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ABSTRACT

This research aims to explore the role of service innovation in enhancing customer satisfaction in the
public sector organization in Indonesia. The research is conducted to address the lack of studies on the
implementation of service innovation in the public sector organization in Indonesia, despite its
importance in enhancing customer satisfaction. The study adopts a qualitative research approach, which
involves collecting data from multiple sources, including interviews with service providers and
customers, observations, and document analysis. The data collected were analyzed using content analysis
to identify the themes and patterns. The findings of the study suggest that service innovation plays a
crucial role in enhancing customer satisfaction in the public sector organization in Indonesia. Service
innovation can improve the quality of service delivery, increase the efficiency of operations, and provide
better customer experience. The study also identifies several factors that facilitate and hinder the
implementation of service innovation, such as organizational culture, leadership support, and budget
constraints.
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INTRODUCTION

In recent years, the Indonesian government has put a greater emphasis on the importance
of enhancing customer satisfaction in the public sector. However, despite the efforts made by
the government, customer satisfaction in the public sector remains low, indicating a need for
more innovative approaches to improve the quality of public services (Johnson, 2020;
Rengifurwarin et al., 2018, 2018).

Service innovation has been identified as a key strategy to enhance customer satisfaction
in the public sector organization. According to VVargo and Lusch (2016), service innovation is a
process that involves the creation and implementation of new or improved services that meet the
changing needs of customers.

The importance of service innovation in the public sector organization cannot be
overstated. As the needs and preferences of customers evolve, public sector organizations need
to adapt their services to meet these changing demands. This is where service innovation comes
in - by creating and implementing new or improved services, public sector organizations can
ensure that they are meeting the needs of their customers.

Berné-Martinez et al.(2021) highlight that service innovation is not just about creating
new services, but also improving existing ones. This means that public sector organizations
should continuously assess their services to identify areas for improvement. For example, they
could introduce new technologies to improve the efficiency of their services or make changes to
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their processes to reduce waiting times. By doing so, they can enhance the quality of their
services and increase customer satisfaction.

In addition, service innovation can also provide public sector organizations with a
competitive advantage. By offering innovative services, public sector organizations can
differentiate themselves from their competitors and attract more customers. This is particularly
important in industries where there is significant competition, such as healthcare and education.
By continuously innovating their services, public sector organizations can remain relevant and
ensure that they are meeting the needs of their customers in a dynamic environment.

Although previous research has highlighted the importance of service innovation in the
private sector, there is a lack of studies on the implementation of service innovation in the
public sector organization, especially in Indonesia. Therefore, this study aims to explore the role
of service innovation in enhancing customer satisfaction in the public sector organization in
Indonesia.

The state of the art in service innovation research indicates that service innovation is
critical to enhancing customer satisfaction in the public sector (Admin, 2022). However, the
implementation of service innovation in the public sector is complex and faces various
challenges, such as a lack of resources, bureaucratic culture, and resistance to change (D.
Osborne & Gaebler, 1992).

The research aims to identify the factors that facilitate or hinder the implementation of
service innovation in the public sector organization in Indonesia and to provide insights for
public sector organizations to implement service innovation effectively.

METHOD

This study adopts a qualitative research approach to explore the role of service innovation
in enhancing customer satisfaction in the public sector organization in Indonesia. Qualitative
research is chosen as it allows for in-depth exploration and understanding of complex
phenomena (Fetters et al., 2013).

The informants of this study are customers and service providers of public sector
organizations in Indonesia. Purposive sampling is used to select informants who have
experience with the implementation of service innovation in the public sector. This ensures that
the data collected is relevant to the research question and provides valuable insights (Creswell &
Clark, 2017).

Data is collected through semi-structured interviews, observation, and document analysis.
Semi-structured interviews are conducted with customers and service providers to gather their
perceptions and experiences of service innovation in the public sector organization. Observation
is used to observe the implementation of service innovation in public sector organizations, and
document analysis is used to analyze policy documents related to service innovation in the
public sector.

The data collected from the interviews, observation, and document analysis are analyzed
using content analysis. This involves identifying themes and patterns in the data and organizing
them into categories (Mishra & Alok, 2022). The categories are then used to develop an
understanding of the role of service innovation in enhancing customer satisfaction in the public
sector organization in Indonesia..
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RESULT AND DISCUSSION

Result

The findings of this study indicate that service innovation plays a crucial role in
enhancing customer satisfaction in the public sector organization in Indonesia. Service
innovation is identified as a key strategy for public sector organizations to meet the changing
needs of their customers and improve the quality of their services.

The implementation of service innovation in the public sector organization in Indonesia
has resulted in several positive outcomes. These include improved service delivery, increased
efficiency of operations, and better customer experience. For example, the implementation of
digital platforms in public sector organizations has improved access to services and reduced
waiting times for customers. Additionally, the implementation of new technologies has enabled
public sector organizations to improve the quality of their services and enhance the customer
experience.

However, the implementation of service innovation in the public sector organization in
Indonesia also faces several challenges. These include a lack of resources, bureaucratic culture,
and resistance to change. Public sector organizations need to address these challenges to
implement service innovation effectively and enhance customer satisfaction.

This study also identified several factors that facilitate or hinder the implementation of
service innovation in the public sector organization in Indonesia. These factors include
organizational culture, leadership support, and budget constraints. Organizational culture plays a
critical role in the implementation of service innovation as it influences the willingness of
employees to adopt new ideas and practices. Leadership support is also essential in driving the
implementation of service innovation and creating a culture of innovation in public sector
organizations. Lastly, budget constraints were found to hinder the implementation of service
innovation, indicating a need for public sector organizations to allocate sufficient resources to
support innovation initiatives.

Overall, the findings of this study provide valuable insights for public sector
organizations in Indonesia to enhance customer satisfaction by implementing service
innovation. Public sector organizations need to address the challenges and leverage the
facilitators identified in this study to successfully implement service innovation initiatives. By
doing so, they can improve the quality of their services and meet the changing needs of their
customers, ultimately leading to enhanced customer satisfaction.

Finally, this study contributes to the literature on service innovation in the public sector
by providing insights into the implementation of service innovation in Indonesia. The findings
of this study can be used as a basis for further research on the topic and can inform the
development of policy and practice in the public sector.

It is important to note that this study has some limitations. The sample size may not be
representative of the entire population, and the findings may not be generalizable to other
contexts. Moreover, this study did not explore the impact of service innovation on other
stakeholders, such as employees and shareholders, which may be important to consider in future
research.
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In conclusion, this study has demonstrated the importance of service innovation in
enhancing customer satisfaction in the public sector organization in Indonesia. The findings
highlight the need for public sector organizations to continuously assess their services and
implement service innovation to meet the changing needs of their customers. By doing so,
public sector organizations can improve the quality of their services and provide better customer
experience, ultimately leading to enhanced customer satisfaction.

Discussion

The findings of this study suggest that service innovation plays a crucial role in
enhancing customer satisfaction in the public sector organization in Indonesia. This is consistent
with previous research that has highlighted the importance of service innovation in enhancing
customer satisfaction in both the public and private sectors (Alami et al., 2022; Markovits et al.,
2007; van Dijck, 2020).

The positive outcomes of service innovation identified in this study, such as improved
service delivery, increased efficiency of operations, and better customer experience, are also
consistent with previous research (Lemon & Verhoef, 2016; Puccinelli et al., 2009). This
suggests that service innovation can have a significant impact on the quality of services
provided by public sector organizations, leading to enhanced customer satisfaction.

However, this study also identified several challenges to the implementation of service
innovation in the public sector organization in Indonesia, such as a lack of resources,
bureaucratic culture, and resistance to change. These challenges are consistent with previous
research that has highlighted the complexities of implementing service innovation in the public
sector (Ashaye & Irani, 2019; Fest et al., 2022).

The factors that facilitate or hinder the implementation of service innovation identified in
this study, such as organizational culture, leadership support, and budget constraints, are also
consistent with previous research (C. Osborne et al., 2021). This highlights the importance of
addressing these factors to successfully implement service innovation initiatives in the public
sector organization.

In conclusion, this study provides valuable insights into the role of service innovation in
enhancing customer satisfaction in the public sector organization in Indonesia. The findings
suggest that service innovation can have a significant impact on the quality of services provided
by public sector organizations, leading to enhanced customer satisfaction. However, public
sector organizations need to address the challenges and leverage the facilitators identified in this
study to successfully implement service innovation initiatives.

CONCLUSION

this study has provided insights into the role of service innovation in enhancing customer
satisfaction in the public sector organization in Indonesia. The findings indicate that service
innovation is a key strategy for public sector organizations to meet the changing needs of their
customers and improve the quality of their services. Service innovation can lead to positive
outcomes such as improved service delivery, increased efficiency of operations, and better
customer experience. However, the implementation of service innovation in the public sector
organization in Indonesia faces several challenges, such as a lack of resources, bureaucratic
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culture, and resistance to change. Public sector organizations need to address these challenges to
implement service innovation effectively and enhance customer satisfaction.

The factors that facilitate or hinder the implementation of service innovation identified in
this study, such as organizational culture, leadership support, and budget constraints, provide
insights for public sector organizations to successfully implement service innovation initiatives.
Organizational culture, leadership support, and sufficient resources are important in driving the
implementation of service innovation and creating a culture of innovation in public sector
organizations. Overall, this study has demonstrated the importance of service innovation in
enhancing customer satisfaction in the public sector organization in Indonesia. The findings
highlight the need for public sector organizations to continuously assess their services and
implement service innovation to meet the changing needs of their customers. By doing so,
public sector organizations can improve the quality of their services and provide better customer
experience, ultimately leading to enhanced customer satisfaction.
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