Volume 23 Issue 12022  CENTRAL ASIA AND THE CAUCASUS  Enalish Edition

THE EFFECT OF REFERENCE GROUP,
ONLINE REVIEW AND PRODUCT RETURN
POLICY ON ONLINE PURCHASING DECISIONS

Sri Astuti Pratminingsih
Nadia Cindy Pramita
Syaiful Bahri

DOI: https://doi.orq/10.37178/ca-c.23.1.241

Sri Astuti Pratminingsih
sri.astuti@widyatama.ac.id

Nadia Cindy Pramita
nadia.cindy@widyatama.ac.id

Syaiful Bahri
Svaiful.bahri@widyatama.ac.id

Abstract

The development of the internet plays huge development of e-commerce,
Currently, almost all product needs are available through e-commerce. Many factors
influence online shopping, one of the factors that can influence the emergence of
purchase intentions is the online review of reference group and product return policy,
this study aims to determine the influence between the online review reference group
and the return policy product on online shopping decisions, research data collection
was carried out using incidental sampling type sampling technique with a sample of
105 people. the measurement method uses a Likert scale, statistical data analysis with
multiple linear regression analysis, validity and reliability tests, classical assumption
tests and hypothesis testing. the results of this study are online review reference
groups and product return policies have a positive and significant effect on online
shopping decisions.
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Introduction

An increase in the use of information and communication technology is increasingly
undeniable; the internet plays an important role here. According to the survey results
of the Indonesian Internet Service Providers Association conducted by internet users
in Indonesia in early 2021, it reached 202.6 million people. This number increased by
15.5 percent or 27 million people compared to last January 2020. The results of the
survey conducted by APJIl show that the Internet is one of the basic needs for
Indonesian people, especially young people. Young people, consisting of students and
college students, are the group that most often uses Internet services, especially social
media

One of the activities carried out by the millennial generation is online shopping. The
development of the internet plays huge development of e-commerce. Currently, almost
all product needs are available through e-commerce. Many factors influence online
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shopping, one of the factors that can influence the emergence of purchase intentions
is the reference group. Reference groups are people around consumers who can have
a direct or indirect influence. Various studies have proven that reference groups have
an effect on purchasing decisions

In addition to the reference group, another factor that influences online shopping is
online customer review (OCR) or also known as electronic word of mouth (eWOM),
which is one of the features that has attracted a lot of attention from academics and
the public as one of the most influential factors in determine consumer purchasing
decisions [6] In online consumer reviews, every consumer can give a good review or
a bad review about a product or store. Positive reviews will lead to product purchases
and subsequent good reviews. Products that get negative reviews will also have a
negative impact on the store that sells them. Good reviews provide information to
potential consumers and become one of the considerations in online shopping.

Online shopping is done without consumers seeing the product directly, therefore
one of the factors that influence purchasing decisions is the policy of returning goods.
The return policy will give consumers the power to shop because if the goods ordered
do not match, they can be returned. Research of Chen and Chen (2015) shows that
return policy influences online shopping decisions. Based on this background, the
authors are interested in knowing how the influence of reference groups, online product
reviews and product return policies on purchasing decisions.

Theoritical review
Reference Group

According to the reference group consists of individuals or all groups that
have a direct or indirect influence on the person's behavior. A reference group is used
by a person as a basis for comparison or a reference in forming affective, cognitive,
and behavioral responses. Reference groups will provide standards and values that
will influence a person's behavior[9] The Reference Group has a high enough influence
and is sometimes the reason for making a purchase. found that consumers
sometimes use reference groups as a reference in making decisions. Groups that have
a direct influence on purchasing decisions are groups whose individuals become
members and interact with each other, while groups that have an indirect influence are
groups whose individuals are not members of the group . There are several
references related to consumers, namely, friendship groups, shopping groups, work
groups, groups or communities, and consumer groups.

The reference group consists of two or more people who interact with each other
in providing references. Parents, family, or friends a reference group that can influence
purchasing decisions . For this reason, the impact of reference groups on
purchasing decisions may vary if individuals use different sources of information for
decision making.

Online Review

The existence of Internet and information technology provided new opportunities
for consumers to share their product evaluations online . Consumer reviews (online
review) is a review given by consumers relating to information and evaluation or
assessment of a product in various aspects. With the availability of information about
this online review, consumers can obtain information about the quality of the product
to be purchased. In making a decision, usually consumers will look for information
about what to choose. Searching for information nowadays is very easy by utilizing
internet and social media facilities. Online reviews can contain things that are positive
or even negative about a product review. Online reviews include customer experiences
with quality products, as well as services from online service providers
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According to Online review is a form of word of mouth communication in
online sales, where prospective buyers get information about products from
consumers who have benefited from these products. Electronoc word of mouth itself
is defined as both positive and negative statements given by consumers for the
products and services received. With this information, consumers get the quality of the
product they are looking for from reviews and experiences written by other consumers
who have purchased the product With the increasing use of the internet and social
media, online reviews have become an important source sought by consumers to find
out the quality of a product, making it easier for decision making. Previous research
has shown the growing importance of consumer reviews in consumer buying and
selling decisions[17]. Information provided by consumers in the form of online reviews
is considered more credible than information provided by sellers because the source
of information can be trusted . Traditionally, online reviews are built on word of
mouth electronic communications that have been shown to have a significant impact
on consumer choice as well as post-purchase products. Research has shown that
online reviews which include recommendations, content provision and feedback
directly influence purchasing decisions

Product Return on Purchasing Decisions

The return of products purchased by customers is a phenomenon that is currently
common, especially in Indonesia. Product returns in the retail industry and of course
will result in costs for retailers . In practice, most retailers have a full refund policy,
but the terms of the consumer return policy vary from store to store . The
customer return policy serves as an after-sales service, and is a determining factor in
the customer decision to purchase the product argues that returns can
create value for customers. But despite the positive benefits of having a return policy,
retailers also bear some negative implications . For example, return policies
are bound to increase processing fees for retailers and manufacturers, or may even
devalue the product and delay sales if the returned product is to be resold after some
processing.

In the context of online product returns, customers have to pay high return or
restock shipping costs. And the same logic, if the perceived online return procedure is
so complex that customers have to go through several steps to get their refund, they
are less likely to return the product opportunistically for fear of wasting time, while
getting nothing back due to stringent requirements.

Purchasing Decision

Consumer purchasing decisions are initiated by the desire to buy that arises due
to various influencing factors such as family, needs, desired prices, information
provided, or the benefits that can be obtained from the product or service
Purchasing decision is an integration process that combines knowledge to evaluate
two or more alternative behaviors and choose one of them . Purchasing decisions
are often based on consumer behavior such as choosing, buying and using products
or services . Purchasing decisions will be able to determine attitudes in
repurchasing. Here Kotler formulated five stages related to consumer purchasing
process as problem recognition, information seeking, alternative evaluation, purchase
decisions and post-purchase behavior. Itis clear that purchasing decisions are strongly
influenced by the integration of knowledge and behavior of individuals in choosing and
using goods or services. So that knowledge and positive purchasing power is when a
person or group understands the existence of goods and services not only in the unit
of the goods but also the value contained in them. As a result, consumer alignments
will be fulfilled both in terms of brand or quality and value of an item. ). Creating
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Flexibility in an organization is an important thing to do to support and at the same time
anticipate bad things from happening; impact on consumer purchasing decisions.

Conceptual Framework

Reference Group
H1

H3 Purchasing

/v decisions
/ H2
Product Return

Hypothesis Development
H.. Reference groups has an effect on online shopping decisions.
H.. Online reviews has an effect on online shopping decisions
Hs. Product Return Policy has an effect on online shopping decisions.

Online Review

Research methods

This type of research is descriptive quantitative. The design of this research is an
explanatory survey, which is intended to explain the phenomena that occur by
examining the relationship between the variables studied The explanatory
survey design is considered appropriate to be used in this study because it is intended
to identify the influence of the independent variable reference group, online review,
and product return policy on the dependent variable of online purchasing decisions.
The effect is approached by multiple linear regression analysis.

The population in this study are individuals who have done shoping online. The
population itself is the entire object or subject that is in an area and fulfills certain
conditions relating to the research problem ). The sample is part of the population
that has certain characteristics or circumstances to be studied. The sampling technique
in this study used incidental sampling with a total sample of 105 people.

The measurement method uses a Likert scale with answer choices including
choice 1 (Strongly Disagree), choice 2 (Disagree), choice 3 (Neutral), choice 4 (Agree),
and choice 5 (Strongly Agree). The total score obtained by the respondents shows the
level of influence of the variable X on Y. The data analysis method is statistically with
the help of the SPSS 25 program. The prerequisite test techniques used are multiple
linear regression analysis, validity and reliability tests, classical assumption tests, and
hypothesis testing.

Results and Discussion
Respondent profile

Based on the results of the study, the profile of the respondents described in table
1 is obtained.
Table 1

Respondent profile
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Gender Male 32.38
Female 67.62
Age (years) <18 1.9
18- 20 60
20.1-22 23.80
22.1- 23 0.951
23.1- 25 3.80
>25 9.50
Study Program Management 50.48
Accounting 14.29
Administration 28.571
Language 1.90
Others 4.76
Online Shopping Frequency Per Month  1-3 times 62.86
4-6 times 15.24
>6 times 21.90
Allowance < 1 million IDR 18.1
1 -2 million IDR 52.38
2.1 -3 million IDR 12.38
3.1 -4 million IDR 5.71
4.1 -5 million IDR 4.76
» 5 million IDR 11.24

The majority of respondents in this study were women as much as 67.2 percent,
while men were 32.8 percent. This is understandable because women prefer shopping
than men. Based on age, most of the respondents are between 18 years old and 20
years old, which is 60 percent, followed by respondents who are between 20.1 to 22
years old. There are 50.48 percent studying in the management study program and
28.57 percent in the administration study program, the rest from various study
programs. The frequency of purchasing online, most respondents shop online one to
three times (62.86%) and 26 percent shop 6 times in one month. The average pocket
money of respondents is 1 million rupiah to 3 million rupiah as much as 64.76 percent.

Analysis Description
To find out how the respondents' responses to the research variable X in this case

are: the reference group, online review and product return policy and variable y (online
purchasing decision), the researcher conducted a descriptive analysis.

Table 2

Descriptive analysis
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Buy Dec 4.0000 .65044 105
Ref Group 3.3810 .76121 105
Online Rev 4.0238 .52064 105

Product 3.9381 .58710 105
Return Pol

Based on Table 2, the total average score for the variable that purchasing decisions
is 4.00, the reference group is 3.38, online review is 4.024, and the product return
policy is 3.9381, which means that overall respondents agree with the statement items
on the research variables and are included in good criteria. The online review variable
is the variable that has the highest average score and the reference group variable has
the lowest average value.

Validity and Reliability Test

A measuring instrument should be able to measure the variable being studied, and
to find out whether the measuring instrument is valid or not, a validity test is carried
out. The validity of this study is to have a minimum value of the correlation coefficient
r = 0,30, where according to this value is considered satisfactory besides
that there are several items that fall because they have a value r = 0,30. Based on the
results of the analysis carried out, the results of all statement items in the research
variable are greater than 0.3, thus all statements in the research measuring instrument
are concluded to be valid.

In addition to validity, measuring instruments in research must also be reliable.
Reliability is a test used to get the level of accuracy of the instrument used, reliability
test is carried out, and the test is carried out using the Cronbach Alpha technique. The
results of the reliability test obtained show the Cronbach Alpha value of each variable
> 0.70 [2] then this research variable is reliable.

From table 3, That Cronbach alpha value of each research variable is greater than
0.7. Thus it can be concluded that all variables have a high level of reliability.

Table 3
Reliability Test

: )

Reference group .848 07 reliable
Online review .847 0.7 reliable
Product return .720 0.7 reliable
Purchasing decision .857 0.7 reliable

From the table above, it can be seen that the Cronbach's alpha value of each
research variable is greater than 0.7. Thus it can be figured out that all variables have
a high level of reliability.

Coefficient of Determination
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To find out the correlation value and percentage contribution (adjusted R square)
between the reference group variables, online review and product return policy on
online shopping decisions, it can be seen in table 3 below:

Table 4

Coefficient of Determination

1 483 234 211 .57778 1898
a. Predictors: (constant), Product returpol, online rev, reff group
b. Dependent variable: Online shopping

Based on the results of data analysis in Table 4, it was found that simultaneously
the reference group variables, online review and product return policy had a significant
effect on online purchasing decisions by 23.4 percent while the rest were influenced
by other factors not examined.

Based on the results of data analysis in Table 5, it was found that simultaneously
the reference group variables, online review and product return policy had a significant
effect on online purchasing decisions. This is evidenced by a significant value of F
0.000. Based on this, it can be concluded that this research model is fit and can be
used to predict the influence of reference group variables, online review and product
return policy on online purchasing decisions.

Table 5

1 Regression 10.284 3 3.428 10.268 .000°
Residual 33.716 101 .334
Total 44.000 104

a. Dependent Variable: BuyDec

b. Predictors: (Constant), ProductReturnPol, RefGroup, OnlineRev

Multiple Regression

Partial regression model testing is used to determine whether each
independent variable forming the regression model individually has a significant effect
on the dependent variable or not. The independent variable forming the regression
model is said to have a significant effect if t count > t table or significant < a = 0.05.
Partial regression model testing is as follows:

Table 6
Multiple Regressions
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1 (Constant) .607 .614 .989 .325
Ref Group (X1) .189 .075 222 2.535 0,013
Online rev (X2) 411 111 .329 3.701 0,000
Product return policy .279 .098 .252 2.848 0,005
(X3)

Based on the results of multiple regression, it can be concluded that the reference
group has a significant value of 0.013< 005, means that Ha is accepted and HO is
rejected. Thus, it can be said that there is a significant influence of the reference group
on online shopping decisions (H1 is accepted). Furthermore, online review has a
significant value of 000 < 0.05, thus hypothesis 2 that there is an influence of online
review on online purchasing decisions is accepted. Hypothesis 3 which states that
product return policy affects online purchasing decisions is also accepted because it
has a significant value of 0.005 which is smaller than 0.05.

Discussion

Based on the results of the study, researchers found that reference groups, online
reviews and product return policies were able to describe and contribute to students'
online purchasing decisions. Reference groups are one of the most powerful factors
influencing consumer behaviour; shoping online of purchasing decisions. This is in
same idea as that the reference group variable has a significant effect on
purchasing decisions. This finding is reinforced by the opinion of[9] that the reference
group is an individual or group that is used as a reference that has a real influence on
the individual or is used as a reference in forming affective responses and cognitive
responses as well as performing behavior.

Online review as a source of information used by consumers in finding information
about the products or services needed in this study was found to have a significant
influence on online purchasing decisions. The results of the study are in line with those
of other researchers who also prove that online reviews have an effect on purchasing
decisions

Based on the results of the study, product return policies also affect online
purchasing decisions. This is understandable because shopping online is different
from purchasing offline. In purchasing online, the risk is greater that the product we
purchase which is not as expected; therefore the product return policy is important in
online purchasing decisions The results of this study are in line with research
conducted b which states that the ease of product returns affects online purchasing
decisions.

Conclusion

This study was conducted to determine the effect of reference groups, online
reviews and product return policies on online purchasing decisions. The results
obtained from this study are the reference group, online review and product return
policies have a positive and significant effect on online purchasing decisions.

For other companies that operate online, this research can be used as input to
improve the level of consumer purchasing decisions when purchasing for a product.
Consumers in online shopping are often influenced directly or indirectly by the people
around them, and seek information based on the experiences of others after buying a
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product or service they want and the existence of an easy product return policy.
Therefore, the company should keep the information provided by other customers
through online reviews is always positive, and provide an easy product return policy
because positive information and the ease of product returns can increase the desire
to buy even higher amount of purchasing.
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