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Abstract: This study aims to analyze the influence of price fairness and employee satisfaction on customer
satisfaction with service delivery as an intervening variable in Batik MSMEs in Pacitan. This study used path
analysis with of SPSS 23 software. The sample in this study as many as 68 people incidentally. The conclusion
in this study is that variable price fairness and employee satisfaction affect customer satisfaction with service
delivery as intervening variables. This research was conducted to find out aspects in measuring customer
satisfaction which is closely related to the performance of MSMEs especially in the city of Pacitan in the batik
sector, and also emphasizes the importance in providing prices and quality of services provided by employees to
obtain customer satisfaction to ultimately generate loyalty.
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1. Introduction

In general, micro, small and medium enterprises (MSMES) have good competitiveness in the economy
(Octavian & Indrawijaya, 2020). MSMEs can survive and play a role in carrying out their functions both in the
production of goods and services when the economy is faced with uncertain business problems and conditions
(Wuen & lbrahim, 2020). This is quite reasonable considering that the MSME sector has prospects to be
developed, it also has different characteristics with companies in general. In addition to having advantages over
other business scales, MSMEs also have an important role in the national economy. SMEs have a strong
influence on the economy in all countries (Mital et al., 2019). SMEs contribute to national economic stability in
all developing countries (Myslimi & Kacani, 2016). The competitive environment among customers and
potential buyers shows that a variety of factors play a role in creating awareness, satisfaction, and loyalty. In
contemporary environments, the only constant thing is change (Febrianti, 2020).

Therefore, businesses must develop different strategies in order to survive in the long term (Brettel &
Malte, 2015). One of the best strategies is to satisfy customers who ensure long-term business growth.
Nowadays organizations are well aware of the benefits that lie with retaining customers and trying to figure out
the reasons that can influence purchasing decisions (Brozzi et al., 2018). Satisfied customers are the main
concern of every organization, especially MSMEs. Therefore, the organization is very attentive to the factors
that influence the purchase decision. In the context of SMEs, especially batik in the city of Pacitan, East Java
Province, the role of price and quality of services provided by workers is needed to improve customer
satisfaction. Looking at its history, Pacitan batik is inseparable from the influence of Mataram batik style that is
in Surakarta Solo. Geometric and nongoemetric patterns are found in batik motifs in Pacitan. The location of
MSMEs in Pacitan regency consisting of mountainous areas, hills, and coastal areas is also an attraction for
tourists who want to visit the city.

The main objective of this research study is to find out the key variables that have a strong influence on
customer satisfaction in the MSME sector especially in the city of Pacitan. This study has considered two main
important factors, namely price fairness and employee satisfaction (quality of service provided) to know how it
affects customer satisfaction. Factors that affect customer satisfaction as well as service delivery as intervening
variables. The problem formulations in this study are:

Does price fairness affect customer satisfaction?

Does the Quality of Service affect customer satisfaction?

Does the fairness of the price and quality of service affect the delivery service?

Does the fairness of the price and quality of service affect customer satisfaction through service delivery?
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2. Theoretical Studies

2.1. Price fairness

According to Kotler (2017), the price is a certain amount of money charged for a product or service or a
certain amount of value or product and service. For consumers, price is a decisive factor in the decision to buy a
product or not. Consumers decide to buy if the perceived benefits are greater or equal to those that have been
incurred to get them. Pricing is the most difficult thing among the elements in the marketing mix. Price is the
only element in the various elements of the marketing mix that can provide benefits for organization. Wolter and
Bock (2019) define the price as the amount of money or goods needed to acquire the company's goods or
services. Pricing made by a company or business must pay attention to the purpose of pricing itself (Wolter,
2019). This is important, because goals are the basis or guidelines for companies in pricing. The purpose of
pricing is 1) obtaining maximum profit, 2) getting a certain market, 3) earning profit from the market segment
(market skimming), 4) achieving the maximum sales revenue level, 5) achieving the targeted profit, 6)
promoting the product. According to Kotler (2017), the price dimension consists of, affordability, conformity to
quality, conformity to benefits, and conformity to ability. Wolter (2019) shows price fairness refers to consumer
assessment of whether the seller's price is reasonable, acceptable or justifiable (Certo & Withers, 2016). Fairness
of price is a very important issue that leads to satisfaction. Reasonable pricing helps develop customer
satisfaction and loyalty.

2.2. Employee satisfaction

The employee satisfaction component represents a learning and growth perspective because it provides
infrastructure for achieving the other three perspectives and to generate long-term growth and improvement for
the organization. Simply put, the definition of job satisfaction is the satisfaction that a worker feels individually
when doing his or her job. Job satisfaction of a worker, especially in the context of MSMEs can be seen when he
serves consumers According to Febrianti (2020), Li and Bruch (2017), the emotional influence of workers is the
main theory to study the relationship between employee satisfaction in serving their customers (Suchanek &
Richter, 2015). The emotional state is built on the idea that emotions are expressed in social interactions and
shows the results of a more enjoyable customer experience from the influence of transfer, in which satisfied
employees express positive emations, both verbally and non-verbally, that can have an influence on the
customer. That is, employees' actions reflect their emotional state, and customers capture these displayed
emotions.

2.3. Customer satisfaction

Customer satisfaction is defined as an evaluation of the perceived discrepancy between previous
expectations and the actual performance of the product. Customer satisfaction is basically how customers
evaluate the products and services provided by the organization (Febriyanti, 2020). According to customer
satisfaction is the customer's reaction to the state of satisfaction, and the customer's assessment of the level of
satisfaction. Customer satisfaction is very important in today's business world because according to Vakuelenko
(2019), the ability of product and service providers to create a high level of satisfaction is essential for product
differentiation and developing strong relationships with customers. According to Dholakia and Zhao (2010), the
existence of customer satisfaction can provide benefits, including building corporate and customer relationships
to be harmonious, providing a good basis for repurchasing, and encouraging the creation of loyalty. According
to Firher (2016) and Febriyanti (2020), the dimension of customer satisfaction consists of, price, quality of
service provided, product quality, emotional factors, and pride in using the product.

2.4. Service delivery

Kocek and Leonard (2018) mentioned that human involvement in providing services to consumers is
inseparable from the support of facilities. Cooperation between organizations and delivery service providers is
urgently needed, because organizational and consumer contacts must be supported by means that are factors that
can represent the organization and can directly influence the formation of the organizational image. According
to Lovelock (2018), every business both services and non-services is seen as a system consisting of a service
operating system and a service delivery system. In the delivery system, this relates to something delivered to the
customer, covering the elements of the system in the operation of the service and other things presented to the

833



Paradox of the Consumer: Case Study on MSMEs in Pacitan Regency (MSME Case Study in Lorok
Wiroyo Village, Ngadirojo District, Pacitan Regency, East Java)

consumer. Reliable delivery has been referred to as the source of customer value. Factors such as on-time
delivery (Lovelock, 2018), price, and total delivery time (Buntaine & Daniels, 2018) have been accepted as an
anthedent for customer satisfaction and loyalty

2.5. Frame of mind

The frame of thought in this study can be seen in Figure 1:

H3
Price
) H1
Fairness
- H5
Service Customer
Delivery | Satisfaction
Emplovee
Satisfaction H2
H4

Figure 1. Conceptual framework
2.6. Effect of price fairness on service delivery

Because consumers tend to pay great attention to prices when making a purchase, but if the delivery is
negative it will have an impact on overall customer satisfaction and future consumer relationships with retailers
will be less good. Considering this, according to Wolter (2019), price fairness without the accompanying quality
of service in delivery affects customer satisfaction. The delivery experience makes the customer dissatisfied (for
example, the wrong item or item is taken to a place far from the pickup location). As a result, customers can turn
to other retailers in an effort to avoid future service failures.

H1. Fairness of price affects the quality of delivery services

2.7. Effect of employee satisfaction on service delivery

In the delivery system, it relates to something that is conveyed to the customer, covering the elements of the
system in the operation of the service and other things presented to the consumer. Reliable delivery has been
referred to as the source of customer value. Job satisfaction of a worker, however, affects customer satisfaction
in terms of delivery. A worker must serve the consumer in full from preparing the product to the delivery stage.
According to Li and Bruch (2017), the emotional influence of workers is the main theory for studying the
relationship between employee satisfaction in the service of its consumers (Huang & Li, 2015).

H2. Employee satisfaction affects service delivery

2.8. The effect of price fairness on customer satisfaction

Price is the only element in the various elements of the marketing mix that can provide benefits for
organization. The fairness of the price given and the way it is determined has a huge impact on satisfaction.
According to the products offered to customers will always be sensitive to the price offered. This is why, some
consumers show the substantive role of price fairness and service quality with customer satisfaction. Fairness of
price is a very important issue that leads to satisfaction. Reasonable pricing helps develop customer satisfaction
and loyalty.

H3. Price fairness affects consumer satisfaction

2.9. effect of employee satisfaction on customer satisfaction

According to Berdur and Drummond (2020), employee satisfaction can be seen from the emotional factors
when serving customers. According to Kamar and Novitasari (2020), an employee's emotional appearance
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affects customers when they want to make a purchase. Usually the situation that occurs in the transaction
process, consumers will choose several variants of products in the store. However, when the waiter gives a good
expression, the consumer will immediately leave it. Asbari and Wijayanti (2020) shows that employee
satisfaction can affect customer satisfaction. This is supported by the phenomenon of trends or facts on the field
indicates that customer satisfaction may change when employees or waiters show less pleasant expressions.
Studies show that the services provided are often involved in transaction situations.

H4. Employee satisfaction affects customer satisfaction

2.10. the effect of price fairness and employee satisfaction affects customer satisfaction through service
delivery

Wolter (2019) provides evidence that customer satisfaction levels may vary between the payment stage and after
delivery. This indicates that delivery has an impact on overall customer satisfaction. From a customer
experience perspective, delivery delays have an impact on customers' perception of the shopping experience
(Govin et al., 2018). According to Spike (2020) reveals the relationship between customers' perception of the
shopping experience and their experience after package delivery greatly affects customer satisfaction. It can be
assumed that if the delivery is negative it will have an impact on overall customer satisfaction.

H5. Fairness of price and employee satisfaction affect customer satisfaction through service delivery.

3. Research Methodology

This research uses quantitative analysis approach by adopting multiple regression analysis techniques. The
sample in this study was 68 respondents. The sampling technique in this study is non Probability sampling with
incidental sampling. According to Sekaran (2016), incidental sampling is a technique of determining samples
based on coincidence at the time that is used as a sample if there is a match as a sample. The data sources and
data methods used in this research are observations, interviews, and questionnaires or questionnaires. While
secondary and primary data using Likert scale.

4. Results and Discussion

4.1. Characteristics of respondents

Table 1. Characteristics of respondents

No. Age Amount Percentage
1 25-30 years old 7 10,3%
2 31-35 years old 19 27,9%
3 36-40 years old 10 14,7%
4 41-45 years old 11 30,9%
5 > 45 years old 21 16,2%
68
No. Education Amount Percentage
1 SD 4 5,9%
2 SMP 2 2,9%
3 High School / Vocational High School 28 41,2%
4 Diploma 10 14,7%
5 S1/S2 24 35,3%
68
No. Status Amount Percentage
1 Unmarried 5 5,9%
2 Married 63 92,6%
68

Source: Data processed 2020

Price fairness variables provided by batik retailers can have an impact on consumers. Table 1 shows that
based on age characteristics 30% of batik users are at the age of 41-45 years. Based on the level of education is
in the 1st and 2nd degree. Based on characteristics of marital status, 92.1%. Validity test results on price fairness
variables (5 items), employee satisfaction (5 items) customer satisfaction (5 items) and service delivery (5 items)
have significant value > 0.235 or in other words valid. The reliability test is as follows:
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Table 2. Reliability test

Variable Cronbach Alpha Critical VValue Description
Price Fairness 0,922 0,60 Reliable
Employee Satisfaction 0,938 0,60 Reliable
Customer Satisfaction 0,938 0,60 Reliable
Service Delivery 0,952 0,60 Reliable

Source: Data processed 2020.
The responses regarding the research variables are as follows:

Table 3. Respondent responses

Variable Mean Category

Price fairness 3,25 Very high

Employee satisfaction 3,12 Conducive
Customer satisfaction 3,13 High

Delivery Service 3,70 Very high

Source: Data processed 2020

Variable fairness price has a value of 3.25 (very high) this indicates that the consumer is very attentive to
the price as a consideration in making a purchase when visiting the store where he will buy. Employee
satisfaction variable has a value of 3.12 (conducive) this indicates that the satisfaction of employee in serving
consumers has an up and down flow. It is also influenced by the style of communication between the seller and
the buyer that occurs in the transaction situation. Variable customer satisfaction is at a value of 3.13 (high) this
indicates that the condition of the store and service or in the transaction environment provided can affect
customer satisfaction in making a purchase. The service delivery variable is at a value of 3.70 (Very high) this
indicates that customer satisfaction is not only measured when transactions occur, but also in delivery or
delivery also has an impact on customer satisfaction.

Table 4. Hypnotic test

No. Hypothesis Description
1 fairness of price affects service delivery Proven
2 employee satisfaction affects service delivery Proven
3 price fairness affects customer satisfaction Proven
4 employee satisfaction affects customer satisfaction Proven
5 price fairness and customer satisfaction affect customer satisfaction through service delivery  Proven

Source: Data processed 2020
4.2. The effect of price against service delivery

The result of regression analysis shows that price fairness variable has a significant influence on service
delivery with probability value t. caicuiate (0.002) < Level of Significant (0.05). This result is supported by Wolter
and Bock (2019) which shows that price fairness can affect the quality of service, especially delivery, then
Vakulenko (2019) mentions that the low price given by retail has an influence on delivery services with high
categories.

4.3. Effect of employee satisfaction on service delivery

The result of regression analysis shows that the _F -calculate (0.000) < Level of Significant (0.05). These
results support Oktavia (2020) which shows that the influence of employee satisfaction on emotional variables
and communication affects service delivery. Mital (2019) states that communication that is not effectively
intertwined can affect product delivery for example (errors in delivery and delivery time).

4.4. Effect of price fairness on customer satisfaction
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The results of the regression analysis showed that price fairness variables have an influence on customer
satisfaction with the value probability tcacuae (0.001) < Level of Significant (0.05). These results are supported by
Fisher (2016) which states that products offered to customers will always be sensitive to the price offered, thus
affecting customer satisfaction.

4.5. The effect of employee satisfaction on customer satisfaction

The results of regression analysis showed that employee satisfaction variables have an influence on
customer satisfaction with the probability value t. calculate (0.039) < Level of Significant (0.05). The results of
this study are supported by Certo and Withers (2016) which shows that employee satisfaction can be seen from
the emotional factors when serving so that it has an impact on customer satisfaction.

4.6. Effect of price fairness and employee satisfaction on customer satisfaction with service delivery as
intervening

The results of mediation test prove service delivery to be variable intervening between price fairness and
employee satisfaction to customer satisfaction. These results can be seen in the results of multiple regression
tests as follows:

Table 5. The results of multiple regressions of price fairness and employee satisfaction with service delivery
Coefficient?

Unstandardized Coefficients Standardized Coefficients

Model B Std. Error Beta t Sig.
1 (Constant) 0.333 0.471 0.707 0.481
Price Fairness 0.445 0.053 0.314 8.460 0.000
Employee satisfaction 0.384 0.072 0.359 5.347 0.000

a. Dependent Variable: Service delivery
Source: Primary data processed, 2020

Table 6. Multiple regression results for fairness of price, employee satisfaction, and service delivery on
customer satisfaction
Coefficient?

Unstandardized Coefficients Standardized Coefficients

Model B Std. Error Beta t Sig.
1 (Constant) 0.665 0.663 1.049 0.296
Price Fairness 0.282 0.087 0.524 3.273 0.002
Employee satisfaction 0.260 0.106 0.512 2.464 0.015
Service Delivery 0.946 0.114 0.579 8.264 0.000

a. Dependent Variable: Service delivery
Source: Primary data processed, 2020

Table 7. F test for fairness of price, employee satisfaction and service delivery on customer satisfaction
ANOVAP

Model Sum of Squares df Mean Square F Sig.
1 Regression 1749.893 3 589.998 250.274 .000a
Residual 320.507 136 2.357
Total 2.070.400 139

Source: Primary data processed, 2020

Figure 1 where the direct influence of price fairness variable gives a value of 0.314 to service delivery. The
employee satisfaction variable to service delivery obtained a value of 0.359. The effect of price fairness variable
on customer satisfaction was obtained by 0.524 and the effect of employee satisfaction on customer satisfaction
was obtained 0.512. While, the influence of price fairness and employee satisfaction through service delivery
obtained a value of 0.579.
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Figure 2. Path analysis test result
5. Conclusion
5.1. Conclusion
From the results of this research, it can be concluded as follows:

Variable price fairness and consumer satisfaction have an influence on service delivery. With this result, it
can be concluded that the price and quality of service provided to customers can improve customer satisfaction.
Conversely, if the variable price and employee satisfaction is less than maximum then it can have a negative
impact on customer satisfaction.

Variable price deliberateness and consumer satisfaction affect customer satisfaction through service
delivery. This shows that in addition to price and service factors, the delivery provided by the MSME
organization in Pacitan to customers can have a direct influence on customer satisfaction.

If the customer is satisfied with the price and the right service and delivery, it will give rise to loyalty.
5.2. Suggestions

The results of this study conclude that price reasonableness and employee satisfaction in serving have an
effect on customer satisfaction with service delivery as an intervening. This research was conducted at UMKM
Batik in the city of Pacitan with a sample of 68 respondents with variable prices, employee satisfaction,
customer satisfaction and service delivery. In further research, there may be other variables that are not
discussed in this study, such as shop feasibility, product variants, etc. which can increase customer satisfaction.
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