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Abstract:

This study aims to analyze the extent to which a customer focus strategy influences client
satisfaction in the IT outsourcing industry, considering the mediating role of innovation capability.
The key research question is: how does innovation capability strengthen the relationship between
a customer focus strategy and client satisfaction? Through surveys and interviews with managers
from IT outsourcing companies and their clients, the findings reveal that a customer focus strategy
has a significant positive effect on client satisfaction. Additionally, innovation capability acts as a
mediator that reinforces this relationship. The data show that companies integrating innovation
into their customer service are able to enhance client loyalty and foster a more positive perception
of service quality. These findings are particularly relevant in the IT industry, where accurately
meeting client needs is crucial for maintaining competitive advantage. The study's implications
may also be extended to other sectors, encouraging companies to make innovation an integral part
of their service strategy in order to improve customer satisfaction and loyalty on an ongoing basis.
Overall, this research offers new insights for practitioners and academics to optimize business
strategies by emphasizing innovation, thereby contributing to the development of best practices in
IT outsourcing.
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Introduction

The IT outsourcing industry is currently facing major changes due to rapid advancements in
information technology, which affect how companies interact with clients and fulfill their needs.
Companies in this sector must not only provide high-quality services but also adapt quickly to
changing market demands; therefore, a focus on the customer has become increasingly important.
In this context, a customer focus strategy forms the foundation for companies to achieve desired
client satisfaction, while also maintaining competitiveness in an increasingly competitive market
(Keng-Ooi et al., 2011).

Although many companies have implemented this strategy, challenges remain, particularly in
measuring and understanding how innovation capability can serve as a bridge to enhance the
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results of the strategy (Calder et al., 2019). Therefore, this study aims to examine the influence of
a customer focus strategy on client satisfaction by analyzing the mediating role of innovation
capability within the IT outsourcing industry. The study involves a comprehensive analysis of the
relationships between the main variables, namely customer focus strategy, innovation capability,
and client satisfaction. The goal is to answer the key question: to what extent does innovation
capability strengthen the relationship between a customer focus strategy and client satisfaction?
Furthermore, it is also important to determine the factors that enhance the influence of a customer
focus strategy in this context.

It is hoped that the results of this research will provide new and practical insights for industry
practitioners, as well as enrich the existing academic literature on the theme of customer focus
strategy and innovation in the IT context (Koohang et al., 2021). The emphasis of this research is
not only on academic benefits but also on serving as a valuable practical guide for managers and
policymakers in the field of IT outsourcing. Discovering ways to increase client satisfaction
through innovation and a greater focus on customer needs can yield significant competitive
advantages (Dwivedi et al., 2019).

In practice, the implementation of these research findings can encourage companies to invest more
in innovation capabilities that align with their strategic approach, and comprehensively improve
client satisfaction (Kelly et al., 2008), (Mariani et al., 2021). Thus, this research is not only relevant
in an academic context but also makes a significant practical contribution to the sustainable
development of the IT outsourcing industry (Lee et al., 2015).

Literature Review

In today's increasingly competitive global era, companies in the IT outsourcing industry are
required to adopt effective strategies to win the competition and increase profits. However, an
approach that has come into focus is the customer focus strategy. This strategy concentrates on
understanding clients' needs and expectations in order to deliver satisfactory services. Previous
research indicates that the implementation of this strategy can significantly contribute to client
satisfaction, which is directly related to long-term customer loyalty and retention (Keng-Ooi et al.,
2011).

Innovation is also a crucial factor in the success of a customer focus strategy. Innovation enables
companies to enhance client experiences, exceed their expectations, and provide more relevant and
effective solutions (Calder et al., 2019), (Koohang et al., 2021). In this context, innovation
capability acts as a mediator that bridges the relationship between a customer focus strategy and
client satisfaction. In other words, innovation capability enables companies to optimize their
customer focus strategies, thereby generating a higher level of client satisfaction.
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The use of innovation capability as a mediator offers a new perspective in understanding how
companies can maximize the effectiveness of their customer focus strategies. Although previous
research has shown that innovation can increase user satisfaction (Kelly et al., 2008), the complex
relationship between customer focus, innovation, and satisfaction is often not explored in depth
(Mariani et al., 2021), (Lee et al., 2015). Much of the existing research tends to describe this
relationship as a simple linear relationship, ignoring the important mediating variables that can
influence the dynamics of these relationships (Li et al., 2008).

This study aims to fill this gap by exploring innovation capability as a mediator between a customer
focus strategy and client satisfaction. By doing so, this research is expected to provide valuable
insights for both practitioners and academics (Dwivedi et al., 2019). In the rapidly evolving IT
outsourcing industry, with its swift technological changes and increasingly high client
expectations, a deeper understanding of customer focus strategies and the role of innovation has
become very important (Jusoh et al., 2016), (Heim et al., 2014).

This research can also reveal how different company characteristics and market segments can
influence client satisfaction (Modgil et al., 2021), (Kraus et al., 2020). Furthermore, this study will
analyze the gaps in the current literature, where only a small number of studies have specifically
examined the impact of innovation capability on the relationship between customer focus and
client satisfaction (Paudel et al., 2022), (Negri et al., 2021). This analysis of existing findings aims
to contribute to a more comprehensive understanding of how customer focus strategies, innovation
capability, and client satisfaction interact with each other (Wan et al., 2012), (Romero et al., 2016).

The gaps that exist in the literature, especially those related to mediating variables, indicate the
need for the development of better theories and methodologies to study these relationships
comprehensively (Kraus et al., 2020), (Gabelaia et al., 2004). By focusing on the IT outsourcing
industry, this research also seeks to offer practical relevance for companies in this sector,
particularly in terms of enhancing service strategies to achieve greater satisfaction (Olazo et al.,
2022). With the rapid advancement of information technology, companies must not only recognize
their clients' needs but also adapt quickly to changes through continuous innovation (Muslimin et
al., 2021), (Hanadhyas et al., 2020).

Mapping these relationships can open new avenues for further research and best practices in
service management and customer satisfaction (Win et al., 2019), (Dhayanidhi et al., 2013),
(Kosasih et al., 2019). Therefore, this literature review will explore the dynamics between
customer focus strategies and client satisfaction, with innovation capability as the mediator. This
review will also identify existing challenges and recommend areas for further research in order to
improve the academic and practical understanding of this topic (Winata et al., 2024), (Sinha et al.,
2024), (Murugeah et al., 2024), (Ghosh et al., 2024), (Gazi et al., 2024).

Methodology
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In today's competitive business landscape, IT outsourcing companies face the challenge of
increasing client satisfaction, mainly through strategies that are more oriented towards the
customer. This research aims to investigate how these strategies affect client satisfaction and the
mediating role of innovation capability. The research problem that underlies this study is the lack
of in-depth understanding of the interaction between customer focus strategies, innovation
capability, and client satisfaction, which is often not explained adequately in the existing literature
(Keng-Ooi et al., 2011).

Therefore, this study comprehensively explores the influence of customer focus strategies on client
satisfaction, emphasizing the mediating role of innovation capability (Calder et al., 2019). This
research also provides insights into how IT outsourcing companies can maximize their innovation
capability to enhance client experience and loyalty (Koohang et al., 2021). The methodology
section of this research is very important because the development of an empirical approach that
combines quantitative and qualitative methods is needed to produce strong and reliable findings
(Dwivedi et al., 2019).

The methodology adopted in this study involves surveys and interviews, which have proven
effective in previous research for gathering client perspectives and company practices (Kelly et
al., 2008). The data collected is then analyzed using Structural Equation Modeling (SEM) to clarify
the complex relationships between variables, as is commonly used in previous research (Mariani
et al., 2021). The combination of qualitative and quantitative analysis aims to provide a holistic
view of the implementation of customer focus strategies and their impact on client satisfaction
(Lee et al., 2015).

The expected outcomes of this research are to enrich the service management literature and offer
practical guidance for companies in the IT sector in developing and implementing strategies that
have a positive impact on client satisfaction and loyalty (Li et al., 2008). Appropriate
methodologies and relevant analyses will enhance the understanding of the mechanisms that link
customer focus strategies to client satisfaction, with innovation capability as a key mediator
(Dwivedi et al., 2019).

Results

In the continuously evolving and competitive IT outsourcing industry, strategies that are centered
on the customer are crucial for increasing client satisfaction. This research examines the direct
impact of customer focus strategies on client satisfaction and the mediating role of innovation
capability. Quantitative data analysis reveals a significant positive correlation between the
implementation of customer focus strategies and client satisfaction, which strongly supports the
initial hypothesis of the research (Keng-Ooi et al., 2011).
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Innovation capability is proven to effectively mediate this relationship. Increasing innovation
capability expands service offerings and enhances clients’ perceptions of the quality of service
provided (Calder et al., 2019). These results are consistent with previous research that highlights
how service innovation directly improves the overall customer experience (Koohang et al., 2021).
Previous studies have shown that strategies that focus on the customer contribute significantly to
long-term client value (Dwivedi et al., 2019). This research deepens that understanding by showing
that innovation capability significantly mediates and boosts client satisfaction and loyalty. Clients
respond positively to service innovation in communication and service delivery (Kelly et al.,
2008).

Despite the existing research on customer focus strategies and client satisfaction, only a small
number of studies have specifically examined the mediating role of innovation in the IT industry
(Mariani et al., 2021). This research fills this gap by providing empirical evidence of how
innovation capability strengthens the impact of customer focus strategies on client satisfaction.

Discussion

This research provides strong empirical evidence of the importance of customer focus strategies
in increasing client satisfaction in the IT outsourcing industry. The research findings indicate that
when IT outsourcing companies prioritize understanding and fulfilling client needs, there is a
direct positive impact on the level of client satisfaction. This is consistent with previous research

that has identified customer orientation as a key factor for success in the service industry (Keng-
Ooi et al., 2011).

Furthermore, this research highlights the important role of innovation capability as a mediator in
the relationship between customer focus strategies and client satisfaction. Innovation capability
enables companies to develop more relevant and personalized solutions, improve service quality,
and ultimately increase client satisfaction. These findings underscore the importance of innovation
as a main driver of competitive advantage in the dynamic and competitive IT industry (Dwivedi
etal., 2019).

Practical Implications

The findings of this research have significant practical implications for managers in I'T outsourcing
companies. First, companies need to realize the importance of customer focus strategies and
integrate them into their organizational culture. This means not only listening to client needs but
also proactively anticipating and fulfilling their expectations.

Second, companies need to invest in developing their innovation capabilities. This includes
developing employee skills, adopting new technologies, and creating an environment that
encourages experimentation and creativity. By having strong innovation capabilities, companies
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can be more effective in implementing customer focus strategies and providing greater value to
their clients.

Third, this research shows that innovation is not only important for client satisfaction but also for
client loyalty. Therefore, companies need to focus on developing innovative solutions that not only
meet current client needs but also anticipate their future needs.

Fourth, these findings are also relevant for industries other than IT. In any industry where customer
satisfaction and loyalty are crucial, companies can benefit from implementing customer focus
strategies supported by innovation capabilities.

Research Limitations and Future Research Directions

This research has several limitations that need to be acknowledged. First, this research focuses on
the IT outsourcing industry in Indonesia. Therefore, the findings of this research may not be
generalizable to other industries or countries. Future research can expand the geographical and
industrial scope to test the validity of these findings in different contexts.

Second, this research uses surveys and interviews to collect data. Although these methods are
effective for gathering data about perceptions and attitudes, they may not fully capture the
complexity of the relationships between the variables studied. Future research can use longitudinal
or experimental research methods to provide stronger causal evidence.

Third, this research focuses on the mediating role of innovation capability. Future research can
explore other variables that may mediate or moderate the relationship between customer focus
strategies and client satisfaction, such as relationship quality, trust, or commitment.

Conclusion

This research provides strong empirical evidence of the importance of customer focus strategies
and innovation capability in increasing client satisfaction in the IT outsourcing industry. The
research findings indicate that customer focus strategies have a significant positive influence on
client satisfaction, and that innovation capability acts as a mediator that strengthens this
relationship. Companies that prioritize understanding and fulfilling client needs, and that invest in
developing their innovation capabilities, are better able to provide high-quality services, increase
client loyalty, and achieve competitive advantage.
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