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Abstract: The telecommunications industry has turned into social and communication-

oriented services, along with declining voice services. In line with these changes, the 

telecommunications industry must adjust to market changes. One of the service changes that 

occurred was the emergence of mobile advertising services. The aim of this research is to build 

a mobile advertising service model that serves to form value co-creation for the industry of 

mobile telecommunications in Indonesia. The study used a sample of the broadband 

community of users from the largest mobile telecommunications provider in Indonesia. They 

involved their customers as part of service delivery in the company to co-create the value. The 

number of participants was 284. The sampling technique that was used was non-probability 

sampling. The data analysis was carried out using Structural Equation Modelling (SEM). The 

result of this study is to find a mobile advertising model for the formation of value co-creation 

for the industry of mobile telecommunications.  

Keywords: mobile advertising, service-dominant logic, structural equation modelling (SEM), 

telecommunication, value co-creation 

Introduction 
The process of co-creation in marketing is undergoing very rapid changes, becoming more 

complex, following digital processes, and more systemic (Hartmann, Wieland & Vargo, 2018; 

Moncrief, 2017; Akaka & Vargo, 2014). This is due to the changes in the business itself where 
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the digitalization approach is increasingly used. This change makes the process of value co-

creation not only occur in the sales process between customers and companies, but also 

influenced by other things, both external influences, such as technological changes, and 

influences within customer interaction and the company itself, such as different levels of 

customer preferences (Steward et al., 2019; Lemon & Verhoef, 2016). This condition presents 

a challenge in understanding the value of co-creation further, as the buying process is not only 

limited to the relationship between customer and company, but also includes various factors 

and other entities. (Lemon & Verhoef, 2016). 

According to Lim, Yap & Lau (2011), the success of mobile advertising services depends mostly 

on the interaction between customers and the content of the products that are being offered. 

Because of that, the empowerment of information, ease of access to technology with the 

support of network strength, and active customers are expected to encourage value co-

creation. 

Purchase decisions by customers are closely related to business relationships within a 

company. This decision-making is influenced by several factors, including emotional and 

rational aspects (Kotler & Keller, 2015). The rational aspects such as product quality, 

technology, and after-sales service are more important than the emotional aspects, such as 

risk reduction, certainty, trust, and the close relationship between the company and customer 

(Lin et al., 2018). Although the rational aspect is more important than the emotional aspect, 

the emotional aspects such as how to form a close reciprocal relationship between the 

customer and the company still cannot be ignored completely.  

The strength of the rational aspects of a product, which are compared to the emotional aspects 

in the context of the establishment of co-creation value, especially in the Mobile Advertising 

industry of the telecommunications market, became one of the research gaps in previous 

studies. A study of Bae & Zamrudi (2018) on social media mentioned that the introduction of 

the characteristics and needs of each customer is very useful to increase consumer satisfaction. 

Research that was conducted by Gaber, Wright & Kooli (2019) investigated the customer 

experience of the community using Instagram ads, concluding that the high interaction 

between communities is influenced by customer perceptions about content usability, 

entertainment, credibility and lack of irritation from ads on Instagram itself. This issue was 

another research gap and it became one of the reasons underlying this study. Besides, previous 

studies had paid less attention to the study of value co-creation in digital marketing because 

of the opinion that the decision-making process is more rational and focuses on the 

assessment of rational quality, so that there is no individual emotional aspect that is involved 

(Sinclair & Seward, 1988). However, other studies have shown that the emotional aspect needs 

to be further studied, as value co-creation is important and able to affect the purchase 
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decision-making process (Lin et al., 2018) and is expected to increase value co-creation 

(Murillo, Merino & Núñez, 2016).  

Based on the above background, the research questions can be formulated as follows: What is 

the right mobile advertising service model and can it be used as a guide to implement the 

concept of value co-creation in the cellular telecommunications industry in Indonesia? 

Material & Methods 

Location and research object 

In this study, the purposive method approach was used by choosing a location where 80% of 

national advertisers were located and made ad bookings. 

This study was conducted in Jakarta for six months (October 2020–March 2021). The 

research object that was used in this study was broadband users, who get a mobile advertising 

campaign with certain profiling. They should have active Internet status. Besides, they had to 

be smartphone users whose phones used a modern operating system such as Android or IOS 

(because in Indonesia there are many people who use old handsets with Symbian, Java, etc.). 

The other requirement was their average revenue per unit (the total revenue divided by the 

number of subscribers) must above IDR 100,000. They also were always getting a mobile 

advertising campaign in the first half of 2020 and doing a performance-based activity (install, 

acquisitions, purchases). 

Data analysis methods 

Based on these criteria, there were 284 respondents. The basic method that was used was 

mixed methods that combined qualitative and quantitative approaches (Creswell, 2015). This 

study applied the descriptive analysis method and Structural Equation Modelling (SEM). 

Descriptive analysis aimed to get an overview of the characteristics of respondents (profile and 

behaviour of respondents), while SEM analysis aimed to test the static and causal model. SEM 

had the facilities that were needed in this study, namely: having causality facilities that 

examined the relationship between variables as a unit; facilities that measured variables 

indirectly and detected measurement errors; as well as facilities that identified the interactions 

between variables. (Hair et al., 2019). 

Research variables 

The variables included both independent and dependent variables. An independent variable 

was a variable that described or affected another variable (an exogenous variable with an X 

indicator), while a dependent variable was a variable that was described or was affected by an 
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independent variable. Dependent variables were referred to as endogenous variables, with a 

'y' indicator. These variables, both exogenous and endogenous latent variables, were measured 

by several questions where each question was made according to its indicators. The scale of 

the data that was used in the measurement of indicator variables was performed using the 

Likert and Semantic Differential rules with a scale of 1 to 5, where 1 = strongly disagree and 

5 = strongly agree. 

The structural model of the study describing the interaction between the research variables 

can be seen in Figure 1. 

 
Figure 1. Conceptual Framework 

Hypotheses 

H1: Customer Purposes have significance positive effect on Consumer 
Engagement 

Erat et al. (2006) and Joshi & Sharma (2004) in the context of customer knowledge 

management stated that the customer's goal to exchange knowledge is the key to success in 

attracting customers to engage in participation. This proved to be applicable in the context of 

an online community. The stronger the fulfillment of customer goals, the stronger the courage 

of consumers to participate and interact with the company will be. 

H2: Customer Purposes have significance positive effect on Attitude Toward 
Online Ads 

Menon & Soman (2002) investigated that the power of a customer's goal is based on customer 

curiosity about the ads that appear on the Internet. Their research resulted in the fact that 

curiosity about an ad will improve the quality of the customer aiming to get information from 

a particular product. In another study, Zhang & Katona (2015) stated that the goal of 
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customers to get clear information from advertisers can encourage customers to have both 

positive and negative attitudes towards ads that appear. 

H3: Customer Purposes have significance positive effect on Click-through Rate 
(CTR) 

Baltas (2003) argued that one of the factors supporting the high Click-through Rate (CTR) in 

online advertising is the emergence of a sense of pleasure, where the value of pleasure is 

obtained by customers from the results of customer interaction in online activities. The 

purpose of pleasure and entertainment includes aspects of pleasure, entertainment, escape, 

and the like. 

H4: Information Searching Effectiveness has significant positive effect on 
Consumer Engagement 

Williams (2013) stated that the fulfillment of significant information searching effectiveness 

will further improve the customer engagement process. The study found a new causality in the 

context of online communities, stating that information searching effectiveness significantly 

affects online consumer engagement. Another study by Garman (2013) also mentioned a 

similar thing, that information searching effectiveness causally affects customer engagement.  

H5: Information Effectiveness has significant positive effect on Attitude Toward 
Online Ads 

Smith Ducoffe, Tromley & Tucker (2006) found that Internet advertising must have 

information searching effectiveness that is effective to support the attitude of ad acceptance 

from customers, including that those ads must have informative, entertaining, useful, 

valuable, and important characteristics. Schlosser, Shavitt & Kanfer (2009) corroborated this 

opinion by conducting a survey of 400 respondents and found that there was no opinion of 

most respondents about the use of advertising on the Internet: respondents' opinions were 

divided into three parts (likes, dislikes, and normal attitudes) to ad acceptance. 

H6: Information Searching Effectiveness has significant positive effect on CTR 

The MMA (Mobile Marketing Association), an organization that regulates the standardization 

of Mobile Advertising services, mentions that effectiveness in the search for product 

information can increase the effectiveness of a CTR campaign (Mobile Marketing Association, 

2018). Several previous studies have also confirmed a positive relationship between 

effectiveness in the search for product information and an increase in the effectiveness of CTR 

(Jin & Jun, 2011; Ju, 2013). 

H7: Communication has significant positive effect on Consumer Engagement 

Communication has a significant effect on the formation of engagement. This statement is in 

harmony with Wagner & Majchrzak (2006), who state that communication built on interactive 
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attributes can build customer engagement. Wagner & Majchrzak (2006) also state such 

causality in the context of the relationship with the offer or activity provided by the company. 

Narayen (2007) added that consumer engagement is the intensity of customer participation 

with both company representation and other customers in the process of knowledge exchange 

collaboration. 

H8: Communication has significant positive effect on Attitude Toward Online 
Ads 

Previous research has shown that the similarity of communication between individuals 

(homophily) who are targeted by mobile advertising services affects customer acceptance 

attitudes towards the advertising that appears (Chung & Holdsworth, 2012; Brynjolfsson, Hu 

& Rahman, 2013). Research by Murillo, Merino, & Núñez (2016) also confirms that not only 

homophily, but also good communication is needed, which is reflected by the homophily 

dimension and community activity level in each customer. 

H9: Communication has significant positive effect on CTR 

Customers are less likely to be attracted to uncommunicative ads and annoying ads (Smith 

Ducoffe, Tromley & Tucker, 2006). According to other studies, the same customer profiling 

factor when obtaining ads makes customers further encourage the level of customer activity 

in buying products offered by advertisers, so that proper customer profiling becomes a 

keyword (Kim & Sundar, 2010; Tassi, 2013).  

H10: Consumer Engagement has significant positive effect on Value Co-
Creation 

Vivek (2009) builds a model of consumer engagement in which the intensity of consumer 

engagement relates positively to the value received by both consumers and companies, both 

extrinsic and intrinsic values. In addition, Prahalad & Ramaswamy (2004) also built a 

consumer engagement construct where consumer engagement encourages the process of 

value co-creation.  

H11: CTR has significant positive effect on Value Co-Creation 

CTR is the number of click-throughs as a percentage of the number of ad units that appear. 

According to Nihel (2013), CTR analysis of banner ads is believed to be the most common way 

to attract customers and engage them in the selection of brands or products from advertisers. 

Some previous studies (Dreze & Hussherr, 2003; Faber, Lee & Nan, 2004; Gong & Maddox, 

2003) stated that CTR activity is directly proportional to the value of co-creation.  
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H12: Attitude Toward Online Ads has significant positive effect on Value Co-
Creation 

Some previous studies have believed that acceptance of online advertising has a significant 

influence on the value of co-creation (Bauer et al., 2005; Jayawardhena et al., 2009). 

Jayawardhena et al. (2009) further stated that the purpose of receiving a positive attitude also 

makes customers re-purchase the products offered, so the positioning of advertisements must 

be appropriate to support the creation of a positive attitude from customers.  

H13: Attitude Toward Online Ads has significant positive effect on Consumer 
Engagement 

The Marketing Science Institute (MSI) tracks consumer engagement based on the background 

of changing communication technologies and market globalization. Rapid changes in 

communication technology as well as the globalization of the market have created greater 

prospects and customer communities than many previously isolated conditions. Fremlin 

(2012) proves that the online environment increases the engagement and activity of members 

interacting.  

H14: Attitude Toward Online Ads has significant positive effect on CTR 

Attitude of acceptance towards online advertising becomes a major factor in various research 

on online advertising (Achadinha, Jama & Nel, 2014; Muk & Chung, 2015). When customers 

already have a positive attitude towards the acceptance of ads, this will encourage customers 

to do buying activities (click) in the ad, so this will encourage the high CTR value of mobile 

advertising services.  

Results 

Descriptive statistics  

There were 284 respondents who were involved in this study. The questionnaire (in 

Indonesian) is given in the Appendix. The distribution of the respondents was dominated by 

males (56%), people who were aged between 31-40 years (40%), married people (67%), people 

who lived in DKI area (Jakarta) (47.5%), people who worked as an entrepreneur (68%), and 

people with undergraduate education (37%). Customer profiling was the main reason to use 

mobile advertising services, with the percentage of 50%. A total of 40.8% of customers were 

accessing mobile advertising services for 6 to 7 times every day. The revenue level of 

advertisers increased by 72.9% after using mobile advertising services. 

Mobile advertising model 

Based on the structural model that had been presented in the mind map as shown in Figure 1, 

the study was carried out with SEM tools using the unweighted least squares (UL) rules to 
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determine the coefficient values in the model and the contribution of each exogenous latent 

variable to its endogenous latent. The results of the model coefficient test can be seen in Figure 

2.

 

Figure 2. Coefficient of Structural Equations Model of Mobile Advertising 

Hypothesis testing, validity, and reliability of the model were conducted using the P-value 

indicator, RMSEA (Root Mean Square Error of Approximation), and t values. It is a stable and 

reliable model if the P-value > 0.05 or RMSEA ≤ 0.08 and t value > 1.96 (Hair et al., 2019). 

P-value or significant probability showed how well the model described the population, while 

RMSEA indicated the total error. The result of the model test showed that the P-value was 

0.10386 (it would meet the criteria if the P-value > the requirement of 0.05) and RMSEA 0.012 

(it would meet the criteria if the RMSEA ≤ 0.08). Thus, it met the criteria, showing that the 

data taken is in accordance with the developed model.  

The detail results for the SEM modelling are shown in Table 1. 

Table 1. Goodness-of-Fit Test Results 

Item Standard value Result Remark 

Root Mean Square Residual (RMR) ≤ 0,05 or ≤ 0,1 0,01 Good Fit 
Root Mean square Error of Approximation 
(RMSEA) 

≤ 0,08 0,012 Good Fit 

Goodness of Fit (GFI) ≥ 0,90 0,94 Good Fit 
Adjusted Goodness of Fit Index (AGFI) ≥ 0,90 0,92 Good Fit 
Comparative Fit Index (CFI) ≥ 0,90 0,92 Good Fit 
Normed Fit Index (NFI) ≥ 0,90 0,93 Good Fit 
Non-Normed Fit Index (NNFI)  ≥ 0,90 0,93 Good Fit 
Incremental Fit Index (IFI)  ≥ 0,90 0,96 Good Fit 
Relative Fit Index (RFI)  ≥ 0,90 0,96 Good Fit 
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An overview of the coefficients (loading factors) of the structural equations and t-values can 

be seen in Table 2. 

Table 2. The Coefficient of the Model and t-values 

 

Discussion 
The formation of value co-creation in mobile advertising was directly influenced by the 

attitude toward online ads (= 0.40) and consumer engagement (= 0.81). On the other side, it 

was indirectly influenced by customer purpose (= 0.39), online community engagement 

(= 0.2), and communication (= 0.27). The attitude towards online ads was significantly 

positive on the value of co-creation (= 0.40 and t = 5.31). The customer attitude towards the 

company and the brand that gets stronger will increase the value co-creation, and the more 

value co-creation in the company, the more valuable the mobile advertising platform will be. 

In the long run, the value co-creation is beneficial for increasing consumer engagement, 

customer loyalty, and customer interaction with the company. On the other hand, the value 

co-creation provides useful values for both consumers and companies for short-term 

purposes. In general, there are three values that can be generated in the value co-creation 

process on the mobile advertising platform, namely: the value that is generated from the 

existence of a platform that unites consumers with certain interests and demographics; the 

value that is generated through content contributions or co-production; and the value that is 

generated through commerce or commercial activities. A platform that is able to survive and 

is sustainable will provide a value to all stakeholders. 

The consumer engagement significantly influenced the value co-creation (= 0.81 and t = 5.41). 

The results of this study reinforce the statement of Vivek (2009), which built a model of 
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consumer engagement where the intensity of consumer engagement related positively to the 

value that is received by both the consumers and companies, both extrinsic and intrinsic 

values. The results of the study are also in line with the construct of consumer engagement 

from the study of Prahalad & Ramaswamy (2004), where consumer engagement encouraged 

the occurrence of the value co-creation process. The study also reinforces the statement of 

Jacobson (2015) that there is a positive correlation between online interactions and the value 

of intrinsic experiences that are felt by the customers. Stronger consumer involvement tends 

to potentially generate intrinsic values in addition to extrinsic values, which in turn creates the 

value co-creation for companies and consumers. 

The variables of the attitudes towards online ads, CTR, and consumer engagement are 

generated from customer purpose, information searching effectiveness, and communication. 

The causality that states that the attitude toward online ads and consumer engagement 

significantly affects the value co-creation is a new causality in the context of mobile advertising 

research. 

Moreover, CTR is a percentage form to calculate the number of clicks and the number of ad 

units shown. As explained by Nihel (2013), CTR analysis of banner ads is believed to be the 

most common way to attract customers and engage them in the selection of brands or products 

from advertisers. From this study, CTR did not have significant and direct effect on the 

formation of value co-creation. The tests showed that t = -0.13 (smaller than 1.96) and so was 

insignificant. The effect of this CTR hypothesis was that the establishment of the value co-

creation was not accepted or rejected. However, if we look further in this study about the 

variables forming the CTR variables, there are two variables that have significant effect, 

namely customer’s purpose and communication.  

According to the results of this study, it is known that communication significantly affects the 

CTR (= 0.19 and t = 2.31). Stronger communication will build a greater CTR. Communication 

as a second-order variable is built from the first-order variables of interactivity, homophily, 

and community activity level. Causality that states that communication significantly affects 

CTR is a new causality in the context of mobile advertising research. Communication is one of 

the factors that influences CTR and then builds customer loyalty behaviour in the context of 

financial services (Auh et al., 2007). Innovation in improving CTR is a form of communication 

(Gustafsson, Kristensson & Witell, 2012). Johansen & Andersen (2012) added that integrated 

communication generates benefits in the context of marketing and corporate communication. 

Causality that states that communication affects CTR is also proven to be significant and can 

be applied in the context of mobile advertising platforms. 
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Furthermore, customer’s purpose has a significant effect on the formation of the value co-

creation with a positive coefficient (= 0.35) and t = 2.7. This causality is new in the context of 

mobile advertising studies. Breazeale (2010) explained the concept of customer bonding in the 

context of marketing in general and stated that the process of integrative customer formation 

began from the process of customer reaction to select, consume, and build relationships with 

the company. The results of this study showed that the stronger the customer’s purpose, the 

stronger the formation of the CTR. The biggest contributor to the customer’s purpose is the 

fulfillment of networking objectives and knowledge acquisition objectives. The fulfillment of 

customer’s purpose against all dimensions in a balanced manner will build the CTR. The 

results of this study also corroborate the theory of Service-Dominant Logic (SDL) as the 

formation of value co-creation, where, in mobile advertising services, any individual or group 

that wishes to benefit more from this exchange must have understanding and knowledge, and 

must contribute to the exchange process itself. 

Managerial implications that can be proposed to follow up on the study are enhancing the 

capabilities of the companies and customers to have an open dialogue, provide a large 

customer role to share, and implement transparency to build long-term relationships. 

Companies can also build an idea creation system to engage as many customer ideas as 

possible as part of the innovation process by establishing evaluation methods, implementing 

ideas as well as incentivizing those who are involved in the co-production process. Another 

important implication is to segment mobile advertising customers and build customer’s 

purpose fulfillment programs according to their segment in the formation of value co-creation. 

Customers in a segment of young people and dominant to the purpose of pleasure are involved 

in co-production programs in the form of sharing articles, stories, or games that can create 

pleasure in customers. Adult segment customers who are dominant towards the purpose of 

socialization are involved in professional sharing activities as well as offline meeting activities. 

Companies can provide education to customers that mobile advertising platforms can be 

applied and utilized for many aspects, not only for pleasure, such as advertising, games, and 

the like, but also for more useful purposes, such as research, education, knowledge sharing, 

health, finance, productivity and so on. Companies also must ensure the effectiveness of 

information search by providing fast information access, developing a wide network of 

infrastructure, providing the right application tools, and updating the design of mobile 

advertising platforms by engaging customers in the co-production process.  

Conclusion 
This study shows that the formation of value co-creation in mobile advertising is shown by the 

formation of customer’s purpose, information searching effectiveness, and communication, 
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which results in a positive attitude toward online ads and strong consumer engagement, both 

for the brands and the companies. The process eventually forms value co-creation as a benefit 

that is felt, by both customers and companies. It is measured based on some indicators, such 

as the connection with the company, goodwill, intention to do business, and affective 

commitment. 

The company's strategies in managing mobile advertising in building value co-creation are as 

follows: 

a) Improve the company's ability to have an open dialogue with customers, provide 

greater customer roles, and support customer innovation ideas as part of the value co-

creation process; 

b) Build a customer idea creation system as part of the innovation process by establishing 

evaluation methods, implementing ideas, and incentivizing those who are involved in 

the co-production process; 

c) Provide leadership support from the company by ensuring the presence of a facilitator 

who can encourage the customers to be more actively interactive and share, and at the 

same time collaborate on, existing thoughts. 

Limitation and suggestions 

The limitation of the present study and proposed suggestions for future studies are as follows. 

a. This study used objects oriented in the common interest of a mobile advertising 

platform in one mobile telecommunication company in Indonesia. The next study can 

be developed on other types of mobile advertising platforms with the same and 

different industries to strengthen the mobile advertising model in producing value co-

creation in the broadband industry in general. Generalization of the results of the study 

is more appropriate if the mobile advertising platform that is used as a research object 

has a high level of member participation in subsequent research. 

b. A mobile advertising platform that generates value co-creation for the mobile 

telecommunications industry requires customer education that is conducted 

comprehensively by the businesses of mobile telecommunications companies, 

regulatory bodies, and academics to show that mobile advertising can be used for more 

useful purposes, such as research, education, knowledge sharing, and other things. 
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