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Abstract:To achieve this goal, one solution that is being pushed by the government is to spur domestic industries to continue to innovate in the face of
the industrial revolution 4.0 era. Innovations and changes to business models are demanded to be more efficient and effective, progress of Information
Communication Technology (ICT) also penetrated the Indonesian telecommunications industry. The samples obtained in this study were 398
respondents. Analisys Data with SEM. The conclusion of the findings in this study is that innovation service is important in building corporate reputation
offered to customers, but when we will satisfy customers, the most important thing is corporate reputation. Service innovation has a positive and
significant effect on customer satisfaction. Service innovation has a positive and significant effect on corporate reputation. Corporate reputation has a
positive and significant effect on customer satisfaction customers. Research shows that customers corporate reputation mediates the relationship
between service innovation and customer satisfaction. Innovation service must be able to corporate reputation for customers to improve customer
satisfaction. Based on the findings in this study it can be concluded that innovation service is important in building corporate offered to customers, but
when we will satisfy customers, the most important thing is corporate reputation.
Keywords : Service Innovation; Customer Satisfaction; Corporate Reputation; Internet Provider
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1. Introduction
Facing the Industrial Revolution era 4.0 The Indonesian
government seeks to encourage various sectors to improve
Indonesia's competitiveness position in the world, among
others, which are recorded in the Global Competitiveness
Report. To achieve this goal, one solution that is being
pushed by the government is to spur domestic industries to
continue to innovate in the face of the industrial revolution
4.0 era. Innovations and changes to business models are
demanded to be more efficient and effective, such
innovations include the application of Information
Communication Technology (ICT). The progress of
Information Communication Technology (ICT) also
penetrated the Indonesian telecommunications industry.
Seeing the fact that Indonesia is the sixth largest internet
user in the world, it looks lame compared to the speed of
the internet in Indonesia, which is ranked 106th in the
world. Penetration of internet users in Indonesia is 54.7
percent, equivalent to 143.26 million people out of a total
population of 262 million. According to the customer
satisfaction survey by Telkom Indihome (2018) it was found
that 86.7% of customers felt satisfaction, this result led to
reviewing factors or things that caused satisfaction.
Customer satisfaction has attracted the interest of
academic researchers and practitioners to study. Kotler
(2012) argues that customer satisfaction is a feeling of
pleasure or disappointment that someone appears after
comparing the performance of the results of products or
services received with the expected results of performance
of consumers.
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Asimova's research (2013), describes the results of
research that corporate reputation acts as a critical
predictor of customer satisfaction, three components of
consumer value (functional, emotional, symbolic) are found
to be critical and consistent predictors of customer
satisfaction. Helm research (2009) about corporate
reputation has an effect on customer satisfaction, by
conducting two experiments, showing a significant effect of
customer satisfaction on corporate reputation as perceived
by consumers. However, there is no significant impact of
corporate reputation on customer satisfaction. In another
study, it was found that customer satisfaction is influenced
by corporate reputation and service innovation in
telecommunications companies in India (Ganesan, 2016).
Viewed from the aspect ofthe quality of the internet in
Indonesia is actually still minimal, this is indicated by the
order of the speed of Indonesia's internet compared to
neighboring countries such as Singapore, Korea, Malaysia.
Indonesia ranks 106th in the entire world with an average
speed of 9.73 Mbps. Therefore internet providers in
Indonesia must improve the quality of speed so that they
are not left behind from other countries. From the
customer's perspective, customer value is what consumers
get to what is sacrificed (Zeithaml, 1988). PT Telkom with
its superior products Indihome has innovation services by
combining innovation models in the form of internet
connections, cable TV, and telephone networks. Innovation
service according to Menor (2002) states the company's
contribution to additional services or changes in service
ideas for customers requesting new service offerings. The
innovation provided can be in the form of product or
process innovation. In global competition consumers seek
value in purchasing, innovation has become important in
theory and practice. Many things that occur in the
phenomenon of the telecommunications business,
especially the internet, include new providers, data tariff
wars between providers, the challenges of digital
transformation in the telecommunications industry, the
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development of e-commerce, start up and financial
technology (fintech). The importance of paying attention to
the factors that build customer satisfaction in a company
business, through service innovation and corporate
reputation. So far, research on customer satisfaction is still
limited, this study aims to fill the existing research gaps,
namely discussing customer satisfaction. In this study
covers the factors that influence customer satisfaction
through service innovation, corporate reputation and .

2. Conceptual Framework
2.1. Customer Satisfaction
Every businessman is responsible for customer or customer
satisfaction. Every company must strive to satisfy customer
needs. If customers are satisfied, something better will
happen for the company's business in the future.
Customers will be loyal, income will increase, business
continuity is guaranteed, and the company will be superior
in the midst of competition, when measuring satisfaction,
customers will definitely compare between what they
receive and their expectations when using business
products or services. Of course it is not easy to satisfy
every customer, because the subjectivity of each person's
assessment is different. Customers will be satisfied if the
product they use is of high quality. Customers must
demand to provide quality products in accordance with the
sacrifices they make to obtain products. For this reason,
companies must continually improve the quality of their
products or services. There are also customers who feel
emotionally satisfied after using a product or service.
Customers feel that other people will feel amazed at him.
This satisfaction is related to social values that make
customers proud and satisfied with a particular brand.
According to Kotler et al. (2004) customer satisfaction is
feeling happy or disappointed someone who appears after
comparing perceptions or impressions of performance is
below expectations, customers are not satisfied. But, if
performance exceeds expectations, customers are very
satisfied and happy. If the performance is felt below
expectations, the customer will feel disappointed, if the
performance meets customer expectations, the customer
will feel satisfied, whereas if the performance exceeds
expectations, the customer will feel very satisfied. 2.2
Service Innovation Schumpeter (1934) defines "innovation"
as a new combination of production factors made by
entrepreneurs and innovation thinking is an important
driving force in economic growth. Schumpeter's innovation
concept involves product innovation, process innovation,
market innovation. According to Gronross (1990) service
innovation as a new service product, a new procedure for
producing or delivering services. Osrom et al. (2010)
explain that service innovation creates value for customers,
employees, business owners, alliance partners, and
communities through new and or improved offers, service
processes, and service business models. As a result,
adding services to innovation must be an alternative for the
company. Various efforts have been made to determine
service innovation. There are four dimensions of innovation
service according to Hertog (2000), namely Service
concept, Client interface, Service delivery system, and
Technology. Ojasalo (2009) defines service innovation as
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the ability to anticipate changes in customer behavior,
needs, and expectations, and consequently, competence to
better design services and create new service concepts.
Service innovation capability describes an organization's
ability to provide value to customers. This service is carried
out repeatedly and continues to develop new services to
improve existing ones. The capability of Service Innovation
is described as a multi-dimensional phenomenon consisting
of four interrelated things, namely the dimensions of
strategy, knowledge management, networks, and customer
involvement.
2.3 Corporate Reputation
Corporate reputation or company reputation is a valuable
asset for the company. Because besides being able to
influence the trust of stakeholders, the public, consumers,
and customers, reputation can be used as an investment
for companies to deal with unexpected crises. The
company's reputation is often described as an image, an
image. Basically the company's reputation is a pride,
because it is an award obtained by the company because
of the advantages possessed by the company. In addition,
a good reputation can affect customer satisfaction with the
company and give pride to customers. According to
Fombrun (1996), corporate reputation is a manifestation of
someone's experience with the product, or the service they
get. A good reputation will increase credibility, make
consumers more confident that consumers will get what
they have promised. Reputation is a guarantee that what
consumers get will be in accordance with their
expectations. A good reputation will increase profits
because it attracts consumers' attention to products
produced by companies, investors to securities and
employees to job vacancies for these companies. The
company's reputation affects consumers in choosing
products and services that consumers will buy. The public
certainly prefers to do business with someone who has a
good reputation in the eyes of customers. According to
Chun (2005), another way to measure the company's
reputation is quite well known is the method of America's
Most Admired Company (AMAC) conducted by Fortune
magazine since 1983. Periodically it has measured the
company's reputation through the evaluation of eight
variables: Innovation, Quality management, The company's
long-term investment value, the company's responsibility to
the community and the environment, the company's ability
to manage employees well, the quality of products or
services, the financial health of the company, the utilization
of company assets.
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Table 1. Literatur Overview
Name
1. Pool (2016)
2. Mahmoud (2017)

3. Ganesan (2016)

Variable
Innovation, customer
satisfaction, perceive value
service innovation, customer
value craetion (CVC) dan
customer satisfaction (CS)
service innovation, corporate
reputation, customer
satisfaction, relationship
customer

4. Weng (2015)

service innovation, corporate
reputation, customer satisfaction

5. Bellingkrodt (2016)

service innovation, customer
satisfaction,

6. Ta (2018)

7. Su (2016)

8. YuSheng (2018)
9. Diaw (2018)

10. Tsai (2012)

Interactive service; supportive
service; service innovation;
customer satisfaction;
behavioural intention.
Corporate reputation
Satisfaction Identiﬁcation
Commitment Intentions
Service innovation, Customer
satisfaction, Service delivery,
Customer loyalty
Innovation; Customer
Satisfaction; Customer retention
Service Innovation, Customer
Value, Customer Satisfaction

Result
1. corporate reputation can increase customer satisfaction
2. perceived value can increase customer satisfaction.
1. Service innovation can increase 2. can improve customer satisfaction
3. service innovation can improve customer satisfaction
1. corporate reputation can increase customer satisfaction
2. service innovation can increase customer satisfaction
3. innovation and reputation can improve financial performance
1. Service innovation can improve customer satisfaction
2. Customer value can improve customer satisfaction
3. Service innovation has a significant intervening (or moderate) influence
on the relationship between customer value and customer satisfaction
1. customer concentration can increase innovativeness
2. customer interaction can increase innovativeness
3. customer interaction can improve customer satisfaction
4. Innovativeness can improve customer satisfaction
1. Interactive service can improve customer satisfaction
2. Supportive service can improve customer satisfaction
3. customer satisfaction can increase behavioral intention.
1. The reputation of the company has a positive influence on customer
satisfaction and commitment
2. The reputation of the company contributes to building relationships
1. Service innovation has a direct effect on customer satisfaction
2. Service innovation has a direct effect on service delivery
3. service delivery has a direct effect on customer satisfaction
There is a positive and significant relationship between innovation and
customer satisfaction and retention
1. Service Innovation has a positive influence on Customer Satisfaction
2. Customer Value has a positive influence on Customer Satisfaction
3. Service Innovation and Customer Value simultaneously influence
Customer Satisfaction.

3.Methodology
Innovation service according to Betz (1987) is the
introduction of new products, methods, technological
innovations, while Voss (1992) states further that service
innovation can generate many benefits for the company
and can be measured in terms of quality, finance and
competitiveness. Menor et al. (2002) stated that innovation
is a company's contribution from additional services or
changes in service ideas for customers who demand new
service offerings. Service innovation has been measured by
product and process innovation, then other typologies such
as market innovation, input innovation, organizational
innovation and strategic innovation, are studied in different
service industries. Corporate reputation according to
Fombrun et al. (2007) are defined as a collective
assessment of a company's ability to provide valuable
results to a group of representative stakeholders. The
concept of corporate reputation has been a concern of
researchers since the 1950s. There is a consensus among
practitioners and academics that the way in which the
public feels corporate reputation influences the success of
the company. Because of its multidisciplinary wealth, the
concept of corporate reputation has been defined in various
disciplines depending on policy makers about future
possibilities (Daval et al., 2003) and market strategy
behavior (Fombrun et al., 1997). The existing literature
varies in explaining the relationship between service
innovation and corporate reputation. Some authors state
that innovation in a company drives its reputation in the
industry (Helm, 2011). Luomaaho (2007) states 'Actual
reputation describes the ability of service innovation to meet

stakeholder expectations'. Fombrun et al. (2000) identified
innovation as the first factor of reputation. The results of
Fornell et al. (1996) explain that satisfied customers or
consumers will return and buy more, and customers tell
others about their experiences. While the key to remaining
competitive in the market is the company's ability to provide
products that are suitable to meet consumer needs. In
conjunction, researchers have suggestions that the key to
staying competitive through meeting customer needs is
service innovation (Darroch, 2002). In this case the
company seeks to produce superior value at all times must
adopt the practice and culture of innovation. The results of
the Mahmoud 2017 study found that innovation service has
a positive and significant effect on customer satisfaction.
Therefore, the empirical results can be interpreted that the
more telecommunications operators in Ghana involved in
the practice of strong service innovation meet customer
needs, the higher the customer satisfaction level of service
offerings. Betz (1987) The concept of innovation service is
different from product innovation and from technological
innovation. Because service innovation functions to
introduce technology-based services to the market. Voss
(1992) states further that service innovation can generate
many benefits for the company and can be measured in
terms of quality, finance and competitiveness. According to
the previous literature, a number of researchers adopted
"new innovations", service innovation refers to the success
of developing new services or new products, including
innovative activities on a scale that is carried out to modify
and improve products, services, and transmissions. system
(Kotler, 2002). Based on the main characteristics of
146

IJSTR©2019
www.ijstr.org

INTERNATIONAL JOURNAL OF SCIENTIFIC & TECHNOLOGY RESEARCH VOLUME 8, ISSUE 10, OCTOBER 2019

services, innovation services are defined in a more
concrete way: Innovation services are a new service
concept that calls for businesses to make improvements in
terms of interactions with customers, service transmission
systems, or technology. The big idea of innovation services
plays a major role in coordination and management
integration to update or develop service functions in the
market, to change the supply of products and services, and
pursue organizational capabilities related to technology
development, members of organizations or service
organizations (Van Ark et al. 2003). Zeithaml (1988) defines
customer value as a customer's overall assessment of the
effectiveness of a product or service as a result of a
comparison between perceived benefits and costs.
Woodruff (1993) defines customer value as a customer
perceived preference for a product after evaluating its
attributes.
According to Spence (1974) corporate
reputation is the result of a competitive process where
companies signal characteristics as their key to customers
to maximize their social status. Weigelt and Camerer give a
definition that corporate reputation is a set of economic and
non-economic attributes given to the company, which is
inferred from the company's past actions. The reputation of
a company is formed by the public based on direct and
indirect experience and information received (Fombrun and
Shanley, 1990; Sullivan, 1990; Yoon et al., 1993). Certain
product categories, including service offerings, cannot be
assessed before they are consumed so they are classified
as "experience" as "search" products (Nelson, 1974). In
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fact, experience itself is a source of information. Reputation
can be formed even when the experience by the public is
indirect as long as it is forwarded either directly by word of
mouth, or indirectly through other media or public.
Restaurants rely heavily on their trade for their reputation
as transmitted by word of mouth. Companies have varying
degrees of control over the signal information they transmit.
Nguyen (2001) observed that customer satisfaction can be
predicted better by corporate reputation through the service
production process, whereas according to Walsh et al.
(2009) estimate that a good reputation of a company is
determined by satisfaction of services provided by the
company, based on contrasting differences between the
two related to causality between corporate reputation and
customer satisfaction, so this study tries to test corporate
reputation as a mediator between service innovation and
customer satisfaction . Thus this research develops
Mahmoud's 2017 research on service innovation, and
customer satisfaction. Ganesan 2016, regarding service
innovation and corporate reputation that have an impact on
customer satisfaction. The conceptual framework
underlying this research is service innovation, corporate
reputation,
and customer satisfaction. H1. Service
Innovative has a positive effect on customer satisfaction
Provider Indihome. H2. Service innovation has a positive
effect on Provider Indihome's corporate reputation. H3.
Service Innovation has a positive effect on Customer
Satisfaction Provider Indihome through corporate
reputation.

Corporate
Reputation
H2

Service
Innovation

H3

Customer
Satisfaction

H1
Conceptual Framework

Data collection techniques and Data Analysis Techniques
The technique of collecting data by interviewing
questionnaires, with the criteria approved by the Indihome
provider at least 2 (two) years, and located in the Central
Java region. The items used in sampling are based on
considerations about service innovation, company
reputation, and customer satisfaction. In this study used 2
(two) analysis techniques, namely descriptive analysis and
Structural Equation Model (SEM).

compared with the Cut-off value value of each goodness of
fit index criteria presented in the following
table 2: Table 2. Goodness of Fit Index
Goodness of Fit
Index
2

X Chi-Square
Significancy
probability
CMIN/DF
RMSEA
TLI
CFI
GFI
AGFI

4. Result
Testing the SEM assumptions obtained results that there
are no problems of normality, outliers and multiculinerity, it
can be concluded that they fulfill the requirements to be
tested on the structural equation model of this study with
tools using AMOS (Analysis Moment of Structure).
Evaluation of Model Feasibility / Goodness of fit Indeces
The results of the overall model analysis in this study are

Cut-off Value

Result

Fit

X2 dengan df; 49;
p:5%=66.339

63.650

Good

≥ 0,05

0.078

Good

≤ 2,00
≤ 0,08
≥ 0,90
≥ 0,90
≥ 0,90
≥ 0,90

1.299
0.029
0.942
0.957
0.971
0.954

Good
Good
Good
Good
Good
Good

Results of Standardized Regression Weights
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Table 3. Standardized Regression Result
Standardized Regression Result
Corporate Reputation <--Service Innovation
Customer Satisfaction <--Service Innovation
Customer Satisfaction <--Corporate Reputation

ISSN 2277-8616

obtained from Corporate Reputation. The results of the data
show 0.251. It can be concluded that Corporate Reputation
affect Customer Satisfaction. 2) Service Innovation,
Corporate Reputation to Customer Satisfaction The path
coefficient of influence on Customer Satisfaction is obtained
from Service Innovation, Corporate Reputation. The results
of the data show 0.373, 0.197, 0.251. It can be concluded
that Service Innovation and affect Customer Satisfaction.

Estimate
.373
.197
.251

Based on table 3, the following equation can be arranged:
1) Corporate Reputation and to Customer Satisfaction The
path coefficient of influence on Customer Satisfaction is

Table 4. Hypothesis 1
Variable
Service Innovation



Customer Satisfaction

table 4 shows that the Service Innovation variable has a CR
greater than 2 and a p-value ≤ 0.05 that is 0.032. The value
of standized regression weight is 0.197. Based on the value

Standardized Regression
Weight
0.197

C.R.

P

2.143

.032

data above, it can be concluded that the First Hypothesis is
accepted, meaning that Service Innovation has a significant
effect on Customer satisfaction

table 5. Hypothesis 2
Variable
Service Innovation



Standardized Regression
Weight

C.R.

P

0.373

4.508

.000

Corporate Reputation

table 5 shows that the Service Innovation variable on
Corporate Reputation has a CR greater than 2 and a pvalue value of ≤ 0.05 which is 0,000. The standized
regression weight value is 0.373. Based on the value data

above, it is concluded that the second hypothesis is
accepted, meaning that Service Innovation has a significant
effect on Corporate Reputation.

table 6. Hypothesis 3
Variable
Service innovation on customer satisfaction
throught corporate reputation

Based on table 6 data analysis, the direct effect of Service
innovation on customer satisfaction is 0.197 and the indirect
effect of Service innovation on customer satisfaction is
0.0937 with the effect of total Service innovation on
customer satisfaction through corporate reputation of 0.290,
the significance level of the path shows all values of p <0.05
means all significant. The results of the analysis show that
the total influence is greater than the direct effect, thus it is
concluded that innovation service has a positive effect on
customer satisfaction Provider Indihome through corporate
reputation. The direct effect of Service innovation on
customer satisfaction is 0.197 and the indirect influence of
Service innovation on customer satisfaction is 0.0378 with
the effect of total Service innovation on customer
satisfaction through of 0.234, the significance level of the
path shows all p values <0.05 which are significant. The
results of the analysis show that the total effect is greater
than the direct effect, thus it is concluded that the
hypothesis is accepted, meaning that innovation service
has a positive effect on customer satisfaction of Provider
Indihome customers through corporate reputation. That
corporate reputation variable is the determining variable to
customer satisfaction.

5. Discussion
The discussion was directed in an effort to answer the main
problem of research, namely the influence of service
innovation on customer satisfaction through corporate
reputation and Indihome customers in Central Java. The
discussion of research results is described as follows: 1.

Direct

Indirect

Total

0.197

0.0937

0.290

Service innovation affects Indihome's customer satisfaction
Provider in Central Java. The role of innovation service
reflected by business models, service products, process
innovation is perceived to satisfy customers. Business
model is the most dominant factor in giving influence to
service innovation. The business model consists of
Indihome services that feel different than the previous
service and Indihome has a complete service package.
Therefore, it is expected that Indihome Providers will
continue to improve service quality in the form of a more
diverse and varied business model, which can increase
customer satisfaction, while service product indicators are
measured by Indihome offering fast and easy call center
support that plays a dominant role in Process innovation
built with the dominant statement Indihome shows an
increase in service quality. Empirical data supports the
results of previous studies that prove that; service
innovation is influenced by customer satisfaction. Gronroos
(1990) defines service innovation as a new service product,
a new procedure for producing or providing services.
Anderson et al (1994) and Agarwal et al (2003) also state
that service innovation on customer satisfaction has a
significant effect. Other data shows similar things,
according to Mercado (2013) focus on the service
innovation process and stipulates that higher innovation
efforts lead to customer satisfaction. The results of
Mahmoud (2017), Bellingkrodt (2016), Ganesan (2016),
Tsai (2012) research, found that innovation service has a
positive and significant effect on customer satisfaction. 2.
Effect of Service innovation on Indihome Provider corporate
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reputation customers in Central Java. The role of innovation
service is reflected by the factors of business models,
service products, process innovation perceived to increase
corporate reputation, the business model factor is the most
dominant among the other two factors, the business model
is built with indicators namely Indihome has a complete
service package. While the product service is measured by
the presence of the Indihome indicator offering fast and
easy call center support which has the most dominant role,
on the dimensions of the Process / system innovation built
with the most dominant dominant indicator, Indihome,
showing improved service quality. The results of this study
indicate that innovation service has a positive and
significant effect on corporate reputation. Empirical data is
supported by previous research which states that Fombrun
et al. (2000) identify innovation as the first factor of
reputation. Similarly, Blazevic and Lievens (2002), and
Chun (2006) state that service innovation in a company
leads to corporate reputation. 3. The influence of innovation
service on customer satisfaction of Indihome Provider
customers in Central Java through corporate reputation.
The hypothesis model in this study explains that Service
innovation and corporate reputation have an effect on
customer satisfaction of Provider Indihome customers in
Central Java. Besides having a direct effect on customer
satisfaction, it turns out that service innovation has an
indirect effect on customer satisfaction through corporate
reputation. Therefore, corporate reputation in this study is
an intervening variable (intermediary) between innovation
service to customer satisfaction. This means that the
corporate reputation variable is able to become an
intermediary for service innovation variables on customer
satisfaction internet provider Indihome in Central Java. The
results of this study support and strengthen previous
research conducted by Caruana, 1997; Fryxell and Wang,
1994; Fombrun, 2007; Cravens et al., 2003). The results
obtained indicate that service innovation is the main
determinant of the company's reputation. The results of
another study according to Su (2016) stated that the
reputation of a company has a positive influence on
satisfaction. Other evidence from the research according to
Madariaga (2018) states that corporate reputation has an
effect on customer satisfaction. The hypothesis model in
this study explains that Service innovation and have an
effect on Customer Satisfaction Provider Indihome in
Central Java. In addition to directly affecting customer
satisfaction, it turns out that service innovation has an
indirect effect on customer satisfaction through . Therefore,
in this study is an intervening variable between innovation
service to customer satisfaction. This means that the
variable is able to mediate service innovation variables on
customer satisfaction customers of the internet provider
Indihome in Central Java. With the existence of , it can
explain that the influence of service innovation on customer
satisfaction is getting bigger. Based on the findings in this
study it can be concluded that innovation service is
important in building corporate reputation and offered to
customers, but when we will satisfy customers, the most
important thing is corporate reputation.
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6. Managerial Implication
The results of the study prove that service innovation with
Indihome services feels different than other services that
influence corporate reputation, customer satisfaction.
Therefore, to maintain this need to be carried out activities
such as: 1) Indihome must be able to show improved
quality of service compared to previous services, 2)
Indihome must be able to become the main superior
product in the internet provider market, 3) Indihome must
be able to increase good interactions with customers or
users.
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