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ABSTRACT
To continuously satisfy the ever-changing needs and desires of consumers is a challenge
frequently faced by companies. In order to survive in the competition, companies must
improve and develop strategies that can increase customer satisfaction. The purpose of this
study is to analyze the influence of innovation, customer value and customer empowerment
on customer satisfaction. The population in this study is the outpatients of the Regional
General Hospital of Tabanan, with a total sample of 105 patients. The data were collected
using questionnaires. The analysis technique used is the Structural Equation Model (SEM)
with the SmartPLS 3.0 as the analysis tool. The analysis results showed that customer value,
customer empowerment and innovation have a positive and significant influence on customer
satisfaction. The results of this study are expected to provide insights for the management of
hospitals to create effective strategies to improve patient satisfaction.
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The needs and desires of consumers are continuously evolving and frequently changes
(Rogers, 2011). Mothe and Brion (2008) suggested that companies should try to satisfy the
diverse needs of consumers and improve their satisfaction. Customer satisfaction is
essentially the goal of a business. By improving customer‟s satisfaction, firms are more able
to maintain their relationships and develop customer loyalty which is beneficial for the
company (Basu Swastha, 2014). To survive in the competition, firms must improve and
develop strategies that can increase customer satisfaction.
Consumer satisfaction can be achieved through innovations that improve the product
or service provided by the firm (Bonner et al., 2002 and Tsinopoulos, 2012). Innovation must
be customer-oriented and able to satisfy customers (Nemati et al., 2010). The essence of
innovation from a marketing perspective is being able to offer customers with something
unique, fulfill their needs, and improve their satisfaction (Simon and Honore, 2012). Gil et al.
(2014) found that innovation and satisfaction are significantly related.
The success of service innovation in achieving consumer satisfaction depends on
consumer value (Sekhon et al., 2015). Lin et al. (2013) and Sekhon et al. (2015) stated that
innovation in several aspects has a positive influence on consumer value. Service innovation
can create or improve consumer value (Flint et al., 2014). Ryu et al. (2010) also stated that
service innovation and consumer value are closely related. Chiou (2004) revealed that
perceived customer value is an important driver of customer satisfaction. The perceived
quality of service and consumer value are two factors that determine satisfaction (McDougall
and Levesque, 2000). However, the research conducted by Mmahmoud et al. (2017) found
that innovation is not directly related to customer satisfaction, but the relationship is mediated
by customer value.
O'Cass and Ngo (2011) showed that one of the most effective way to improve
customer satisfaction is by empowering the consumers themselves. Hunter and Garnefeld
(2008) concluded that customer empowerment has a positive influence on customer
satisfaction. During the customer empowerment process, customers tend to feel appreciated
and have a sense of belonging (Grissemann and Stokburger, 2012; and Franke et al., 2010).
Customer empowerment can be a solution to overcome the challenges faced by marketers in
providing the right product and price, as well as improve customer satisfaction (Salerno,
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2013) Mahr et al. (2014) and Fuchs and Schreier (2011) stated that customer empowerment
contribute to innovation through the generation of new ideas or the selection of finished
products before it is marketed.
LITERATURE REVIEW AND RESEARCH HYPOTHESES
The influence of innovation on customer satisfaction. The essence of innovation from a
marketing perspective is to offer unique products to consumers, to fulfill their needs, and
improve their satisfaction (Simon and Honore, 2012). Consumer satisfaction can be achieved
by making innovations that lead to product or service improvements (Bonner et al., 2002 and
Tsinopoulos, 2012). Gil et al. (2014) revealed that innovation and customer satisfaction are
significantly related. Based on the discussed findings, the following hypothesis is formulated:
H1: Innovation has a positive and significant influence on customer satisfaction.
The influence of innovation on customer value.Service innovation can be considered as
a value creation activity (Slater and Narver, 2014). Service providers can improve consumer
value through innovation (Chapman et al., 2002 and Flint et al., 2014). Lin et al. (2013) and
Sekhon et al. (2015) stated that innovation in several aspects can positively influence
consumer value. Ryu et al. (2010) also stated that service innovation and consumer value
are closely related. Based on the discussed studies, the formulated hypothesis is as follows:
H2: Innovation has a positive and significant influence on customer value.
The influence of customer value on customer satisfaction. Customer value creation has
a positive and significant influence on customer satisfaction (Babin and Harris, 2014).
Patterson and Spreng (1997), Ryu et al. (2010) and Chiou (2004) found that perceived
consumer value is an important driver of customer satisfaction. McDougall and Levesque
(2000) stated that perceived consumer value is the most prominent factor which determine
customer satisfaction. Based on the results of previous studies, the following hypothesis is
developed.
H3: Customer value has a positive and significant influence on customer satisfaction.
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Figure 1 – Conceptual Framework

The influence of innovation on customer empowerment. According to Sarra and
Hamouda (2018), customer empowerment reflects the believe of managers that customers
can play a central role in innovation. Fuchs and Schreir (2011) also focused on customer
empowerment in the context of new product development. Martovoy and Mention (2016)
suggested that banks can benefit from the collaboration with their customers in all phases of
the innovation process. Based on the discussions above, the formulated hypothesis is as
follows:
H4: Innovation has a positive and significant influence on customer empowerment.
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The influence of customer empowerment on customer satisfaction. Ramani and Kumar
(2008) explained that customer empowerment leads to consumer satisfaction. O'Cass and
Ngo (2011) showed that one of the most important methods to improve customer satisfaction
is by empowering customers. Grissemann and Sauer (2012) and Franke et al. (2010) also
stated that the direct involvement of customers in the empowerment process is able to create
a sense of pride in the customer, which eventually stimulates their satisfaction towards the
result. Based on the discussed results, the formulated hypothesis is as follows:
H5: Customer empowerment has a positive and significant influence on customer
satisfaction.
Based on the literature review and the research hypothesis, the conceptual framework
of this study is presented in Figure 1.
METHODS OF RESEARCH
This research is a quantitative associative study that discusses the relationship of
customer value, customer empowerment, innovation, and customer satisfaction. The
research was conducted at the Regional General Hospital of Tabanan. The population in this
study is the outpatients of the Regional General Hospital of Tabanan with a total of 451,000
patients from 2017-2019. The sampling method used was the non-probability convenience
sampling technique with a total sample of 105 patients. The data were collected through
questionnaire which contained open-ended and closed-ended questions and used the 5point Likert scale.
The innovation construct in this study adapted and modified the indicators used in the
research conducted by Rogers (2011), patient satisfaction adapted and modified the
indicators used by Rahyuda and atmaja (2015), customer value adapted and modified the
indicators used in the research conducted by Sanchez (2006) and customer empowerment
adapted and modified the indicators used in the research conducted by Prentice et al.
(2016). The analysis technique used in this study is the Structural Equation Model (SEM) and
the analysis tool is the SmartPLS 3.0.
RESULTS AND DISCUSSION
The characteristics of the respondents were grouped into three criteria, based on their
gender, age and last education level. Most of the patients were at an age of 55 years old.
There were 48 men and 59 women among the respondents. In terms of their last education,
4 of the respondents graduated from elementary school, 18 graduated junior high school, 48
graduated high school, and 37 had an undergraduate degree.
The research instrument is deemed as valid if the value of the correlation coefficient is
equal to or greater than 0.30. Based on the results, all the variable instruments in this study
have a correlation coefficient greater than 0.30. This means that the instruments have
fulfilled the instrument validity requirements. The variable instrument is deemed as reliable if
the Cronbach's Alpha (α) value is above 0.70. 30 respondents were used to test the reliability
of the instrument. The result shows that all the variable instruments in this study have a
Cronbach's Alpha (α) value above 0.70. This means that all instruments in this study are
reliable.
The measurement model, examined based on the outer loading of the reflective
indicators, is considered valid if the outer loading value is above 0.70 and/ or the t-statistics
value is above 1.96. Since all the indicators have an outer loading value of greater than 0.70,
it proves that the model has fulfilled the convergent validity requirement. All the construct
variables have a relatively good discriminant validity because the average variance extracted
(AVE) values are greater than 0.50 and all the Cronbach‟s Alpha values exceed 0.60. The
composite reliability and cronbach's alpha value is considered as good if it has a value of >
0.60. All the constructs in this study have a composite reliability and Cronbach's alpha value
of greater than 0.6.
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The inner model is examined by assessing the relationship between constructs, the
significance value and the R-square of the research model. The R-square value in this study
is presented in Table 1.
Table 1 – The R-Square Value of the Dependent Variables
Variable
Customer empowerment
Customer satisfaction
Customer Value

R Square
0.504
0.818
0.643

R Square Adjusted
0.498
0.81
0.639

Source: Computed primary data, 2020.

From the output table, it can be seen that 50.4 percent of the variability in the customer
empowerment construct is influenced by the innovation variable, 81.8 percent of the
variability in the customer value construct is influenced by the innovation variable, and 64.3
percent of the variability in the customer satisfaction construct is influenced by innovation,
customer empowerment and customer value. The rest is influenced by other variables not
included in the research model.

Figure 2 – Structural Model

The model is deemed to have a relevant predictive value if the Q-square is greater than
0 (>0). The predictive relevance value is calculated using the following equation.
Q2 = 1 - (1-R12) (1-R22) = 0,91

The calculation result indicates that the Q2 value is 0.91, which is greater than 0. Thus,
the model is deemed to be good and has a predictive relevance value of 91 percent. This
value can be interpreted as 91 percent of the variation in the customer satisfaction variable is
explained by the variables examined in the study, while the remaining 9 percent is explained
by other variables not included in this model.
Hypothesis Test Results. The hypotheses are examined by assessing the path
coefficients, t-statistics, and the p-values. If the t-statistics is greater than the t-table (1.96),
and the p-value is below 0.05, the research hypothesis is accepted. The value of the path
coefficients indicates the magnitude of the influence of a variable on other variables.
The influence of service innovation on customer satisfaction. The research result
displayed in the table above shows that the influence of service innovation on customer
satisfaction has a path coefficient of 0.315 and a t-statistic value of 2.108. It can be
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concluded that service innovation has a significant and positive influence on customer
satisfaction. Therefore, H1 is accepted. This means that the better the innovation and the
more the people accept the service innovation implemented in RSUD Tabanan, the greater
the satisfaction of their patients, vice versa. This result is in line with the studies conducted
by Beckeman and Olsson (2011), Jensen et al., (2013), Ganesan et al. (2009), Lin et al.
(2013) and Sekhon et al. (2015) which stated that innovation has a positive impact on
customer satisfaction.
Table 2 – Path Coefficient

Service innovation  Customer
satisfaction
Service innovation  Customer
value
Service innovation  Customer
Empowerment
Customer Empowerment 
Customer satisfaction
Customer value  Customer
satisfaction

Original
Sample (O)

T
Statistics

Required T
Statistics

Direction of Path
Coefficient

Remarks

0.315

2.108

1.96

Positive

Significant

0.802

18.167

1.96

Positive

Significant

0.710

13.618

1.96

Positive

Significant

0.329

4.127

1.96

Positive

Significant

0.338

2.253

1.96

Positive

Significant

Source: Computed primary data, 2020.

The influence of service innovation on customer value. The research result displayed in
the path coefficient table shows that the influence of service innovation on customer value
has a path coefficient of 0.802 and a t-statistic value of 18,167. It can be concluded that
service innovation has a significant and positive influence on customer value. Thus, H2 is
accepted. This means that the better and the more the patients accept the service innovation
implemented in RSUD Tabanan, the greater the value felt by these patients, vice versa. This
result is consistent with the research conducted by Kandampully and Duddy (1999),
Chapman et al. (2002), De Jong et al. (2003) and Flint et al. (2014) which stated that
innovation has a positive impact on customer value.
The influence of customer value on customer satisfaction. The research result
displayed in the path coefficient table shows that the influence of customer value on
customer satisfaction has a path coefficient of 0.338 and a t-statistic value of 2.253. It can be
concluded that customer value has a significant and positive influence on customer
satisfaction. Thus, H3 is accepted. This means that the greater the value felt by the patients
of RSUD Tabanan, the greater their satisfaction would be, vice versa. This result agrees to
Spreng (1997), Ryu et al. (2010) and Chiou (2004) who revealed that perceived customer
value is an important factor that can influence customer satisfaction, or in other words,
customer value has a positive and significant influence on customer satisfaction.
The influence of service innovation on customer empowerment. The research result
displayed in the path coefficient table shows that the influence of service innovation on
customer empowerment has a path coefficient of 0.710 and a t-statistic value of 13.618. It
can be concluded that service innovation has a significant and positive influence on customer
empowerment. Thus, H4 is accepted. This means that the better the service innovation
implemented, the greater the degree of customer empowerment in RSUD Tabanan, vice
versa. This result is consistent with the research conducted by Fuchs and Schreier (2011)
which stated that service innovation has a significant and positive influence on customer
empowerment.
The influence of customer empowerment on customer satisfaction. The research result
displayed in the path coefficient table shows that the influence of customer empowerment on
customer satisfaction has a path coefficient of 0.329 and a t-statistics value of 4.127. It can
be concluded that customer empowerment has a significant and positive influence on
customer satisfaction. Thus, H5 is accepted. This means that with a greater involvement of
the patients in the customer empowerment process, the satisfaction of these patients will be
higher, vice versa. This result is in line with the study conducted by O'Cass and Ngo (2011),
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Grissemann and Stokburger-Sauer (2012) and Franke et al. (2010) which revealed that
customer empowerment has a significant and positive influence on customer satisfaction.
CONCLUSION AND RECOMMENDATIONS
The research results indicate that customer value, customer empowerment and
innovation have a positive and significant influence on customer satisfaction. The results also
show that customer value and customer empowerment is able to mediate the influence of
innovation on customer satisfaction. Among the questionnaire statements related to service
innovation, the lowest average value was obtained by the statement about the products
being offered. Therefore, it is recommended for the hospital to test and evaluate their
products and services first before these products and services are offered to customers. For
the customer value variable, the statement with the the lowest average value is related to the
characteristics of the services offered. Therefore, the hospital is suggested to describe more
about the services available in the hospital. For the customer empowerment variable, the
statement with the lowest average value is related to the accuracy of information obtained by
patients and the speed to obtain this information. Thus, the hospital is suggested to prepare
and provide information complying to the available standards so that the information can be
easily obtained by patients. For the customer satisfaction variable, the statement with the
lowest average score is related to quality. Thus, RSUD Tabanan is suggested to improve
their quality of service in order to improve the satisfaction of their patients.
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