Designing Online Marketing For SME
(Organic Food Case Study)

Hasrini Sari 2 Aditya Parama Setiaboedi °
a2 |ndustrial Engineering Management,
Institut Teknologi Bandung, Bandung, Indonesia.
& Corresponding author: hasrini@mail.ti.itb.ac.id

© Authour(s)
OIDA International Journal of Sustainable Developm@®ntario International Development Agency, Canad
ISSN 1923-6654 (print) ISSN 1923-6662 (online) waidaijsd.com
Also available at http://www.ssrn.com/link/OIDA-Irtournal-Sustainable-Dev.html

Abstract: Organic food consumption in the world tends towgreach year along with the
increasing public awareness on health. This peasittrend also happens in Indonesia.
Nevertheless, many producers of organic food inohedia face problems in market their
products. Most of them are SMEs so they have luniimancial resources for conducting
marketing activities. Therefore, they need kindsafketing program that can be run at a low cost
but reach a wide range of audience. Online marggatieets these requirements. Nowadays, the
role of online commerce in increasing organizatigmsfit is growing each year. Organizations
spending on online marketing is also increasinmeadia buyers adjust to online world while other
media advertisement spending keep falling or remairstant each year. Nevertheless, the online
marketing effort should be designed in a way thifitdeliver value to both the organization and
its customers. Several SMEs in Indonesia have adamline marketing program but they do not
enjoy its maximum benefit. Even worst, they justdge or stop their online marketing activities.
One form of online marketing is a website creapoogram. This study is intended to investigate
the characteristics of online marketing activiteesd website that will enhance the customers’
intention to buy. Several steps are taken. Fiegt,sive identify characteristics of online buyers in
general in Indonesia. Then, based on their sirtigarand differences, we group them into several
segments. Second step, we identify potential segme@itable to be targeted by organic food
producers. At the end, we identify the online méngactivities and the technical characteristics
of website that match with the profile of the s&elcsegment.

Total 686 valid data are collected out of 688 dgdshered using an online questionnaire. The
guestionnaire’s URL is being spread through sevemihe social media. Factor analysis is used
to analyze the data and the result shows theresiaréactors that influence online purchase
intention, namely ease-of-use, website integritystomer communication, word-of-mouth,
transaction security, and perceived usefulnessn,Theoss tabulation and cluster analysis is
conducted to obtain segments and their profiless $tudy shows that potential online shoppers
could be grouped into three segments based on inealkwvariables (online buying frequency and
spending, and payment method) and psychographiables. For the organic products, the
potential target is professional-shopaholic groupg segment with buyers who have high
frequency on online shopping and relatively largenber of online financial transaction. These
characteristics are then translated into techribaracteristics of organic food online marketing
activities and website in order to increase visitamtention to buy. At the end, this paper is also
describes the implementation of the study resulatglyzing an existing processed organic food
producer.

Keywords: intention to buy, online marketing, online shogperganic products, website
Introduction

his study concentrates on organic foods, definefb@ds cultivated in the country and nurtured oigalty
without any artificial substance, including the dsoprocessed from them [1]. This definition is @mos
because the negative effects of non-organic fodditoan body are already proven in previous stydiesn
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addition, organic foods, especially agriculturabgucts, are raw materials for other organic proglstich as
cosmetics. Organic food consumption in the worlddteto grow each year along with the increasinglipub
awareness on health. This positive trend also hepimelndonesia. Nevertheless, many producersgeroc food in
Indonesia face problems in market their productestvbf them are SMEs so they have limited finan@aburces
for conducting marketing activities.

Moreover, organic food has its own characteristidsich is a challenge in marketing the product. Twain factors
that greatly weaken the positioning of organic picid in comparison to non-organic products areepaied lack of
tangible benefits. Benefits of organic productghsas effect on health, are not attainable or imately perceived
by customers after consumption. The benefits omgome effective over time. Hence, such benefitsoftien

referred to as intangible benefits. Moreover, ofggroducts in general have higher price tags thesir non-

organic competitors due to the higher price of raaterials and the more complicated processes iadolVhis

combination of higher price and intangible benefifegates green products to an inferior positimmgared to their
competitors in the customer’s decision-making pssda].

Therefore, they need kinds of marketing progrant ttzm be run at a low cost but reach audience, lwhie
numerous but in accordance with the target. Oniiraeketing meets these requirements. Online maxkétas the
advantage of having a relatively low investmenttcesse of use, extensive network coverage, aetierof
dissemination and collection of information as veslsearch for potential business partners [4].

Nowadays, the role of online commerce in increasirganizations’ profit is growing each year. Onlpr@motions
has an influence on digital transactions signiftgamAlong with the increase of internet users loé¢ facility, the
number of online shoppers in Indonesia is increpsivery year [5]. Organizations spending on onliterketing is
also increasing as media buyers adjust to onlinddwshile other media advertisement spending kedin§ or
remain constant each year. Nevertheless, the onlardeting effort should be designed in a way thidltdeliver
value to both the organization and its customers.

Many SMEs in Indonesia have adopted online margetirogram, however, some of them are not yet ofyma
utilize online marketing. Even worst, they just ége or stop their online marketing activities. Goem of online
marketing is a website creation program. Accordmff], consumer decision on purchasing or consgraicertain
product is made through several stages. They dredirction of needs, information search, and evalnaof
alternatives, purchase decision and post-purchelsavior. Attractive web site content will help cangers in the
stage information search and evaluation of altérestwhich led to the decision of purchasing thedpict. [7] argue
that the content displayed on a page promotion sgaificant factor in affecting consumer buyingciséons.
Moreover, thorough information could enhance cust@mperception of green product benefit and itsneenic
accessibility [8].

This study is intended to investigate the charésties of a website that will enhance the customatention to

buy. Several steps are taken. First step, we iijecttiaracteristics of online buyers in generalnddnesia. Then,
based on their similarities and differences, weugrthem into several segment. Second step, weifig@utential

segment suitable to be targeted by organic foodumres. At the end, we identify the technical chiaréstics of

website that match with the profile of the seleegment.

Resear ch methodol ogy

There are three elements that affect consumer mwhaw the approach to the new consumer behavior
(neobehaviouristic approach): S-O-R. S (Stimulie)resents stimulus received by consumers, O (Ggani
describes the information processing performed Hyy fespondent based on stimulus received to gen&at
(Response). The response can be either a decisitiyt or not to buy a product [9]. Stimuli that kamost
influence on the decision to buy is the perceptibnonsumers [10]. Therefore, this study discussme to create a
perception in the minds of consumers regarding racggroducts that can maximize purchasing intemstion
especially the perception formed through onlinekating.

At first, a company should be able to study thestxj market and select the segments that wilhkemarket base
in competing with competitors and setting markesifion. In fact, a company cannot serve all custanie the
market because consumers are varied. Market segtizenis an activity of grouping heterogeneous reaikto a
more homogeneous market in terms of interests hasiog power, geographical, purchasing behaviat |iégstyles
[11]. Segmentation has an important role in thegihesf the company's strategy because it helpsaohgany to be
more focused in allocating resources. In additieegmentation can also give an idea about the carsum
characteristics that assist companies in fulfillihg needs and desires of consumers.
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Market could be divided into several segment basethe following variables [11]:
» Geographic Segmentation
Market is divided according to different geogragihiconditions, such as country, region, city, @ioe.
» Demographic Segmentation
Market is divided according to different demodripvariables such as gender, age, occupationiiaco
education and religion
» Psychographic Segmentation
Market is divided according to different socikdgs, lifestyle, or individual psychological chaeatstics.
* Behavioral Segmentation
Market is divided according to different knowleddpehavioral, or response to a product.

After segmentation process, the next step is tduate these segments and decide which segment itatbet
market. In evaluating market segments, there arerakfactors to be considered, namely the groviithesegment,
the segment size, the attractiveness of the maHeetompany's goals, and the resources of the @oynp
Projections of growth of sales and the expecteditprargin of each segment are also should be asdlyy the
company. In addition, it should be considered albether there are potentially unique charactegstica segment.
Another consideration is whether the investmentdarfar the selected segment makes sense to comnsigems of
the objectives and resources of the company.

Selected target market is a group of consumerssirtiilar characteristics and becoming the focuthefcompany.
There are several options in selecting target niatkey are [11]:
a. Undifferentiated Marketing
In this strategy, the company ignores market seggrt@at form and will design a marketing stratéggyall
existing customers.
b. Differentiated Marketing
The company chooses some market segments anaslesigarketing strategy for each selected segment.
c. Concentrated Marketing
In this strategy, the company will choose the sagimwith the largest market share. This strategy is
suitable if the company's resources are limited.

After the company decides its target market, tha step is called positioning. Positioning is comsus’ point of
view about a brand or product and that what disiistges it from its competitors [11]. In additiohgetpositioning is
also used to build trust, confidence and competefdbe company in the eyes of consumers. The ipasitf the
product can be determined based on the produdébwts, time of use, the product benefits, comparigith
competitor products or classes of product quality.

This study uses demographic, psychographic and vimtah variables for segmentation basis to obtdie t
advantages of each variable. The use of demograptucpsychographic variables together in segmemntatan
increase the degree of model predictability [3]bitain shopping online can be classified into wébral factors.
Therefore, the behavioral variables will also bedut include the online shopping habits factorilévgeographic
variables is not included in this study becausepating to [13], the characteristics of online shexs do not vary
significantly between regions in Indonesia and ¢hene no indication of different preferences arecid needs by
region.

Demographic variables are operationalized into genelducation level, and occupation. Behavioraiabdes have
five operational variables, namely the frequencyonfine shopping, goods purchased online, onliaesaction
amount, types of online shopping sites most comynoséd, and the method of payment. Psychograghiaehies
are operationalized based on former researches.d&pendent variable in this study is purchase figenThe
complete variables of this study can be seen iTdi#e 1 below.

Next Page
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Table 1. Segmentation Variables

Variable Category Indicator Variables
Demographic Age
Gender
Education
Occupation
Psychographic Trust
Website Informativeness
Ease of Use
Interactive Speed
Perceived Usefulness
Aesthetics
Transaction Security
Customer communication
Word of Mouth
Online Purchase Intention
Behavioral Online shopping experience
Online shopping frequency
Goods bought via Online
Nominal transaction in
online shopping
Type of website used in
Online shopping
Payment method

Demographic and behavioral factors use nominaksaeethile psychographic factor uses ordinal scalkesdiptive
data analysis is used for the three factors. Fgchagyraphic factor, data is then analyzed usingWhgable
reduction factor analysis Principal Components gsial (PCA). Sometimes, there are constructs whietsamilar
to each other. This similarity can lead to misreprgation (misleading conclusion) by the respondBntdoing
PCA, similar variables will be joined to form a nher of factors that could explain the maximum vaci of the
data collected [14].

The results of the factor analysis would be indéjgei variables that affect the dependent variatihéch is online
purchase intention. Hypotheses are determinedested using the Pearson correlation test.

The next step is determination of variables thditlvéicome the basis of a cluster analysis groupiigse variables
are variables that are either independent or hheeldast relationship with other variables. To tidgnthese

variables, a bivariate correlation analysis is @aenfed. Variables that have the smallest correlatialue are
variables chosen as the cluster analysis basis.

Once segments are formed, one or several potsetahents that will be served are chosen due ttelihmesources.

One method to determine which market segments heiltargeted is the RFM (Recency, Frequency, Mowetar

Value) modeling. RFM approach gives value to eagdnsent based on their purchasing behavior, noherbasis
of demographic characteristics. RFM models canpgpdied to various types of products by considethrge factors
[15]:

1) Customers who have recently purchased a probdace a tendency to repurchase (R, recently),
2) Customers who purchase high frequency has &beydo repurchase (F, frequency)

3) Customers who spend relatively a lot of monaya(certain period of spending) have a tendencggarchase
(M, monetary value).

Implementation of RFM model is by providing valwedach measurement indicator in terms of recemegugency
and monetary value. Segment which has the greatestvalue is chosen as a target market.

Then, market positioning is determined using brinmkbge method, which is associating the brand \eitisting
market leader and adding incremental changes. Aoapito [15], this strategy is suitable to be apgplby SMEs
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especially if it delivers the same benefits anceiiffy cheaper products. After that, a tagline tsosg to lock the
image of the products in the minds of consumersdififierentiate products from competitors [15].

The final step is identifying the characteristidsonline marketing and website that are suitabléhwie market
positioning and the characteristics of consumegetad.

Data collection and analysis

Data is collected using an online questionnafme.online questionnaire was made in Googleform wWiitks that
have been shortened to http://bit.ly/berbelanjaanliThe link is disseminated through social med@imobtain the
characteristics of respondents are more diverseodephically, the data collection is done using ttem
questionnaires as well. The amount of data colieist&86 data.

The result for descriptive analysis can be seemahble 2. Measurement used for central tendenchefdata is
mode, which is the value that most frequently arise

Table 2: Modus of Measurement Variables

Variable Category Indicator Variables Modus
Demographic Age 18 s/d 23 years old
Education Undergraduate student
Occupation Student
Behavioral Online shopping experience
Online shopping frequency At any given time
Goods bought vi®nline
Nominal transaction in IDR 100.001 s/d
online shopping IDR 200.000
Type of website used in Media Sosial
Online shopping
Payment method Bank Transfer

For psychographic data, validity test is conduaieithg the construct validity test of Pearson Proddoment

Correlation. For a sample size of 686 and withgnificance level of 5%, r value is 0.0749. All dfet correlation
value is above 0.0749, so it is concluded thatnestionnaire is valid. Reliability test questiomeavas conducted
with Cronbach Alpha test. This questionnaire habalvalue greater than 0.7 so that it can be cdedlthat this is
reliable.

KMO value of 0924 (already exceeded 0.5) indic#iies the sample size has been fulfilled. Factotyaisin this

study aims to find the factors that can explain tberelations among sets of variables to be used basis to
segment the market. Eigenvalues are used as tlie thaseduce the item. Eigenvalues describe theuamof

variance explained by a factor. Therefore, theofgcextracted limited to factors with eigenvaluesager than 1. In
this study, the eigenvalues greater than 1 is aplyo a factor of seven. Then, maximum of sevetofaowill be

established. By extracting seven factors, cumuwdatigriance is 63 824% or above 60%. Limit of 60%the

minimum threshold value of the cumulative variarioe social research [16]. This study considered gbeial

research because it involves people's preferehcesan).

Factor rotation using varimax is conducted and Iteduin 14 variables variance unexplained becaustheir

loading factor less than 0.70. Therefore the 14abéas were excluded because they are alreadyiegdldy other
variables. At the end, factor analysis for psychpic data generates seven factors, namely EddsepfWebsite
Integrity, Customer Communication, Word-of-Mouthrafisaction Security, Perceived Usefulness and Bsimg
Intention

Then, the analysis of the correlation between #lcéofs that influence online purchasing intenti(wmsrd-of-mouth,
website integrity, ease-of-use, perceived usefslnémnsaction security, and customer communichtisn
conducted. Correlations were calculated using Htarcorrelation coefficient / Pearson product momdhis
coefficient measures the closeness of the reldtiprizetween the observed results of the populatidnich has two
variants (bivariate). The result shows that allsthdactors indicate a positive relationship to mmlipurchase
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intention. The higher consumer preference on sixofa, the higher the consumer intention to buyinenl
Moreover, significance for the sixth factor indiestta value less than 0.0001, meaning that theaerétationship
between the six factors formed from factor analysth the intention of purchasing online.

Furthermore, cluster analysis is conducted to aggtate the data into groups based on common chasics of
these objects with other objects to form a homogermwoup. Grouping in this study is using a Hienaral Method
(by using Ward's Distance) and nonhierarchical Meéti{K-Means Clustering). Validation will be done by
comparing the results obtained from the hierardhébester with nonhierarchical cluster in orderfiod out how
many clusters that should be used. Evidently, tigreeiping clusters have more in common on the tesilboth
methods. Therefore, three clusters will be useditareh be concluded that the cluster analysigislv

In order to be able to identify the identificatismariables of each segment, cross tabulation amalfcioss
tabulation) is performed. From the analysis, it banseen that all psychographic variables assalcigith the three
clusters. Each cluster has a distinct preferencealioof the psychographic variables when compaiedther
clusters. On the other hand, no demographic vasahbte significantly different between the threeswdrs. For
behavioral variables, only one variable is not Bigantly different. Then, the psychographic andhéeéoral
characteristics of each cluster are identified alcwuating the mean concentration of each signitigadifferent
variable.

Consumer profile of each segment based on des@igtatistic can be seen in the table below.

Table 3: Consumer Profile of Each Segment (Modus base)

Variable Indicator Variables Segment A Segment B Segment C
Category (47%) (43%) (10%)
Demographic A 18 s/d 23 years 18 s/d 23 years 18 s/d 23 years
ge
old old old

Gender 65% woman 60% woman 71% woman
Education Undergraduate  Undergraduate = Undergraduate
Occupation 61.7% Student  67.9% Student  84.1% Student

Behavioral Organic products 25% ever bought 26% ever bought 22% never
shopping organic products organic products bought organic

experience products

62% not routine  70% not routine  77% not routine
18.7% more than 11.1% only once 18.8% only once
once in 2 months

Goods bought via  79% electronic  67% electronic ~ 79% electronic

Online shopping
frequency

Online devices devices devices
45.1% IDR 41.89% IDR 60.87% less than
Nominal 100,000 — 100,000 — IDR 200,000
transaction in 300,000 300,000
online shopping  22% more than
IDR 500,000
Type of website 40% in social 41% in social 42% in social
used in Online media media media
shopping
60% bank 68% bank 80% bank
Payment method transfer transfer transfer
20% internet 19% cash on
banking delivery

Note: shadow indicates no difference between treeteegments

Segment A mostly concerns with the variable ‘coeffide in the information’, then the variable ‘prdiec against
customer's identity information’, ‘protection agstirmisuse of customer information illegally’ ancridence in
the product’. It means that Segment A considersttiesecurity of transactions and the truth obinfation as the
main consideration in buying online. Furthermotes tsegment also concerns on ‘accurate informadloout the
product’. Seven variables that have the greatestage value all concern about trust and securhiis 3egment also
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has the highest online purchase intentions comptoethe other two segments. Segment A will be named
professional-shopaholic group. Segment B has velgthigh preferences on Ease-of-Use and Word-ofHdoand
has online purchase intention lower than Segmenth&. average value of the four indicators of Onkhechase
Intention are still above the value of 3.5 (halftleé maximum value 7). Based on the characterittimshave been
disclosed, segment B will be named mediocre-buyeuy Segment C has a high priority to the varislidase-of-
Use and perceived Usefulness, and has Online Rsechdention relatively low compared to the othenot
segments. Segment C will be named carefree-fredusmrs group.

The above three cluster basically represent thegenent existed in the market. Based on these, atuaduis done
to choose which segments will become potentialeiargarket. As already stated in the former sectsmgment
selection method to be used is the RFM (receneguincy, monetary value) modeling developed byehikt al.

[15]. There is no fixed rule regarding scoring andges between levels of response. The cornergtoseoring is
that there should be a level that gets the higbasits and the other levels that obtain the lowestt. The level of
response that has higher points should be eligibhe selected. After the stage of awarding pdimtgariable RFM,
then each segment is assessed. The trick is byiphyidg the proportion of respondents whom chooseain

response in each measurement item with the asedd®EM score that have been outlined before (famgple, see
Table 4). RFM total value derived from the sumtad talue of the three indicators for each segnizaged on the
calculation, it is known that the segment with ttighest total value of RFM is segment A with a eabf 86.61
followed by a segment B which has a total valu8hD1 and last segment is segment C with a totakwaf 69.08.
Therefore, it is decided that the most viable segmt be selected as the target market is segient

Table Error! No text of specified style in documerRFM Point for M onetary Value Category

Indicators M easur ement Scale Point
Above IDR 500,000 60
IDR 400,001 — IDR 500,000 50
IDR 300,001 — IDR 400,000 40
IDR 200,001 — IDR 300,000 30
IDR 100,001 - IDR 200,000 20
IDR 20,000 - IDR100,000 10
Less than IDR 20,000 5

Average nominal transaction in online
shopping for a month

Results and Discussion

Three segments are revealed in this study, nanrefgssional-shopaholic segment, mediocre-buyer sagnand

carefree-frequent buyers segment. With the limitesburces of the company especially SMEs, it wdl uery

difficult to target all segments that have diffdremaracteristics. Therefore, it is necessary toosk the most
potential market segment in order to achieve thgimam benefit for the company. With the RFM modélsee

segments are evaluated and valued. Finally, priofegisshopaholic segment is taken as the main tangeket.

This segment has considerable experience in oshliopping. It can be seen from the relatively higégfiency of
online purchases, a relatively large amount of ngosy@ent in online transaction, and a diverse typeroducts

purchased from the internet.

The type of online marketing suitable for the thesgments is by using social media channel. Nesledh, for
organic products, information that is more thorosgbuld be delivered to enhance customers’ interibdouy [8].
Due to limited space of social media, organic podbguoducers should also have a website filled wwitbrmation
to educate the visitors about their products.

In designing market position, at first we selece @ME, named NH, which provide processed orgarid fas a
case study. By using the brand linkage, SMEs NHlpcts can be positioned with reference to the sththe art
products with similar category and make some anijasts as differentiation. NH products are differieatn other
organic products in that they offer high-qualitypg@ucts. The main competitors of NH are other SMiagaged in
processed organic foods. Usually NH competes vellow sellers of processed organic products athetibins or
events followed.

Positioning strategies can be done by installingjfmations and awards NH owned on the websitélite aim of
provoking a sense of trust in the minds of conssna@d more confirms the picture of good qualityducts. To be
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more striking, in the website can also be displapgdedients used in processing the food. Inforamatisplayed on
the existing website of NH only a product photamdarct name and price alone. There is no detailfedrivation on
the composition of raw materials, product processind product certification.

It should also be displayed the product advantagespared to its competitors. One of the benefitg ttan be
shown is that the light meals and snacks that N#tlgpce which is safe and good for people with diseasich as
diabetes and cholesterol. Periodically the websheuld be filled with the articles about health aqb on

preventing disease. By doing so, customers cani@osiH as a healthy food on his mind. the webslteuld also
shown NH motto to assert superiority of the produict the targeted consumers, for example with thege

‘companion guide toward healthier lifestyle'. Teesgthen the positioning of NH, which promotes sigguquality

and trust in the minds of customers, NH can usefdliewing tagline for marketing its products: 'Hest to

Goodness'.

The main characteristics that distinguish the msiftnal-shopaholic segment compared to other segnae the
result of positioning analysis are translated tethnical characteristics of the website, as shiovirable 5.

Table5: Segment Characteristics Translation into Techritealtures of a Web Site

Variable Category Technical characteristics of\feb Site
High preference for trust Installing certificatiand awards received, showing the
best quality of raw materials and cooking equipment
used, displaying superiority compared to competitor
products, featuring testimonials from consumers who
ever bought online
High preference for the accuracy of Featuring articles from credible sources about the

information benefit of the offerings
High preference for transaction Ensure security of transactions by using standandk b
security transfer method and/or using visual facilities escr
The most frequently shop online Promotion through various social media with links
through social media leading to web site to provide more thorough
information
Payment method most commonly Provides services for payments via ATM using sdvera
used is a bank transfer major banks, so buyers do not have to pay theafost

interbank transfers
The frequency of online shopping isUsing short sentences motto and slogan on the teebsi
relatively high to make it more memorable by the potential custemer

Conclusions

This study demonstrates that there are three sdgnuéh online shoppers in Indonesia, namely proéess-
shopaholic segment, mediocre-buyer segment, anefreaffrequent buyers segment. Professional-shdipaho
segment mostly concern about trust and securitys $Bgment also has the highest online purchasation
compared to the other two segments. Mediocre-bsggment has relatively high preferences on Easésefand
Word-of-Mouth, and has online purchase intentiomdbthan the first segment. Nevertheless, the geevalue of
the four indicators of Online Purchase Intentiosti above the value of 3.5 out of 7. The thiedyment is carefree-
frequent buyers segment, which put a high priaityhe variables Ease-of-Use and perceived Usedgjrend has
Online Purchase Intention relatively low comparmethie other two segments. .

Based on the results of the evaluation of the @ttreness of the market segments using RFM (RecErmaguency-
Monetary Value) modeling, selected segments areptbfessional-shopaholic segment because it habigeest
total value of RFM which is equal to 86.61.

The type of online marketing suitable for the thesgments is social media channel with link to ¢benpany
website. Social media accounts are used to proamaledirect the consumer to open an online stotesiteslink.
The website should contain information that is aateiand reliable, ensure the security of the pedaided by the
visitors, and have a secure payment method.
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Positioning strategy is done by displaying theifieation and awards aiming of provoking a senséro$t in the
minds of consumers and more confirm the picturgarfd quality products. To be more striking, webs#a also
display ingredients, production tools, and processe
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