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ABSTRACT
Customer satisfaction is a critical determinant of business sustainability and | Keywords: Pricing
growth, influencing customer loyalty, company reputation, and competitive | Strategy, Service
positioning. This study systematically reviews the interplay between pricing | Quality, Customer
strategies and service quality as key drivers of customer satisfaction. | Satidfaction
Employing a Systematic Literature Review (SLR) method guided by the
PRISMA framework, 25 relevant articles were analyzed to synthesize
insights into this dynamic relationship. The findings reveal that effective
pricing strategies, including value-based, competitive, and dynamic pricing,
significantly impact customer satisfaction by aligning price with perceived
value. Simultaneously, high service quality, measured through the
SERVQUAL dimensions (reliability, responsiveness, assurance, empathy,
and tangibles), enhances customer experiences and fosters loyalty. The
study underscores the critical interdependence of these factors,
demonstrating that businesses must balance competitive pricing with
superior service delivery to optimize customer satisfaction. This research
provides a framework for companies to strategically integrate pricing and
service quality, addressing market-specific challenges and leveraging
opportunities for long-term success. Future studies are encouraged to
explore the role of technological advancements, such as Al-driven pricing
models and personalized service innovations, in further enhancing customer
satisfaction in dynamic and competitive markets.

INTRODUCTION

In the contemporary business environment, the ability to maintain customer
satisfaction is a crucial determinant of a company's long-term viability and growth.
Customer satisfaction, in addition to fostering customer loyalty, can also influence a
company's reputation and its competitive standing in the market. Two primary factors
often identified as key determinants of customer satisfaction are pricing strategy and
service quality.

An effective pricing strategy enables companies to offer value that aligns with
customer expectations. Customers typically compare prices with the benefits they
receive, emphasizing the importance of aligning price and perceived value.
Additionally, superior service quality significantly contributes to a positive customer
experience. Responsive, friendly, and personalized service can directly enhance
customer satisfaction.

However, difficulties emerge when companies must reconcile the dual
objectives of offering competitive pricing and maintaining service quality. Prices that
are too low may precipitate a decline in service quality due to resource constraints.
Conversely, prices that are excessively high may engender a sense of insufficient
value among customers, thereby negatively impacting their satisfaction.
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The objective of this research is to examine the potential for optimizing pricing
strategies and service quality improvements simultaneously, with the goal of achieving
the highest levels of customer satisfaction. By elucidating the interrelationship
between these two factors, companies can develop a more efficacious approach to
meeting customer needs while simultaneously attaining their business objectives.
Furthermore, this research is anticipated to yield novel insights into the manner in
which an optimal combination of strategies can enhance competitiveness in a dynamic
market.

1. Pricing Strategy

Pricing strategy is the approach or method used by companies to determine the
price of their products or services in order to achieve specific business objectives. In
order to be effective, pricing must consider a variety of factors, including production
costs, the perceived value of the product or service by customers, competitor prices,
and market conditions.

As posited by Kotler and Keller (2016), pricing serves not only to cover costs and
generate profits, but also to play a strategic role in influencing customer perceptions
and creating competitiveness.

Pricing strategy is a crucial aspect for any company, as it can influence profitability.
Setting the optimal price can help businesses generate the greatest revenue and
profit. A pricing strategy that is both competitive and attractive to customers will help
a company to attract and retain customers. Prices affect the attractiveness of products
in the market and customer perceptions of value. Therefore, companies that have
competitive prices will be better able to survive in market competition. This will result
in customers continuing to see our products because our prices are competitive in
comparison to those of other competitors. In addition, a pricing strategy can also be
used to manage demand. For example, a discount or promotion strategy will generate
customer desire to buy the product offered because there is a discount or promotion.

In determining a price, there are several factors that must be considered

including:

a. Costis a significant factor that must be taken into account, including production,
distribution, and marketing costs. These costs must be covered by the minimum
price to avoid financial losses.

b. Market Demand: Prices are influenced by the elasticity of demand and supply,
which can be observed by examining the extent to which customers are
sensitive to price changes.

c. Competition: The pricing strategies of rival companies can exert an influence
on the pricing decisions of a given company.

d. Perceived Value by Customers: It is essential for companies to assess how the
price of their products aligns with the value that customers ascribe to them. This
is a crucial aspect that can significantly impact customer satisfaction.

In establishing a price, it is essential for the company to be meticulous in order to
ensure that the price offered aligns with market conditions. There are various
approaches to pricing, including:

a. Cost-Based Strategy

1) Cost-Plus Pricing: This method entails adding a certain profit margin on top

of the production costs. To illustrate, if the production cost is Rp100,000, a
20% profit margin would result in a selling price of Rp120,000.
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2) Break-Even Pricing: The determination of a price point that will result in
revenue equaling the total costs incurred.

b. Value-based strategy

1) Value-Based Pricing: A pricing strategy that is based on the customer's
perceived value of the product, rather than solely on the cost.

2) Premium Pricing: The practice of charging a premium price for a product that
reflects its quality or exclusivity.

c. Competition-Based Strategy

1) Competitive Pricing: The practice of setting prices in accordance with the
pricing strategies employed by competitors.

2) Penetration pricing is the practice of offering low prices to attract new
customers or enter new markets.

3) Skimming pricing is a pricing strategy that begins with a high price and then
decreases it over time. This strategy is often employed for innovative
products.

d. Discount and Promotion Strategy

1) Seasonal Pricing: The implementation of discounts at specific points in time,
such as the conclusion of the fiscal year.

2) Bundle Pricing: The practice of offering products in packages at a lower price
than the sum of the individual purchases.

e. Dynamic Strategy

Dynamic Pricing: The pricing of a product or service is subject to change based

on market conditions or demand in real time. This is exemplified in the online

transportation business.
2. Quality of Service

The term "service quality" is used to describe the extent to which the services
provided meet or exceed customer expectations. It is important to note that service
guality is not solely determined by the end result that customers receive; rather, it also
encompasses the process of interaction between customers and service providers.
The concept of service quality is widely regarded as a crucial factor in fostering
customer satisfaction and loyalty.

As postulated by Parasuraman, Zeithaml, and Berry (1988), the concept of service
guality can be defined as the discrepancy between customers' expectations of the
service and their perceptions of the service received. It can be inferred that the smaller
this discrepancy, the higher the perceived service quality.

The SERVQUAL model, developed by Parasuraman et al. (1988), is one of the
most widely utilized frameworks for evaluating service quality. This model
encompasses five primary dimensions:

a. Reliability: The capacity to provide the promised service in a consistent,

accurate, and dependable manner.

b. Responsiveness: The willingness to assist customers and provide services in a

prompt manner.

c. Assurance: The knowledge, courtesy, and ability of employees to instill trust and

confidence in customers.

d. Empathy: The provision of individualized attention and care to customers.

e. Tangibles: The physical aspects of the service environment, including the

appearance of facilities, equipment, employees, and communication materials.
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This dimension enables organizations to identify areas for improvement in service
delivery.

For organizations, customer quality is of great consequence. One objective is to
enhance customer satisfaction. The provision of high-quality service optimizes the
customer experience, ensuring that it aligns with or surpasses their expectations
(Zeithaml et al., 1990). Subsequently, the provision of excellent customer service can
foster customer loyalty. When customers are consistently and satisfactorily served,
they are more likely to remain loyal to a particular company or brand (Kotler & Keller,
2016). Moreover, a company that prioritizes customer quality will enhance its
reputation. High-quality service fosters a positive image of the company among
customers and society, thereby enabling it to compete effectively in the market.
Service quality becomes a significant differentiating factor that competitors find
challenging to replicate.

3. Customer Satisfaction

Customer satisfaction can be defined as the level of satisfaction that customers feel
when comparing their expectations of a product or service with the actual experience
they receive. If the customer's experience exceeds expectations, they tend to be
satisfied or even highly satisfied. Conversely, if their experience is below expectations,
the customer is dissatisfied.

As defined by Kotler and Keller (2016), customer satisfaction can be understood as
"a person's feeling of pleasure or disappointment that arises after comparing the
perceived product performance with their expectations.

A customer is defined as an individual or organization that purchases products or
utilizes services offered by a company. The role of customers in business continuity is
of significant importance, as they represent the primary source of revenue and the
focal point of all marketing activities. It is of great importance to consider customer
satisfaction, as it can lead to increased customer loyalty. Satisfied customers are more
likely to remain loyal to a particular brand or company. Furthermore, focusing on
customer satisfaction can enhance the company's reputation, fostering a positive
image. This can reduce the likelihood of customers switching to competitors, and can
also lead to increased profits due to the propensity of satisfied customers to make
repeat purchases and recommend products to others.

There are several factors that can affect customer satisfaction, including:

a. Product or Service Quality: The degree to which products or services meet or
exceed customer expectations directly correlates with the level of satisfaction
experienced by the customer.

b. Price. The alignment between the price and the value of the product or service
affects customer satisfaction.

c. Service Quality: The provision of friendly, expedient, and responsive service
enhances the customer experience.

d. Customer Expectations: The degree of satisfaction experienced by customers
is significantly influenced by their realistic expectations of the product or service
in question.

e. Previous Experience: Previous experience with the company also affects
customer satisfaction.

At least three indicators of customer satisfaction have been identified, including:

a. Net Promoter Score (NPS): This metric gauges the probability that a customer
will recommend a product or service to others.
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b. Customer Retention Rate: This indicator measures the percentage of
customers who continue to utilize the company's services within a specified time
frame.

c. Customer Feedback: Utilizes surveys or direct feedback to assess customer
satisfaction.

METHOD

This research is a systematic literature review on pricing strategies and
improving service quality to optimize customer satisfaction. It employs the Systematic
Literature Review (SLR) approach and follows the PRISMA (Preferred Reporting Items
for Systematic Reviews and Meta-Analysis) framework. The following steps are
recommended for this research method:

a. ldentify pertinent keywords and search strategies to retrieve pertinent studies
from the Scopus and Google Scholar databases.
b. The studies are selected based on predetermined criteria, following the

PRISMA flow (identification, screening, eligibility, and inclusion).

c. The relevant data from the selected studies must be extracted, including author
information, year of publication, methodology, main findings, and so forth.

By following these steps, a systematic literature review can be conducted in a
comprehensive, transparent, and structured manner to explore and synthesize
evidence from previous studies related to pricing strategies and service quality with
the objective of optimizing customer satisfaction. The PRISMA approach will assist in
reporting the process and results of the literature review in a clear and systematic
manner (Page et al., 2021).

In this study, the reference collection process was conducted using the
Covidence tool. In conducting literature searches, researchers utilized the Covidence
application, which is integrated with the API key from the Scopus search engine and
Google Scholar. The selection of the Scopus search engine was made with the
intention of obtaining reputable scientific literature, while the choice of Google Scholar
was made with the intention of obtaining more general scientific literature.

The search process yielded a total of 123 articles, comprising 73 articles from
Scopus with a publication year range spanning from 2021 to 2024 and 50 articles from
Google Scholar with a publication year between 2019 and 2020. The subsequent step
is to screen the articles by examining the topics and abstracts that are pertinent to the
researcher's interests. The results of this screening process yielded 43 articles that
met the requisite criteria. The final step is to review the full text of the 43 articles,
resulting in the exclusion of 18 articles. Twelve articles could not be accessed in full
text, two articles included irrelevant design studies, two articles addressed different
factors, and two articles focused on different populations. Consequently, a total of 25
articles are suitable for discussion.

The results of the literature search conducted using Covidence are presented
in the image below:
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RESULTS AND DISCUSSION
Table: | Prism diagram results

No Author Title Method
1. (Afthanorhan dkk., Assessing the effects of service quality on Quantitative, the method of
2019) customer satisfaction confirmatory factor analysis
and structural analysis using
Analysis Moment of
Structure (AMOS 21.0)
2. (Ahmed, 2023) The intricate relationships of consumers’ Quantitative using patrtial
loyalty and their perceptions of service quality, Least Squares Structural
price and satisfaction in restaurant service Equation Modeling (PLS-
SEM) was used to evaluate
the research data with
SmartPLS 3.3.3
3. (Alzoubi & Inairat, Do perceived service value, quality, price Quantitative
2020) fairness and service recovery shape customer
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Title

satisfaction and delight? A practical study in
the service telecommunication context
The interrelationship between internal
marketing, employee perceived quality and
customer satisfaction—a conventional banking
perspective

Effects of logistics service quality and price
fairness on customer repurchase intention:
The moderating role of cross-border e-
commerce experiences

Determinants of service quality influencing
customer satisfaction in fithess centers: A
systematic review
Impact of service quality on customer loyalty
and customer satisfaction in Islamic banks in
the Sultanate of Oman

The impact of service quality on customer
satisfaction: A case study on nekemte
municipality, Oromia Region, Ethiopia

Exploring Airbnb service quality attributes and
their asymmetric effects on customer
satisfaction
The influence of product quality, service
quality and price on customer satisfaction and
loyalty
Key Factors Shaping Customers' Satisfaction
and Reuse Intentions: An Extensive
Systematic Review

The impact of service quality on customer

loyalty of Myanmar hospitality industry: the
mediating role of customer satisfaction

The Moderating Effect of Review Involvement
on the Relationship between Low-Cost
Carriers Service Quality and Customer
Satisfaction
The Impact of Prices and Distribution on
Customer Satisfaction in the Pharmaceutical
Industry of Kazakhstan
The impact of Umrah service quality on
customer satisfaction towards Umrah travel
agents in Malaysia

Sustainable Development Strategy of Low-

Cost Airlines: Empirical Evidence for Indonesia
Based on Analysis of Passenger Loyalty
Research on the influence of after-sales

service quality factors on customer satisfaction

Effect of brand image, the quality and price on
customer satisfaction and implications for
customer loyalty PT Strait Liner Express in

Jakarta
Impact of service quality and perceived value
on customer satisfaction and behavioral
intentions: Evidence from convenience stores
in Vietham
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Method

This study follows a
descriptive research design
using With the aid of Amos
25.0, a confirmatory factor

analysis (CFA)

Used a quantitative survey
and IBM AMOS version 21
was used to
conduct SEM on the survey
data
Systematic Review

A quantitative research
approachwas utilized in this
study
with the well-structured
survey questionnaire to test
the
SERVQUAL model
Literature Review

Literature Review

Quantitative using
guestionnaire as an
instrument
Systematic Literature
Review

mono-quantitative technique

Systematic Lietratur Review

A Mixed Methods

Quantitative using
guestionnaire as an
instrument
Quastitative using SPSS

Quantitative using
guestionnaire as an
instrument
Quantitative research
methods

Quantitative research
methods
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No Author Title Method
20. (Wantara & The Effect of price and product quality towards Quantitative research
Tambrin, 2019) customer satisfaction and customer loyalty on methods
madura batik
21. (Wilfred, 2024) Study of Service Quality, Price Sensitivity, and  Quantitative research and a
Passenger Satidfaction in India’s Airline Sector convenience sampling
method
22. (Wilis & The effect of E-Service Quality, E-Trust, Price  Quantitative approach with a
Nurwulandari, and Brand Image Towards E-Satisfaction and survey method with
2020) Its Impact on E-Loyalty of Traveloka's Structural Equation
Customer Modeling (SEM) analysis
techniques from the AMOS
Version 2
23. (Yaqub dkk., 2019) Effect of service quality, price fairness, justice Quantitative research
with service recovery and relational bonds on methods
customer loyalty: Mediating role of customer
satisfaction
24. (Yas, 2022) Impact of Airline Service Quality on Passenger Quantitative approach was
Satisfaction and Loyalty: Moderating Influence adopted by
of Price Sensitivity and Quality Seekers collection of primary data
through self-administered
survey
25. (Yulisetiarini & The effect of price, service quality, customer Quastitative using SPSS
Prahasta, 2019) value, and brand image on customers
satisfaction of telkomsel cellular operators in
east Java Indonesia
Discussion

1. Strategic Integration of Pricing and Service Quality

A unified approach that optimizes both pricing and service quality is more
effective than focusing on either aspect in isolation. For example, companies
employing a value-based pricing model while ensuring high service quality tend to
build strong customer trust and loyalty, as seen in the telecommunications and
hospitality sectors.
2. Trade-offs in Implementation

Companies often face a dilemma: maintaining low prices may lead to cost
constraints that reduce service quality. Conversely, high service quality can justify
premium pricing but risks alienating price-sensitive customers. The literature suggests
that segmentation offering tiered services and pricing can help balance these trade-
offs.
3. Role of Industry and Cultural Context

Variations across industries and cultural contexts shape customer expectations
of pricing and service. For instance, in emerging markets, price sensitivity is higher,
whereas in developed economies, service quality plays a more dominant role in
customer satisfaction.
4. Future Trends and Innovations

The adoption of dynamic pricing algorithms and Al-driven service
personalization holds potential for optimizing satisfaction in real-time, especially in
digital and hybrid business models.

CONCLUSION
This study highlights the critical interplay between pricing strategies and service
guality in optimizing customer satisfaction. Through a systematic literature review of
25 studies, it is evident that effective pricing strategies and superior service quality
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serve as foundational pillars for achieving and sustaining high levels of customer

satisfaction and loyalty, Key findings reveal that:

1. Pricing Strategies: Aligning pricing with perceived value and adopting dynamic, fair,
or promotional pricing approaches positively influence customer satisfaction,
particularly in competitive and price-sensitive markets.

2. Service Quality: High service quality, as characterized by the SERVQUAL
dimensions (reliability, responsiveness, empathy, assurance, and tangibles), is
essential to exceed customer expectations and foster loyalty.

3. Interdependence: A balanced integration of pricing strategies and service quality
enhances perceived value, justifying pricing decisions and mitigating the risk of
customer dissatisfaction.

The results underscore that businesses must navigate the trade-offs between
maintaining competitive pricing and ensuring superior service quality. While
competitive pricing attracts customers, consistent service excellence retains them,
creating long-term value. Furthermore, industry-specific and cultural considerations
are crucial in tailoring these strategies effectively.

In conclusion, organizations aiming to optimize customer satisfaction should adopt
a synergistic approach that aligns dynamic pricing models with unwavering service
guality. Future research should explore the integration of advanced technologies, such
as Al-driven pricing algorithms and service personalization tools, to adapt to evolving
market demands and customer expectations. These insights provide a strategic
roadmap for businesses to enhance competitiveness and achieve sustainable growth
in diverse and dynamic markets.
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