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ABSTRACT
Mabkhot (2017) calls for more research to be conducted across different countries and sectors
to further understand how loyalty effects customer satisfaction levels. Many scholars highlight
the importance of brand loyalty in the service industry; customers will return if satisfied and
have a belief that no other brand could satisfy their needs in the same way (Baser, et al., 2015).
This study investigated the potential effects organisational growth has on the levels of customer
satisfaction and, in turn brand loyalty within the public house sector in the UK. The research
is distinctive as it focuses on a growing organisation, known as the Little Britain Pub Company,
in a period of market decline. According to the BBC (2018) and The Real Ale Campaign
(http://www.camra.org.uk/), the pub closure rate reached 18 per week in 2018 in the UK. This
study focused directly on customers’ perceptions over time, as the Little Britain Pub Company
grew from a small, independent pub into a chain. The methods used in this research explored
how the owner, employees and customers viewed and experienced the Little Britain Pub
Company’s growth. Here a mix of questionnaires and in-depth unstructured and semi
structured interviews were utilised. The findings indicated that each time a new site was opened,
customer satisfaction levels decreased in the established sites but then experienced a period of
recovery as a new site became established. The study also understood that customer loyalty to
the Little Britain Pub Company brand induced positive word-of-mouth, with satisfied customers
willing to repeatedly return. The questionnaire targeted the Little Britain Pub Company’s
customer base. The results here indicated a positive feeling towards the growth of the brand as
well as an increased level of loyalty. This research contributes to the hospitality sector as it
demonstrates that organisational growth can have a negative impact upon customer
satisfaction, and that growth can positively effect customer satisfaction and brand loyalty in
the long term. Demonstrating a case of ‘short term pain for long term gain’.
Keywords: Customer satisfaction, brand loyalty, growth
1. INTRODUCTION
The United Kingdom (UK) pub industry has experienced a turmoil of changes over recent years
with the indoor smoking ban, however, despite having lost a decade of successful sales
(Robinson & Blitz, 2013) the British pub is on the rise again. The pub underwent a recent
transition and the trend of closures has been bucked by many thriving pubs that are innovating
to stay ahead of the market (Greenking, 2017).
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As the British pub is often run by small to medium enterprises (SME), these particular
businesses making up over 99% of UK businesses and the service industry accounting for 79%
of UK employment pubs represent a vital role in understanding and maintaining the modern
economy (Rhodes, 2017). This research will be focused on the Little Britain Pub Company
(LBPC) who took sales of £509,880 in the first year and £3,454,643 in the seventh year, making
it a 577% increase in sales. They are also a good example as they have reinvested their money
into new sites (now owning five pubs) and have never experienced an annual fall in sales.
Contradicting McClean, 2016 statement that owning and running a pub has become risky due
to weakening sales and rising capital expenditure; pubs under a £25million turnover are
experiencing stagnated rates. The research looks directly at the relationship of customer
satisfaction and brand loyalty within the service industry, specifically the pub and restaurant
sector, with an aim of understanding the relationship between the two and whether sustaining
growth through increasing customer satisfaction and loyalty as a strategy to reduce risk
(Russell-Bennett, et al., 2007). Understanding why some firms grow and others do not can help
to predict the outcome of a start-up business and increase the support (Uddenberg, 2015). The
aim of the study is to understand how closely the LBPC’s business model displays factors of
current research such as having growth as an end goals is counterproductive but that
maintaining positive attitude is the greatest driver of growth (Wicklund, 1998). This research
is important to undertake as there is very little exploring the relationship between a successful
SME and the levels of CS and BL a customer receives. There is also no definite theory about
SME growth and models range from three to ten stages (Lipi, 2013). The idea of this research
is to provide a framework other SME can follow which will increase their chances of becoming
successful. From the information understood about customers this will help to understand the
factors which affect and drive SMEs.
2. OBJECTIVES
1. To critically review literature concerning customer satisfaction and brand loyalty in relation
to SME growth theories
2. Identify how growth affects a brand and the difficulties with maintaining growth, with focus
on creating a framework relevant to LBPC by understanding themes of success.
3. To understand how current and future customers feel about SME growth in the pub trade
and whether growth would change how they inherently view the company with focus on
the point customers would no longer be satisfied with the company.
4. To discuss the implications of customer satisfaction and brand loyalty making
recommendations on how to utilise these behaviours to ensure maintained growth.
3. LITERATURE REVIEW
There has been a large amount of research surrounding the effects of brand loyalty and customer
satisfaction on a business, and how to utilise these factors to make a company more successful.
However, there has been very little research on how brand loyalty and customer satisfaction
can affect SME growth. This research will allow companies like LBPC to understand what they
must prioritise to maintain a high level of customers as they grow their business.
H = Hypothesis
3.1. Brand loyalty
Jacoby and Olson define brand loyalty as “the non-random and long existing behavioural
response from customers and the mental process of a purchasing decisions when other brands
are considered” (Rizwan, et al., 2013, p. 84). Roustasekehravani, 2015 focused on the
importance of brand personality to brand loyalty, customer satisfaction and the relationship
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between customers and brands, stating the importance of future researchers to understand the
complex factors affecting the relationship between brand and customer (Roustasekehravani, et
al., 2015). However, loyal customers are important to businesses within the service industry as
they will continue to return if satisfied, with the belief that no other brand will be able to satisfy
their needs in the same way (Başer, et al., 2015).
H1: Brand Loyal customers increase profits.
Brand loyalty is often explored in relation to marketing as increased frequency of customers
will increase market share and reduce operational costs (Vazifehdust, et al., 2018). This is
supported by Abubakar, 2014 who hypothesises that it costs six times more acquire new
customers than to retain existing customers (Abubakar, 2014). Loyal customers market by
spreading positive word-of-mouth diminishing the need for expensive marketing (Teimouri, et
al., 2016). Successfully persuaded brand loyal customers offer several benefits to organisations
as companies can achieve a sustainable competitive advantage by maintaining existing
customers which can produce higher profit margins and brand loyal customers are often less
sensitive to price increases (Mostert, 2016). Mabkhot, 2017 study calls for more research to be
conducted across different countries and sectors to further discover how loyalty affects
satisfaction (Mabkhot, et al., 2017).
H2: Brand loyal customers spread positive word-of-mouth.
H3: Brand loyal customers are less sensitive to price increases.
3.2. Customer satisfaction
Satisfaction is an overall evaluation on experiences with the business, from performance of the
service during and after purchase, this ranges from satisfaction to dissatisfaction (Yang, et al.,
2017). Other researchers define customer satisfaction as an emotional difference between what
they anticipate they will receive, and what they receive (Yang, et al., 2017). Customer
satisfaction has a culminating impact upon the future behaviour of customers, the likelihood of
a repeat purchase and the possibility that they recommend the service to others
(Roustasekehravani, et al., 2015).
H4: Satisfied customers will repeatedly return.
Customer satisfaction is based on what a customer believes they know about a business and the
businesses ability to achieve that expectation. This is often a key element of how businesses
bounce back from any backlash. When the expected level of service is higher than the service
that is received, this is when the customer is likely to feel dissatisfied (Ly & Loc, 2017). The
consequences of customer satisfaction, explored by Szymanski and Henard (2001) is
“complaining behaviour, negative word-of-mouth and repurchase intentions” (Ly & Loc, 2017,
p. 113). This is important to Rajic’s study which concluded that customer satisfaction is the
most significant factor for loyalty (Rajić, et al., 2016). A satisfied customer will have high
intentions to become and stay brand loyal, creating benefits for the company. Service providers
will place a higher priority on customer satisfaction as it is the key to customer retention
(Kumaradeepan & Pathmini, 2017).
H5: Satisfied customers will become brand loyal.
Although customer satisfaction can often lead to brand loyalty, customer satisfaction also
directly affects brand loyalty, if negative, this will directly affect a business and their pricing
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strategy (Ali & Muqadas, 2015). To benefit from true customer satisfaction companies must
understand customer needs, provide a good service, and be able to satisfy complaints. For this
to be beneficial companies should concentrate on customer satisfaction and brand performance
(Awan & Rehman, 2014).
H6: Negative experiences affect satisfaction but not loyalty.
H7: Increasing satisfaction will positively affect a company’s performance and growth.
3.3. SME growth theories
Existing SME models lack theoretical consistency and offer few explanations of how mediumsized SME’s shift to their next stage (Li & Tan, 2004). If a company experiences growth at the
beginning, it’s chance of survival is doubled (Pizzacalla, 2012). Growth and survival are both
determined by different purposes within the business, some businesses may merely seek to
survive whilst others seek to grow which causes qualitative differences between the strategic
approach a firm may take (Fadahunsi, 2012). Cooney, 2012 demonstrates several desired
factors for a business from the entrepreneur, firm and strategy that affects the success of a
business. Motivation is important for growth, some businesses do not look to grow, only to
survive, although this is not a determining factor of successful SME growth, it significantly
influences strategic choices (Indarti & Langenberg, 2004). Ownership and management
experience may make managers more cautious especially if they have experienced failure, but
this also implies they have already learnt from mistakes (Jennings, 1998). Generally middleaged business individuals who have more than one owner of a company are better at
maintaining and growing a business as they possess the best mix of “experience, credibility,
energy and resources” (Fadahunsi, 2012, p. 109).
H8: The more desirable factors a company possess, the more successful the growth.
In a review of literature surrounding the growth of SME’s it is condensed into five main stages
of growth; however, the literature assumes that a company passes through all stages to achieve
growth, without it they will fail in the attempt (Churchill & Lewis, 1983). The stage models
that have been created to help explain SME growth often fail to capture the early important
stages of growth an enterprise experiences prior to the start-up (Li & Tan, 2004). Exclusively
looking at the S-shaped SME growth theory: The first phase is business set-up with relatively
low growth rates. This develops into the expansion and early growth stage that is characterised
by the rapid expansion or turnover and employment. Growth rates then decline as the company
enters the maturity stage. Here, a trade-off between maintaining an attractive income and a
better quality of life or expanding the business, taking more risks with increased stress and
reduced income (Schmitt-Degenhardt, et al., 2002). Consciously not investing money back into
the business causes growth to slow, and the business to eventually die (Gregoriou, 2013).
However, the S-shaped growth model does not explain why business growth slows at certain
stages. There is a need for two models: one that applies to businesses that have the intention of
growing and another for businesses who simply want to maintain a reasonable income (SchmittDegenhardt, et al., 2002).
H9: Taking risks and reinvesting money positively affects growth.
The current success of SME growth models is low as SME development is constant to a variety
of forces in the marketplace. Most frameworks categorise companies by their annual sales and
ignore important factors such as number of locations and rate of change, some companies will
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work hard just to pass through survival stages, and the creation of the company whereas others
will find that they experience majority of growth in the beginning (Churchill & Lewis, 1983).
3.4. Conceptual framework
As seen in this framework there are few links in literature between how customer satisfaction
and brand loyalty might directly affect the growth on an SME. See hypothesis throughout.
Figure 1: Conceptual framework

4. METHODOLOGY
The research will be inductive as it is closing current gaps in the research and literature.
4.1. Objective two: Unstructured interview
A qualitative interview approach was used to gain in-depth and detailed perspectives from the
owner to gain a deeper understanding of growth. The interviewer had a check-list of issues,
pertinent questions and themes for the researcher to analyse their response. The aim of this data
collection was to understand the experience of a growing SME from an owner’s perspective.
The interview was conducted by telephone. The range of topics to be discussed was explained
to the interviewee prior to the call but a list of questions was not given so spontaneity was not
lost, and answers were honest (Kvale & Brinkmann, 2009). The interview lasted thirty minutes.
4.2. Objective three: Questionnaire
The questionnaire was structured to understand the level of loyalty to a pub when there was
considerable alternative available (Başer, et al., 2015). The questionnaire was formed of
qualitative, standardised open and closed questions, including rating questions. SurveyMonkey
was used as this platform provided an easy to use interface with the ability to analyse analytics.
The questionnaire featured a descriptive covering note describing the reason for the research.
62 respondents completed 100% of the questionnaire. When conducting data analysis of the
questionnaire the Likert Scale was used for the final question. The data from the rest of the
questionnaire is exploratory data and was transferred into graphs and bar charts to clearly
express the results (Mao, 2015).
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4.3. Objective four: Secondary data collection
This objective was completed by using secondary data, performing a documentary text data
collection from web comments (Saunders, et al., 2012). The first part of the data collection
involved taking the reviews from each pub since opening from TripAdvisor and Facebook
inputting every review into the table for each quarter below; 1 = Terrible, 2 = Poor, 3 = Average,
4 = Very Good, 5 = Excellent.
5. KEY FINDINGS
5.1. Objective two: Unstructured interview
Growth: The participant mentioned how they put little pressure on growth and understands that
“if we were to open another pub in a completely different region… (we’d see) a slower growth
curve again”. Loyalty: The participant spoke positively about customers loyalty to the company
“there’s a level of trust in the LBPC… we’ve got the familiarity factor… people welcome the
idea of us coming into the village”.
5.2. Objective four: Questionnare
The aim of this question was to understand how a customer would feel is the pub group did
grow, as a customer how would they feel towards the change in size or price? How would this
impact how customers viewed the brand?
Figure 2: Questionnare results

The pie chart demonstrates how many pubs a brand who have to own before it become too large
to still be independently viewed.

Figure following on the next page
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Figure 3: How many pubs a brand who have to own before it become too large to still be
independently viewed

5.3. Objective five: Secondary data collection
Figure 4 shows the average review across Facebook and TripAdvisor for each quarter from the
opening of the first pub until present. As you can see from the results reviews seem to drop
around the time the company opens a new site.
Figure 4: Average reviews across Facebook and TripAdvisor for each quarter

6. DISCUSSION
The success of the pubs is a mix of five characteristics: location, facilities, image, the service it
provides and the price (Bhargav, 2017). The current S-shaped growth theory curve does not
explain why business growth slows at certain stages, prompting a need for two models; one for
companies that want to grow and one for companies that are interested in income only (SchmittDegenhardt, et al., 2002).
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Themes that arose from the interview with the owner of the LBPC were that he puts little
pressure on growth, which could be a defining factor of success. Despite last year’s growth
being 0.3% (2016-2017) which has been the lowest since founding the company. This was due
to it being the first year since opening the company that they hadn’t opened a new pub or
invested into one of their other pubs and focus was pulled away to the upcoming opening of a
new pub. From information gathered throughout the research, this graph was generated. The
SME model demonstrates the trade-off between re-investing profits into the company or
maintaining the company as it matures and receives little growth. The model suggests that if
you do not re-invest money e.g. increasing head office management or buying/updating pubs
for the company that you will be unable to move to the next stage, but that as you grow into the
next stage you will begin slightly worse off in the maturity stage; the project will start up, issues
will arise, these issues will be addressed and will begin to growth. The growth will eventually
plateau out, prompting a need to again decide whether to re-invest money or maintaining
personal income.
Figure 5: The SME model

This objective two confirmed H2 that loyal customers create a positive effect through word-ofmouth as proven by members of the local community backing the purchase of the most recent
pub. Objective two also answers H8 that the more desirable factors a company possess (Cooney
2012), the more successful the growth will be. This has been demonstrated in the literature
explored and the information gathered from the interview with the owner. This paper
demonstrates that there is little current research exploring how customer react to a growing
chain. The questionnaires aim was to understand at what point customers would be dissatisfied
with growth. Objective three was very specific to the LBPC but gave a good understanding to
what extent customers are loyal to the LBPC brand. A defining question in the questionnaire
explored how respondents’ feelings would be towards growth of their pub/restaurant into a
chain, most responded: "this is great, I love to see them being successful". This has added to
current research and literature as it demonstrates that customers feelings towards growth are
positive, proving that satisfaction will lead to brand loyalty. This partially confirmed H9:
Taking risks and reinvesting money positively affects growth as LBPC have taken a risk to
grow the company and it has been met with increased revenue growth and returning customers.
39/62 of respondents agreed that they trust the brand to keep up the standards if they grow. This
is due to high levels of satisfaction which has led to brand loyalty. The aim of the secondary
data analysis collection was to understand if there was a pattern between new pubs being opened
and satisfaction decreasing. From collecting the results there is a pattern of decreased customer
satisfaction when a new site is opened, this is important to note as loyal customers are less
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costly to a business. Companies should be ensuring that the group of people who will market
through word-of-mouth increasing revenues and profits (Hwang, et al., 2005) maintain a
positive view of the company around the times a new site is opened so they can become an
advocate for it. The reason for decline in reviews was speculated to be because attention from
key influencers was directed to the newest pub causing standards to slip in the company
elsewhere. Key staff often move to facilitate pub openings which would also explain the slip in
standards. The newest pubs are promoted to customers within the other pubs, causing a loss of
business for a while at the older sites. There is also a group of people who will visit the new
pub without having previously experienced others in the chain. They enjoy their experience so
decide to try one of the sister pubs, where they compare their experience of reality and
expectation (Ly & Loc, 2017). This can be met with disappointment as the sites are older and
food is not the same, causing bad reviews. In this case, what customers anticipate they will
receive and what they do receive is very different (Yang, et al., 2017). Quick secondary research
could be done to see if this is a recurring trend in similar companies. Researchers in the past
have proved that a loyal customer of a company’s brand is satisfied with that specific brand and
will seek to repurchase it in the future (Abdul, et al., 2016), although this seems to be the case
and was proven in the questionnaire there is little research on maintaining growth.
7. CONCLUSION
To conclude, growth does have an impact upon customer satisfaction and brand loyalty,
however, in the light of this study growth has positively affected customer satisfaction and
brand loyalty in the case of the LBPC. Although they have been successful with their rapid
growth rate, there is a correlation between opening a new pub and the others deteriorating for
that opening quarter. Brand loyalty and customer satisfaction are important factors of a growing
SME as loyal customers support the growth of the pubs and bring in revenue. The owner
appeared to put little pressure on the company to grow which has allowed LBPC to grow at
their own speed successfully. The most successful research to come out of the report was the
proposed development of the S-shaped SME growth framework, developed to show LBPC’s
growth, and could be applied to similar companies explaining reasons for growth. The research
discovered that brand loyalty and customer satisfaction does impact upon growth, as without
reduced costs from loyal customers spreading word-of-mouth the pubs would not be as
successful and marketing may not reach the right people. The questionnaire discovered that
brand loyalty and customer satisfaction has been achieved as people are generally welcoming
of growth. The most significant finding was the growth rates of the company provided by the
owner and the correlation between a pub being opened and a significant fall in average reviews
across the company’s other sites. It is proven that in a smaller business something as large as
opening a new pub will lead to a drain on day to day recourses across the board causing
standards to slip and satisfaction to decrease. This research provides information that could
reduce the fail rate and be applied to similar companies with the intention to grow. This research
also provides considerations on company growth size customers feel is appropriate before being
viewed as a chain, the recommended number of sites by customers was five to ten.
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