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ABSTRACT

Prior research focused on online shopping behavior of various different age groups
including young adults. Yet, the impact of peer influence when young adults’ make

the decision to shop online has not been explored in the context of Malaysia.

In order to fill this gap, this study extends the previous research by exploring the
\ impact of peer influence on internet and online shopping behavior among young
adults in Malaysia. The theoretical lens used in viewing the research is unified
theory of acceptance and use of technology (UTAUT) model and normative social
influence theory. The respondents are sought from universities based in the Klang
Valley area of Malaysia. The guestionnaires were distributed to young adults’ aged

18 — 24 using convenient sampling.

The hypotheses of the research were tested using PLS estimation technique
version 2.0 whereas the descriptive analysis profile was done using SPSS
statistical software version 20.This research revealed that peer influence has a
significant impact on young adults’ decision on shopping online. The study also
established that the four factors of UTAUT (performance expectancy, effort
expectancy, social influence, and facilitating conditions) have a significant influence

on online shopping behavior of young adults in Malaysia.

The discussion explains the empirical evidence. Practical and theoretical

implications are further highlighted. Recommendations for future research are also

‘ provided.

, Key Terms: Young adults, online shopping behavior, peer pressure, Internet,

Malaysia

INTI INTERNATIONAL UNIVERSITY (2013)

:



ACKNOWLEDGEMENT

The success of this research required the help, support and patience shown by my
lecturers, family, and friends. Without them, it would have been difficult for me to
reach my ultimate destination. For that, | would like to give gratitude to the

following people for their invaluable help and support:

To Mr. Arasu Raman for giving me guidance and for his immense support given in
helping me surpass all the trials that | encountered and for giving me determination

to pursue my study and making this research possible;

To all the generous lecturers in INTI International University for contributing to my

knowledge and assisting me all throughout my MBA journey and dissertation;

To all my dear friends who have always given me strength and for cheering me up

and for standing by me through good and bad times;

To Nazla and Obinna for their guidance and encouragement and for holding my

hand every step of the way;

To my parents, Mr. Yoo and Mdm. Kan, as well as my sister, brother and other
family members for their endless love, unconditional care and for being an absolute

inspiration through my entire life.

INTIINTERNATIONAL UNIVERSITY (2013)




iii
DECLARATION BY CANDIDATE

| hereby declare that this thesis is my own work and effort and that it has not been
submitted anywhere for any award. Where other sources of information have been

used, they have been duly acknowledged.

Name: YOO MEI TEEN

Signature: %MM

Date: 28™ November 2013

INTIHINTERNATIONAL UNIVERSITY (2013)




Table 2.1:

Table 3.1:

Table 3.2:

Table 4.1:

Table 4.2:

Table 4.3:

Table 4.4

Table 4.5:

Figure 1.1:
Figure 1.2:
Figure 1.3:
Figure 1.4:
Figure 2.1:
Figure 2.2:

Figure 2.3:

-

iv
LIST OF TABLES
Ways young adults are defined in different countries and agencies........ 16
Empitical support of the SaimiPIeSIZe. . .o wwems semmmsmmsanmn s 37
SUMMary-of the GUESHONMAILE. . .x.. sumna s i G S5 08NN 838 Samtnst me iz 40
Demographic profile of the respondents......................cooiin. 48
Rehabililyiof the vatlables .« comers spnmusman pommsersssmeny e aansss 50
Convergent and discriminant validity................... 52
Correlations of the latent CORSIUCIS...comm s mamsss s 53
Inner model evaluation and hypotheses testing................................. 54
LIST OF FIGURES
: Number of hours Malaysians spend online...............cooiiiiiiiiii . 3
Online behaviors of internet users in Southeast Asia......................... 4
Average time spent online (hours) as at March 2013......................... 5
Malaysia’s e-commerce market size...................ooooi 6

The active online shopping age of Malaysians.............................. 17
UTAUT Model s grmmmsssms sswomsssemmesmvms srs e s o svepesesmmes 23

Research Framework. .. ..o 30

| INTI INTERNATIONAL UNIVERSITY (2013)




LIST OF APPENDICES

Appendix A: Letter confirming studentship by INTI University
Appendix B: Cover letter by the researcher

Appendix C: Sample of the questionnaire

Appendix D: SPSS output for descriptive analysis

Appendix E: Research Model with results

Appendix F: Project Log

Appendix G: Ethics form

Appendix H: Summary of the dissertation chapters
Appendix I: Initial Research Project Proposal (IRPP)

Appendix J: Turnitin Originality Report

Original Provided Upon Request

INTIINTERNATIONAL UNIVERSITY (2013)




-

Vi

LIST OF ABBREVIATIONS

IT — Information Technology

IS — Information Systems

ICT — Information and Communication Technology
MSC — Multimedia Super Corridor Malaysia

ITU - International Telecommunications Union
UTAUT - Unified Theory of Acceptance and Used Technology
PE — Performance Expectancy

EE — Effort Expectancy

S| — Social Influence

FC - Facilitating Condition

YA - Young Adults

TAM — Technology Acceptance Model

INTI INTERNATIONAL UNIVERSITY (2013)




vii
: Table of Contents
AABSTRRET covrorsissimssiuunesmeyss e et s e s i s o oS i
LIST OF TABLES ... .ot iv
LIST OF FIGURES......ocorcnnnmusnsssnss 6555 rss 540 5 s oo s sy s S Ao s e v
LIST CIF APPENDECES s v sususvosssasosssnsssnissmsssisssssss o siesssss s oo osaamssssasmssmds s G v
LIST OF ABBREVIATIONS......cooiiiiiiiiee it Vi
CHARPTER 1 cisasnrsmms i sy o s s s w s sy S omasmm s pineies 1
]I 50 10 L 1 (] 1
7.1 Chapter OVEIVIEW ........eeeiiiiiiiiiiiiie e 1
1.2 25 1o <o | Lo 010 o I I T— 1
1.3 Problem Statement ..o 7
1.4 Research ObJECHIVES. .......oviiiviiiie e 9
1.5 e[ i — 9
1.6 Significance of the study ...........cooiiiiiiii e, 10
1.7 LinniHEtoE of the SR ... .oecseiiissi ssiiisisen s spniion et mss b iaa4 744 et s 11
1.8 Soope of the Sl w5 11
1.9 Operational Definitions ... 12
110  Structore of Disseation ..cowvvmmmmsnmmmmsurrwmrsss s 12
1.1 85 To o i o gD 111 |1 S U 13
DEBPTER 2. cxsnesemmonmsmmesmmsmmrnsemnsses s e i s s s R L A S m AR S asit 15
B Y o | T —— 15
2.1 Chapter Overview ..............ccouuee. - 15
2.2 Defining young adultsS ..........ooooiiiiiiiii e 15
2.3 The development of online ShoppiNg ..o, 18
2.4 Online shopping in Malaysia and factors that affect online shopping in
T T O 19
241 Peerinfluence: normative social influence ..................ccoccc. 21
2.4.2 Unified Theory of Acceptance and Use of Technology...................... 22
2.5 Theory and HypotheSEeS .......c.ooiviiiiiiiiiiiccccce 25

251 Performance expectancy and young adult online shopping behavior 26

INTI INTERNATIONAL UNIVERSITY (2013)

—



2.5.2 Effort expectancy and young adults online shopping behavior.......... 27
253 Social influence and young adults online shopping behavior ............ 27

2.5.4 Facilitating conditions and young adults online shopping behavior ... 28

255 Peerinfluence and young adults online shopping behavior............... 29
2.6 Research FrameWorkK ... 30
AT ChaAPIer SUMIMTANY ...zcusn sossmsvsrvessssmvessonsss s vhes v enimesBivs e s e i3 0 n fovs 31
e T e e SRS IS S-S B SR = N — 32
AL B DO RN oo s mmes s S5 M A O T R 8 G S S B SRS 32
3.1 E DB EIVETVIEWE commmmmmynvmses s s s vy T ST s s iy 32
3.2 Research DESIG ;. snsm st i s isssses svise 32
321 Nature of Research Design. ... s 32
822 Types.of Research Design....ssuwsumsiimismmmsssssiviss i veoss 33
323 Research APPIOBACE a:. s sy s s s 34
B2 A TN HONZOM o mevvmssssmrmumvammsinsss s s s v s v 35
33 ReSEarCh SAMDIIG suussevmsumsmcmnmssomsvismssorsssssss s s 36
501  Sampling EEhNIGUE s us e s 36
232 Sample size and PaPUIBION. ... s s s 36
S ST o) B U —— 37
3.4 Data collection method ....... PRSPPI 38
841 Measuring INSIUMBRL ..o s oo s 38
3.5 Data Analysis. TREMAIIE .comummonmmmsommmmmsssnenmnmmsssmsmmsmmmmssmsssmm 41
3.5.1  Structural Equation Modeling (SEM)..........ccoocciiiiii 41
3.5.2 Partial Least Square (PLS) Estimation ..........ccoccevvieiiiiic 42
3.5.3 PLS Estimation Approaches .............ccccooiiiiiiiiiiiiiiieei e, 43
3.6 Ethical Considerations .. ..cooooioiiiii e 45
3.7 Chapter SUMMAIY ... ..ottt e 46
DOROOENN R VI R 0. om0 s A R 5SS S 47
RESEARCH FINDINGS .....oeiecieeeeisresssesnessssnssssssssssssssssssssesssnsasssnssssasssnssesssnses 47
4.1 CIEIDRET OWBIVIBIN, .. om0 550 050 5000 05 85 S SR OB 47
4.2 2055 615 2] 1 O — 47
4.3 DESCrPHVE ANAIYSIS . ....eeoeiieie i 47
4.4 Reliability Analysis ..........ccooeviiiiiiiiicninnnn T 49

INTIINTERNATIONAL UNIVERSITY (2013)




4.5 Results from Partial-least Square (PLS) Modeling...........coccoveviieiieennn. 50
451 PLS Outer Model Evaluation ...........cccooooooeeeoioo 51
452 Innermodel evaluation ... 54

4.6 Hypotheses Testing.... .o mssmis 55

4.7 CRAPIET SUMIMIBITY - c-ccwrv s mmseomemssmms s s s i €50 50 5w 88 55 56

(0 = 1N 2 I = = 57
DISCUSSION, RECOMMENDATION AND CONCLUSION .....cooiiviiiciicisnmnneennns 57

5.1 O FBTILETY I RN st oot s i s SR VPSS S 57

B2 DHSCUSSION ...ttt ettt e e e e e ee e e e e e 57
5.1.1 UTAUT and young adult’s online shopping behavior......................... 57
5.1.2 Peerinfluence and young adults’ online shopping behavior.............. 60

52 Theoretical Implications ..o 61

5.3 Prachical impliealions qws. st s disessviorin i o 62

5.4 Recommendations for future research...............c.ocoo 63

5.5 O MBIISTON oo camamammmnms eSS S A LSS TR S A TN 64

5.6 Personal Reflection.... ..o 65

o T 67
RIS s s i om0 B S IS e S B 8 S S A SR SRR 88

INTI INTERNATIONAL UNIVERSITY (2013)




CHAPTER 1

INTRODUCTION

1.1 Chapter Overview

The opening chapter presents the overview of the research beginning with the
background of the research followed by the problem statement and research
objectives related to the literature. The assumptions made are then deliberated
along with the scope of the research. The chapter will conclude with operational
definitions along with the structure of the dissertation and a brief summary of the

areas explained in the chapter.

1.2 Background

It is agreed within the Information Systems (IS) research field that the popular and
continuance usage of Information Technology (IT) is a key research concern
(Bhattacherjee, 2001; Bhattacherjee and Premkumar, 2004; Hsu, Yen, Chiu and
Chang, 2013). The foreseeable business potential that lies within the field of IT has
further increased the usage of Internet. In her recent research Niu (2013) revealed
that the Internet and IT usage has been flourishing for the past decade and online
shopping gained momentum becoming the latest trend. More research has linked
IT with elevating use of online shopping (e.g., Childers, Carr, Peck, and Carson,
2001; Niu, 2013; Cheema et al., 2013). Research gurus within the field has
indicated that the main reason behind the increasing use of online shopping is due
to the interactive nature of the Internet that offers various opportunities to upsurge
the online shopping behavior by enhancing the availability of product information,
decreasing buyer costs, and allowing direct multi-attribute evaluations and
comparisons (e.g., Alba et al., 1997; Childers, Carr, Peck, and Carson, 2001;
Orwall, 2001).
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Literature has defined online shopping as “the shopping behavior of consumer in
an online store or a website used for online purchase purpose” (Monsuwe, Dellaert
and Ruyter, 2004; Cheema et al., 2013). The ongoing research in the field
enhances the significance of the online shopping for both consumers and retailers.
Cheema et al., (2013) explained some of the advantages such as saving travel
costs, reduction in overhead expenses, enhancing market area, and decline in

dependence to store visits as well as getting access to a wide range of products.

Moreover, with this rapid growth of Internet people of all ages have begun to adapt
subsequently to the services facilitated by the Internet such as online shopping.
Scholars have long realized the emergence of young adults using internet (Niu,
Chian, and Tsai, 2012; Niu, 2013). Young adults are known as the age group
where people are easily influenced by current trends, fashions, peers, and other
characteristics. Literatures have stated that young adults gained a greater impact
on the family purchase decisions (e.g., McAlister and Pessemier, 1982, Arnett,
2002; Kamaruddin and Mokhlis, 2003; Niu, 2013). The trend of online shopping
offers a vast business growth potential and therefore the online shopping behavior
of young adults cannot be ignored. Similarly, Johnson (2008) found that young
adults (aged 18 — 24 particularly) have moved from traditional mediums such as
television and radio to the internet. In line with this Niu (2013) stated that young

adults under the age of 30 make up more than 50 percent of online shoppers.

Researchers have agreed that such behavioral changes have made internet to
revolutionize marketing and trade such as opening up various opportunities for
marketers resulting in extraordinary pace of change in marketing operations and
strategies (e.g., Pollack, 1999; Vandarajan and Yadav, 2009; Park and Jun, 2003;
Tan, Chong, and Lin, 2013). This revolution has led many countries to take steps
to provide internet connection to the society and take measures to attain a high
penetration rate due to the awareness that internet facilitates the expansion of a

knowledge-based society (Fairuz, Chong, and Chew, 2008a, 2008b; Tan, Chong,
and Lin, 2013).
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In line with this, Malaysia began to develop the country’s internet infrastructure in
1995 and soon launched its project of Multimedia Super Corridor Malaysia (MSC
Malaysia) in 1997 to upkeep the use and development of information and
communication technology (ICT) across the country (Yap, 1995; Tan, Chong, and
Lin, 2013). As a consequence of such developments, the international
telecommunications union (ITU) revealed that there is a positive correlation amid
internet usage and growth of population in Malaysia. Likewise, with approximately
16.9 million users, the internet penetration rate was 64.5 percent in the year 2010
as comparison to 37.7 million internet users with 15 percent penetration rate in the
year 2000 (Tan, Chong, and Lin, 2013). With this the KCLau (2013) has found that
29 percent of Malaysians spend 1 — 2 hours online followed by 17 percent that

spends 3 — 4 hours online.

Figure 1.1: Number of hours Malaysians spend online

1-2hrs
10hrs 7-8hrs 3-4hrs
7% 3% 17% 20%

Time is of essence! Most Malaysians spend around 1-2

hours online every day, guess it does not take that long

to go on an online shopping spree. Sure beats standing
in line and being stuck in traffic!

Source: Adopted from KCLau (2013)

Within this approach, Leong and Lee (2009) revealed that 30 percent of
Malaysians uses online shopping. Even though the percentage is relatively low
compared to the developed countries in the Asia Pacific Region, Lim, Wong, Tan,

and Ng (2010) predicted that the market of online shopping is huge in Malaysia.
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Given the number of internet users it is common for consumers to freely click on
shopping sites and choose their preferred products. The wide popularity gained by
online shopping over the past few years has been acknowledged by various
researchers whereby some researchers stated the oniomania facilitated by online
shopping (e.g., Koufaris, 2002; Park and Kim, 2003; Liu, Li and Hu, 2013;
Zendehdel and Paim, 2013). The online shopping platform is increasing in the
Southeast Asian region as well. As figure 1.2 illustrates it is relatively young
population that spends time online; more than 50 percent of the people that spends

time online are under 35 years in Malaysia.

Figure 1.2: Online behaviors of internet users in Southeast Asia

Malaysia

Indonesia 19%

. 15-24 . 25-34 . 35-44 . 65-54

Source: Adopted from e-commerce.milo (2013).
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In a similar vein, Figure 1.3 below illustrates the average time spent on Interne. As
it is seen, Malaysians spends 16 hours online which is moderately high. From both
Figure 1.2 and Figure 1.3 it can be depicted that relatively young adults in Malaysia

spends much of their time online.
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Figure 1.3: Average time spent online (hours) as at March 2013

Average Time Spent Online (Hours)
March 2013

Malaysia

Source: Adopted from e-commerce.milo (2013).

The internet and online shopping is elevating in Malaysia as well. The Malaysian
online commerce market size is believed to increase significantly in the next few
years as depicted in figure 1.4. It is believed to increase to 4.76 billion in 2014 as
compared to 3.65 billion in 2013.
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