactions
and balances, including commitments,
in the financial statements. The level of
detail for management compensation
disclosure is increased among Indonesian
listed companies after the adoption of IAS
24 (Utama & Utama, 2014). This study
aims to examine the effect of institutional
ownership, audit committee, audit quality
and size to the disclosure of management
compensation among top Indonesian listed
companies.

Top management compensation is a
very attractive subject both for legislators

and academic studies in Indonesia
(Chou & Buchdadi, 2018; Darmadi,
2011; Kartadjumena & Rodgers, 2019).
Indonesia provides an attractive research
ground for this subject as it is among
the emerging countries where financial
reporting environment is relatively more
opaque than developed economies with
low market incentives for the preparers
to produce a good quality financial report
(Ball et al., 2003; Lourenco, 2018). Thus,
the new accounting standard’s requirement
to disclose management compensation may
be seen as an effort to improve the quality
of accounting information and transparency.

However, the presence of the mandatory
requirement to disclose management
compensation does not necessarily guarantee
full compliance. Robinson et al. (2011)
reported the disclosure deficiency amongst
336 US firms as identified by the Securities
and Exchange Commission (SEC) after
mandatory disclosure of management
compensation in 2006. Another study
by Alfijri et.al (2014) reported that the
mandatory disclosure rate of companies
in the UAE was only 57%. As such, it is
reasonable to expect that the new accounting
standard in Indonesia does not necessarily
lead to full compliance amongst companies,
especially in the early years of adoption.
Indeed, Indonesia’s level of disclosure on
a firm’s governance is among the lowest in
ASEAN countries (Laksono, 2016). More
specifically, Laksono (2016) had reported
that Indonesia ranked lowest among other
countries in ASEAN with the average index
of Executive Director Remuneration and
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Compensation Disclosure of 0.1900. The
highest score is Thailand with a value of
0.2728. While Malaysia is in the middle
with a value of 0.2206. These findings
implied that the corporate governance
practice in Indonesia is still low compare
to other countries in ASEAN, especially
in terms of management compensation
disclosure.

On the other hand, management
compensation needs to be disclosed
for several reasons. First, disclosure of
information on compensation for key
management is part of the principle of
good corporate governance and may assist
the company to improve the governance.
Second, disclosure of the information is
required by shareholders as a tool for the
decision making process. Disclosure of
incomplete key management compensation
information will result in the commissioner’s
decision in granting compensation to key
management uncontrolled (Donahue,
2008). As claimed by Donahue (2008), the
absence of key management compensation
information disclosure would result in the
risk of an outrage cost (key management
compensation exceeding the prescribed
limit).

The remaining of our paper is structured
as follows. The ensuing section reviews the
literature which has guided for us to develop
research hypotheses. We then describe the
research methodology adopted for this
study before presenting the results derived
from the statistical tests performed. Such
results are related to the extant literature in
which further elaboration is presented in the

discussion section. Finally, we conclude the
paper and provide future recommendations
for future research.

Literature Review

Agency Theory. The agency theory is one
of the theories underlying the study of the
extent of disclosure which explains the
relationship between agent and principal.
The agency relationship presented by
Jensen and Meckling (1976) describes the
contractual relationship that arises between
one or more shareholders (principal) to
another party which is manager (agent),
where the agent is required to perform
services on behalf of the principal and
involves delegation of authority to the
agent in making business decisions. The
principal acts as a provider of facilities
and funds to run the company, while the
agent is obliged to manage and execute
the corporate management function. In the
supervisory function, the agent is obliged to
report periodically to the principal for the
business he or she has undertaken. While
the principal has to assess the performance
of agents through financial statements
submitted.

Principle-agent model explains
the reason for complex management
compensation such as share options and
performance bonus, instead of just a flat
salary (Gayle et al., 2018). Management
compensation mix is designed to motivate
the agent in increasing the principle’s
value. The literature on agency theory and
executive compensation over the last two
decade has argued that CEO compensation
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should be aligned to firm performance
(Grossman & Hart, 1992; Holmstrom,
2000; Jensen & Murphy, 1990). It is by
disclosing management compensation that
the information asymmetry may be reduced
due to the agency problem, especially for
minority investors.

Corporate Governance. Corporate
governance has attracted the attention of
academic researchers and business world in
recent years after the financial crisis of 2008
(Grosse et al., 2017; Ma et al., 2019; Ng et
al., 2016). According to the International
Auditing and Assurance Standards Board
(2013), governance describes the role
of the person(s) or organization(s) with
responsibility for overseeing the strategic
direction of the entity and obligations
related to the accountability of the entity. A
good corporate governance system should
provide effective protection of security in
getting a higher return on investments for
all shareholders, be it creditors or minority
shareholders (Bhaumik et al., 2019; Ng et
al., 2016). Furthermore, Ng et al. (2016)
stated that with the structured mechanisms
in place, it would directly or indirectly shape
the corporate governance system to enforce
these rules more effectively in any country.

Institutional Ownership. Institutional
ownership is defined as shares ownership
by parties in the form of institutions such
as insurance companies, banks, investment
companies, and other parties related to
institutional ownership. Institutional
ownership is a tool that can be used to

reduce agency conflict by controlling the
management through an effective monitoring
process. The percentage of certain shares
owned by an institution can affect the
process of preparing the financial statements,
which does not rule out the existence of
accruals in the interests of the management
(Birt et al., 2019; Kusumaningtyas et
al., 2019). The institutional investors’
impact on corporate management can be
significant and used to align management
interests with shareholders or reduce agency
conflicts. The relatively large percentage of
institutional share ownership may affect the
disclosure of company reporting through
the General Meeting of Shareholders
(GMS). Rachmawati and Triatmoko (2015)
stated that corresponding to the monitoring
function, institutional investors were
believed to have more capability to monitor
management actions better than individual
investors. Institutional investors have better
resources than individual investors, such
as experts to analyze investments, greater
capital, and more sophisticated equipment.
This is why institutional ownership is used
in this research as a proxy for corporate
governance, it can reduce agency conflict
by improving the quality of corporate
governance.

Independent Audit Committee. Corporate
governance has an important role to
mitigate the negative effect of related
party transaction to the accounting quality
(Hasnan et al., 2016). Audit committees
are formed to assist the commissioners in
carrying out their duties related to internal

748 Pertanika J. Soc. Sci. & Hum. 28 (2): 745 - 762 (2020)



Management Compensation Disclosure

control, financial reporting, and corporate
behaviour standards. The audit committees
are expected to improve the quality of
financial reporting, ensuring that directors
make decisions based on accounting policies,
practices and disclosures, reviewing the
scope and results of internal and external
audits, and overseeing the financial reporting
process. By having an effective audit
committee, commissioners can escalate
the quality of financial reporting. Also, the
audit committee assists the commissioners
to carry out their duties and responsibilities
to oversee the company’s internal controls,
resolve the audit issues, and allow the
commissioner time to focus more on other
issues. This is why an independent audit
committee is used in this research as a proxy
for corporate governance, it can reduce
agency conflict by improving the quality of
corporate governance.

Based on the Decision of the Chairman
of Bapepam and LK Number: Kep-643/
BL/2012 on the Establishment and Guidance
of the Implementation of the Work of the
Audit Committee is arranged the subjects
about audit committee. Audit Committee
membership consists of at least three
members, and one of them is an independent
commissioner who also doubles as chairman
of the committee. Other members are
independent external parties of which at
least one of them has accounting and/or
finance capabilities. Furthermore, a prior
study suggested that independent audit
committee members would ensure higher
quality financial reporting (Lary & Taylor,
2012).

Firm Characteristics. In this study, the
firm characteristic is represented with
audit quality and firm size. Based on
research conducted by Aljifti et al (2014),
these characteristics were selected on the
basis that they met the following three
preconditions: (1) the variable encompasses
sound theoretical reasons for explaining
the association between the variable and
corporate disclosure, (2) the variable is
relevant to the socio-economic environment
of Indonesia; and (3) sufficient data about
the variable was available. An auditor
can be the mechanism for controlling
the behaviour of management, thus it’s
characteristics. The auditing process has
an important role in reducing agency costs
by limiting the opportunistic behaviour of
management. This is why audit quality is
used as a proxy for firm characteristics.
Disclosing detailed information is costly,
and thus may not be affordable for small
firms, large firms are usually diverse in the
scope of their business, the types of products
and geographical coverage (Aljifti et al.,
2014). Furthermore, a considerable amount
of information is required for management
purposes and can be generated internally.
This is why firm size is also used as a proxy
for firm characteristics.

Audit Quality. An auditor can be the
mechanism for controlling the behaviour
of management. The auditing process has
an important role in reducing agency costs
by limiting the opportunistic behaviour of
management. Auditing process by external
auditors verify the claim made by the agent
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and ensure the shareholders that the numbers
presented in the financial statements are
fair. Public accountants as external auditors
who are relatively more independent
of management than internal auditors
have so far been expected to minimize
profit engineering cases and improve the
credibility of accounting information in
financial statements (D’Angelo, 1981;
Jordan et al., 2017). Big accounting firms
have attracted a much larger fee than the
small firms as the big accounting firms
signalled a better audit quality (Fung et al.,
2019). The auditor’s quality dimension most
frequently used in research is the size of the
public accounting firm because the firm’s
reputation is considered as the most relevant
to proxy audit quality (Challen & Siregar,
2017; Jiang et al., 2018; Jordan et al., 2017).

Firm Size. Firm size is a description of the
size of a company. Sudarmadji and Sularto
(2007), argued that the size of the company
reflected in total assets, total sales or market
capitalization. The greater the total assets,
sales and market capitalization owned by
the company, the greater the size of the
company. Of the three measurements, the
relative asset value is considered to have
a higher level of stability than the total
sales and market capitalization value in
determining the size of a company. The
large company arguably will provide more
disclosures than a smaller company. Wider
disclosure indicates that companies have
applied the principles of good corporate
governance which also may reduce the
asymmetry information. The previous study

argued that the size of the company had a
significant association with the company’s
disclosure (Probohudono et al., 2013).

Management Compensation. Motivating
the agent to act in the principal’s interest is
the key challenge arising from the separation
of ownership and control. The main
instrument to encourage management to
act for the wealth of shareholders is through
compensation contract. The disclosure of
management compensation increases the
trust of the investors (Seow et al., 2019).
Management compensation disclosure has
been required and used by the regulators as
the mean to improve corporate governance.
Market regulators have demanded more
disclosure requirements for top management
as part of the corporate governance reform.
For example, is the requirement by the
US SEC in 2017 for public companies to
disclose the ratio of CEOQ’s compensation to
the median compensation of its employees
(Securities and Exchange Commission,
2015). US SEC has required disclosure
for management compensation since the
1970s and evolves (Espahbodi et al., 2016).
However, in Indonesia, mandatory disclosure
for top management compensation is
required since 2011 with the adoption of
IAS 24.

Hypotheses Development

Management compensation disclosure as an
instrument to reduce the agency problems
has also been used by the regulator to
improve the corporate governance of the
companies. The company’s with better
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corporate governance attract more trust
from the shareholders by disclosing their
top management compensation (Seow
et al., 2019). Thus we are interested to
investigate if the corporate governance of
the companies is associated with the level
of management compensation disclosure.
The firm’s characteristics as proxied by the
firm’s size and audit’s quality may also be
associated with the level of management
compensation disclosure. Considering the
preceding discussion, we formulate our
hypothesis as follow:

H,: Institutional ownership is

associated with the level of management

compensation disclosure.

H,: The independent Audit Committee is

associated with the level of management

compensation disclosure.

H;: Audit quality is associated with

the level of management compensation

disclosure.

H,: The firm size is associated with

the level of management disclosure

compensation.

MATERIALS AND METHODS
Research Design and Sources of Data

This research used Logit Regression to
test the previously formulated hypotheses
about the effect of ownership structure,
independent audit committee, audit quality
and company’s size on the extent of key
management compensation disclosures in
companies registered in Kompas 100. The
Kompas100 Index is a stock index of 100
shares of public companies traded on the

Indonesia Stock Exchange (IDX). This study
chose Kompas 100 because the selected
company had large market capitalization
values, also had good fundamentals and
performance. Thus companies in Kompas
100 index supposedly have better financial
reporting quality, bigger remuneration, and
better corporate governance. Secondary data
is employed in this research to be analyzed.
This study used the data presented in the
published corporate financial statements
obtained from the IDX website (Www.
idx.co.id) or the official website of each
company. These archival data were collected
from 2011 to 2014 (time series) as well
as cross-section as it includes several
companies with diverse industries. With
time-series data and cross-section in this
research then used pooling data or panel
data.

Population and Sample

The populations in this research were all
companies listed on the Indonesia Stock
Exchange and included in Kompas 100 in
2011-2014. The sample used in this research
was chosen by the purposive sampling meet
the following criteria:
(i) All companies listed in Indonesia
Stock Exchange (BEI) in 2011-
2014 and included in Kompas 100.
(i) Companies are included in Kompas
100 in 2011-2014 consistently
(iii)) The company has submitted/
published annual financial reports
and annual reports that have
been audited regularly and have
complete financial data as required
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by this research and can be accessed
through the internet
(iv) The company has an independent
institutional shareholder and
independent audit committee from
outside the company.
Based on these criteria, 212 observations
in 5 years (2011-2014) were used as research
samples.

Research Model

To test the hypothesis, this study employed a
logit regression technique with the following
empirical model:

COMPDISC;y = a + y;INSTOWN;;,
+y,AUCOM;;;
+ y3AUQUAL
+ V4SIZEj ;1 + €

Note:

COMPDISC;=abroad level of disclosure
of key management compensation in the
company’s financial statements i. The
disclosure level than divided into high
and low disclosure to differentiate the
level. The firm will be given 1 if the
disclosure score is equal 4, and 0 if the
disclosure score is 0, 1, 2 or 3.
INSTOWN,; = proportion of the
company’s institutional ownership i
AUCOM; =
independent audit committee members
from outside the company

AUQUAL;; = quality audit company i

the proportion of

in year t.
SIZE; = firm size i

The extent of disclosure of key
management compensation in the company’s
financial statements is measured using
scores as in previous studies conducted by
Akmyga and Mita (2015), and Astasari and
Nugrahanti (2015). The disclosure score is
divided into five namely:

(i) A score of 0 is given if the firm
does not disclose key management
compensation in the financial
statements

(i1) Score 1 is given if the company only
presents total compensation without
a description of reward categories

(ii1) Score 2 is given when the company
discloses the total compensation of
each commissioner and director

(iv) Score 3 is given when the company
discloses the total compensation
by providing a description/reward
category

(v) Score 4 is given when the company
discloses the total compensation
and provides details of sub amounts
per category of employee benefits.

The operational definition of each
independent variable used in this study is
described as follows:

(a) Institutional Ownership
(INSTOWN). This variable is
measured by using the percentage
of the number of shares owned by
the institution from all share capital
of the company in circulation
(Bangun et al. as cited in Astasari
& Nugrahanti, 2015).

(b) Independent Audit Committee
(AUCOM). This variable is
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measured using the ratio of the
number of independent audit
committee members to the total
number of audit committee
members present in the company
(Mujiyono & Nany, 2010).

Audit Quality (AUQUAL). Audit
Quality; is the quality of corporate

(©)

audit i in year t. Following
DeAngelo (1981), audit quality can
be measured by a public accounting
firm’s size. Audit Quality is coded
1 if the company is audited by Big
4 and is 0 if it is not audited by Big
4.

(d) Firm Size (SIZE). Firm size is a
scale that determines the size of the
company that can be reviewed from
the value of equity, sales value, the
number of employees and the total
value of assets which is a context
variable that measures the demands
of service or product organization
(Kusnia, 2013). Following Minnick
and Noga (2010) in measuring the

size of the company is by the natural
logarithm of the company’s total
assets at the end of the year.

RESULTS AND DISCUSSION
Descriptive Statistics

Figure 1 shows that in general the disclosure
of management compensation in Indonesia
was improving over the years from 2011 to
2014. Companies with a score of 1 resulted
a significant decreasing in number from
2011 to subsequent years. The number of
companies with score 2 and score 3 did not
seem to decrease and increase significantly.
There was a significant increase in the
number of companies with a score of 4 from
2011 to the next year. This indicates that
the extent of disclosure of key management
compensation in the financial statements of
the company is increasing.

Table 1 presents the descriptive statistics
for the dependent variable (COMPDISC)
and the independent variables (INSTOWN,
AUCOM, AUQUAL and SIZE). From the
table, it can be seen that on average, firms in
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Figure 1. The quality of management compensation disclosure
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Table 1
Descriptive statistics
N Mean SD Ql Median Q3

COMPDISC 212 0.44 0.5 0 0 1
INSTOWN 212 70.53 21.29 55.88 71.46 90.24
AUCOM 212 0.60 0.12 0.50 0.67 0.67
AUQUAL 212 0.76 0.43 1 1 1
SIZE 212 13.46 0.56 13.07 13.34 13.77

Notes: COMPDISC= management compensation disclosure level. A firm with high disclosure (i.e., disclosure
score = 4) is coded 1 and 0 otherwise; INSTOWNn= the percentage of institutional ownership; AUCOM =
the percentage of the independent audit committee in the board; AUQUAL= audit quality, represents 1 if a
firm is audited by Big 4 audit firm, and 0 otherwise; SIZE= natural log of total assets.

our sample had 44% of high-level disclosure
in key management compensation. The
average (median) institutional ownership
(INSTOWN) in our sample was 70.53%
(71.46%), suggesting that the majority
of firms in our sample were owned by
institutional shareholders. Next, the average
(median) of audit committee proportion
from an independent party (4UCOM) in our
sample was 60% (67%). Further, firms in our
sample, on average, 76% were audited by
Big Four audited firms (AUQUAL). Finally,
the mean of SIZFE as a proxy of firm size was
13.46 (median=13.34).

Correlation Statistics

Pearson and Spearman correlations between
the dependent and independent variables are

presented in the upper and lower diagonal
of Table 2 respectively. COMPDISC is
positively correlated with INSTOWN,
AUQUAL AND SIZE (p<0.05, Pearson and
Spearman Correlations) suggesting that as
institutional ownership, audit quality and
size increase, compensation disclosure
also increased. COMPDISC, however, is
negatively correlated with A UCOM (p<0.05,
Pearson and Spearman Correlations)
suggesting that as the number of independent
audits committee member increased, the
extent of compensation disclosure decreased.
the correlation statistics generally indicate
that compensation disclosure increased
with INSTOWN, AUQUAL, SIZE and
decrease with AUCOM. Finally, the highest
correlation observed in Table 2 was between

Table 2
Correlation matrix
COMPDISC INSTOWN AUCOM AUQUAL SIZE VIF
COMPDISC 0.39% -0.29* 0.17* 0.31* 1.28
INSTOWN 0.40* -0.12 0.27* 0.37* 2.10
AUCOM -0.28* -0.11 -0.27* -0.26* 1.72
AUQUAL 0.20%* 0.23%* -0.26* 0.37** 2.34
SIZE 0.31%* 0.34* -0.23* 0.37* 3.82

Correlations: Pearson (Spearman) Correlations are Presented in the Upper (Lower) Diagonal.
Notes: * significant at 1 percent level ** significant at 5 percent level
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COMPDISC and INSTOWN (0.40, Pearson
Correlation, significant at the 1% level).
In testing for potential multicollinearity,
the highest variance inflation factor (VIF)
scores relate to SIZE (3.82), which was
lower than the conservative threshold of 10
beyond which multicollinearity concerns
could arise among independent variables
(Kennedy, 1992).

Logit Regression Results

Table 3 reports the results from the estimation
of empirical model, which regresses the level
of key management compensation disclosure
on independent variables (INSTOWN,
AUCOMM, AUQUAL, and SIZE). The
result based on INSTOWN as independent
variable revealed that the coefficient was
positive (0.046) and significant at 1% level
(z-statistic=-4.98). This result suggests that
as institutional ownership increases the
level of key management compensation
disclosure will also increase. The result
for AUCOM shows that the coefficient
was negative (-3.369) and significant at
the 5% level (z-statistic=-2.38). It suggests

that the increase in the audit committee
proportion will lead to a decrease in the
level of key management disclosure. Next,
the result for AUQUAL revealed that
the coefficient was negative (-0.119) but
not significant at any conventional level
(z-statistic=-0.280). It suggests that the audit
quality does not affect the level of disclosure
on key management compensation. The
result for SIZE as independent variable
showed that the coefficient was negative
(-0.949) and significant at 5% level
(z-statistic=-2.830). It suggests a larger
firm will be more likely to disclose more
on key management compensation. Finally,
the pseudo-R-squared values from the
regression specifications reported in Table
3 indicated that the explanatory variables
collectively explained around 22.48% of
the total variation in the decision of firms
to disclose more or less of key management
compensation. This table presents results
from the estimation of empirical model,
which regressed the high level of disclosure
(COMPDISC) on independent variables
(INSTOWN, AUCOM, AUQUAL and SIZE).

Table 3

Logit regression results
Variable Coefficient Robust z-Statistic Prob.

Std. Error

INSTOWN 0.046 0.009 4.980%* 0.000
AUCOM -3.369 1.414 -2.380%* 0.017
AUQUAL -0.119 0.422 -0.280 0.778
SIZE 0.949 0.335 2.830%* 0.005
C -14.231 4.528 -3.140 0.002
Pseudo R? 0.2248
N 212

Notes: * significant at 1% level ** significant at 5% level
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DISCUSSION

This study tested four hypotheses if
institutional ownership (INSTOWN),
audit committee (AUCOM), audit quality
(AUQUAL) and firm size (SIZE), had
a significant effect on the management
compensation disclosure. The study found
that institutional ownership, audit committee
and firm size had a significant effect on the
management compensation disclosure.

Institutional ownership arguably can
be used in reducing agency conflict by
controlling the management through an
effective monitoring process. Percentage
of certain shares owned by the institution
may affect the process of preparing
financial statements that do not rule out
any actualization according to the interests
of the management (Birt et al., 2019; Hanafi
& Setiawan; 2018; Kusumaningtyas et al.,
2019). By the intervention of institutional
stakeholders, it is expected that greater
disclosure of the extent in key management
compensation will be better.

The institutional ownership variable has
a significant positive effect on the extent of
disclosure of key management compensation
on the results of this study. This is in contrast
to Astasari and Nugrahanti (2015) research
findings that institutional ownership
had a significant negative impact on the
extent of disclosure of key management
compensation in the financial statements.
Institutional share ownership has proven to
improve the quality of corporate information
disclosure. Institutional ownership defined
as share ownership by parties in the form of
institutions such as insurance companies,

banks, investment companies, and other
parties related to institutional ownership.
Institutional shareholders gain more benefit
than individual investors, especially major
institutional shareholders or above 5%.
Institutional investors arguably have better
resources than individual investors, such
as experts to analyze investments, greater
capital, and more sophisticated equipment.
Large institutional shareholders are assumed
to have long-term investment orientation
which immediately affects their higher
concern toward the development of the
company by monitoring the company. The
relatively large percentage of institutional
share ownership may affect the disclosure
of company reporting through the General
Meeting of Shareholders (GMS). Effective
monitoring processes by institutional
shareholders can influence the process of
preparing financial statements, including
key management compensation disclosures.

The general purpose of establishing
audit committees, among others, is to
improve the quality of financial reporting,
ensuring that directors make decisions
based on accounting policies, practices
and disclosures, reviewing the scope and
results of internal and external audits,
and overseeing the financial reporting
process. With an effective audit committee,
commissioners can improve the quality
of financial reporting. The results of this
study indicate that the audit committee
has a negative and significant association
with the key disclosure of key management
compensation. This result is differing
from the previous research conducted by
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Astasari and Nugrahanti (2015) which
found that the audit committee had no
effect on the extent of disclosure of key
management compensation in the financial
statements. Mujiyono and Nany (2010)
also found that the audit committee did
not affect the area of voluntary disclosure.
Similarly, the results of Wulandari and
Budiartha (2014) showed that the audit
committee did not affect the integrity of the
financial statements. This signifies the role
of independent audit committee members
has not been effective in improving the
quality of corporate financial statement
disclosure. The more independent members
of the audit committee disclose financial
statements declining in quality. The many
parties who give opinions/suggestions to
improve the quality of financial statement
disclosure, even make the inputs, are not
executed maximally, because it is not
focused on one/two input only.

Further, the results of this study
indicate that audit quality measured by
a public accounting firm’s size does not
affect the extent of disclosure of key
management compensation in the financial
statements. That is, firms audited by Big
4 and Non-Big 4 firms provided the same
extent on key management compensation
disclosure. The results of this study are not
in line with previous research conducted
by Basset et al. (2007), DeAngelo (1981),
Nelson and Percy (2005), Wang and Chen
(2004) that companies audited by large
public accounting firms (Big 4) might
disclose mandatory information in financial

statements more widely. Akmyga and Mita
(2015) stated that the public accounting
firm measures had a significant effect on
the extent of disclosure of key management
compensation in the financial statements. It
is important to note that the Non-Big 4 Public
Accounting Firms in this research were PKF
International, Moore Stephens, Mazars,
HLB International, BDO International,
RSM International, DFK International, and
others. The Public accounting firm is an
internationally affiliated Public accounting
firm, which has good credibility. This shows
that the Non-Big 4 also has the same good
audit quality as big 4, so there might be
no significant difference in audit quality
between Big 4 and Non-Big 4 Public
Accounting Firm.

The results of this study indicate that
firm size variable provides a positive and
significant effect on the extent of disclosure
of key management compensation. This
may occur due to the increasingly stringent
regulations and public scrutiny make the
company try to keep its reputation more
transparent, especially for large companies,
as they are more visible and under greater
scrutiny from the stakeholders. The result of
this study is aligned with previous studies
such as Omar and Simon (2011), Agca and
Onder (2007), and Alsaeed (2006), which
indicated that firm size had a significant
effect on the disclosure of the company’s
financial statements. However, this study
is in contrast with the finding of Jaafar et
al. (2014) who found firm size harmed the
director’s remuneration disclosure.
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CONCLUSIONS

This study aimed to examine the effect
of firm characteristics and corporate
governance on the quality of management
compensation disclosure in Indonesia. Using
212 firm-year observations in four years
after mandatory disclosure of management
compensation in 2011, we documented some
evidence that institutional ownership and
firm size were positively associated with
the disclosure level of key management
compensation. We also found that the
proportion of independent audit committee
was negatively associated with the level of
management compensation disclosure. Our
research, however, did not find evidence
that the audit quality affected the level of
management compensation disclosure. This
study is significant for regulator and investor
who seek for determinants of management
compensation disclosure in an emerging
country with two-tier board system. The
implication of our study is highlighting
the importance of corporate governance in
solving agency problems. We recommend
the market regulator to impose a stricter
rule to improve the corporate governance
of the listed companies especially for the
quality and the quantity of independent audit
committee member. The paper contributes to
the literature of management compensation
disclosure as the size of the audit firm does
not affect the level of disclosure. This is not
necessarily a bad signal of lower quality of
Big Firms, instead, this may indicate that
the international non-Big Firms in Indonesia
have also similar audit quality with their Big
Firms competitors.
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INTRODUCTION

Social Networking Sites (SNS) have been
used by the users to share and create
relationships with other users (Karpinska-
Krakowiak, 2016). In addition, the second
most popular SNS among users around the
world (including in Indonesia) is YouTube
while Facebook is still in the first rank (Wang
& Li, 2015). The popularity of YouTube
relates to site accessibility (Simonsen,
2011), allowing everyone to upload and
share video content that has been created
(Amy et al., 2013).

YouTube users can upload and share
instrumental videos for their video blog
(Vlogs) to their followers. These YouTube
users are known as vloggers (Hill et al.,
2017). Vloggers may upload videos about
their personal lives (Lee & Watkins, 2016),
the products they use, the places they visit
and others. A vlogger can convey a message
of thoughts, opinions, and reviews to the
audiences who cannot provide immediate
feedback at the same time (Haider et al.,
2016). Furthermore, a vlogger provides a
reference for her followers regarded as an
opinion leader (Zanette et al., 2013).

Vlogger is an embodiment of Electronic
Word of Mouth (eWOM), in which a person
or a group of people may recommend or
provide opinions about a product or service
(Bayazit et al., 2017). Currently, vlog
content is a highly credible source for online
users as it is considered more trustworthy
through testimonials of product experience
(Hsuetal., 2014). A vlog about beauty is one
of the most popular and widely subscribed
contents (Ananda & Wandebori, 2016). The

viewers of the beauty vlogger content reach
more than 125 million and most of them are
young women (Berryman & Kavka, 2017).

In Indonesia, beauty vloggers such as
Sarah Ayu, Titan Tyra, Suhay Salim are
the most recommended vloggers for the
best beauty advice (Rahmiasri, 2016). The
beauty vloggers such as Nanda Arsyinta and
Molita Lin are even on the list of 66 Top
Asian Beauty Bloggers on YouTube in the
world (nylonpink.tv, 2017). Beauty vloggers
are believed to be able to stamp their
approval on a particular product where the
viewers can trust their opinion very much
because it is considered a recommendation
(Sokol, 2017).

Consequently, beauty vloggers
become influencers to their viewers with
a persuasive message through interaction
and interpersonal influence (Have, 2017).
The beauty vloggers creating video content
about beauty tutorial and product review
can be a manifestation of the persuasive
eWOM message. Persuasive eWOM
message is formed by argument quality,
source credibility, source attractiveness,
and source perception (Teng et al., 2016).
Persuasive eWOM message from beauty
vloggers is perceived as a credible source,
indicating the explanatory power in online
information acceptance (Teng et al., 2014).
Persuasive eWOM message and information
acceptance of eWOM effectively influence
the purchase behaviour of online consumer
(Erkan & Evans, 2016).

Therefore, this research investigated the
power of beauty vloggers as the influencers
to their viewers through the eWOM message
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which finally would influence the intention
of those viewers to buy the beauty product.
The objective of this research was to
examine the influence of the persuasive
eWOM message, based on the constructs of
argument quality, source credibility, source
attractiveness, and source perception on the
purchase intention through the Information
Acceptance of eWOM in Jabodetabek,
Indonesia.

Literature Review

Argument Quality. Argument quality refers
to the strength of the persuasion power
of arguments embedded in informational
messages which will develop the positive
attitude of consumers (Djafarova
& Rushworth, 2017). High argument
quality can be interpreted by both high
informativeness of sufficient data and
high persuasive level of strong support
claims (Zhang et al., 2014). Messages are
considered to have strong or weak qualities
based on their relevance, timeliness,
accuracy, and comprehensiveness (Cheung
& Thadani, 2012). The high-quality review
message reflects the clear reviewer’s attitude
and contains how and why the reviewer
has shaped a certain attitude towards the
target (Teng et al., 2014). Therefore, it can
be concluded that Argument Quality is the
information conveyed by the communicator
referring to the extent to which the recipient
of the message can understand and take an
attitude in response to the information.
HI: Argument quality has positive
effects on Information Acceptance of
eWOM

Source Credibility. Source credibility is
the ability and motivation of the source
of the message to generate accurate and
correct information to the audience (Li
& Zhan, 2011). Source credibility can
generate an effective persuasive message
and encourage a good attitude towards the
product/service associated with its review.
Source credibility is a multi-dimensional
concept that serves as a tool for the recipient
of information to assess the source or
transmitter of communication with respect
to the information. Source credibility is
formed by the dimensions of expertness,
trustworthiness, and source experience
(Khong & Wu, 2013). Source credibility
is driven by the perception of expertise
and trust of communicator to influence the
consumer attitudes towards the evaluation
of information received (De Veirman et al.,
2017). Expertness refers to the knowledge
that communicators have about the product/
service. Trustworthiness is a level of trust
and acceptance that the recipient of the
message develops toward the source. Source
experience deals with the extent to which
the communicator is familiar with the
product/service based on his or her actual
experience, as perceived by the eWOM
recipients (Teng et al., 2014). Additionally,
the credibility of the information relates to
the source’s influence on his or her followers
for changing and driving the opinion of
their purchase intention (Martawilaga &
Purwanegara, 2016).

H?2: Source credibility has positive

effects on Information Acceptance of

eWOoM
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H3: Source credibility has positive

effects on Purchase Intention
Source Attractiveness. Source
attractiveness is persuasion through the
identification process in which the recipient
is motivated to accumulate relation with the
source and by adopting the beliefs, attitudes,
preferences, or similar behaviour (Belch &
Belch, 2015). Source attractiveness has a
positive impact on consumer perceptions
and has the ability to influence opinion
change (Hill et al., 2017). In addition,
the source attractiveness perceived to
be attractive is more likely to lead to
purchase intention (Ananda & Wandebori,
2016). Source attractiveness is formed by
the dimensions of familiarity, likability,
similarity (Muda et al., 2014). Thus, source
attractiveness concluded as the ability of
a person referring to the attraction who
causes persuasion and will result in trust in
the recipient of the message (Kittikowit et
al., 2018).

HA4: Source attractiveness has positive

effects on information acceptance of

eWOoM

H5: Source attractiveness has positive

effects on purchase intention

Source Perception. Source perception
is a process of selecting, arranging and
interpreting the stimulation. Perception is
formed to give a sensation of its own in
giving meaning to the audiences (Solomon,
2015). Source perception is a form of
online review created by users aimed at
influencing other users’ intentions to receive
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and use online information (Teng et al.,
2016). Source perceptions take possession
of opinion leader role by an online review
which is helpful, reliable and valuable
to other users (De Veirman et al., 2017).
The dimensions of source perception are
usefulness, helpfulness, social tie, and
homophily (Teng et al., 2014).

H6: Source perception has positive

effects on information acceptance of

eWOM

Information Acceptance of eWOM.
Information acceptance of eWOM is based
on social norms or opinions in virtual
communities through the process of message
evaluation. If the reader determines that
the review is credible, he is more likely
to receive the eWOM message and this
influences the purchasing decision process
(Fan et al., 2013). Information acceptance
of eWOM is a persuasive message received
by the recipient from the trusted source
and it convinces the recipient that the
message is valid, growing his or her desire
in making a purchase. Persuasive messages
from social media opinion leader can lead
the acceptance of information that will be
affected the consumer behaviour regarding
recommending the product or services and
their intention to buy (Huhn et al., 2018).
The dimensions of information acceptance
of eWOM are acceptance and influence
(Teng et al., 2014).

H7: Information Acceptance of eWOM

has positive effects on Purchase

Intention
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Purchase Intention. Purchase intention
relates to consumer behaviour based on
personal characteristics of everyone in
determining a factor that can be categorized
as a brand, product, retailer, purchase
time and purchase quantity (Kotler &
Armstrong, 2014). Purchase intention
describes and determines consumer
responses to buy a product based on his
or her intention. Consumer purchase
intention can be determined through their
feedback and engagement (Schiffman et
al., 2013). Purchase Intention is formed
by the dimensions of likely, probably, and
definitely (Sari & Kusuma, 2014). Figure
1 depicts the conceptual model of this
research.

Based on the research framework,
the variables of source perception and
argument credibility are not directly
tested for purchase intent, this is because,
according to Teng et al. (2014), Source

Perception is an assessment made by the
user to influence the intentions of other users
to receive and use the information. Ideally,
based on the literature, source perception
should be mediated by the acceptance of
the information provided, so that it can only
influence consumer behaviour. Similarly,
the quality argument in the study by Teng
et a.l (2014) states that the quality of the
argumentation refers to “the persuasiveness
of'the argument embedded in the information
message” because it is still in the form of
information that is substantiated or assessed
In order to be able to influence consumer
behaviour, the acceptance level of the
information itself must then be mediated.
Therefore, based on the proposed research
framework, source perception and argument
quality variables are not immediately
recognized but must be mediated by eWOM
information acceptance.

Argument Quality
(X1
H1
Source Credibility H3
(X2)
H2 Information H7 ;
Acceptance eWOM Purchas(ezl;ltentlon
H4 Y)
Source Attractiveness
(X3) H5
H6
Source Perception
(X4)

Figure 1. Research framework and hypotheses
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MATERIALS AND METHODS
Measurement Items

The empirical hypothesis testing in this
research used multi-item scales based
on the previous studies which were
identified and modified to suit with the
study setting. A questionnaire with six
constructs was designed to capture the
respondents’ evaluation of the persuasive
eWOM message based on the constructs of
argument quality, source credibility, source
attractiveness, and source perception, on
the information acceptance of eWOM. In
addition, this study also measured the effect
of information acceptance of eWOM on
purchase intention through vlogger in the
beauty industry.

The argument quality consists of four
dimensions, namely relevance, timeliness,
accuracy, and comprehensiveness
(Cheung & Thadani, 2012). The source
credibility consists of three dimensions,
namely expertness, trustworthiness and
source experience (Khong & Wu, 2013).
The source attractiveness consists of
three dimensions, namely familiarity,
likability, and similarity (Muda et al.,
2014). The source perception consists
of four dimensions, namely usefulness,
helpfulness, social tie, and homophily
(Teng et al., 2014). The Acceptance of
eWOM consists of two dimensions, namely
acceptance and influence (Teng et al., 2014).
Finally, purchase intention consists of two
dimensions, namely likely, probably, and
definitely (Sari & Kusuma, 2014). The
questionnaires were distributed online using
Likert scales covering points 1 through 5.

The assessment used was 1 for strongly
disagree, 2 for disagree, 3 for neutral, 4 for
agree, and 5 for strongly agree.

Data Collection

This research used explanatory research
with a quantitative approach. Data collection
method used surveys to 400 subscribers or
beauty vlogger viewers in Jabodetabek area,
Indonesia. The sampling technique used was
probability sampling with a simple random
sampling, where we assigned a number to
each population element and then used a
random number table to select the specific
element to be inserted into the sample. The
respondents’ answers in the questionnaires
were processed using Structural Equation
Modeling (SEM). In this study, we used
SmartPLS 3.0 to process the data. In
performing the analysis, several stages were
conducted, namely, designing path analysis,
testing the outer model, and testing the inner
model.

RESULTS AND DISCUSSIONS
Descriptive Information

Based on research results, it is known that
among 400 respondents, there were 395
respondents (98.7%) aged 15-25 years old.
Thus, it can be concluded that most of the
followers of the beauty vlogger are aged 15-
25 years old. This result relates to the age of
internet user in Indonesia, which is around
15-25 years old. Based on the respondents’
domicile, 203 respondents (50.8%) lived in
Tangerang, 126 respondents (31.5%) lived
in Jakarta, 30 respondents (7.5%) lived in
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Bekasi, 24 respondents (6%) lived in Depok,
and 17 respondents (4.2%) lived in Bogor.

To assess the internal consistency of
each construction, the composite reliability
(CR) and Cronbach Alpha were calculated.
The acceptable threshold level for the test
is 0.7. As shown in Table 1, according
to Fornell and Larcker (1981), all CR
and Cronbach’s values exceed the value
of 0.7, thus indicating adequate internal
consistency (Hsu et al., 2014).

In addition, for testing convergent
validity, Fornell and Larcker (1981)
suggested that the loading factor of each
dimension must exceed 0.7 and AVE
must exceed 0.5. In Table 1, all loading
factors range from 0.74 to 0.96 and AVE
ranged from 0.62 to 0.91, all of which
meet the recommended criteria. Regarding
the discriminant validity, the tests were
performed based on the criteria suggested by
Fornell and Larcker (1981). In Table 1, all
diagonal values exceed the inter-construct

correlation, thus meeting the criteria for
establishing discriminant validity.

Correlation and Structural Model

Based on the test results, it is found that the
r-square value of argument quality, source
credibility, source attractiveness and source
perception on information acceptance of
eWOM was 0.506. This can be interpreted
that information acceptance of eWOM can
be explained by the independent variables
(X1-X4) of 50.6%. the purchase intention
variable in the model shows the r-square
value of 0.557. This can be interpreted that
55.7% of purchase intention constructs can
be explained by the variables in this study
(argument quality, source perception, and
the information acceptance of eWOM).
Based on Table 2, it is shown that
Argument Quality, Source Attractiveness,
and Source Perception variables have
a significant and positive influence on

Table 1

The properties of reliability and confirmatory factor analysis
Construct Cronbach’s Composite Standardized Factor Loadings AVE

Alpha Reliability
Argument Quality: 0.896 0.917 0.582
Q1/Q2/ Q3/Q4/ Q5/ Q6/ Q7/ 0.698/0.725/ 0.670/ 0.813/
Q8 0.846/ 0.790/ 0.770/ 0.777
Source Credibility: 0.821 0.902 0.647
Q9/Q10/ Q11 0.837/0.848/ 0.889
Source Attractiveness: 0.811 0.883 0.654
Q12/Q14/Q15/Q16/Q17/ Q18 0.575/0.717/0.779/ 0.756/
0.744/0.727

Source Perception: 0.670 0.864 0.517
Q19/Q20/ Q21/ Q23 0.868/0.852/0.602/ 0.500
Information Acceptance eWOM: 0.863 0.893 0.736
Q24/Q25/ Q26/ Q27/ Q28 0.800/ 0.752/ 0.823/ 0.846/ 0.799
Purchase Intention: 0.825 0.796 0.509
Q29/Q30/Q31/ Q32 0.831/0.851/0.753/ 0.798
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information acceptance of eWOM. This
can be seen from the T-statistics> 1.96
and P-Value <0.05. source credibility is
the only factor which has no effect on the
information acceptance of eWOM, but
source credibility has a significant effect on
purchase intention. This is not in line with
Source Attractiveness that does not affect
purchase intention. Meanwhile, information
acceptance of eWOM significantly and
positively affects purchase intention.

This research was trying to predict the
power of beauty vloggers as influencers
to their viewers through an eWOM
message which would finally influence
the intention of those viewers to buy the
beauty product. Based on the research
results, it is indicated that argument quality
had a significant and positive influence on
information acceptance of eWOM. This
result is consistent with previous research
conducted by Cheung and Thadani (2012)
explaining that people would be more
receptive to the information when argument

quality is comprehensive, accurate, relevant
and up-to-date. Argument quality acts as
the most important determinant that can
be implemented in several ways, such as
submitting online reviews that can convince
and encourage stronger relationships with
online customers (Teng et al., 2014). A
good argument of the beauty vloggers in
sharing their choices and tips toward beauty
products may influence viewers’ decision
making (Martawilaga & Purwanegara,
2016) and develop the viewer’s positive
attitude to product and brand (Djafarova
& Rushworth, 2017). Argument quality of
beauty vloggers, through their vliogs about
beauty products, will exert a high influence
of persuasion when the reviews are positive
and informative (Zhang et al., 2014).
Conversely, source credibility has
a negative and insignificant influence
on information acceptance of eWOM.
This result is contrary to the previous
research of Martawilaga and Purwanegara
(2016) stating that Source Credibility

Table 2
Hypothesis of the structural model
T-statistic P-Value Original Hypothesis
Sample

Argument Quality - Information 2.633>1.96 0.009>0.05 0.176 Significant impact
Acceptance of eWOM
Source Credibility - Information 0.175<1.96 0.861<0,05 -0.011 Not significant impact
Acceptance of eWOM
Source Credibility - Purchase Intention  2.167>1.96 0.031<0.05 0.107 Significant impact
Source Attractiveness - Information 3.906>1.96 0.000>0.05 0.187 Significant impact
Acceptance of eWOM
Source Attractiveness - Purchase 1.598>1.96 0.128<0.05 0.079 Not significant impact
Intention
Source Perception - Information 8.253>1.96 0.000<0.05 0.455 Significant impact
Acceptance of eWOM
Information Acceptance of eWOM - 1.443>1.96 0.000<0.05 0.638 Significant impact

Purchase Intention
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had a positive and significant influence
because the experience of a professional
and reliable person could make the message
delivery better. This different result might
be caused by the difference in the industry.
Martawilaga and Purwanegara examined
the fashion industry while we in this study
examine the Beauty Industry. In addition,
this research result is also different from
the research conducted by Teng et al. (2014)
explaining that Source Credibility positively
and significantly influences information
acceptance of eWOM in a direct way. This
might be caused by the object in this study
being different from their study. In this study,
we used beauty industry in YouTube video
content (Vlog) as the research object and
these results may differ between the fashion
industry and beauty industry where source
credibility is not a factor that makes viewers
to information acceptance of eWOM.
However, based on the result of this
research, source credibility positively and
significantly influences purchase intention.
This result is consistent with the previous
research of Ananda and Wandebori (2016)
stating that source credibility could affect
consumer buying interest through video by
vlogger on YouTube. Meanwhile, according
to Engel’s (Widodo & Mawardi, 2017),
the level of knowledge or expertise and
reliability are the main determinants of
Source Credibility in affecting the process
of persuasion. Further, Teng et al. (2014)
pointed out that source credibility was
very important in influencing a person’s
perception of online reviews before making
a final decision. This means as an influencer,

beauty vlogger is one of the most important
factors which affects Purchase Intention of
his or her viewers.

Based on the results of this research,
source attractiveness has a positive and
significant influence on information
acceptance of eWOM. This is in line with
the research conducted by Martawilaga
and Purwanegara (2016) who pointed
out that source attractiveness, consisting
of similarity, familiarity, and likeability
could make the consumers receive the
information directly and they would be
affected. In addition, beauty vloggers can
drive the viewer’s opinion to the same
opinion of the beauty product based on
their testimony. Likewise, beauty vloggers’
attractiveness has a positive impact on the
perception which the source is associated,
the perception of the source, and the opinion
change caused by the eWOM message
(Hill et al., 2017). With regard to source
attractiveness, the research results indicated
that the viewers found online reviews to be
attractive when they had similar opinions
on the content of beauty vloggers. Besides,
the persuasive eWOM message is deemed
attractive when the viewers are familiar
with the beauty products being reviewed or
recommended (Teng et al., 2016)

Nevertheless, based on the research
result, source attractiveness has a negative
and insignificant influence on purchase
intention. This result is contrary to the
previous research conducted by Sertoglu et
al. (2014) stating that source attractiveness
had a positive and significant influence
on purchase intention. Beauty vlogger,
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as a source attractiveness, creates video
content based on opinion similarity as
his or her audiences on a chosen product.
Familiarity or intimacy in a video can also
affect consumers in their purchase intention.
However, the result is not in line with the
research of Martawilaga and Purwanegara
(2016) examining the fashion industry, while
this study examines the Beauty Industry.
Based on the research result, Source
Perception positively and significantly
influences information acceptance
of eWOM. The result of this study is
reinforced by the previous research of Teng
et al. (2014) who stated that online reviews
offered useful information in influencing a
person’s perception. Someone tends to see
the social tie or social similarity to other
people based on the background they have
in receiving the messages. In this study, it
was also emphasized that reviews were very
useful and could help someone in receiving
information that would have an impact on
the decision making. This research result is
also in line with Teng et al. (2016) stating
that source perception affected information
acceptance of eWOM. Vlogger viewers
believe that online reviews generated by
friends and people with similar educational
and social backgrounds are a very important
resource when they make a decision.
Based on the results of the research,
information acceptance of eWOM has a
positive and significant impact on purchase
intention. This result is in line with the
research conducted by Fan and Miao (2012)
explaining that to make consumers have a
high buying interest, the acceptance of their

messages must be higher or clearer. This
result is also reinforced by the previous
research of Teng et al. (2014) explaining
that purchase intention would increase
along with the increasing acceptance of
information. These results reinforce that
if a person can well receive the message,
the level of interest in the purchase arising
in that person will also increase. The
persuasive message from beauty vloggers
persuade the viewers to lead the behaviour
to recommended and intention to buy the
product or the specific beauty brand (Huhn
etal., 2018).

CONCLUSIONS

This research adopted the conceptual
framework of the persuasive eWOM message
and its impact on consumer purchase
intention. The results show some theoretical
implications. This paper adds to the literature
by enhancing the understanding of eWOM
in the context of social media through video
blogging (vlog). We believe that this study
contributes to the existing concepts and
empirical eWOM literature. As a result,
an integrated conceptual framework was
developed to describe the comprehensive
antecedent of persuasive eWOM messages,
the relationship between these messages, the
acceptance of information and its impact on
purchase intention. This research framework
is expected to expand and enrich previous
studies or literature in the relevant field.
This research provides a comprehensive
overview of the antecedents of persuasive
eWOM messages.
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Previous research has highlighted the
importance of argument quality, source
credibility, source attractiveness, and source
perception in influencing the information
acceptance of eWOM and its impact on
purchase intention (Teng et al., 2014). The
findings are inconsistent with some of the
previous studies where source credibility
has a negative and insignificant influence
on information acceptance of eWOM.
Nonetheless, source perception can affect
the user’s perception of online reviews
before making a final decision. However,
the results show that source perception is the
most influential determinant of persuasive
eWOM Messages. It is important to expand
the focus of the research. This is presumably
because the media used in this research is
different from other research where we used
a video blogger (vlogger) and in the beauty
industry. So, the dimensions such as skin
similarity or main physical characteristics
of vloggers are considered to be the most
important reference. In other hands, this
study indicates a significant relationship
between information acceptance and
purchase intention of the product. This
strongly reaffirms the findings of previous
studies on effective persuasive eWOM
message and also explain a new area of
eWOM studies in the context of social
media, especially with the medium of a
Vlog.

This study has some practical
implications as well. It is recognized that
vloggers have become a new phenomenon
in exchanging personal information,
experiences and ideas among young

people. They actively share opinions or
information with other members or online
users. In addition, it is suggested that
marketers maximizing their presence as
an intermediary of communication about
a product or brand and also influencing
consumer behaviour. Marketers can choose
a beauty vlogger who has knowledge and
experience in the field of beauty. In addition,
the vloggers must be able to maximize a
beauty contest. Recently, marketers should
be selective in choosing a beauty vlogger
who has physical characteristics like the
characteristics of the product itself.
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ABSTRACT

This research investigated the relationship between website quality (functional convenience
and representational delight) to consumer online impulse buying with positive emotion
as mediating variable, in brief, how functional convenience and representational delight
on the website could affect visitors’ emotion positively, that led into impulse buying. This
research was tested on 388 respondents through an online questionnaire. The research scope
was several discount group sites in Indonesia. Respondents were Indonesians that once
shopped at that discount group. This research used SEM-PLS method with the assistance
of SmartPLS v3.2.6 software as a calculation tool. The result of this research showed there
was a positive and significant effect from Functional Convenience and Representational
Delight on Impulse Buying, either simultaneously or partially through Positive Emotional

Affect as a mediating variable.
Keywords: Functional convenience, online impulse buying, positive emotion, representational delight

INTRODUCTION

The results of MasterCard’s research
during the period of May to June 2015 that
involved Indonesian millennial respondents
(18-29 years), showed the tendency that
Indonesian millennial shopped impulsively,
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It was supported with data from Nielsen
(2016), which says that Indonesia scored 119
points in the Consumer Confidence Index,
where a value exceeding 100 indicated
a high level of customer confidence in
shopping. This showed that Indonesian
people, in general, were not afraid to spend
their money on shopping transactions.
Massive advertising also takes a major
part, to make consumers become impulsive
buyers and form the characteristics called
shopaholics (Alfi, 2017).

The story continues with investigations
made by Shoppercentric ‘Pull the trigger...’
(2011) which indicated that customers
who made online transactions were more
impulsive and making a lot of purchases that
were not planned. It is seen by the data that
said customers who made impulse buying
through online transactions grew by 28% in
2011. While in the same year, the number
of food and beverage categories purchased
impulsively increased three times from the
purchases in 2008 (Liao et al., 2016). If
it is continued until 2018, with support in
the technology evolution and the spread
of internet network in Indonesia, we can
imagine how fast this behaviour will grow.

Impulsive shopping activities occurred
around 40% on online transactions, according
to this data there was still more opportunity
to investigate regarding this matter, therefore
requiring more detailed research on this
field especially investigating the impulsive
attitude of customers (Turkyilmaz et al.,
2015). Another data provided, in a survey by
shop percent to 1047 British consumers in
2012, 76% reported that they purchased food

impulsively; 57% said they were shopping
for products such as fashion impulsively,
and 28% said they were buying expensive
products such as electronics impulsively
(Floh & Madlberger, 2013).

Following this phenomenon, the
development of the e-commerce industry
in Indonesia has encouraged people to
freely choose products through their gadget
that leads to impulsive behaviour (Olavia,
2015). To fulfil customer expectations
when they shop online, one of the factors
to fulfil this expectation is website quality;
for example, the website is expected to run
smoothly because every consumer has a
different purpose when visiting the website
(McGovern, 2016).

When shopping or doing online
transactions, a website is a bridging tool
between customers and sellers. Therefore,
the website should be the main focus for
e-commerce retailers. Nowadays, customers
will be able to evaluate the product through
online features on the website.

Based on previous research from
Shirmohammadi et al. (2015) there are
two elements of a website that can create
impulsive behaviours, such as functional
convenience (merchandise attractiveness;
site ease of use) and representational
delight (enjoyment; website communication
style website). This research said that
the most important element that affected
impulsive behaviour in the sequence was
merchandise attractiveness, enjoyment,
website communication style, and ease of
use.
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According to preliminary research
conducted to 30 respondents regarding the
impulsive buying behaviour, 56% of them
were interested in buying impulsively just
because of the merchandise attractiveness
displayed on the website, following 43%
respondent that said they impulsively
bought a product on the website because of
ease of use of the website.

Although not all customers decide
to make an impulsive buying because of
these factors, the more experience that
they feel, the higher the likelihood that an
impulsive buying will occur. Customers
with high impulsive desires will be able to
influence positively and negatively based on
varying levels of website quality. Therefore,
e-commerce must pay attention to customer
experience, especially when interacting
or transacting through their website, in
advance, positive experiences need to
maintain and improved (Shirmohammadi
et al., 2015)

Moreover, with the development of
current online features, e-commerce can
stimulate customer emotions, that effect on
their self-control, and encourage impulsive
buying (Pappas et al., 2014).

Based on the phenomena above
regarding online impulse buying behaviour,
further research conduct regarding impulsive
buying behaviour from website quality
perspective, and discuss whether functional
convenience and representational delight
really have a positive emotional effect on
website visitors and whether it will lead
to impulsive buying behaviour on coupon
website customers in Indonesia or not.

Literature Review

Consumer behaviour is a study of the
processes involved when individuals or
groups choose, buy, use, or determine
products, services, ideas, or experiences
to meet their needs and wants (Solomon,
2007). According to Simamora (2008),
consumer behaviour is emphasized more
as a decision-making process; a decision-
making process that requires individual
activities to evaluate, obtain, use, or organize
goods and services.

Based on consumer behaviour
theory, further elaboration regarding
impulsive buying behaviour revealed
about characteristics of impulsive buying
behaviour, the first characteristic of impulse
buying is an unplanned purchase. When a
customer decides to buy a product directly
at that time, and it is not a response to a
previously identified problem or desire
while in a shopping environment, this
is considered a characteristic of impulse
buying. The second characteristic is the
openness of stimuli. A stimulus is something
that evokes or raises an action. The third
characteristic is speed; the customer
makes a decision on the spot without any
evaluation of the consequences that will be
incurred when deciding to buy a product
(Shirmohammadi et al., 2015).

The impulsive buying behaviour is
always affected by the customer’s emotion.
Emotion is something strong, tending to
be an uncontrollable feeling that affects
behaviour. Emotions lead to recognizable,
specific feelings, and the influence of the
likes or dislikes of such specific feelings
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(Hawkins et al., 2007). Emotions are
divided into two, namely: positive emotions
and negative emotions. Emotions are the
deciding factor and the intermediary that
will cause the customer’s desire to shop
impulsively. Positive emotional affect is
the level from which one feels enthusiastic
and inspired.

This research tries to explain how
customers’ positive emotional factors will
affect impulsive buying behaviour. One
of the factors that can affect the emotion
of customers is through website quality.
According to Shirmohammadi et al. (2015),
attractive merchandise and special offers
can generate an emotional response which
is positive feelings such as joy.

The experience of ease felt by online
visitors in using the site also very important,
Shirmohammadi et al. (2015) found a
positive outcome of usability, including ease
of use, had a positive impact on positive
emotions and negative impacts on negative
emotions. While Shiau and Chau (2015) said
that online store enjoyment could also be
stimulated by using music as a background
and displaying interesting visual effects; it
also could add a significant effect to positive
emotions.

Positive emotions tend to be more
liable to make customers more impulsive
(Shirmohammadi et al., 2015). Liao et
al. (2016) stated that the emotional and
cognitive results of online stores could
influence unplanned purchasing decisions.

Based on previous research from
Shirmohammadi et al. (2015), there are
two elements of the website that are more

easily seen to create impulsive buying
behaviour namely functional convenience
(merchandise attractiveness, site ease of use)
and representational delight (enjoyment,
style).

Sinuraya and Dewi (2015) revealed that
the appearance of a website was important
because it could lead to impulse-buying
decisions. This is seen from the results
of their research that showed that the
representational delight variable was more
influential than the functional convenience
variable and had no effect on impulsive
buying.

There is a total of four variables in this
research which are functional convenience,
representational delight, positive emotional
affect, and impulse buying. According
to Valacich et al. (2007), functional
convenience refers to the availability of
convenient characteristics that help the
interaction with the consumer interface.
This includes such characteristics as the
site’s ease of use and ease of navigation.
Functional convenience becomes the main
focus for consumers when the basic needs of
structural firmness have been met. Consumer
users of previously reviewed sites show that
the characteristics associated with functional
convenience are secondary requirements
compared to structural firmness.

Representational delight is about the
characteristics that are not directly related
to completing an online shopping activity
but can enhance the shopping experience by
stimulating the human senses and making
the shopping activities enjoyable (Verhagen
& Dolen, 2011).
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Positive emotional affect is the
level from which one feels enthusiastic,
enthusiastic, and inspired. According to
Turkyilmaz et al. (2015), impulsive buying
is classified as those bought with sudden
payment without any need or desire to buy
the products for a specific category or to
fulfil a specific task.

According to Mavlanova (2014), there
are three basic needs that are required to
create a website that can be accepted by
the buyers, namely structural firmness
(SF), functional convenience (FC), and
representational delight (RD). The three
architectural sizes of this website, are sorted
according to the level of importance, can be
seen in Figure 1.

RD

FC

SF

Figure 1. Pyramid of website architecture quality level

The lower in the pyramid, the more
important the factor is, and vice versa
much as in Maslow’s hierarchy of needs
(Mavlanova, 2014). This level dictates the
functionality and usefulness of each factor;
structural firmness is at the base level because
it represents the most fundamental needs of
a site which are privacy and security. After

structural firmness is met, then the next focus
is the fulfilment of functional convenience
and then representational delight at the top
(Valacich et al., 2007), this is the reason
why this research is using representational
delight as one of the variables.

The Relationship between Functional
Convenience, Representational Delight
and Emotions
Emotion consists of two basic outcomes
whether it is positive or negatives, both
emotions outcomes are common between
genders, age groups, and also can be
found in all cultures. In a study conducted
by Madhavaram and Laverie (2004), it
was found that website elements such
as functional convenience (merchandise
attractiveness; site ease of use) and
representational delight (enjoyment; website
communication style) were more likely to
cause impulsive buying attitudes.
Becherer and Halstead (2004) found
that special offered and positive emotions
such as fun having an influence on
emotional response. In addition, a study
conducted by Shirmohammadi et al. (2015)
found that merchandise attractiveness
(functional convenience) and enjoyment
(representational delight) were the most
influential dimensions for customers’
positive emotion. Therefore, based on the
description of the results of the research,
the hypotheses proposed in this study are:

HI1: There is a positive influence of
functional convenience on positive
emotional affect
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H2: There is a positive influence of
representational delight on positive
emotional affect

Relationship between Functional
Convenience, Representational Delight
and Emotions with Impulse Buying
According to Floh and Madlberger (2013),
the three types of atmospheric cues in the
e-store are content, navigation (ease of
use) and design. Research conducted by
Koufaris and Hampton-Sosa (2002) found
that enjoyment also had a positive impact
on impulse buying.

Liu and Sutanto (2012) found that the
visual appearance of a site, site ease-of-
use and product availability could lead to
online impulse-buying. Ltifi (2013) also
found that the attributes of a site such as
navigation, visual displays and customized
reviews were three causes that could
improve impulse-buying. High-quality sites
will increase the desire to make impulsive
purchases on the site.

In addition, research conducted by
Sinuraya and Dewi (2015) found that
functional convenience and representational
delight simultaneously had an impact on
unplanned purchases. This study yielded
the conclusion that representational delight
was very important to the decision of
impulsive buying. Based on the description
of the results of the research, the hypotheses
proposed in this study are:

H3: There is a positive influence of
functional convenience on impulse
buying

782

H4: There is a positive influence of
representational delight on impulse
buying

Research conducted by Verhagen
and Dolen (2011) found that there was
a significant influence of functional
convenience and representational delight
on impulse buying mediated by positive
emotions from consumers. According to
this study, emotions play a very important
role as an intermediary between functional
convenience, representational delight and
impulse buying. Adelaar et al. (2003) found
that positive emotions could positively
influence impulse buying.

Functional convenience and
representational delight have a significant
effect on impulse buying based on research
conducted by Shirmohammadi et al. (2015).
This influence is mediated by the emotions
of the consumer. Based on the description
of the results of the research, the hypotheses
proposed in this study are:

H5: There is a positive influence of
positive emotional effect on impulse
buying

H6: There is an indirect influence of
functional convenience on impulse
buying through positive emotional effect
as an intermediary

H7: There is an indirect influence of
representational delight on impulse
buying through positive emotion affect
as an intermediary
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Functional Convenience (X))

. Merchandise
Attractiveness

. Ease of Use

Notes:
Direct effect >
Indirect effect >

R )
Positive » Impulse
Emotional Affect —@—> Buying
> 2
J —

Representational Delight (X3)

. Enjoyment

. Website Communication
Style

Figure 2. Research framework

MATERIALS AND METHODS

The research framework is shown in Figure
2. This research focused on investigating the
behaviour of Indonesian customers whoever
bought a product through discount group
websites. The choice of this discount group
websites is because this website is the most
attractive among other e-commerce websites,
especially on showing the merchandise
attractiveness and representational delight.

A quantitative type of data was collected
by collecting both primary and secondary
data sources. Primary data of this research
were collection of samples through a survey
by the distribution of an online questionnaire
to 388 respondents already calculated with
a formula. Probability sampling method
with simple random sampling was used
in this research in choosing the samples.
Respondents of this research were any
customers that already purchased product
on one of the discount group website.
Secondary data were collected through
articles on a journal, article website, books.

A Likert scale was used in this research
scale with 1 (strongly disagree) to 5 (strongly
agree) scale based on (Malhotra, 2009). The
value of probability or acceptable level of
significance used in this research was 0.05
(o= 5%).

This study used partial least square
method (PLS) as an alternative method
of structural equation modelling (SEM)
method with the help of SmartPLS v 3.2.6
program as a tool to help the researchers
assessed the influence of each relationship.

RESULTS AND DISCUSSIONS

The validity and reliability test was
conducted on the questionnaires distributed
in this research. There were 23 questions
in total in this research, all of the questions
were already tested with convergent validity,
the convergent validity tested by the outer
loading factors with 0.70 as a benchmark. It
was said that if the outer loading was 0.70
the questions were valid.
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The result was there was one indicator
that was not valid because it had an Outer
Loading correlation value smaller than 0.70.
For this reason, a single indicator item Q14
(RD6 in Figure 3) must be removed so that
the outer loading results are as follows:

Reliability test, tested by using
Cronbach’s alpha, all of the variables were
already tested and the results of all variables
indicated reliable which all of the variables
were above .80 that considered high. The
data were as follow: Functional convenience

FC4
FC5
FC6 ) Functional
.l// 0.913 Convenience 0.414 o
FCT
K ogsa” | 2
Fc8 0.897
——0.888—p, B3
0.874
Positive Emoti 0207 ¥ s
ositive Emotion .
RO1 Affect Impulse Buying T—a
L 0.500 0.185 85
RD2 |
v 09
RD3 o.847
$—o.007
4_—0.897
RO 4”_‘D.Bfl()
RDS S04 Representational
v Delight
RD&

Figure 3. Outer loading result

Functional
nvenience (1)

&0915

FCT ./
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Positive Emotion
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RD1
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RD2 |, 0910
a7

RD3 4—0.907
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Figure 4. Outer loading results after RD6 indicator remo
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0.971, Representational delight 0.945,
Positive emotion affect 0.910 and Impulse
buying 0.950 (Figure 4).

To determine the model fitness, the
structural model test already conducted with
measuring the R? both Positive emotions
Affect and Impulse buying behaviour as
dependent variables had 0.734 and 0.800
respectively. It is shown in Table 1 that the
independent variables can explain enough
of the dependent variable.

Based on the calculation of indirect
effect of SmartPLS software v 3.2.6, the
results obtained are shown in Table 2.

After obtaining the results of the indirect
influence of each research variable, the total
value of the influence of each research
variable must be assessed. Calculations
can be done through manual calculations or
by using SmartPLS software support. The
result of the indirect effect of total value
according to SmartPLS software v 3.2.6 is
as follows:

Based on Table 3, it can be seen that
the functional convenience variable has
a greater direct effect on the impulse
buying variable with a value of 0.315 when
compared with the direct influence of the

Table 1
Path coefficients
Functional Impulse Positive Emotion Representational
Convenience Buying Affect Delight
Functional Convenience 0.315 0.409
Impulse Buying
Positive Emotion Affect 0.390
Representational Delight 0.186 0.506
Table 2
Indirect effects
Functional Impulse Positive Emotion Representational
Convenience Buying Affect Delight
Functional Convenience 0.159
Impulse Buying
Positive Emotion Affect
Representational Delight 0.197
Table 3
Total effects
Functional Impulse Positive Emotion Representational
Convenience Buying Affect Delight
Functional Convenience 0.474 0.409
Impulse Buying
Positive Emotion Affect 0.390
Representational Delight 0.384 0.506
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representational delight variable on the
impulse buying variable with a value of
only 0.186.

Compared with the indirect effect
through the positive emotional effect
variable, the functional convenience variable
had a greater influence when compared with
the representational delight variable with the
total value of the total effects (Table 5) at
0.474 and 0.384 respectively. Based on the
final results of this research all hypotheses
in this research are accepted, with the final
result as in Table 4.

Based on the results of this study it can
be concluded that Functional convenience
had a significant effect on impulse buying,
either directly or indirectly through positive
emotional effect as an intermediary. The
relationship between the variables generated
was positive and very strong. This shows that
the relationship between these variables was
directly proportional which was the higher
the increase in functional convenience, the
higher the impulse buying by consumers of
discount group sites in Indonesia.

Representational delight had a
significant effect on impulse buying, either
directly or indirectly through positive
emotional effect as an intermediary. The
relationship between the variables generated
was positive and very strong. This shows
that the relationship between these variables
was directly proportional, the higher
the representational delight increase, the
higher the impulse buying by consumers of
discount group sites in Indonesia.

Positive emotional effect had a
significant effect on impulse buying. The
relationship between the variables generated
was positive and very strong. This shows
that the relationship between these variables
was directly proportional, the higher the
increase in positive emotional affect, the
higher the impulse buying by consumers of
discount group sites in Indonesia.

When combined, functional convenience
and representational delight also had a
significant effect on impulse buying. The
relationship between these variables was
positive and very strong. This suggests

Table 4

Research summary
Hypothesis Original Sample (O) Nature of T-Statistic T-Value Effect Result

Relationship

Hypothesis 1 0.409 Positive 6.082 >1,96  Direct Accepted
Hypothesis 2 0.506 Positive 7.731 Direct Accepted
Hypothesis 3 0.315 Positive 3.512 Direct Accepted
Hypothesis 4 0.186 Positive 2.240 Direct Accepted
Hypothesis 5 0.390 Positive 5.058 Direct Accepted
Hypothesis 6 0.409 and 0.315 Positive 6.082 and 3.512 Indirect  Accepted
Hypothesis 7 0.506 and 0.186 Positive 7.731 and 2.240 Indirect  Accepted
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that the higher the increase in functional
convenience and representational delight,
the higher the impulse buying by consumers
of discount group sites in Indonesia.

The effect of functional convenience
variables is greater when compared with
the influence of representational delight
variables according to the results of this
study, both directly and overall in total
influence. The total value of the influence
of functional convenience relation to
impulse buying was 0.474. The influence of
representational delight variable to impulse
buying in total was only 0.384. This shows
that the variable functional convenience was
more influential on the tendency of customer
discount group sites in Indonesia to perform
impulse buying actions.

CONCLUSIONS

Based on the results and conclusions
obtained, the suggestions that can be
used as input and consideration for the
discount group sites industry in Indonesia
are elaborated in the following paragraphs.

To be able to cause impulse buying
behaviour, web designers should strive
to always improve and ensure that the
functional convenience and representational
delight of discount group sites can be
met properly. Functional convenience is
the second basic requirement after the
structural firmness of a site. The functional
convenience variable has a greater influence
on the attitude of impulse buying customers
of discount group sites, so if you want
to create an attitude of impulse buying
customers, discount group sites industry

players must pay more attention to this
variable.

Dimensions that need to be considered
for web designers of functional convenience
variables are attractiveness and ease of
use merchandise. The more attractive the
product offered, the greater the tendency for
a consumer to make impulsive purchases
at discount group sites. In addition to
interesting products, products should also
be in accordance with the interests of
Indonesian consumers.

Based on the results of the study, it
was found that Indonesians were very
interested in spending their money on
coupons or discounts on food and beverage
products. The ease when using the website
as a medium for making transactions also
needs to be considered because almost
all consumers expect convenience when
making transactions at discount group sites,
such as ease of access, ease of navigation
and layout of the site.

Dimensions that need to be considered
for web designers of representational
delight variables are enjoyment and website
communication style. Feelings of pleasure
from a consumer when making transactions
at discount group sites will be able to
influence emotions and their desire to make
impulsive buying transactions. The feeling
of pleasure can be generated through the
design of an attractive site using images
that can move, there are videos of the
product and the presence of background
music. So that the tendency of consumers
to make purchases that are not planned will
be greater.
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Another dimension of representational
delight is the website communication style.
Based on the results of research, consumers
do not like the way to communicate that is
pushy or pushy. They prefer a friendly way
of communication. In addition, consumers
want customer service to have knowledge or
master information about existing products
on the coupon site.

The development of the digital era and
the internet in Indonesia is very rapid. This
should be put to good use by the discount
group sites industry in Indonesia to be able
to expand the market. Based on research,
researchers found that there are still quite
a lot of people, especially millennial
who do not know about coupon sites and
cannot distinguish coupon sites from other
e-commerce sites. Companies that are
engaged in the coupon site industry can
collaborate with the product owner company
to be able to help socialize about how to
use coupons that have been purchased from
coupon sites or can provide information that
the company has collaborated with coupon
sites so that the introduction of coupon sites
at Indonesia will be even better. Through
discount group sites in Indonesia, product-
owned companies can increase their brand
awareness so that they can expand the
market.

Further Research

In this research, it was found that functional
convenience variables had more influence
on the attitude of impulse buying customers
in account group sites in Indonesia. This
shows that the Indonesian people pay more

attention to the technical and process of a site,
especially coupon sites. In addition, positive
emotions also have a large role in generating
impulse buying attitudes, especially on the
representational delight variable; positive
emotions produce a greater effect if given a
stimulus from the representational delight
variable. In this research also found that
the influence of functional convenience
and representational delight is positive and
significant for customers of discount group
sites in Indonesia. Unlike the case with the
results of research conducted by Sinuraya
et al. (2015) conducted to customers from
Elevania.co.id website which resulted that
the functional convenience variable had no
effect on impulsive buying behaviour on
customers. This shows that, if the research
object is different the results of research with
the same variable can be different it may be
one of the reasons to conduct this research
with different objectives.
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ABSTRACT

The aim of the study was to investigate the relationship between participative decision-
making, psychological empowerment and job performance among engineers in the
Electrical and Electronic (E&E) manufacturing firms in Malaysia. The study used a
structured survey questionnaire to collect data from both managers and engineers as
the study utilized matched-pair analysis. Human Resource (HR) managers from 73
manufacturing firms agreed to cooperate in the data collection process. The researchers were
able to collect 173 matched responses from both managers and engineers. For the purpose
of data analysis, the study used SEM-PLS method to analyse the direct and indirect effect
between the variables. The results indicated that all the direct effects were significant and
only the perceived meaning dimension of psychological empowerment was not significant
as a mediator. The practical implication of participative decision-making and psychological
empowerment on job performance leads employees to learn new skills, obtain information,
help one another, enhance social contact, and fulfill the obligation.
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gain competitive advantage and improve
productivity. Thus, the high standard of
employees’ job performance obtained from
proficient human resources is one of the
competitive advantage available to improve
performance in the Malaysian Electrical
and Electronic (E&E) manufacturing
sector. Furthermore, Huang (2012) and
Kimpah and Raudeliuniene (2014) found
that participative decision-making and
empowerment were factors that influenced
employee job performance, particularly
within the context of two-way interactions
between superiors and subordinates.
Employees in the manufacturing
firms have variety of issues related to
job performance, particularly in-role
performance between superiors and
subordinates. The first issue; is the lack
of communication between managers and
their subordinates regarding the company’s
objectives and performance expectations
(Chelniciuc, 2010). Second issue; managers
often do not take enough time to determine
the source of the problem, when engineers
do not have the ability or the motivation
to do work. The third issue; is the lack of
participative decision-making and improper
empowerment practices in organizations.
The reason is the budget for human resource
development is at the bottom of the list of
priorities (Chan et al., 2016). Fourth issue;
its engineers are among the unhappiest
employees in Malaysia based on a Work
Happiness Survey in 2013 (Boo, 2014). All
issues mentioned above can be factors that
influence the engineers’ job performance.
There have been limited empirical

studies conducted to assess factors
influencing employees’ job performance
associated with superiors and subordinates,
specifically between managers and engineers
in the Malaysia E&E manufacturing firms.
There is a line of logic which supports
the view that an organization obtains
benefits from the interaction of managers
and employees in the workplace (Dodi,
2015). It is expected that being involved
in the decision-making process as well as
being empowered will be challenging for
many employees and might influence his
or her performance. Furthermore, sharing
information can lead to enhanced job
performance (Abdul-Rasit & Isa, 2015)
Thus, this shows a strong need for the
research to be conducted, to investigate
employee job performance-related issues in
the workplace and how such performance
is influenced by the interaction between the
managers and their engineers.

Therefore, the objectives of this
study were 1) to examine the relationship
between participative decision-making and
psychological empowerment on in-role
performance; 2) to investigate the mediating
role of psychological empowerment between
participative decision-making and in-role
performance.

Job Performance

Job performance is defined as the
effectiveness, productivity and efficiency
when employees maximize their work
behaviour and resources. Normally,
performance comprises two dimensions:
those related to the task/in-role performance
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and the contextual/extra-role performance
(Motowidlo et al., 1997). In-role
performance is an action that contributes to
performing a task to generate the expected
and precise outcome. In other words,
the in-role performance consists of job-
specific behaviours including core job
responsibilities. Meanwhile, contextual/
extra-role performance is the effectiveness
of the workers in performing his or her job
which is supported by his or her personal
behaviour, social and physiological
ambience of the workplace (Mohd-Rashid
et al., 2016). The focus of the current study
is on in-role performance orientation of job
performance.

A classic view of in-role performance
refers to an objective indicator to measure
employees’ job performance. Furthermore,
in-role performance is related to the
employees’ workplace behaviour based on
his or her prescribed job descriptions (Shen et
al., 2014). Similarly, in-role performance is
based on the activities related to formal tasks,
duties, and responsibilities outlined in the
employees’ job description. It is reasonable
to conclude that in-role performance refers
to employees’ behaviours specified by
the job description and contributes to the
organization’s technical core.

Participative Decision-Making

Participative decision-making calls for a
participative style of management, which
will increase the productivity of employees
and increase their satisfaction (Ghattas et al.,
2014). According to Parnell et al. (2012),
participative style of management calls for

employees from multiple hierarchies and
tiers uniting and combining their resources.
Such practices correspondingly contribute
to improved work practices, greater
productivity, and improved efficiency in
organizational performance. From the
management perspective, this gives the
perception of shifting responsibility to
the employees making them having better
perception about themselves and thus
improving both supervisors and their
subordinates’ job performance. Indeed,
participative decision-making in an
organization indicates that the organization
is more responsive towards empowering the
employees. Employees pursue meaningful,
competent, and impactful objectives
on their work outcomes. In conclusion,
the employees’ participative decision-
making role is significant for its links with
psychological empowerment and in-role
performance. The hypotheses formulated
are:

Hypothesis 1: Participative decision-

making has a positive and signiycant

etect on perceived meaning;

Hypothesis 2: Participative decision-
making has a positive and signiycant
etect on perceived competence; and

Hypothesis 3: Participative decision-
making has a positive and signiycant
etect on perceived impact.

Psychological Empowerment

Appraisal of empowerment and factors
influencing its characteristic by an aspect of
job performance are extensively deliberated
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