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Abstract

The café sector in Islamabad has seen significant expansion during the previous 10 to 15 years. Increasing
brand loyalty and brand equity is necessary for today's highly competitive environment, and this may be
done by providing better services (empathy, assurance, reliability, responsiveness, and tangibility). The
café sector has been exceptionally fortunate in becoming flourishing and lucrative thanks to investments
made in this quality of service of coffee shops. The goal of this research is to investigate the link between
the effects of service quality on brand equity while also determining the relationship between the
dimensions of service quality and brand loyalty. To boost the worth of the café business, which is generated
from consumer perception of the brand this study aims to determine how improvement in quality of service
improves the customer's dedication to buying the product, to keep utilizing the same brand, or to do both.
Through structured questionnaires, data for the current research study was collected from café patrons in
Islamabad. 300 customers of coffee shops responded. The Islamabad café business in particular was
chosen because of the city's recent boom in this sector. The correlation and multiple regression models
were used to analyze the data. The results demonstrate a significant positive relationship between brand
equity and brand loyalty with all service quality aspects.

Keywords: Brand Loyalty, Brand Equity, Service Quality, Cafés.

Introduction

The shift from an agriculture-based economy to a services-based economy is visible in the global markets
(Asian Development Outlook, 2007). To build brand equity and customer loyalty, service organizations
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everywhere are working tirelessly to continuously enhance their level of customer care, notably in the café
sector. Cafe owners are paying increasingly greater focus on high-quality criteria to meet the fundamental
requirements, demands, and aspirations of the clientele. Customer's expectations and requirements are more
likely to be met by café owners when they are aware of and can accurately describe one‘s necessities,
preferences, objectives, and assumptions. The consumer will frequent cafés more frequently if they are
delighted and remain a regular user.

In Islamabad, there's currently a very huge market for services, and customers have high expectations for
them. Because of increasing rivalry, cafés throughout Islamabad are providing their consumers with an
extremely high standard atmosphere, setting, and workers in addition to giving fantastic cuisine. In a world
of global competition, customer satisfaction and gaining devotion are the executives and ownership's top
priorities.

The discrepancy or disparity between the client's expectations and the client's assessment of the company's
performance under exact conditions is identified as service quality. The discrepancy between expectation
and performance which includes ten characteristics of service quality was defined by Parasuraman et al.
(1985). Later, he refined those ten dimensions and condensed them into just five: assurance, empathy,
responsiveness, tangibility, and reliability.

In Pakistan, the prominence of café culture began to grow in the late 1990s as a growing number of cafés
began to open. Due to the café industry's explosive rise over the last 10 to 15 years, competition among
various cafes has grown. As a result, coffee enthusiasts have a vast array of options from which to pick, all
offering high-quality services. Consequently, it is essential to keep the top spot in the café business and to
look at how the quality of service affects the value of the brand and customer loyalty. This
study concentrates its investigation on cafés that are physically located in Islamabad.

Objectives of the Study
Listed below are the research objectives of this study.

e To examine the effect of service quality dimensions on brand loyalty.
e Toanalyze the effect of service quality dimensions on brand equity.

Research Questions
Listed below are the research questions of this study.

Question No 1: Is service quality positively impacting the brand loyalty of cafes?
Question No 2: Is service quality positively impacting the brand equity of cafes?

Significance of the Study

The findings of this research will aid marketers in choosing the best branding initiatives for strategizing to
win and endure in a cutthroat industry. Given the fact that it is a developing sector, both foreign and
domestic investors will have a complete understanding of Islamabad's café industry and profit from it. In
addition, the advent of such cafés as well as the fast food sector has changed the consumption behaviors of
people, particularly youngsters. This research work would therefore likewise give an inside glance at
youngsters. This research will also provide guidelines for managing cafes. It'll also assist companies in
improving service quality to satisfy clients' demands and desires.
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Literature Review
Service Quality

The gap among aspirations and capacities, together with other key parameters, is what is referred to as
service quality. Tangibility, responsiveness, reliability, credibility, competence, knowledge of the client,
civility, emanating, security, and connection are the 10 useful service quality qualities described by
Parasuraman, Zeithaml, and Berry. A tool for measuring service quality (SERVQUAL) was proposed by
(Berry, Parasuram, & Zeithaml, 1985). It has five dimensions—tangibility, responsiveness, empathy,
assurance, and reliability. The SERVQUAL tool is frequently used in marketing-related research, such as
those examining customer retention, devotion, and choices. Whenever services are provided that fall short
of what the customer expects, the quality of the service is deemed to be lower; conversely, if performance
exceeds what the customer expects, the quality of the service is deemed to be higher.

A frequently used method to gauge the level of satisfaction and customer service is the SERVQUAL tool.
Providing excellent service has emerged as one of every business's most important needs (Voss et al, 2004;
Vilares & Coehlo, 2003; Vander Weile et al, 2002). Outstanding customer service is not only a company
offer; it is also a crucial corporate tool for existence, success, and competition (Rosen et al, 2003).
Customer happiness, which is also affected by human resource management methods, is the factor that has
the greatest impact on service quality when the service profit chain is taken into account. In this entire
chain, good service to customers increases customer satisfaction, which raises brand equity and customer
loyalty, which in turn promotes success and expansion. The initial strategy is supported by a study
conducted in 20 service firms, and the findings strongly validated this connection (Loveman, 1998; Rucci
et al, 1998; Brooks, 2000; Anderson & Mittal, 2000).

The SERVQUAL tool evaluates the level of customer service provided by a variety of businesses,
including resorts, hospitals (Babakus & Glynn 1992), traveling and hospitality, banks (Parasuraman et al.
1991), insurance companies, and telecommunications organizations. The SERVQUAL technique
is employed in this research as a tool to ascertain main desk employees' perceptions and aspirations for
service quality.

Brand Loyalty

Beginning with an investigation of the consumer's connection to a product or customer dedication, Aaker
(1991) conducts a demographic profile of the respondents of brand loyalty. Brand loyalty specifically how
the phrase emerged in marketing theory, are some of the main aspects which writers thoroughly investigate.
Loyalty is widely regarded as a crucial element in building long-lasting client relationships, getting repeat
business, and achieving businesses' usual narrow target sales. The evaluation of brand loyalty, which that
literature review has thoroughly described, revealed that its scope developed and expanded through time.

Brand loyalty is defined in the literature of marketing as a consistent choice for a particular brand. Brown
(1952), who thought that buying behavior was indeed a crucial factor in brand loyalty, disagreed with this
fundamental definition. After ten years, Feuhn (1962) employed stochastic modeling to forecast brand
loyalty. This modeling was mostly based on the theory of purchase. This type of stochastic model analysis
(e.g. Jeuland 1980) views brand loyalty as a consumer's long-lasting probability option among several
product categories. Since brand loyalty has been consistently acknowledged as a dependent likelihood
function in services marketing.

Brand Equity

The increased worth that comes with a business is known as brand equity. Brand equity was defined by
Aaker (1991) as a collection of business liability and assets connected to the company which helps it or

ISSN: 2308-7056 Rauza, Hayat, Shafique & Khan (2022) 83



www.irbas.academyirmbr.com October 2022
International Review of Basic and Applied Sciences Vol. 10 Issue.4

subtracts from the worth of the service or product from the viewpoint of the customer. This worth can
indeed be reflected through the actions, thoughts, and emotions which consumers exhibit in reaction to a
business to which they have been exposed via promotional activities. Brand equity is viewed as a crucial
intangible for businesses, having both monetary and psychological worth. The percentage of repeat
customers who buy a good defines the brand equity value. (Aaker, 1998). For brand equity to be
maintained, brand perception, brand recognition, and brand recognition are essential (Motameni and
Shahrokhi, 1998). Consumer plus monetary views are 2 ways to look at brand equity. The worth of a name
of a brand as an asset, or anything intangible, is evaluated from a financial standpoint (Farquhar et al,
1991). In contrast to competing brands without a brand name, brand equity boosts prospective sales and
cash flows (Motameni & Shahrokhi 1998).

The idea behind brand equity frameworks based on feedback from clients is that brand image genuinely
comes from what customers received, viewed, reacted to, learned, experienced, sensed, and considered
about the brand's reputation over time. Broadly stated, name recognition is what present and prospective
consumers say about a product depending on both their indirect and direct interactions with it.
Consequently, brand equity built on customer relations ultimately drives a business' future yield (Lassar et
al, 1995). Brand worth was already researched using a variety of methods, including branding, substitution
cost analysis, premium fair value pricing, and customer-related aspects. In the customer factor method,
brand equity is assessed via the computation of consumer preferences and attitudes (Aaker 1991: Kepferer,
1992).

Service Quality

Brand Equity

Tangibility

Responsiveness
Reliabilit
Yo
Assurance Brand Loyalty
Empathy /

Figure 1: Conceptual Model

ISSN: 2308-7056 Rauza, Hayat, Shafique & Khan (2022) 84



www.irbas.academyirmbr.com October 2022
International Review of Basic and Applied Sciences Vol. 10 Issue.4

Research Hypothesis

H1: There is a positive impact of tangibility on brand equity.

H2: There is a positive impact of responsiveness on brand equity.
H3: There is a positive impact of Reliability on brand equity.

H4: There is a positive impact of assurance on brand equity.

H5: There is a positive impact of empathy on brand equity.

H6: There is a positive impact of tangibility on brand loyalty.

H7: There is a positive impact of responsiveness on brand loyalty.
H8: There is a positive impact of reliability on brand loyalty.

H9: There is a positive impact of assurance on brand loyalty.
H10: There is a positive impact of empathy on brand loyalty.

Methodology

Hypothesis testing has been utilized in this explanatory study to help explain the results. Population
establishes the range of data sources that are available and is constrained in this study by numerous factors.
Customers from only the cafés in Islamabad made up the population for the survey. Convenience sampling,
not probability sampling, will be used. This sampling method is selected since it is quick, affordable, and
simple, and respondents are easily accessible. Even though the participants chosen or taken into
consideration aren't necessarily representative of the total population, they are chosen since they are easier
to obtain as a respondent for the study.

It is desirable in any type of study to examine the complete community, but in this study's population, there
are so many participants that it is not practical to include everyone. The non-probability convenience
sampling technique was used for this reason. This study attempted to gather a total of 300 replies because
the size of the sample was designed to be sufficient enough to reflect the entire population. To support the
validity of this study, the selection was restricted to well-known café businesses. The sample was intended
to provide the appropriate group of consumers to identify the responder group for the study and included
the majority of the leading companies.

Pakistan has 45 officially registered cafés. 15 of 45 cafes were chosen as the sample cafés based on
convenience sampling. The response rate was 30%. Sector experts along with ordinary participants are
meant to be part of the sample size to obtain a clear reflection of the café industry in Islamabad. These
cafes were reached by making individual attempts. The method used for this study isa structured
questionnaire called SERVQUAL with a Likert five-point scale that includes closed-ended questions. A
measurement instrument called SERVQUAL is universal and can be used in a wide range of service
sectors. There are 22 components in all, and they represent the service quality's five dimensions. To
ascertain their intentions of the businesses in the sector, the participants fill out the full questionnaire.
Additionally, it is believed that if a person's perception of performance falls short of what they had hoped
for, and vice versa, it shows poor quality.

According to Parasuraman, Zeithaml, and Berry (1988), SERVQUAL is a multi-item scale established for
the service and retail industries to determine how customers perceive the quality of the services they
receive. The author further claims that SERVQUAL should be evaluated and measured in a very
trustworthy way to enhance service quality. According to him, the SERVQUAL model can determine the
difference between what consumers demand from the product and how well it performs.

According to Alexandris et al. (2002), SERVQUAL is a useful methodology for locating actual problems
with service quality in the tourism industry. By visiting the cafes and gaining access to them, information
was gathered from the current customers of the café sector. The results are supported by several
procedures, including SPSS, particularly multiple regression and correlation.

ISSN: 2308-7056 Rauza, Hayat, Shafique & Khan (2022) 85



www.irbas.academyirmbr.com October 2022
International Review of Basic and Applied Sciences Vol. 10 Issue.4

Table No 1: Reliability Statistics of the Instruments

Construct Reliability Statistics

Service Quality .754
Tangibility .704
Reliability .704
Responsiveness 794
Assurance .764
Empathy 744

Brand Loyalty .785

Brand Equity 774

The reliability statistics table shows the alpha values. All the values of the constructs are greater than 0.7
showing that the instruments are reliable for further testing.

Analysis and Results

To examine the data, IBM SPSS version 26 was used. Initially, data was examined in terms of missing
values and influence. Some missing values were found and imputed to empower the results. Moreover,
some influential values were found and replaced with their respective mean values. After examining the
nature of the data correlation and regression analysis were performed.

Table No 2: Correlation Matrix of Variables

Tangibility Responsiveness Reliability Assurance Empathy BL BE
Tangibility 1
Responsiveness .368** 1
Reliability A481** A454** 1
Assurance .488** 420** A97** 1
Empathy .346** 512** A65**  520** 1
BL .360** 450%* 291**  398**  538** 1
BE .393** .295** 335**  389**  472**  521** 1]

** Correlation is significant at the 0.01 level (2-tailed)

According to the correlation table, there is a strong positive association between brand equity, brand
loyalty, reliability, tangibility, responsiveness, empathy, and assurance. Since none of the constructs have a
significant value above 0.05, hence, there is a significant positive association among them. Additionally,
the correlation statistics value of each variable in this table, which is 1, demonstrates that all the variables
are perfectly associated with themselves.

The regression applies through SPSS depicts that there lies a significant positive relationship between all
five dimensions of service quality on brand equity and brand loyalty. Hence approving all the hypotheses of
the study. Modern advances in the cafe industry, have increased competition and driven cafes to highlight
the importance of the service model, brand equity, and customer loyalty as means to improve their
competitive advantage. It is observed that every single variable, such as brand equity, brand loyalty, and
service quality is in a positive relationship between themselves. This shows that as the quality-of-service
parts rise, brand equity and brand loyalty will as well. Furthermore, this shows that the cafes are reachable.
Customers will be more loyal to a company, and it will have a stronger reputation if it can consistently
show reliability, certainty, empathy, and tangibility.
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Table No 3: Regression Analysis

Outcome
Y1(Brand Equity) Y2 (Brand Loyalty)

Antecedent Coeff SE T p Coeff SE T p
X1 (Tangibility) B, 112 .047 2382 .0178 B; 249 125 1992 0.047
X2 (Responsiveness) B, 221 111 1990 0.047 By 291 136 2,139 0.033
X3 (Reliability) Bs 322 133 2421 016 Bs 481 234 2.055 0.040
X4 (Assurance) B, .156 064 2437 0.015 By 537 221 2429 0.015
X5 (Empathy) Bs 104 045 2260 0.024 By 731 359  2.036 0.042
Constant a 1.732 471 4614 .000 ay 4923 816 6.033 .000

R*=.34 R?= .45

F (295) = 5.655, F (295) = 4.352,
p <.05 p<.05

Theoretical and Managerial Implications

This study offers academic theory building as well as real management and marketing applications. This
study demonstrates strong linkages between the relationships of service quality, brand equity, and brand
loyalty based on prior studies and theories related to these topics. As a result, it contributes to existing
literature. The business now has the potential to draw large amounts of foreign investment because of the
café industry's explosive growth over the last 10 years. Even if foreign direct investment is a positive
development for any sector in the country development, it can harm local businesses by escalating
competitiveness and exploiting its existing names and scale economies.

Executives and top managers will be able to make strategic choices and create strategic plans for respective
coffeehouse brands with the help of the current study. According to where they are located, expenditure on
purchasing has a significant impact on cafés in addition to the rising trend of business gatherings and
dinners held there. Such places have regular events such as buying, which fit in well either by lunchtime or
tea breaks. This circumstance will be advantageous for a café that is in a prime location, drawing in such
customers and generating extra money as a result as a part of a strategic edge.

Limitations and Delimitations of the Study

Due to the scarcity of secondary data on the subject, the study was conceptually constrained. The subject
has previously been the subject of some studies in western economies. This restricts the study's selection of
secondary data, forcing them to review foreign research on the relevant subject. The study is restricted to a
single metropolitan geographic center, namely Islamabad, where the sample is collected because the sector
is just less mature than other comparable sectors. The survey results will not apply to other populations in
general.

Service quality, which has five dimensions and affects brand equity and loyalty, is the sole factor that this
study concentrates on. Brand equity and brand loyalty can also be influenced by other crucial strategies that
aren't addressed in this study, such as customer behavior and dedication. As a result, more study is required
to take into account more preferred strategies. Convenience sampling, which was employed in this study,
may have introduced prejudice into the data that were collected. This is another drawback of the data
collection method that uses sampling. It is possible to employ a different sample method to prevent the bias
introduced by convenience sampling.
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Direction for Future Research

The current investigation is limited primarily to simply Islamabad, but future work may broaden its scope
to include the entirety of Pakistan. The absence of many other factors that may affect brand equity and
loyalty is a further gap that this study doesn't address. some more predictor variables may potentially be
included in the subsequent study along with this one.
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