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Abstract- Indonesia's fast-growing digital payment industry is encouraging the emergence of
new players. In a highly competitive industry and accompanied by COVID-19, e-wallet service
providers compete to attract consumers and seller partners to use their services. This study aims
to examine the effect of service innovation (Sl), service delivery (SD), and customer
satisfaction (CS) on customer loyalty (CL) of ShopeePay e-wallet users in Indonesia, especially
during the COVID-19 outbreak. This study uses a quantitative method with non-probability
sampling, namely judgment sampling, in which respondents are users of ShopeePay e-wallet
service in Indonesia. Samples analyzed was 303 respondents with questionnaire data collection
technique. The results shows that SI and SD mediated by CS, and CS itself has a positive and
significant effect on CL of ShopeePay users in Indonesia. These findings indicate that
ShopeePay Indonesia needs to develop Sl and SD that meets customer needs and expectations
to achieve CL.

Keywords: Delivery; Indonesian e-wallet; Innovation; Loyalty; Satisfaction

1. INTRODUCTION

1.1 Research Background

In an increasingly competitive industrial condition supported by technological advances,
companies need to take advantage of technology in the form of digital innovation in company
products in order to encourage competitiveness (Isna, 2019), where businesses must be
prepared for a new normal or less contact economy situation (Harususilo, 2020), that during
the COVID-19 outbreak, consumers avoid physical contact to prevent the spread of the virus
so that more transactions are carried out digitally (Musaad, 2020).

Electronic money or electronic wallet SI in Indonesia has made people's lives easier
because they are practical, safe, fast, and in accordance with health protocols when the COVID-
19 pandemic takes place, which does not require direct contact (Supriyanto, 2020). The term
innovation is also related to problem solving, where innovation is often used as a solution to
new problems or new solutions to old problems (Stenberg, 2017). E-wallet innovation is
important because the existence of e-wallet also helps maintain the stability of the country's
financial system, where credit interest rates can further decrease and bank liquidity is
maintained, and reduce unemployment (Mahlil, 2019).
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Until 2020, in total there are 51 electronic money providers that have received permission
from Bank Indonesia, with names that are top of the user's mind, such as ShopeePay, OVO,
GoPay, DANA, and LinkAja (Sofuroh, 2020). E-wallet operators benefit from every rupiah
contained in consumer digital wallets, which is in the form of bank interest and from a merchant
or service provider commission. In a highly competitive industry, e-wallet service providers
compete with each other in providing the most attractive offers with the aim of attracting
consumers and selling partners to use their digital wallet services so that there is an increase in
transactions (Setyowati, 2019).

In a report entitled The Evolution of the Digital Wallet: Driving the Next Wave of Growth
by Ipsos, based on the results of a survey conducted in the period December 2019 to January
2020 of 500 respondents (19% Gen Z, 81% Millennial) in Indonesia, it was found that to
maintain customer loyalty and be sustainable it is important for e-wallet providers to focus on
safety, practicality, innovation, and quality of e-wallets (Ipsos, 2020; MSN, 2020). E-wallet
service providers who are unable to attract or retain consumers to make transactions will
experience defeat, such as the VCash e-wallet service from the telecommunications company
Digi in Malaysia which was only two years old when a refund process was carried out for its
users until 30 November 2019 (Wong, 2019).

In doing digital SI in the form of e-wallets, organizers must ensure that there are no errors
in the server (Yoga, 2020) so that service delivery takes place properly, and ensures the
confidentiality of data from each user because digital financial sector is a business that depends
on trust (Firmansyah, 2020). By paying attention to these things, it will support the satisfaction
and loyalty of a user with the use of their e-wallet.

When COVID-19 pandemic took place, there was a significant increase in the number of
contactless payments in Indonesia. The results of McKinsey Global survey showed that there
was an increase in contactless payments by 26% in Indonesia during June 2020 (Awasthi et al.,
2020), and this phenomenon is likely to continue even after COVID-19 pandemic ends. The
increase in contactless payments during the COVID-19 pandemic occurred because most
people prefer to carry out purchasing activities through e-commerce in their respective homes
so that more transactions are done digitally (Musaad, 2020).

There are several big players in Indonesia’s digital payment industry, namely e-wallets
that are full of competition, such as ShopeePay, OVO, GoPay, DANA, and LinkAja, where
consumers and transactions are two very important factors to maintain the sustainability of e-
wallet providers. However, based on the results of three surveys by Snapcart, MarkPlus Inc,
and Yougov in 2020, among the five most popular e-wallet application brands in Indonesia,
ShopeePay has succeeded in becoming the e-wallet brand with the largest users (68%) since
June 2020 based on respondents' answers, it has had the fastest growth rate since early 2020,
the highest and largest market share of transactions and total value of e-wallet transactions in
Indonesia (Prasetyo, 2020; Setyowati, 2020; Kontan, 2020). ShopeePay is an entrepreneurial
movement from Shopee which is owned by Sea Ltd, which previously only engaged in the
marketplace, however, since 2018 it has penetrated into the digital payment field and was
inaugurated on August 25, 2020 virtually (Bagas, 2020). ShopeePay currently has the largest
number of users with 45% of orders at Shopee Indonesia are paid using ShopeePay (Henry,
2020).

There are several research studies exploring the adoption of innovations in the digital
payment sector, especially e-wallets and mobile wallets. Bagla and Sancheti (2018) showed
that cashback, rewards, ease of use, instant transfer of money, high security, and no transaction
fees are factors that affect the increasing popularity of digital wallets in India, as well as the
sustainability challenges faced by digital wallet providers are caused by a gap between user
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expectations and their satisfaction level. According to Singh et al. (2020), ease of use,
usefulness, perceived risk, and attitude are factors that significantly influence user’s intention,
which then affects user’s perceived satisfaction and recommendation for using mobile wallet
services in India. Gupta and Singh (2017) discussed the relationship management strategies
such as reliability, dedication, conversation and handling of customer issues that affect e-wallet
CL. User satisfaction plays a greatest influence on continual use of mobile financial services
in Ghana (Adjei et al., 2019).

In Indonesia, Octabriyantiningtyas et al. (2019) discussed the dimensions of service quality
that can maintain and improve satisfaction and CL of E-money LinkAja from Telkomsel,
namely ease of use, reliability, responsiveness, privacy, and security, where CS which then
affects CL is also influenced by handling complaint. Perceived ease of use, perceived benefit
and promotion also have a direct and significant effect on repurchase interest of OVO balance
(Silaen and Prabawani, 2019). Furthermore, there are several factors that affect the continuance
usage of mobile wallets, including trust, flow, and satisfaction, where all three are initiated by
product quality (Azizah et al., 2018). Widodo et al. (2019) found that habit influences
behavioral intention, performance expectancy, trust, and facilitating conditions to adopt digital
wallet in Indonesia. However, previous studies have not yet discussed the effect of service
innovation, service delivery, and customer satisfaction on customer loyalty in the e-wallet
sector in Indonesia.

1.2 Literature Review
1.2.1 Service Innovation (SI)

Innovation is one of the most important pillars for many organizations in facing today's
competitive environment. Innovation is now the main ingredient for managing global
competitiveness (Schwab, 2011). The term innovation comes from the Latin “innovare"” which
means "to be new" (Stenberg, 2017). According to Trott (2017, p. 16), “innovation is the
management of all activities involved in the process of creating ideas, developing technology,
creating and marketing new (or improved) products or manufacturing processes or equipment.”

According to Schumpeter (1934) in Ganzer et al. (2017), "innovation is the act of
innovating and creating a process or something new, which promotes disruption of an outdated
economic system while allowing new things to emerge." Schumpeter's notion describes what
is called "creative destruction.” Since the start of 4.0 industrial revolution era which focuses on
the use of technology and internet in industry, many countries have begun to focus on creative
and innovative economies (Sugiarto, 2018). Since 2015, the Indonesian government has
focused on developing Indonesia's creative industries (Hasnan, 2019), where this industry is an
industry that relies on creativity as its main resource (Writer, 2018). Creativity and innovation
are linked by a creative process with the aim of producing something of value that can be
traded, developed and exploited commercially (Taylor, 2017). The term innovation is also
related to problem solving, where innovation is often used as a solution to new problems or
new solutions to old problems (Stenberg, 2017).

In terms of service is an important economic sector in the world economy, both in
developed and most developing countries. SI has a transformative role in the economy in
various ways, namely increasing productivity in the service sector, increasing the productivity
of other sectors that use services, and enabling increased social and economic performance,
especially in developing countries (Djellal and Gallouj, 2010; L. Rubalcaba and Kox, 2007 in
Rubalcaba et al., 2016). E-wallet organizers can take advantage of technology to provide Sl to
users. One example of Sl is face recognition. This SI will also serve as a way to attract busy
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individuals who like practicality to continue using e-wallets in making transactions in order to
support the survival and growth of e-wallet organizers.

1.2.2 Service Delivery (SD)

Traditionally, SD has been defined as “a person-to-person meeting between buyers and
sellers which can be described as a goal-oriented interaction between the dyad and the goal”
(Solomon et al., 1985 in Furunes and Mkono, 2019), where success lies in quality subjective
service experience. According to the Cambridge English Dictionary (2020), SD is "the act of
providing service to customers.” According to Lovelock and Wright (2002) in Martins and
Ledimo (2015), SD refers to "the actual delivery of services and products to customers or
clients.” It is important for every company to focus on SD, where in today's competitive
industrial situation, customers can easily move to competitors if the services provided are not
in accordance with their expectations. Only companies that improve their services and
operational systems can survive the challenges threatened by the rapidly changing waves of
globalization, consolidation, privatization, deregulation, and technology (Uchenna et al.,
2019). Through SD, a company can also retain existing customers by offering a good and
valuable service experience (PricewaterhouseCoopers, 2007).

An understanding of customer reactions to SD time is one of the most important service
that will have a major impact on CS (Dholakia and Zhao, 2010). Johnston et al. (2012, p. 102)
in the book Service Operations Management: Improving SD wrote that by influencing
customer perceptions and expectations of SD, CS can be managed to a certain extent. In
building an effective service sector, SD from a business must be of high quality, accessible
anywhere, comprehensive and consistent, and cost-effective (Blackmore et al., 2015). The use
of modern technology can shape customer service and experience as well as influence customer
service expectations and behavior (Rafaeli et al., 2016).

1.2.3 Customer Satisfaction (CS)

According to Cambridge English Dictionary (2020), "satisfaction is the pleasant feeling
you get when you receive something you want, or when you have done something you want to
do,” then for "CS is a measure of how happy customers are when they do business with a
company,” (Cambridge English Dictionary, 2020). Based on an article on the website of
American Society for Quality on July 15, 2020 with the article title What is CS?, CS is defined
as "a measure that determines how happy customers are with a company's products, services,
and capabilities.” According to Terpstra et al. (2013), CS refers to "someone's satisfaction with
a product, service, or supplier.”" CS can also be defined as "a positive emotional reaction after
purchasing a product or service," (May et al., 2017 in Othman et al., 2020).

In creating and maintaining a competitive advantage, and to grow and succeed, every
company needs to pay great attention to CS. According to Hague and Hague (2016) in Khadka
and Maharjan (2017), satisfied customers will usually make more purchases from companies
and become a network to reach other potential customers by sharing their experiences.

The triangle law of customer relationship management explains that CS is the customer
experience minus customer expectations (Tao, 2014). To meet or exceed CS, a company needs
to focus on the products offered along with their features, functions, and reliability (Khadka
and Mabharjan, 2017). In order to improve CS, companies must jointly eliminate the causes of
direct complaints, namely by ensuring that their products and services are of excellent quality
(Othman et al., 2020). In particular, employee job satisfaction has an important effect on CS,
where satisfied employees tend to be more productive and provide better service to customers
so that they can significantly increase business profitability (Pantouvakis and Bouranta, 2013).
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1.2.4 Customer Loyalty (CL)

Krumay and Brandtweiner (2010) stated that "CL is seen as one of the key factors in
company success." Oliver (1999) in Fraering and Minor (2013) stated that the only important
customers are those who are loyal, where very satisfied customers can remain regularly
defected to the competition (Kapferer, 2005; Mittal and Lassar, 1998). Loyal customers will
show attachment and commitment to the company, where they will not be interested in offers
from competitors (So et al., 2013 in Kandampully et al., 2015). Loyal customers will be willing
to pay more and express higher purchase intentions (Evanschitzky et al., 2012 in Kandampully
etal., 2015).

Basically, there are four types of CL in the market, namely no loyalty, inertia loyalty, latent
loyalty, and premium loyalty (J. Griffin, 2002 in Ranabhat, 2018). Customers who cannot
survive with products or services from certain companies to fulfill their needs and desires are
known as no loyalty customers. Customers who have a low level of engagement but make high
repeated purchases of products or services are included in inertia loyalty. Customers with high
and positive attitudes towards certain suppliers but making low repeat purchases are known as
latent loyalty customers. Customers with high levels of engagement and who make repeated
purchases of products and services are known as premium loyalty customers. Premium loyalty
customers often recommend the goods or services they buy to other people (their family,
friends and relatives).

There are several factors and determinants that affect CL (Lawton, 2016), namely core
offer, satisfaction, elasticity, switching costs, demographics, and the digital environment.
Lawton (2016) also showed several ways, such as simplicity, social media, online customer
service, loyalty programs, gamification, prominent reviews, and payment options to help build
trust and CL online.

1.2.5 Relationship Between Sl and SD

YuSheng and Ibrahim (2019) found that SI at commercial banks in Ghana has a significant
positive effect on SD. This is also supported by previous research, from Musara and Fatoki
(2010) that technological innovation in the banking service sector has resulted in increased
efficiency and reduced banking costs for customers of Alice city in South Texas. Wambugu et
al. (2016) stated that innovation in the public sector in Kenya has a major influence on SD,
such as reducing time for SD, and increasing accountability and transparency. Then, it was
found that there was a direct and positive relationship between innovation and performance in
various service sectors in China (Lin, 2011) and Italy (Ordanini and Parasuraman, 2011), where
companies that clearly define their innovation processes for services can be faster and more
successful in developing new services. In Indonesian telecommunications industry it was found
that innovation has an effect on improving service quality, and prevents customers from
switching to other operators, where good innovations can result in continuous CS and high CL
(Dachyar et al., 2013). Therefore, it is hypothesized that:
H1. SI has a positive and significant effect on SD of ShopeePay users in Indonesia.

1.2.6 Relationship Between Sl and CS

YuSheng and Ibrahim (2019) found that SI at commercial banks in Ghana has a significant
positive effect on CS. These findings are in line with previous studies, Ameme and Wireko
(2016) found a positive relationship between CS and technological innovations. Meanwhile,
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Mahmoud et al. (2017) stated that SI helps in achieving several levels of CS, where Sl that
creates customer value positively and significantly affects CS in the telecommunications
network industry in Ghana. Kurniawan et al. (2019) concluded that SI has a positive effect on
CS at Indihome in Central Java, where satisfaction can be realized along with an increase in
service quality. These results are also supported by previous studies, Mahmoud (2017),
Bellingkrodt (2016), Ganesan (2016), and Tsai (2012) in Kurniawan et al. (2019), who reported
that Sl has a positive effect on CS. Mercado (2013) in Kurniawan et al. (2019) stated that
focusing on Sl process and setting higher innovation efforts leads to CS. In the
telecommunications service industry in Ghana, Diaw and Asare (2018) proved a relationship
between innovation and satisfaction and customer retention. Therefore, it is hypothesized that:
H2. Sl has a positive and significant effect on CS of ShopeePay users in Indonesia.

1.2.7 Relationship Between SD and CS

YuSheng and Ibrahim (2019) found that SD at commercial banks in Ghana has a positive
effect on CS, where banks offer quality SD to customers in order to establish a positive
relationship between banks and their customers. Seesaiprai (2016) reported that service quality
delivered to the car care business in Bangkok has an impact on CS more than Sl and perceived
value. Chen et al. (2011) found that CS at home delivery service providers in Taiwan is
positively correlated with various types of service convenience (i.e. decision convenience,
access, transactions, benefits, and post-benefits), where the more service convenience services
that is expected provided or even exceeding the customers' requirements, the higher the CS.
Narteh (2015) showed that convenience, reliability, ease of use, responsiveness, and fulfillment
of ATMs in Ghana predict CS. Amankwah et al. (2019) found that patients in Ghana evaluate
health care services based on personal experience thus making a user-oriented approach to
health care delivery important for improving overall patient satisfaction. Therefore, it is
hypothesized that:
H3. SD has a positive and significant effect on CS of ShopeePay users in Indonesia.

1.2.8 Relationship Between Sl and CL

YuSheng and Ibrahim (2019) found that SI at commercial banks in Ghana has a significant
and direct positive effect on CL, mediates the relationship between SD, CS and CL, and has a
significant indirect relationship with CL through SD, where these results confirm the findings
of previous studies (Ameme and Wireko, 2016; Nguyen et al., 2014) in the banking sector
where innovation can effectively affect customers' satisfaction and loyalty. Seesaiprai (2016)
showed that Sl in the car care business in Bangkok has a direct impact on CL. Senbabaoglu
(2017) reported that SI content on shopping sites in Turkey has a significant and positive effect
on perceived overall service quality, CL, and perceived customer value. Wu (2014) stated that
Sl in the context of digiservice in Taiwan can help organizations improve CL. Therefore, it is
hypothesized that:
H4. SI has a positive and significant effect on CL of ShopeePay users in Indonesia.

1.2.9 Relationship Between CS and CL

YuSheng and Ibrahim (2019) found that CS at commercial banks in Ghana has a positive
effect on CL. CS at banks in Ghana (YuSheng and Ibrahim, 2019; Ameme and Wireko, 2016)
and China (Nguyen et al., 2014) mediate a positive relationship between Sl and CL.
Leninkumar (2017) stated that there is a significant positive relationship between CS and CL
in the context of commercial banking in Sri Lanka. Seesaiprai (2016) showed that CS in the
car care business in Bangkok has a direct impact on CL. Ozkan et al. (2019) reported that CS
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in Turkish banking industry and service quality have an effect on perceived value, corporate
image and reputation, and CL. Fernandes and Solimun (2018) found a positive relationship
between CS and CL services for cellular phone providers in Malang, where the fulfillment of
expectations, suitability and achievement of services provided by cellphone providers will
result in CS which at ultimately will result in CL. Al-Msallam (2015) reported that CS at banks
in Syria has a positive impact on CL. Therefore, it is hypothesized that:

H5. CS has a positive and significant effect on CL of ShopeePay users in Indonesia.

1.2.10 Relationship Between SD and CL

YuSheng and Ibrahim (2019) showed a significant and direct positive relationship between
SD and CL, and reported that SD at commercial banks in Ghana has a positive indirect effect
on CL through CS, whereby offering quality SD will create a positive relationship with bank
customers. In addition, it was found that SD mediates a significant positive relationship
between Sl and CL at banks in Ghana (YuSheng and Ibrahim, 2019; Ameme and Wireko,
2016) and China (Nguyen et al., 2014). Seesaiprai (2016) showed that Sl, service quality,
perceived value, and CS in the car care business in Bangkok have a direct impact on CL. Mary
and Henshaw (2020) found that timeliness and responsiveness are SD strategies to predict CL
in terms of repeat purchases and word-of-mouth. Nienaber (2010) reported that if the customer
is satisfied with SD and meets their expectations, there will be greater CL and profit for the
company. Therefore, it can be formulated in this study:
H6. SD has a positive and significant effect on CL of ShopeePay users in Indonesia.
Based on these hypotheses, the framework of the research is presented on figure 1 below.

Figure 1. Research Model
Source: YuSheng and Ibrahim (2019)

2. METHODOLOGY
2.1 Data and Sample

The research method used is quantitative. Research population is individual users of
ShopeePay e-wallet in Indonesia. Non-probabilistic sample design, namely judgment
sampling, was used to select e-wallet users, where the sample criteria for this study were men
and women aged 17 years and over, domiciled in Indonesia, and users of ShopeePay e-wallet
service for at least one month.

Primary data were collected through a self-administered questionnaire that was sent online
in September and October 2020 (cross-sectional). The questionnaire includes four variables
with a total of 30 indicators adapted from questions in previous similar studies with discussions
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of Sl, SD, CS, and CL (Table 1). Each indicator is measured using a five-point Likert scale,
where point 1 = strongly disagree up to point 5 = strongly agree. There was a change in the
Likert scale points used to measure indicators of CS and CL variables, which were previously
seven points in a similar study before, to a five-point Likert scale so that respondents did not
experience difficulties when filling out questionnaires and minimizing errors when editing
data. In compiling the questionnaire, the author first translates indicators from English journal
articles into Indonesian using double-back translation with modification procedure. The
questionnaire design used positive and negative closed-ended questions and consisted of seven
parts. The first part contains title and opening paragraph which aims to explain the purpose of
this questionnaire and ensure that respondent is a ShopeePay user, the second part measures
the demographic characteristics of respondent, the third to sixth section measures the four
variables (S, SD, CS, and CL), and the seventh section contains expressions of gratitude. After
going through reliability and validity tests, it was found that there were 21 indicators that were
reliable and valid in this study.

Table 1. Constructs ltems

Constructs Label Cronbach’s a No.of  Source
items
Service Innovation Sl 0,796 3 Mahmoud et al. (2018)
Service Delivery SD 0,938 4 Ba and Johansson (2008, in Kumar
et al., 2020)
Customer Satisfaction CS 0,941 6 Nefat et al. (2012), Bhattacherjee

(2001, in Othman et al., 2020),
Dawi et al. (2018)

Customer Loyalty CL 0,919 8 Cheng et al. (2008, in Thuy and
Hau, 2010), Ozkan et al. (2019)

2.2 Data Analysis

The number of respondents in this study were 354 people, however, the valid respondent data
that could be used for analysis were 303 after initial filtering and data cleaning. The collected
data were analyzed using the help of SPSS Statistics 26 and SPSS Amos 26 Graphics software.
Data were filtered for outliers or other variations in the data set via the Mahalanobis distance
in SPSS Statistics 26. Hypotheses were tested using structural equation modeling (SEM), SEM
is a “confirmation procedure, in which the researcher tests a formulated model a priori,”
(Blunch, 2008, p. 98). The method of estimating minimum sample size that is widely used in
SEM statistical tests is the "10 times rule™ method by Hair et al. (2011), this rule is built on the
assumption that sample size must be greater than 10 times the number of indicators that point
to the latent variables in the model. In this study, at the beginning author used the number of
indicators as many as 30 items so that with the number of indicators 30 times 10, the minimum
sample size needed was 300. Based on the existing theories regarding the minimum sample
size, the author decided that the minimum sample size taken in this study consisted of 300
respondents to follow an acceptable level of sample size for SEM analysis and to achieve valid
statistical tests. Validation is done through content and construct validation, where content
validity is done by asking for help from five target respondents, namely ShopeePay users in
Indonesia, to try to fill out the questionnaire that has been developed as well as to check the
existing indicators of the research variables.
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2.3 Respondent Profile

Several demographic variables involved in this study including age, gender, domicile,
employment status, monthly income, educational background, duration of using ShopeePay
and type of use of ShopeePay in Shopee application, and these results are summarized in Table
2. Seen from gender, the number of respondents is dominated by women with a percentage of
72.9% or as many as 221 people. Based on age, respondents were dominated by generation Z
with the age of 17-24 years as many as 285 people or a percentage of 94.1%. In accordance
with the criteria of the research subject that the respondent must be domiciled in Indonesia, the
respondents of this study were spread across the islands of Sumatera, Java, Kalimantan,
Sulawesi and Bali, where the majority of respondents were domiciled in Palembang area with
a total of 99 people (32.7%), followed by Tangerang with 87 people (28.7%), and then Jakarta
with 64 people (21.1%). In the category of employment status, the majority of respondents
were students with a total of 240 people (79.2%). In terms of monthly income, the majority of
respondents as many as 80 people (26.4%) had an income of IDR 1,000,000.00-IDR
2,500,000.00, followed by 69 people (22.8%) each having an income <IDR 1,000,000.00 and
IDR 2,500,001.00-IDR 4,000,000.00. In the recent education background category, 119
respondents (39.3%) have high school education, and the majority of respondents as many as
170 people (56.1%) have a Bachelor's degree (S1). Based on the period of use, the majority of
respondents as many as 120 people (39.6%) have used ShopeePay for more than 1 year. In
terms of types of use, the majority of respondents totaling 256 people (84.5%) use ShopeePay
to buy products at Shopee.

Table 2. Demographics of Respondents

Variable Category Frequency %
Gender Male 82 27.1%
Female 221 72.9%
Age 17-24 285 94.1%
25-32 9 3.0%
33-40 2 0.7%
41-48 2 0.7%
49-56 5 1.7%
>56 0 0.0%
Domicile Jakarta 64 21.1%
Bogor 2 0.7%
Depok 1 0.3%
Tangerang 87 28.7%
Bekasi 11 3.6%
Palembang 99 32.7%
Bali 4 1.3%
Bandung 5 1.7%
Bangka 1 0.3%
Batam 3 1.0%
Belitung 1 0.3%
Kalimantan 2 0.7%
Kudus 1 0.3%
Makassar 1 0.3%
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Malang 1 0.3%
Medan 4 1.3%
Pekanbaru 11 3.6%
Surabaya 3 1.0%
Yogyakarta 2 0.7%
Employment status Student / college student 240 79.2%
Civil servant 0 0.0%
Private employee 36 11.9%
Entrepreneur 21 6.9%
Housewife 2 0.7%
Lecturer 1 0.3%
Fresh graduate 1 0.3%
Makeup artist 1 0.3%
Music teacher 1 0.3%
Monthly income < Rp1.000.000,00 69 22.8%
Rp1.000.000,00-2.500.000,00 80 26.4%
Rp2.500.001,00-4.000.000,00 69 22.8%
Rp4.000.001,00-5.500.000,00 41 13.5%
Rp5.500.001,00-7.000.000,00 19 6.3%
Rp7.000.001,00-8.500.000,00 5 1.7%
Rp8.500.001,00- 7 2.3%
10.000.000,00
> Rp10.000.000,00 13 4.3%
Recent Educational Background Junior high school 3 1.0%
Senior High School 119 39.3%
Diploma 8 2.6%
Bachelor 170 56.1%
Master 3 1.0%
Doctorate 0 0.0%
Period of Time in Using ShopeePay < 1 Month 40 13.2%
1-4 Months 57 18.8%
5-9 Months 53 17.5%
10-12 Months 33 10.9%
>1 Year 120 39.6%
Types of Use of ShopeePay in Shopee Sell products on Shopee 1 0.3%
Applications
Buy products on Shopee 256 84.5%
Sell and buy products on 46 15.2%
Shopee
Notes: n = 303.

2.4 Reliability and Validity of the Measurement Model

All variables return Cronbach's a above 0.70, indicating these measures are highly reliability
of each construct. The validity measurement in this study was carried out using construct
validation, namely convergent validity and discriminant validity (Sekaran and Bougie, 2016).
Convergent validity is determined by ensuring that for each variable the average variance
extracted (AVE) value is> 0.5 and composite reliability (CR)> 0.7 (Hair et al., 2014). The
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criteria for discriminant validity is the value of AVE> squared correlations (Fornell and
Larcker, 1981). Table 3 shows that the data have good convergent and discriminant validity
and fit the criteria.

Table 3. Discriminant Validity

Discriminant Validity Factor Correlations Correlations Squared ~ AVE1, AVE2
Sl <-> SD -0.131 0.017 0.597,0.791
Sl <--> CS 0.479 0.229 0.597,0.729
SD <-> CS 0.181 0.033 0.791,0.729
Sl <> CL 0.509 0.259 0.597, 0.596
Cs <-> CL 0.672 0.452 0.729, 0.596
SD <-> CL -0.193 0.037 0.791, 0.596

3. RESULT AND DISCUSSION
The results of the structural model for testing research hypotheses related to direct effects
are presented in Table 4 and the indirect effect through the mediating effect test is presented in

Table 5.
Table 4. Structural Model Results: Direct Effects
Hypothesis  Relationship ~ Estimate  S.E. cR,  Directeffect
p-value
H1 -
SI-SD -0.19 0.093 2048 0.041
H2 SI-CS 0.372 0.047 7.86 Fhk
H3 SD-CS 0.124 0.028 4.436 Fhk
H4 SI-CL 0.144 0.051 2.84 0.005
H5 CS-CL 0.79 0.088 8.937 faladed
H6 _ 3 - KAk
SD-CL 0.177 Rod 5.751
Notes: SI, service innovation; SD, service delivery; CS, customer satisfaction; CL,
customer loyalty. ***Significant at 0.001
Table 5. Structural Model Results: Indirect Effects
Relationship Estimate A Estimate B S.Ea S.E.b S.E.ab Zscoreab
SI-SD-CL -0.19 -0.177 0.093 0.031 0.017 1.924
SI-CS-CL 0.372 0.79 0.047 0.088 0.049 5.937
SD-CS-CL 0.124 0.79 0.028 0.088 0.025 3.971

Notes: Sl, service innovation; SD, service delivery; CS, customer satisfaction; CL, customer loyalty. Zscore
significant at > + -1.96

The results in Table 4 indicate that three of the six hypotheses proposed in this study are
accepted. First, H1 shows the insignificant effect of Sl on SD (p = 0.041). The unstandardized
estimate value of -0.19 indicates that Sl affects the dependent variable SD by -0.19. The
unstandardized estimate value -0.19 and p-value (p = 0.041) indicate that there is a non-positive
and insignificant relationship between Sl and SD, which means that H1, namely Sl has a
positive and significant effect on the SD of ShopeePay users in Indonesia is rejected. H2,
namely Sl has a positive and significant effect on CS of ShopeePay users in Indonesia is
accepted (p = 0.000). The unstandardized estimate value of 0.372 shows that Sl affects the
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dependent variable CS by 0.372. The unstandardized estimate value of 0.372 and the p-value
(p = 0.000) indicate that there is a positive and significant relationship between Sl and CS.

H3, namely SD has a positive and significant effect on CS of ShopeePay users in Indonesia
is accepted (p = 0.000). The unstandardized estimate value of 0.124 indicates that SD affects
the dependent variable CS by 0.124. The unstandardized estimate value of 0.124 and p-value
(p = 0,000) also shows that there is a positive and significant relationship between SD and CS.
H4 shows the insignificant effect of SI on CL (p = 0.005). The unstandardized estimate value
of 0.144 shows that S affects the dependent variable CL by 0.144. The unstandardized estimate
value of 0.144 and p-value (p = 0.005) indicates that there is an insignificant positive
relationship between SI and CL, which means that H4, namely Sl has a positive and significant
effect on CL of ShopeePay users in Indonesia is rejected. In addition, H5, namely CS has a
positive and significant effect on CL of ShopeePay users in Indonesia is accepted (p = 0.000).
The unstandardized estimate value of 0.79 indicates that CS affects the dependent variable CL
by 0.79. Finally, H6, which is SD has a positive and significant effect on CL of ShopeePay
users in Indonesia is rejected (p = 0.000 and unstandardized estimate = -0.177).

First, based on the results of data analysis, it was found that service innovation (SI) had a
non-positive and insignificant effect on service delivery (SD) of ShopeePay e-wallet users in
Indonesia. SI from ShopeePay Indonesia which is not free from errors in the system causes the
SD process to the user to be disrupted and not positively affected. Ciuchita et al. (2019)
discussed that when e-SI was introduced, customers viewed change as a challenge, namely
losses that must be avoided or profits that must be pursued. Ngo and O’Cass (2013) based on
the results of data analysis taken from a survey of service companies in Australia, found that
customer participation mediates the relationship between technical innovation capability and
service quality, as well as non-technical innovation capability and service quality. In the
relationship between Sl and SD, ShopeePay e-wallet in Indonesia may need to pay attention to
and involve customer participation properly so that SI can influence the SD of ShopeePay users
positively and significantly.

Second, it was found that service innovation (SI) has a positive and significant effect on
customer satisfaction (CS) of ShopeePay e-wallet users in Indonesia. Based on a survey by
Ipsos entitled "Satisfaction, Perception, and Loyalty of Digital Wallet Users in Indonesia”
which was conducted in October 2020 with a sample of up to a thousand respondents from all
over Indonesia, it was found that the satisfaction aspect of ShopeePay e-wallet brand was
ranked first for user satisfaction with a score 82%, more than other players, such as OVO
(77%), GoPay (71%), DANA (69%), and LinkAja (67%) (Agung, 2020). According to Ipsos
Associate Project Director in Indonesia Indah Tanip in Agung (2020), there are several factors
that cause ShopeePay user satisfaction to be higher than other e-wallet brands, such as services
that are easy to use, easy to top up, real time top up time, and many promotional offers when
used. Ease of use of services and top up of ShopeePay e-wallet is supported by the existence
of a continuous S| and then followed by an increase in CS. This finding confirms the findings
of previous studies, Ameme and Wireko (2016) showed that there is a significant relationship
between CS and technological innovations in the Ghana banking industry, and it is reported
that SI has a positive effect on CS of Internet provider Indihome in Central Java (Kurniawan
et al., 2019) and the hospitality industry in Indonesia (Mihardjo et al., 2019).

Third, this study found that service delivery (SD) has a positive and significant effect on
customer satisfaction (CS) of ShopeePay e-wallet users in Indonesia. According to Indah Tanip
in Agung (2020), one of the factors that causes ShopeePay user satisfaction to be higher than
other e-wallet brands is real time top up time. Real time top up time system or receiving money
at the same time when transfers are made is supported by a structured SD from the ShopeePay

| 34 | Vol. 13, No. 1 | Juni 2021




ULTIMA Management | ISSN 2085-4587

e-wallet at Indonesia which then increased the CS. One of the most important service attributes
for electronic banking is speed of the transaction (Joseph and Stone, 2003 in Demoulin and
Djelassi, 2013), which, if considered, will have a major impact on CS (Dholakia and Zhao,
2010). This finding is in line with Salameh et al. (2018) who showed that service quality has a
significant effect on CS in the context of m-commerce in Jordan, Estiri et al. (2011) who
showed that service quality is positively related to CS in Iranian Islamic retail banking, Chu et
al. (2012) who found that e-banks in Taiwan should focus on service quality to improve CS,
Amin (2016) who showed that service quality of internet banking has a positive relationship
with e-CS on commercial banks in Malaysia, and Minh and Huu (2016) who reported that the
effect of service quality on CS is statistically significant in the Vietnamese Retail Banking
Sector.

Fourth, this study revealed that service innovation (SI) has a positive and insignificant
effect on customer loyalty (CL) of ShopeePay e-wallet users in Indonesia. These findings are
in accordance with Schulte-Briiggemann et al. (2018) who reported that firm innovation had a
positive and insignificant effect on CL. The full mediating effect of CS was found in the
relationship between SI and CL in this study (Zscore 5,937), where the influence of Sl on CL
that was previously insignificant needs to go through CS first to then be transferred to CL. This
finding is in line with YuSheng and Ibrahim (2019) who found a significant indirect
relationship between Sl and CL through CS. Based on a survey by Ipsos in October 2020, it
was found that ShopeePay was the digital wallet that made it easier for users to shop online
with a percentage of 44% (Firmansyah, 2020). The ease of using ShopeePay Indonesia in
online shopping is supported by Sl such as face recognition, which then boosts user satisfaction
levels with Shopeepay according to Ipsos Associate Project Director in Indonesia Indah Tanip.
This level of satisfaction in the end also encourages CL, where users are willing to recommend
ShopeePay e-wallet brand in Indonesia. These findings imply that although SI can positively
affect CL, it can only be done indirectly via CS.

Fifth, this study found that customer satisfaction (CS) has a positive and significant effect
on customer loyalty (CL) of ShopeePay e-wallet users in Indonesia. The findings from the
Ipsos survey in October 2020 showed that CL of ShopeePay users in Indonesia is connected to
CS, where ShopeePay e-wallet is ranked first for user satisfaction (82%), and makes
ShopeePay's net promoter score (NPS) score which is used to understand how CL deals with
an electronic wallet brand being positively influenced and successfully superior to other digital
wallet brands ( + 42%) (Agung, 2020). NPS can measure user reactions to service usage, where
the more satisfied and loyal users are, the more likely they are to recommend the product to
others. This finding is in line with Amin (2016) which showed that there is a positive
relationship between e-CS and e-loyalty at commercial banks in Malaysia, Abror et al. (2019)
which showed that CS is a significant factor for CL in Islamic bank customers in West
Sumatera, Omoregie et al. (2019) who showed that CS has the most significant influence on
CL in the Ghana retail banking industry, Minh and Huu (2016) who showed that CS is an
important antecedent of CL in the Vietnamese Retail Banking Sector, and Antanegoro et al.
(2017) who found that CS has a significant positive effect on CL KKB BCA Cilegon Branch.

Sixth, this study found that service delivery (SD) has a significant non-positive effect on
customer loyalty of ShopeePay e-wallet users in Indonesia. These findings are in line with
Kumar et al. (2011) who found that when operations performance is negatively affected by
increased demand, there is a negative impact on CL. The partial mediating effect of customer
satisfaction was found in the relationship between SD and CL of this study (Zscore 3,971),
where the effect of SD on CL that was previously not positive needed to go through CS first to
then be transferred to be positive on CL. This finding is in line with Suhartanto et al. (2019)
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who found a partial mediation role from CS in the relationship between e-service quality and
online loyalty of online food delivery service customers in Bandung, and Kusdibyo and
Februadi (2019) who found that CS positively mediated the relationship between e-service
quality and loyalty in the context of online shopping in Indonesia. These findings imply that
although SD can significantly influence CL, the formation of a positive relationship can only
be done indirectly through CS, where ShopeePay e-wallet users who are satisfied with the
digital transaction experience offered by ShopeePay Indonesia will not hesitate to continue
using ShopeePay when requires e-wallet service. In order to improve CS, companies must
jointly eliminate the causes of direct complaints, namely by ensuring that their products and
services are of excellent quality (Othman et al., 2020).

This study also found that the full mediation role of SD in the relationship between Sl and
CL was not significant because it had a Z score of 1.924 which is against the criteria for a Z
score> of + -1.96 (Budiman, 2015), where one of the factors that causes this mediation effect
is insignificant, namely the absence of direct or indirect relationship between Sl (independent
variable) and SD (mediator variable) in the context of ShopeePay e-wallet users in Indonesia
so that the influence of SI on CL cannot be transferred through SD. Shopee e-commerce
updates its application quite frequently and ShopeePay e-wallet in Indonesia is quite innovative
in following industry trends however, based on complaints from ShopeePay users it was found
that withdrawing or disbursing ShopeePay funds to bank accounts cannot be done directly and
requires considerable time between one to two days, in which the service system is different
from other e-wallet players, such as OVO, DANA, and GoPay, which make a policy that top
ups and transfers are done in real time.

4. CONCLUSION
4.1 Conclusion
This study examines the effect of service innovation (Sl), service delivery (SD), and
customer satisfaction (CS) on customer loyalty (CL) in the context of ShopeePay e-wallet
services in Indonesia. Using data from a survey of 303 ShopeePay e-wallet users in Indonesia,
the test results show a positive relationship between Sl, SD and CS with CL on ShopeePay e-
wallet in Indonesia. This research provides empirical knowledge to ShopeePay e-wallet service
providers in Indonesia, especially managers in improving their SD by adopting an innovative
SD strategy that involves users participation, which will then improve the relationship between
ShopeePay and users in Indonesia in the form of CS and CL. Focus and consistency of the
application of entrepreneurship by companies in terms of SI, SD, and CS are some of the main
keys to getting CL, where only entrepreneurial companies will think innovatively in creating
innovative services to achieve CL so that businesses can win in competition in the market and
sustainable.
Based on the results of hypothesis testing and the discussion previously described, the
following conclusions can be drawn.
e The Effect of SI on SD of ShopeePay users in Indonesia
Sl does not have a positive and significant effect on the SD of ShopeePay users in
Indonesia, which means H1 is rejected.
e The Effect of SI on CS of ShopeePay users in Indonesia
S| has a positive and significant effect on CS of ShopeePay users in Indonesia, which
means H2 is accepted.
e The Effect of SD on CS of ShopeePay users in Indonesia
SD has a positive and significant effect on CS of ShopeePay users in Indonesia, which
means that H3 is accepted.
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e The Effect of SI on CL of ShopeePay users in Indonesia
Sl has a positive and insignificant effect on CL of ShopeePay users in Indonesia,
which means that H4 is rejected.

e The Effect of CS on CL of ShopeePay users in Indonesia
CS has a positive and significant effect on CL of ShopeePay users in Indonesia, which
means that H5 is accepted.

e The Effect of SD on CL of ShopeePay users in Indonesia
SD has no significant positive effect on CL of ShopePay users in Indonesia, which
means that H6 is rejected.

Based on the analysis, it was also found that two of the three mediation effects were
significant, namely (1) CS fully mediated the relationship between Sl and CL and (2) CS
partially mediated the relationship between SD and CL. Meanwhile, one mediating effect,
namely SD fully mediates the relationship between Sl and CL is not significant.

In Table 6, a comparison is shown between the results of hypothesis testing from previous
research which became the reference with the results of hypothesis testing from this study.

Table 6. Comparison of Research Results

Research Hypothesis YuSheng and This Research
Ibrahim (2019) (2020)
H1. Sl has a positive and significant effect on SD Accepted Rejected
H2. Sl has a positive and significant effect on CS Accepted Accepted
H3. SD has a positive and significant effect on CS Accepted Accepted
H4. Sl has a positive and significant effect on CL Accepted Rejected
H5. CS has a positive and significant effect on CL Accepted Accepted
H6. SD has a positive and significant effect on CL Accepted Rejected

4.2 Theoretical Implications

This study contributes to the existing literature on the importance of service innovation
(SI), service delivery (SD), and customer satisfaction (CS) theories on the development of
customer loyalty (CL) theory in the context of e-wallet in Indonesia. As previously discussed,
this study provides a new view of previous research findings which are expected to contribute
to the development of Entrepreneurship and Marketing knowledge, namely that SI and SD by
e-wallet provider ShopeePay in Indonesia will be able to significantly increase CL if they have
a relationship that is positive with CS. In order to achieve competitive advantage, this study
provides an overview of theoretical support that in carrying out SI and SD, it is necessary to
pay attention to the needs and feedback from users in order to build a positive relationship in
which users become satisfied with the experience of use, and then become loyal. This means
that CL from ShopeePay e-wallet in Indonesia can be managed by business organizations
indirectly through the provision of an innovative platform that is effective in providing services
to users and has a system according to user needs.

4.3 Managerial Implications
Based on the findings after data analysis, this study proposes the following contributions
to ShopeePay management in Indonesia so that they can remain competitive and sustainable
through increased customer loyalty (CL) by taking into account several things:
e ShopeePay management must increase investment in research and development,
technology, and human resources, especially the development team, business functions,
and design to improve operational systems, provide easy and simple service processes, and
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ensure that there are no errors when users access ShopeePay services so as to reduce
incidents of user complaints related to new and existing service features.

e Ease of use, ease of top up, and real time top up time can be maintained with continuous
SI from ShopeePay e-wallet management in Indonesia which will then improve CS
through positive user experiences.

e The speed in making transactions offered by ShopeePay e-wallet in Indonesia, such as real
time top up system supported by a structured SD which then increases CS. It is important
for ShopeePay management to pay attention to the transaction speed of the service which
is one of the most important service attributes for e-wallets. In addition, ShopeePay
management also needs to be involved in continuous training for frontline staff regarding
the provision of necessary solutions in the event of a complaint related to SD so that
customer complaints can be adequately and well responded to and handled so that users
will be satisfied with ShopeePay services both in terms of use and after use.

e The existence of SI procurement such as face recognition supports the ease of use of
ShopeePay e-wallet in online shopping which is able to boost user satisfaction levels, and
in the end it also encourages CL. In holding SI which includes technological innovation,
cooperation with telecommunication companies, internet service providers, and banks
must be properly maintained by ShopeePay management so that services can continue to
be used by users in meeting their needs. ShopeePay management must formulate a plan to
continue to get feedback from the three parties accompanied by regular meetings to
effectively improve service provision, because users need some time to turn loyal so
ShopeePay Indonesia’s management must ensure that Sl is consistent in order to reach CS
which later generates CL.

e Itisimportant for ShopeePay Indonesia's management to continue to ensure CS of e-wallet
users through consistency of ease of use, ease of real time top ups, and many promo offers
so that CL can be maintained and even increased.

e In order to improve CS through SD so that CL is formed, ShopeePay management must
work together to eliminate the causes of direct complaints related to services that indicate
that users are not satisfied, namely by ensuring that ShopeePay services including its
features are of good quality, and do not require long time to access.

4.4 Research Limitations

Based on the research method, the results of data analysis, and the discussion previously
described, this study has the following limitation. The data in this study were collected by
distributing a questionnaire in an online Google Form which was carried out during the
COVID-19 pandemic and the transition to the new normal, where there was an increase in
transactions on the marketplace because people needed to meet their daily needs during the
pandemic without the need to go out and be encouraged by many promotional offers by e-
commerce players. Data collection is cross-sectional (two months), it does not allow research
to observe phenomena, behavior or opinions of respondents before and after changes related to
the measured variables, namely when before the COVID-19 pandemic and after the COVID-
19 pandemic occurred or towards new normal. This study recognizes that the relationship under
test may have some dynamic aspects that have been neglected.

4.5 Further Research Suggestions

Further research can be carried out the development of similar research in different
contexts (for example: users of other e-wallet players in Indonesia, such as OVO, Gopay,
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DANA, and LinkAja with more diverse ages) and ensure that the proportion of respondents
who live in different cities in Indonesia is almost the same to strengthen the implications of
research construction in the e-wallet sector innovation literature. Future research can consider
other variables that might affect CL in addition to the variables observed in this study, such as
perceived value (Seesaiprai, 2016), core offer and switching costs (Lawton, 2016), handling of
customer issues (Gupta and Singh, 2017), ease of use, privacy, and security
(Octabriyantiningtyas et al., 2019), and then testing the extent to which they affect the output
variables.
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APPENDIX

Scales Used in the Study

Service innovation (Mahmoud et al., 2018)

1) ShopeePay service uses modern interaction media

2) ShopeePay service offers fast call center support within the app
3) ShopeePay service offers easy in-app call center support

Service delivery (Ba and Johansson, 2008 in Kumar et al., 2020)

1) I had a hard time finding what 1 was looking for on ShopeePay service
2) The whole search process in ShopeePay service takes a LONG time

3) The entire transaction process in ShopeePay service takes a LONG time
4) The ShopeePay service is DIFFICULT to navigate

Customer Satisfaction (Nefat et al., 2012, Bhattacherjee, 2001 in Othman et al., 2020, Dawi et
al., 2018)

1) 1 am satisfied with my overall experience with ShopeePay service

2) | think I did the right thing when choosing ShopeePay service

3) My choice to use ShopeePay service was right

4) | am satisfied with my decision to use ShopeePay service

5) Overall, I am happy with ShopeePay service that | have

6) ShopeePay service lives up to my expectations

Customer Loyalty (Oliver, 1999, Cheng et al., 2008 in Thuy and Hau, 2010, Ozkan et al., 2019)
1) I am committed to use ShopeePay service

2) If I need another type of electronic money service, | will choose ShopeePay

3) 1 would recommend ShopeePay to others who ask me for advice

4) 1 will continue to use ShopeePay service

5) I only pay attention to ShopeePay

6) I will continue to use ShopeePay even though the transaction fees of other e-money providers
are lower

7) | feel loyal to ShopeePay

8) I believe that ShopeePay is the best app brand in the e-money sector
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