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Chapter One
Cognitive Frameworks of Niche Marketing

Niche marketing is considered a contemporary strategic approach that
focuses on targeting a specific segment of customers in order to meet their
particular needs with precision and effectiveness. This type of marketing
relies on providing tailored solutions that enhance the efficiency and
impact of marketing campaigns. Accordingly, this chapter presents the
cognitive frameworks of niche marketing and examines their role in
achieving commercial success within competitive market environments.

1.1. Concept of Niche Marketing

Niche marketing is regarded as one of the contemporary concepts that has
emerged in marketing science as a result of significant changes in the
global market and the evolving needs of customers. This type of marketing
is based on focusing on a specific segment of the market, often referred to
as the “target market™ . Such a market is served through the provision of
products or services that precisely and specifically meet the needs of that
segment. Niche marketing is distinguished by the fact that it does not target
the market as a whole; rather, it concentrates on a particular segment that
typically possesses unique needs or preferences that are not adequately
satisfied by general markets®.

Niche marketing falls within the category of marketing strategies that
emphasize customization and differentiation, instead of adopting a mass
marketing strategy. Marketers engaged in niche marketing focus on
delivering added value that reflects a clear understanding of the specific
requirements of the target market. This, in turn, necessitates accurate
market analysis and the use of advanced tools to understand the needs and
trends of the targeted segment. Market data and analytical insights are
considered fundamental tools for developing a precise understanding of the
market®,

One of the most important pillars of niche marketing is the achievement of
a competitive advantage. This advantage stems from the organization’s
ability to offer products or services of exceptional quality or unique
features that align with the needs of the targeted segment. For instance, in
the skincare market, a brand may choose to focus exclusively on natural
products that cater to customers with sensitive skin. By providing products
specifically designed for this segment, the brand can attain a competitive
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advantage that differentiates it from competitors operating in the broader
market®,

Niche marketing is particularly beneficial for small and medium-sized
enterprises that may lack sufficient resources to compete with large
organizations in the mass market. By concentrating on a niche market,
these organizations can achieve market penetration and enhance customer
retention. However, this approach requires a deep understanding of the
targeted sector and the development of effective marketing messages that
reflect the organization’s commitment to meeting customer needs®.

The concept of niche marketing is closely linked to the evolution of the
notion of “market segmentation,” which is defined as *“the process of
dividing a large market into smaller and more homogeneous segments.”
This approach is attributed to the advancement of market research and
analytical methods, which have enabled the identification of customers’
demographic, behavioral, and psychographic characteristics. Such data
assist organizations in tailoring their marketing efforts to align with the
unique attributes of each customer segment®.

Modern technology also contributes significantly to enhancing the
effectiveness of niche marketing. With the emergence of social media
platforms and digital marketing tools, it has become possible to reach target
customers in a more precise and efficient manner. These tools provide the
capability to analyze customer behavior and target them based on specific
criteria such as age, geographic location, interests, and purchase history.
For example, an organization offering fitness products can target customers
who demonstrate an interest in sports through social media or those who
purchase similar products online”.

Despite the numerous advantages of niche marketing, it faces several
challenges, most notably:

1. The risk of excessive dependence on a narrow market; if the needs
of the target market change or competition becomes more intense,
the organization may find itself in a difficult position. Therefore,
niche marketing requires dynamic and adaptable strategies that
respond to market changes.

2. The relatively high costs associated with developing customized
products or services compared to mass marketing®.

Niche marketing is also prominent across multiple sectors such as
healthcare, education, and technology. In the healthcare sector, for
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example, marketing programs are developed to target specific customer
segments such as the elderly or patients with diabetes through the design
of awareness campaigns and products that meet their needs. Likewise,
academic institutions can offer tailored programs targeting particular
customer groups, such as professionals seeking skill development or
individuals pursuing flexible education that fits their schedules®. These
challenges can be illustrated in Figure (1-1).

+ O =10

Overreliance on a High production costs for Key challenges of
narrow market niche products niche marketing
niche marketing requires dynamic,
adaptable strategies in response
to market changes

Elevated costs of developing
customized products relative
to general marketing

Figure (1-1): Key Challenges Facing Niche Marketing

Niche marketing is also considered an effective tool for enhancing brand
loyalty. When customers perceive those products or services are
specifically designed for them, they are more likely to remain loyal to the
brand. Such loyalty can evolve into a powerful mechanism for
strengthening reputation and building a sustainable customer base.
Moreover, niche marketing can contribute to reducing advertising costs by
focusing on target customers rather than attempting to reach the market at
large?,

Niche marketing is likewise a component of adaptive marketing strategies,
which advocate adjusting marketing efforts in accordance with
environmental and market dynamics. This approach integrates creativity
with strategic planning to ensure that customer needs are met in an
innovative and sustainable manner. Furthermore, niche marketing
underscores the importance of interacting with customers and
understanding their opinions and feedback, which can be utilized to
improve products or services and deliver more distinctive experiences!V,

It can be argued that niche marketing represents a significant shift in the
way organizations interact with markets, reflecting a stronger commitment
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to meeting customer needs in a precise and personalized manner. This
makes it a powerful instrument for building long-term relationships with
customers and enhancing the organization’s position in the market.
However, the success of this approach largely depends on the
organization’s ability to accurately understand the needs of the target
market and to develop flexible strategies that adapt to continuous market
changes"?. Scholars and researchers have differed in establishing a unified
definition of niche marketing, and Table (1-1) presents the most prominent
definitions according to the views of selected authors and researchers.
Table (1-1): Definitions of Niche Marketing According to the Views of
Selected Authors and Researchers.

No.

Definition

Source

1

A strategy that focuses on providing products and services tailored to
the needs of a specific customer segment based on factors such as
habits, interests, and demographic characteristics.

(13)

Customizing products and services for a particular customer segment
to achieve the highest level of satisfaction and loyalty, while
enhancing the organization’s ability to differentiate and outperform
competitors in niche markets.

(14)

Marketing strategies aimed at concentrating on a narrow customer
market rather than targeting a broad audience, including the
customization of products and services to precisely meet the needs of
these customers.

(15)

An approach that emphasizes identifying and targeting a narrow and
specific market segment through designing products and services and
directing promotional campaigns to meet the unique needs of that
segment, with the goal of establishing long-term customer
relationships and increasing loyalty.

(16)

Marketing strategies that rely on allocating organizational resources
to serve a specific market, aiming to achieve a competitive advantage
by offering products or services specifically aligned with the desires
and needs of a particular customer group, without focusing on the
general market.

(17)

A process in which organizations concentrate on a small and defined
market, acting as a “big fish in a small pond,” to provide customized
and distinctive offerings compared to competitors in this limited
market, leveraging innovation, adapting to customer preferences, and
developing strategies to meet those needs.

(18)

A marketing strategy that focuses on targeting a specific customer
segment with products or services specially designed to satisfy their
unique needs, enabling the organization to achieve a highly
competitive advantage in that sector and fostering long-term
relationships with customers through delivering distinctive value
unavailable in the general market.

(19)
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Based on the foregoing, the authors define niche marketing as an approach
that focuses on meeting the needs of a specific customer group by relying
on a deep understanding of their requirements and providing customized
solutions that enhance the value of their experience. This approach helps
strengthen customer loyalty to the brand and increases competitive
advantage by utilizing organizational resources more effectively.

1.2. The Importance of Niche Marketing

Niche marketing is a contemporary strategy that organizations adopt to
focus on meeting the needs of target customers with precision and
efficiency. This type of marketing emerges as a strategic tool that enables
organizations to enhance performance, increase profits, and achieve a
sustainable competitive advantage. The importance of niche marketing 1s
based on several factors that make it a fundamental strategy across multiple
sectors®?. The key aspects of its importance can be summarized as follows:

a. Focus on a Specific Customer Segment:

Niche marketing allows organizations to concentrate on a defined group of
customers with unique needs and desires. Through this approach,
organizations can provide products and services specifically designed to
satisfy these needs, creating a competitive advantage that distinguishes the
organization in the market compared to competitors. This differentiation
also contributes to building strong relationships between the organization
and its customers, enhancing loyalty and supporting the organization’s
continuity in the market®,

b. Efficient Use of Resources:

It is an effective strategy for optimizing the use of available resources.
Instead of targeting the market broadly, organizations focus on a specific
segment, allowing for more efficient allocation of financial and human
resources. According to recent studies, this strategy enables organizations
to leverage underutilized resources to develop innovative offerings that
directly address the needs of the target customers®?,

c. Higher Profitability:

Niche marketing can generate higher profits. When organizations offer
distinctive products or services that cater to specific needs, they can price
these offerings higher than conventional products. This premium pricing
reflects the perceived value that customers attach to the product or service,
leading to increased revenues and financial growth®?).
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d. Building Long-Term Customer Relationships:

By providing customized solutions that accurately meet customer needs,
niche marketing helps establish long-term relationships. Such relationships
not only encourage repeat purchases but also strengthen customer loyalty
to the brand, reducing the likelihood of switching to competitors. This
loyalty positively impacts the organization’s reputation in the market and
enhances its ability to attract new customers®¥.

e. Market Segmentation and Responsiveness:

By focusing on specific segments, organizations are better positioned to
monitor changes in customer needs and overall market trends. This
continuous interaction allows for rapid and flexible adjustments in
strategies, supporting sustained sales and growth. Additionally, niche
marketing can reveal new market opportunities by identifying untapped
gaps, providing the organization with a proactive advantage in
innovation®).

f. Operational Efficiency:

Niche marketing improves operational efficiency by reducing waste in
marketing efforts and concentrating on targeting defined customer groups.
This approach lowers the costs of marketing campaigns and directs
investments toward the most effective channels to reach target customers,
thereby enhancing return on investment®,

Figure (1-2) illustrates the importance of niche marketing.

Focusing on a defined An eff‘ec? ve strategy
for optimizing the use

customer segment .
of available resources

Building long-term
relationships with customers
by delivering customized
solutions that precisely meet
their needs

Niche
Marketing

G D

Realizes higher profits
through premium pricing
that reflects value

Improving organizational

Foc_u_slng on operational efficiency by
specific market reducing marketing effort
segments waste

Figure (1-2): The Importance of Niche Marketing
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Niche marketing is not merely a strategy for meeting the needs of a
particular customer segment; rather, it serves as a means to achieve
multiple objectives, including improving organizational performance,
enhancing competitiveness, and increasing profits. Its significance relies
on the ability to identify and effectively exploit hidden opportunities in the
market. Accordingly, organizations that adopt niche marketing not only
ensure the enhancement of their current performance but also position
themselves strongly to address future challenges.

1.3. Objectives of Niche Marketing

The objectives of niche marketing vary depending on the target market and
the nature of the product or service offered. Generally, it aims to achieve
the highest levels of customer satisfaction and loyalty among target
customers, while increasing the organization’s competitive advantage in a
niche market. The key objectives of niche marketing can be summarized
as follows:

a. Precise Identification of Target Segments:

Niche marketing focuses on a specific customer segment with unique
needs or desires, rather than attempting to attract a broader audience.
These segments can be defined based on demographic, geographic,
behavioral, or psychographic criteria. For example, some organizations
may target customers with specific allergies or those interested in a
healthy lifestyle. By concentrating on these narrow segments,
organizations can offer niche solutions that better align with customer
requirements!®).

b. Meeting Customer Needs More Effectively:

Organizations aim to understand the factors influencing purchase decisions
and direct marketing efforts toward providing innovative solutions that
address specific needs. For instance, if a segment of customers seeks
organic and eco-friendly products, the organization can offer solutions that
fully satisfy these requirements. Meeting such niche needs makes
customers feel that the product or service is tailored for them, enhancing
their sense of belonging to the brand®”.

¢. Building Sustainable Long-Term Relationships:

By providing tailored offerings and experiences that closely match
customer needs, organizations strengthen loyalty and trust between the
customer and the brand. Personalized attention and consideration of small
details can improve the customer experience, encouraging repeat
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purchases. This type of relationship distinguishes organizations that
employ niche marketing from those relying on mass marketing
strategies!?,

d. Creating Opportunities for Differentiation:

Niche marketing allows organizations to stand out from competitors by
offering unique and customized solutions. Organizations can attract
customers who cannot find similar offerings elsewhere. For example,
brands targeting pet owners can differentiate themselves by providing
products designed specifically for their furry companions, such as niche
foods or unique accessories®®.

e. Enhancing Marketing Efficiency:

Focusing marketing efforts on a specific segment enables organizations to
allocate resources more effectively, reducing waste in marketing
campaigns and increasing the likelihood of success. Marketing messages
become more relevant and tailored to the target customers. Additionally,
data and analytics can be leveraged to better understand customer
behaviors and optimize future campaigns!¥.

f. Increasing Customer Perceived Value:

When organizations provide products or services tailored to a customer’s
specific needs, the customer perceives greater value compared to general
products that may not fully meet their requirements. This added value
increases customer satisfaction, strengthens brand relationships, and
encourages future purchases®?.

The objectives of niche marketing are considered highly effective tools in
the contemporary business environment. By focusing on specific customer
segments and addressing their needs with precision, organizations can
achieve significant success, both in building strong, long-term
relationships with customers and in attaining market differentiation and
enhanced competitive advantage. Additionally, niche marketing improves
the efficiency of resource utilization and enables organizations to deliver
greater added value to customers, thereby increasing their ability to
compete in diverse markets. Figure (1-3) illustrates the objectives of niche
marketing.
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Figure (1-3): Objectives of Niche Marketing
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Chapter Two
Types and Characteristics of Niche Marketing

This chapter addresses the various types of niche marketing, as these types
reflect how marketing efforts can be directed in a precise and effective
manner, leading to the establishment of sustainable relationships with
customers and generating positive economic outcomes for organizations.
The chapter also examines the characteristics of niche marketing, through
which organizations can identify the most suitable approaches to engage
with target markets and achieve effective results.

Types of Niche Marketing

There are two primary types of niche marketing. The first relies on
providing innovative and unique solutions to the market based on advanced
analyses and continuous innovation, while the second focuses on targeting
a specific segment of customers with products or services that precisely
meet their needs. Each type will be discussed in detail below.

2.1.1. Market-Oriented Marketing

Market-oriented marketing is one of the key types within niche marketing,
as it emphasizes offering products and services that target a specific
segment of the market based on its particular needs. This type of marketing
depends on thorough market analysis and a deep understanding of
customer needs and expectations, using this information to develop
marketing strategies directly tailored to the targeted segments‘V.

Market-oriented marketing involves segmenting the market into smaller,
more manageable groups that can be addressed more accurately and
effectively. These segments vary according to specific characteristics such
as age, gender, geographic location, interests, or purchasing behaviors.
This process, known as market segmentation, enables brands to focus on
particular customers in a way that elicits stronger and more favorable
responses than the general market. Through this strategy, brands can
deliver personalized marketing messages that align with the characteristics
and needs of each segment, enhancing campaign effectiveness and
increasing conversion rates®.

One of the most notable advantages of market-oriented marketing is its
ability to build close relationships with customers. Rather than attempting
to attract everyone, this strategy focuses on delivering value to specific
customers, which strengthens brand loyalty and increases the likelihood of
repeat purchases. These close relationships also contribute to improving
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the overall customer experience, as customers receive offers tailored to
their personal interests and needs, thereby enhancing satisfaction with
products or services®.

Market-oriented marketing also contributes to enhancing the competitive
advantage of brands. When marketers can accurately identify market
segments and develop tailored offerings for them, a brand can distinguish
itself from competitors who may not effectively target the same segment.
This advantage helps organizations improve their market position and
increase market share®.

Implementing market-oriented marketing requires the use of advanced data
analytics techniques to deeply understand customer behavior. Big data,
predictive analytics, and customer relationship management (CRM) tools
are among the instruments that can enhance market-oriented marketing
strategies. Through these tools, customer interactions with the brand can
be tracked, changing needs can be analyzed, and offers and marketing
messages can be optimized to meet those needs most effectively®).

Overall, market-oriented marketing is a powerful tool that can enhance the
effectiveness of marketing strategies by tailoring efforts to the needs of
specific customer groups. This strategy strengthens brand loyalty,
improves customer experience, and enhances competitive advantage in the
market. The success of these strategies relies on a precise understanding of
the market and its needs, as well as the use of modern data analytics tools
to deliver personalized offerings accurately and effectively®.

Market-oriented marketing is based on the following principles:

a. A precise understanding of the targeted customer segments and the
provision of tailored solutions to meet their specific needs.

b. Contributing to the enhancement of customer loyalty and the increase of
market share through offering products and services that are appropriately
aligned with each segment.

c. Strengthening the organization’s ability to achieve competitive
differentiation by utilizing advanced data analytics tools to improve the
overall customer experience.

2.1.2. Customer-Oriented Marketing

Customer-oriented marketing is a strategic approach that primarily focuses
on addressing customers’ needs and desires, aiming to deliver a
comprehensive marketing experience that meets their expectations
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throughout all stages of their relationship with the brand”. Although this
type of marketing emerged in the previous century, it has now become a
fundamental principle adopted by many organizations in the modern era,
as the emphasis on customers has grown amid high market competitiveness
and the increasing diversity of available options®.

Customer-oriented marketing is based on the fundamental idea that
organizations must place the customer at the core of their marketing
strategies. This implies that every marketing decision—whether related to
product design, pricing, promotional channels, or distribution methods—
should be guided by the goal of enhancing the customer experience and
increasing satisfaction”). Thus, the customer emerges as a central element
in the success of any marketing strategy.

Implementing customer-oriented marketing requires deep market and
customer analysis. This strategy relies on understanding customer
behavior, needs, and preferences, which are collected through advanced
analytical tools such as surveys, market studies, big data analysis, and
customer relationship management (CRM) systems. These tools enable
organizations to gather accurate information that can help them tailor
marketing campaigns and develop products or services that better meet
their customers’ needs!?.

According to!), the core principle of customer-oriented marketing is that
customers are at the center of attention. This strategy requires
organizations to have a thorough understanding of their customers,
including their expectations and opinions regarding the products or
services offered. Delivering added value to customers is essential in this
type of marketing, meaning that organizations need to provide products
and services that consistently meet customer needs.

Market segmentation is a key component of customer-oriented marketing.
Within this framework, marketers divide the market into subgroups based
on shared characteristics such as age, geographic location, occupation, or
purchasing behavior. Once the market is segmented, organizations can
tailor their marketing strategies to meet the needs of each group more
effectively. The main advantages of customer-oriented marketing include:

a. Segmenting the market into subgroups according to specific
characteristics is a key tool in customer-oriented marketing. This process
can help in customizing marketing strategies more effectively to achieve
positive responses from targeted customers!?).
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b. Personalized customer experiences, such as targeted recommendations
and customized offers, contribute to strengthening customer relationships
and increasing loyalty. This is evident in data-driven recommendation
strategies and the analysis of customer behavior to enhance the user
experience!?,

c. Customer-oriented marketing is not limited to acquiring new customers;
it also focuses on nurturing existing customer relationships through loyalty
and reward programs. This approach encourages continuous engagement
via channels such as email and social media?.

Customer-oriented marketing is a crucial strategy in today’s business
environment, as it places the customer at the center of attention to ensure
their needs are met and satisfaction is enhanced. This strategy relies on
thorough analysis of customer behavior and the use of technological tools,
such as big data, to personalize marketing experiences. By focusing on
strengthening relationships with existing customers while acquiring new
ones, this type of marketing becomes a fundamental element for achieving
competitive differentiation. Figure (2-1) illustrates the types of niche
marketing.
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2.2. Characteristics of Niche Marketing

Niche marketing is distinguished by a set of characteristics that
differentiate it from traditional mass marketing. It focuses on a specific
market segment and aims to meet its needs precisely'®. The key
characteristics can be summarized as follows:

2.2.1. Sufficient Market Size and Purchasing Power for Profitability

Niche marketing represents a strategic orientation aimed at targeting a
specific market segment to satisfy its needs and achieve sustainable profits.
Although niche marketing focuses on a narrower customer base compared
to mass marketing, it compensates for this limitation by delivering
distinctive value tailored to that segment®).

This characteristic is based on the principle that targeting a small but
sufficiently affluent segment can offset the reduced market size. According
to!?, niche marketing operates within an economic system capable of
producing goods efficiently, ensuring profitable returns regardless of
competitive conditions. This enables niche organizations to operate
effectively within a defined scope, enhancing their capacity to face market
and environmental challenges"®. Achieving profitability in a niche market
requires a market size adequate to generate the desired returns. Although
these markets tend to be smaller than general markets, focusing on high-
purchasing-power customers ensures a strong financial outcome!!®). By
gaining a deep understanding of customer needs, organizations can offer
value-added products or services, strengthening customer loyalty and
supporting business sustainability@?,

Niche marketing reflects a profound understanding of market dynamics,
aiming to exploit competitive advantages while avoiding challenges
associated with broad markets. This can be achieved by directing resources
toward improving production efficiency and reducing operational costs,
which contributes to greater profitability®). Porter®® considers this
approach ideal for small and medium-sized organizations seeking
differentiation in competitive markets with numerous players. Niche
markets are often less exposed to economic fluctuations than mass markets
because the targeted customers tend to be more committed and financially
capable, ensuring stable demand over the long term®. Organizations can
also gradually expand operations within the same segment or into similar
segments, creating additional growth and profitability opportunities®.
Ensuring sufficient market size and purchasing power is therefore a crucial
element for the success of niche marketing strategies, providing
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organizations with the opportunity to achieve sustainable profits by
effectively meeting the needs of a specific segment!®).

2.2.2. Increasing Demand and Creating Potential Monopoly

Specialization in delivering high-quality products can increase demand,
potentially leading to market monopolization—an important achievement
for small organizations. This allows them to develop distinctive
capabilities to support their operations and grow within their domains
while establishing a reputation for quality and innovation. This
characteristic is manifested by focusing marketing efforts on addressing
the needs and desires of a particular group of customers who are often
overlooked or underserved by competitors?.

a. Increasing Demand

Increasing demand is a core process in niche marketing, achieved by
offering products or services designed to meet the specific needs of
targeted customers, through:

1. Providing solutions aligned with the defined market needs, making
the product more attractive to the target customers®.

2. Using targeted marketing messages that demonstrate a deep
understanding of customers’ desires and values, enhancing
engagement and brand connection®,

3. Delivering an exceptional customer experience that builds long-term
relationships and strengthens loyalty).

b. Creating a Potential Monopoly
When organizations focus on a narrow and specific market segment, they
gain an advantage that may position them as the sole or leading player in
that sector. Potential monopolies arise through:

1. Organizations adopting niche marketing acquire extensive expertise
and precise knowledge of the market they target, making it difficult
for competitors to enter this field easily®”.

2. Focusing on a small, defined market often leads to investments in
building strong customer relationships and developing products that
are hard to replicate, raising entry barriers for competitors®®.

3. Customers’ trust in a brand that provides a unique solution to their
problems makes it difficult for them to switch to competitors,
creating a psychological and practical monopoly©.
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2.2.3. Enhancing Competitiveness by Limiting Competitor Knowledge

Limiting competitor knowledge is a prominent strategy in niche marketing,
focusing on marketing strategies that improve the organization’s
competitive position by keeping marketing intelligence and information
about the target market and customers confidential®”). This approach relies
on leveraging internal strengths and developing unique strategies that are
difficult for competitors to replicate, granting the organization a
sustainable competitive advantage!!?).

A core aspect of this characteristic is emphasizing information as a
strategic asset. Detailed and accurate customer and market information is
collected and protected to develop targeted products and services that meet
highly specific customer needs, making it difficult for competitors to
predict organizational plans or replicate strategies®?). Niche marketing also
focuses on designing strategies aimed at specific market sectors with
unique characteristics and needs, making them complex and difficult to
transfer or copy. For instance, marketing campaigns are precisely tailored
to the target customer using niche and undisclosed techniques®V.

To limit competitor knowledge, organizations implement tools such as
encryption and database management to protect strategic information,
along with continuous innovation to offer new solutions®?. They also use
business intelligence technologies, including big data analysis and artificial
intelligence, to identify market trends and potential opportunities, making
it harder for competitors to keep pace!'?). Building strong relationships with
customers is another key tool for reducing competitor knowledge. When
organizations establish trustworthy relationships, customer loyalty
increases, reducing the likelihood of switching to competitors®).

This approach helps create strong customer relationships, which are among
the most effective means of limiting competitor knowledge. When
customers feel that their needs are understood and met distinctively, they
remain loyal to the brand, reducing the possibility of defection®?,
emphasize®**! that limiting competitor knowledge is a strategic tool that
allows organizations to enhance their competitiveness in niche markets. By
protecting information, continuously innovating, and effectively using
technology, an organization can build competitive barriers that make it
difficult for competitors to match its performance or threaten its market
position. This approach not only strengthens the organization’s current
position but also paves the way for long-term success in niche and complex
markets.
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2.2.4. Possessing the Resources and Skills Required for Specialization

Possessing the necessary resources and skills for specialization is a key
characteristic of niche marketing, significantly contributing to the success
of marketing strategies. This concept emphasizes the importance of the
ability to allocate and utilize available resources optimally to provide
products or services that meet the needs of a specific target market
segment. Niche marketing requires deep focus on a particular customer
segment, tailoring strategies to meet their specific requirements, which can

only be achieved through the availability of appropriate resources and
skills®?,

Resources required for niche marketing include financing, time, and
information. Financing is crucial for developing niche strategies. Although
niche marketing may be costlier than mass marketing, its costs are often
more effective when directed toward a segment with higher returns. Time
is essential as niche marketing requires detailed research and continuous
monitoring of changing market needs and customer trends. Information is
foundational, as success depends on collecting accurate data about
customers, their needs, and purchasing behaviors.

Niche marketers rely on analyzing this data to develop effective strategies
that directly address target customer needs, highlighting the role of
technical skills in data analysis and demand forecasting®®.

Skills are also critical for success. Niche marketers need advanced abilities
to understand customers and communicate effectively with them. The work
requires developing innovative marketing strategies tailored to the unique
characteristics of the target segment. For example, marketers must design
campaigns reflecting the interests and preferences of specific customer
groups, enhancing the impact of marketing messages®?.

Niche marketing requires teams with diverse skills, including industry
expertise, proficiency in advanced marketing tools and techniques, and the
ability to innovate using modern technologies such as artificial intelligence
and big data analytics, which improves the ability to customize products
and services.

Possessing the necessary resources and skills is therefore essential for
developing successful marketing strategies that focus on meeting the needs
of a specific customer segment. It requires a combination of precise
resource allocation, technical and creative skills, and the ability to deliver
exceptional experiences to target customers, ensuring long-term success in
the market®®,
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2.2.5. Establishing Barriers to Competitor Entry

Creating barriers to competitor entry is a fundamental characteristic of
niche marketing. This approach seeks to establish a market environment
with defined limits and obstacles for organizations that may wish to enter
a given market. These barriers act as strategies to protect the niche
organization’s market share and strengthen its position among customers.
By imposing restrictions on new entrants, niche organizations maintain
competitive advantage and continue offering products or services that meet
the specific needs of their target customers®?).

There are multiple ways to establish entry barriers. One of the most
common strategies 1is creating a high initial investment barrier.
Organizations operating in niche markets may require substantial
investments in infrastructure, technology, or research and development,
making it difficult for new entrants to compete without significant capital.
For instance, in technological or medical sectors, large investments may be
needed to develop products or deliver niche services that are hard for new
entrants to replicate®?).

Operational costs also play a role in creating barriers. In some industries,
high production or distribution costs prevent new entrants. By improving
operational efficiency and reducing costs at production or distribution
levels, niche organizations can achieve a clear competitive advantage. For
example, an organization with a strong distribution network or exclusive
partnerships with key suppliers creates obstacles for new competitors, who
cannot easily match the same efficiency or costs“?.

Building a strong and trusted market reputation is another critical factor.
Niche organizations that establish solid customer relationships foster long-
term loyalty, making it difficult for new entrants to attract customers. A
good reputation is hard to replicate, creating an additional barrier for new
competitors*?. Legal and regulatory barriers may also apply. Niche
organizations can leverage intellectual property protections, such as
patents or trademarks, to prevent new entrants from copying products or
services, reducing direct competition.

Furthermore, niche organizations may strengthen relationships with key
suppliers through exclusive contracts, making it difficult for competitors
to access the same resources under similar terms. These exclusive
agreements create additional barriers and reinforce the competitive
position of the niche organization®,
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Entry barrier strategies help create a market environment favorable to niche
organizations, enabling them to control the market and maintain their
market share. These strategies require deep market knowledge, investment
in necessary resources, and the ability to anticipate future market trends,
enhancing the organization’s capacity to maintain superiority over
competitors“?,

These characteristics represent:

a. A fundamental pillar for developing effective marketing strategies that
precisely and efficiently target the needs of specific market segments.

b. Highlighting the importance of sufficient market size and purchasing
power in niche marketing.

c. Enhancing competitiveness through specialization and innovation.

d. Allowing a focus on customers, building strong loyalty, and establishing
a distinctive brand image in niche markets.

The above characteristics can be illustrated in Figure (2-2) as follows.
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Characteristics
Niche Marketing

Barriers to entry
for competitors

Possessing the resources
land capabilities necessary
for specialization

Enhancing competitiveness
by limiting rivals’ knowledge

Stimulating demand and creating
potential monopolistic advantages

Sufficient scale and purchasing
power to generate profits

Figure (2-2) Characteristics of Niche Marketing

Figure (2-2) illustrates the key characteristics of niche marketing, which
represent the fundamental pillars for developing effective marketing
strategies that precisely and efficiently target specific market segments.
These characteristics include increasing demand and creating potential
monopolies by focusing on a defined segment, enhancing competitiveness
by limiting competitor knowledge, possessing the necessary resources and
skills for specialization, and establishing barriers to competitor entry.
These features enable organizations to innovate, deliver distinctive value
to customers, build strong loyalty, and establish a unique brand image in
niche markets, thereby supporting sustainable growth and long-term
success.
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Chapter Three

Dimensions of Niche Marketing

The dimensions of niche marketing constitute fundamental pillars for
understanding how to target markets precisely and effectively. () identified
three dimensions of niche marketing: focused marketing, customization,
and positioning. These dimensions were selected due to their importance
in formulating marketing strategies that meet the needs of a specific
customer segment, diverging from the traditional broad approach.
Moreover, these dimensions help deepen understanding of how value can
be delivered individually. They can be detailed as follows:

3.1. Focused Marketing

Focused marketing is one of the prominent strategies organizations adopt
to achieve distinction in niche markets, aiming to meet the needs of a
specific market segment in a precise and comprehensive manner.
Organizations niche in a particular field demonstrate the ability to
concentrate on a defined market segment or product line, enabling them to
offer tailored products and services that meet the segment’s requirements.
Focused marketing can be applied across various sectors—industrial,
service, or commercial—making it a broad strategy with potential global
applicability. This approach reflects a strategic concept that goes beyond
merely offering products, extending to building close relationships with
customers and gaining a deep understanding of their needs and desires®.

Concentrating on a specific market segment grants an organization a
significant competitive advantage. When an organization can allocate its
efforts and resources to meet the needs of a particular customer group, it
achieves a strong market position. Customers in this segment perceive the
organization as a preferred choice that fulfills their needs precisely and
uniquely. This strong market position is accompanied by a positive
reputation, as customers view the organization as niche and reliable. The
reputation extends not only to current customers but also to potential ones,
enhancing the organization’s ability to attract new market segments over
time®.

Focused marketing requires designing products, services, and marketing
programs carefully tailored to the targeted segment. “emphasizes that
precise adjustment of products, pricing, and marketing programs is
essential for achieving higher effectiveness and efficiency. When an
organization can deliver products or services that fully meet customer
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needs, it not only satisfies customers but also strengthens their loyalty, thus
establishing a robust and sustainable customer base in the long term.

argue® that focused marketing enables organizations to reduce costs
associated with marketing and production by directing resources toward a
specific market segment. This concentration minimizes resource wastage
and enhances operational efficiency. For instance, organizations can
reduce costs related to general advertising and replace them with targeted
campaigns aimed at niche market customers. Production costs can also be
lowered by focusing on creating customized products that meet the targeted
segment’s needs, enhancing profitability and supporting sustainable
growth.

©highlights that focused marketing requires a deep understanding of the
target segment, including its characteristics, customer behavior, and
prevailing trends. Marketers must collect and analyze data related to the
target market to ensure that products, services, and marketing programs
align with customer requirements. Continuous market analysis can reveal
new growth opportunities within the targeted segment or even entry into
new segments over time.

asserts”) that focused marketing provides organizations with a means to
outperform competitors. By delivering unique value to customers in a
niche market, organizations reduce the impact of general competition and
build a competitive advantage that is difficult to replicate. This strategy
also allows organizations to develop niche expertise and skills in their field,
positioning them as the preferred choice for customers seeking niche
products or services.

notes® that despite its significant advantages, focused marketing entails
certain challenges. Chief among these is the heavy reliance on a single
market segment. If this segment experiences a decline or changes
drastically, the organization may face difficulties. Therefore, organizations
adopting focused marketing must develop contingency plans and
procedures to accommodate sudden market changes. Monitoring general
market trends and maintaining flexibility is also crucial to adapt to
evolving conditions.

With technological advancements, big data, and advanced analytics,
organizations can implement focused marketing strategies with greater
precision and effectiveness. Modern technologies provide tools to analyze
data and understand customer behavior better, helping organizations
design tailored marketing campaigns that meet customer needs in detail.



novateurpublication.org
ISBN: 978-93-87901-28-5

These tools also allow organizations to measure campaign performance
and identify areas for improvement to achieve better results®.

Focused marketing is not merely a marketing strategy but a comprehensive
approach linking all business aspects. By concentrating on a specific
segment, organizations can enhance all elements of the value chain, from
research and development to production, distribution, and marketing. This
contributes to improving the overall customer experience, increasing
satisfaction and loyalty?,

consider!V focused marketing one of the most effective tools for achieving
success in a niche market. By providing distinctive value to customers and
building close relationships, organizations can attain a strong market
position and sustainable growth. However, organizations must remain
aware of the challenges associated with this strategy and address them with
flexibility and innovation to ensure long-term success.

3.2 Customization

Successful customization requires organizations to offer customers a
variety of products from which they can choose, allowing them to achieve
better alignment with their individual needs and preferences.
Understanding the factors driving customers to purchase customized
products is critical for organizations aiming to design effective marketing
strategies and improve product offerings to meet diverse customer
needs?,

Customization has emerged as one of the most significant trends in modern
marketing, reflecting customers’ desire for products and services that
perfectly align with their expectations and preferences. Organizations face
the challenge of achieving high precision in customization, requiring
substantial investment in market understanding and customer behavior
analysis. Interaction with customization tools plays a key role, enabling
customers to better identify and articulate their preferences. These tools
provide customers with an exceptional opportunity to participate in the
design or customization process, creating an emotional connection with the
product or service. This relationship transforms the customer into an active
participant in the shopping experience rather than a passive recipient,
enhancing overall satisfaction with the final product. Through this
interaction, organizations gain valuable data to refine strategies and offer
products more aligned with diverse customer preferences!?.

argue that'¥, in advertising contexts, customization plays an essential role
in capturing customer attention and driving purchase decisions. When
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customers encounter products aligned with their tastes or personal
preferences—especially when presented in a personalized message—they
are much more likely to purchase them than if exposed to a generic
message. Personalized messages demonstrate a deep understanding of
customer preferences and show the organization’s commitment to meeting
individual needs, serving as an effective means to convey the
organization’s value while enhancing personal connection with the brand.

Customization positively affects customers’ perception of product quality
and value. When customers feel a product or service is designed
specifically for them, they perceive it as more valuable, increasing their
willingness to pay a premium. This effect also strengthens customer
loyalty, as they feel understood and attended to. Furthermore,
customization enhances the overall shopping experience, making it more
personalized, which improves satisfaction with the purchasing process as
a whole(!,

Customization has become a core element in achieving a competitive
advantage. Organizations that successfully offer products tailored to
unique customer needs are better positioned to differentiate in the market
and attract diverse customer segments. Utilizing technologies such as
artificial intelligence and data analytics enhances organizations’ ability to
anticipate customer preferences and design products accordingly. Tools
like virtual and augmented reality provide customers with interactive and
personalized experiences when selecting or designing products®.

emphasizes that!”? customization extends beyond products to services. For
instance, service customization can involve developing customer
experiences based on prior preferences, such as personalized advertising
messages or online shopping experiences. This type of customization
enhances customer experience, making them feel they receive uniquely
tailored services. By analyzing data on customer behavior, organizations
can design services better aligned with expectations, improving
satisfaction and loyalty.

notes that"® customization is not without challenges. It demands
significant investment in technological infrastructure and skill
development for data collection and analysis. It also requires a precise
understanding of the market and customers, alongside the capacity to
respond swiftly to changing preferences. Organizations that overlook
customization may struggle to remain competitive, especially as customer
expectations for tailored products and services increase.
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Customization plays a vital role in fostering long-term customer
relationships. When customers perceive that organizations care about
meeting their individual needs, they become more connected to the brand
and are more likely to remain loyal. This relationship not only drives higher
sales but also builds a reliable, loyal customer base supporting sustainable
growth. Satisfied customers are also more likely to promote the brand
through word-of-mouth®,

contend that®? customization represents one of the most influential trends
in modern marketing. By offering a diverse range of products and services
aligned with customer preferences, organizations can enhance satisfaction
and achieve sustainable competitive advantage. To succeed, organizations
must invest in technology, data analytics, and ongoing customer
engagement to understand evolving needs. Customization is thus not
merely a marketing strategy but a holistic approach connecting all business
aspects to achieve customer satisfaction, retention, and long-term growth.

3.3 Positioning

Positioning in modern markets requires differentiating the brand from
other available alternatives, forming a key pillar for achieving sustainable
competitive advantage. Positioning is not merely a traditional marketing
concept; it is an integrated strategy aimed at enhancing brand image and
highlighting its value in customers’ minds®!. According to Saqib®?,
positioning is an effective competitive tool that helps create a distinctive
brand image and value, attracting attention in a crowded market.
Positioning emphasizes the unique characteristics of the brand, whether
related to product or service quality or the customer experience, thereby
strengthening customer attachment.

According to®¥, positioning encompasses two essential elements: the
tangible features and functions offered by the brand, and the way the brand
communicates and is perceived by customers. Tangible features and
functions represent the advantages and capabilities distinguishing the
brand from competitors. For instance, a brand offering higher quality
products or innovative services unavailable elsewhere contributes directly
to building a positive mental image among customers. Communication
aspects include marketing messages, values reflected in campaigns, and
overall customer experience. Combining these elements enhances market
positioning and establishes the brand as the first choice for customers.

24 emphasizes that brands need to continuously improve positioning
strategies to respond to market changes, customer needs, and technological
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developments. Organizations capable of quickly adapting—through
adopting modern technologies or developing products and services aligned
with evolving customer needs—can maintain and strengthen their position.

Effective communication with customers plays a critical role in positioning
strategies. Brands investing in a deep understanding of customer behavior
and preferences can deliver targeted marketing messages that enhance
positioning. For example, data analytics can help understand purchasing
patterns and predict future trends, enabling the brand to offer products or
services that meet these trends. Digital media and social platforms can
strengthen brand presence and customer interaction, building stronger
relationships and enhancing loyalty®,

(29) asserts that positioning is closely linked to accurately identifying the
target market. Organizations that identify the most profitable segments and
focus efforts accordingly can achieve effective positioning. This approach
requires thorough market analysis and a deep understanding of customer
needs. Some brands may focus on specific segments, such as youth or
professionals, and develop products or services tailored to them, creating
strong attachment between the brand and targeted customers, increasing
the likelihood of long-term success.

@7 notes that effective positioning strategies require developing clear
values reflecting brand identity. The values adopted help shape customer
perception. For example, brands emphasizing sustainability and
environmental care may attract customers who share these values.
Reinforcing these values across all business aspects, from product design
to marketing campaigns, contributes to building a positive brand image that
enhances positioning.

Positioning is an ongoing process requiring periodic performance
assessment and continuous competitive analysis. Organizations monitoring
brand performance regularly can identify strengths and weaknesses and
develop strategies to improve positioning. Positioning also helps identify
new market opportunities, enabling expansion and access to new customer
segments®®.

(29 emphasizes that positioning is not merely a marketing tool but a
comprehensive strategic approach influencing all business aspects. By
building a distinctive and valuable brand image in customers’ minds,
organizations can enhance competitiveness and ensure success in crowded
markets. Achieving this requires a holistic approach considering all
elements contributing to positioning, from product design to
communication. Successful positioning demands significant investment in
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creativity, technology, and market understanding, but it yields substantial
long-term benefits, including increased customer loyalty and revenue.
Positioning is thus not only a means to attract attention but a strategy for
building sustainable customer relationships and ensuring success in an
increasingly complex competitive environment.

These dimensions contribute to improving marketing strategies in dynamic
business environments. Focused marketing emphasizes directing efforts
toward a specific customer segment to ensure efficiency. Customization
highlights attention to individual differences among customers to enhance
loyalty. Positioning underscores the need to build a clear and strong
product image in the minds of targeted customers, strengthening
competitiveness and market distinction. Figure 3-1 illustrates the
dimensions of niche marketing.

]

Focused
Marketing_

o

Customization

N

Positioning

v

Directing all efforts and resources toward a single
market segment or defined group, contributing to a
strong reputation and high focus in that sector, enabling
the organization to achieve clear differentiation from
competitors in the same field.

Modifying products or services to fit the individual

needs of each customer, and helping to deliver a

unique experience that enhances satisfaction and
loyalty by meeting expectations precisely.

The process that defines the product or brand’s position
in the customer’s mind, concentrating on emphasizing
the product’s distinctive advantages relative to rivals; an
effective positioning strategy contributes to building a

strong, differentiated market identity.

Figure 3-1: Dimensions of Niche Marketing

Figure 3-1 illustrates the dimensions of niche marketing, highlighting the
interrelated roles of focused marketing, customization, and positioning.
Focused marketing emphasizes directing organizational efforts toward a
specific customer segment to achieve efficiency and a competitive
advantage. Customization underscores the importance of addressing
individual customer preferences, enhancing satisfaction and loyalty
through tailored products and services. Positioning reflects the strategic
necessity of building a clear and strong brand image in the minds of
targeted customers, reinforcing differentiation and market prominence.
Together, these dimensions provide a comprehensive framework for
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developing effective marketing strategies in dynamic and niche market
environments.
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Chapter Four
Cognitive Frameworks of Customer Stability

Customer Stability is closely linked to an organization’s ability to build
long-term relationships with its clients. Such loyalty enhances customer
commitment and continuity, which positively impacts revenue
sustainability and the organization’s reputation. Therefore, this chapter
addresses the cognitive frameworks associated with Customer Stability.

4.1. Concept of Customer Stability

Customer Stability holds a significant position in customer relationship
management, especially in the current economic conditions characterized
by increased competition and constant market changes. Monitoring
Customer Stability is considered essential to sustaining the lifeline of
business sectors. Customer Stability plays a prominent role in enhancing
organizational value, as it constitutes a fundamental pillar on which
organizations should focus by continuously improving customer
satisfaction and strengthening loyalty. This, in turn, ensures the
sustainability of relationships between customers and the organization
while enhancing its competitive capabilities'?.

According to®, organizations need to focus on strategically managing their
relationships with customers to ensure satisfaction and strengthen loyalty.
These efforts must be continuous and well-planned to maintain customer
stability and preserve the core customer base. Similarly, ) emphasizes that
long-term collaboration with customers and fulfilling their needs is among
the most important elements for building organizational competitive
advantage. Stable relationships with customers reduce transactional risks
and costs while constituting unique and heterogeneous resources that
contribute to achieving superior competitiveness.

@ highlights that customer trust is a key factor in achieving an
organization’s financial stability, and enhancing customer management
helps reduce financial risks. In addition, ® notes that organizations capable
of maintaining consistent values and missions achieve a competitive
advantage by delivering products and services at the right time and place.

®) points out that customers have become increasingly independent in their
daily decision-making, constantly seeking better products and solutions.
The digital transformation has enabled organizations to develop tools and
techniques that not only meet customer expectations but exceed them,
creating interactive and satisfying experiences, as emphasized in”. This
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transformation also reduces the marketing costs required to attract new
customers and recover former ones, while decreasing customer churn rates,
thereby enabling better predictability of organizational activities®.

©) asserts that meeting customer needs is a core factor in enhancing loyalty,
with marketers constantly aiming to influence purchase decisions through
activities that make customers feel valued and appreciated, thus increasing
their trust. !9 emphasizes that customers desire to feel empathy and respect
during their interactions with organizations.

(1D indicates that customer attrition often results from poor relationship
management. Organizations that adopt internal marketing strategies can
improve their responsiveness to customer demands, motivating service
providers to deliver higher quality to clients!?).

A study conducted by!® confirmed that accurately defining customer
expectations helps create repeat customers and strengthens mutual trust
between the organization and its clients, significantly increasing sales. This
underscores the importance of close collaboration with customers in
sustaining long-term relationships.

(4 highlights the prominent role of emotions in shaping customer purchase
decisions, noting that emotions often drive purchases more than logic.
Using emotional engagement in building relationships with customers
strengthens their emotional attachment to the brand and enhances loyalty.
Similarly, > emphasizes that emotions serve as a tool for understanding
the dynamics that may lead to shifts between loyalty and disloyalty.

According to''®, changes in customer behavior models and dynamics play
a significant role in purchase decision-making. Adjustments in decision-
making mechanisms and influencing motives substantially affect the
purchase of goods and services. Moreover, 7 explains that Customer
Stability can serve as an important indicator for understanding their
purchasing tendencies.

Scholars and researchers have differed in providing a unified definition of
Customer Stability, with each offering a unique perspective highlighting
the importance of this concept. Table (2-2) below presents some of these
definitions:

Table (2-2) Definitions of Customer Stability According to Various
Authors and Researchers

\ No. \ Definition \ Source \
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(15)

1 The depth and continuity achieved through the emotions
and affective experiences that customers undergo in the
context of their relationships with the brand or
organization, which strengthens their attachment and
influences their long-term purchasing and behavioral
decisions.

2 | A means to ensure the organization’s lifeline
sustainability, relying on building long-term relationships
with customers by achieving their satisfaction and
enhancing their loyalty.

3 Establishing a long-term and stable cooperative
relationship between the organization and its customers,
contributing to enhancing economic efficiency and
mitigating risks faced by the organization. This
relationship reflects a high level of loyalty and readiness
by customers to monitor and positively engage with the
organization’s behavior.

4 | The organization’s ability to retain its customers by
consistently meeting their expectations and providing a
positive experience, thereby fostering long-term
relationships and increasing Customer Stability, which
supports organizational sustainability and growth.

5 | The customer’s desire to remain loyal to the brand due to
satisfying purchasing experiences, contributing to
building a long-term partnership and supporting the
organization’s sustainable success.

6 | Customer Stability resulting from the consistent quality
of products and services, reflecting customer satisfaction
and trust in the brand, which motivates continued
engagement with the organization on a regular basis.

7 | The use of emotions to enhance devotion and emotional
attachment to the brand, creating a sustainable
relationship based on loyalty and belonging, while
providing personalized and inspiring experiences that
reinforce customers’ sense of value and affiliation.
Based on the above, the authors define Customer Stability as a key factor
for organizational success in an economic environment characterized by
intense competition and rapid changes. This loyalty requires business
organizations to focus on building long-term relationships with their
customers and ensuring their satisfaction by continuously improving the
quality of services provided and meeting their expectations in a sustainable
manner. The strategic utilization of digital tools, alongside the effective

M

(18)

(19)

()

(20)

(14)
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engagement of emotions, is considered essential in enhancing Customer
Stability and strengthening their relationship with the organization, thereby
ensuring sustained success and growth.

4.2. The Importance of Customer Stability

In the current context of increasing competition and market diversification,
customers can no longer be influenced by traditional marketing methods.
The primary approach today involves establishing effective, wide-ranging
communication with customers. It is worth noting that organizations do not
rely solely on marketing; they also employ psychological and social
mechanisms to influence customer behavior'!®, The constantly evolving
behavior of customers necessitates that organizations rethink traditional
customer segmentation methods, as modified marketing strategies allow
for optimal resource allocation, improved marketing efforts, and enhanced
return on investment®?,

A study conducted by?®? confirmed that strong customer relationships
positively impact organizational innovation and technological
development. This supports the notion that stable relationships with
customers can encourage active collaboration in research and
development, improve the success rate of innovation projects, and facilitate
knowledge transfer, resource acquisition, and information exchange
between organizations and customers.

Providing an exceptional customer experience also positively influences
Customer Stability and retention, potentially reducing marketing and
advertising budgets. Acquiring a new customer may cost up to five times
more than retaining an existing one; therefore, a strategic focus on
improving the customer experience can help reduce customer attrition®,
Customer loss is a common challenge affecting organizations across
various industries. Organizations highly value profitable, loyal customers
who engage in long-term interactions, as this increases customer lifetime
value. Understanding the factors that influence customer churn allows
organizations to gain a competitive advantage®®. Organizations can
achieve significant benefits by prioritizing the retention and engagement
of existing customers rather than concentrating solely on acquiring new
ones®>. Marketing organizations are thus positioned to retain their current
customers, enhance loyalty, reduce costs, and improve customer
satisfaction!V,
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It is crucial for organizations and their employees to understand the factors
driving customers toward long-term or stable behaviors®®. According
to®?, maintaining strong relationships with customers involves building
networks through the services provided, which strengthens the
organization—customer connection and ultimately adds value to the
organization.

Customer Stability is a fundamental concept in modern relationship
marketing, reflecting an organization’s ability to build and maintain long-
term, sustainable relationships with its customer base. Focusing on
Customer Stability extends beyond enhancing profitability; it also
improves organizational reputation and competitive positioning®.
Maintaining Customer Stability is a strategic investment that goes beyond
increasing sales, encompassing the development of strong and influential
customer relationships, reflecting a holistic vision for achieving
sustainable success in competitive environments®?,

) emphasize that the importance of Customer Stability can be illustrated
through several key points:

a. Loyal customers demonstrate deep commitment to the brand, reducing
the need to allocate significant resources to attract new customers and
strengthening long-term organization—customer relationships.

b. Loyal customers tend to make repeated purchases, enhancing the
regularity and sustainability of revenue streams, which positively affects
organizational financial stability.

c. Converting loyal customers into brand ambassadors effectively enhances
the organization’s reputation and attracts new customers through word-of-
mouth marketing that communicates their positive experiences.

d. Customer Stability serves as an effective strategy for reducing marketing
expenditures, as acquiring new customers is more resource-intensive and
costly compared to retaining existing ones.

e. Customer Stability reinforces the organization’s market position and
potential customers’ trust, as ongoing engagement reflects satisfaction with
the quality of products and services.

Building on the preceding discussion, Customer Stability contributes
significantly to the long-term sustainability and success of an organization.
Loyal customers reflect the quality of the products or services provided,
and their continued engagement reinforces the organization’s positive
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reputation through word-of-mouth recommendations and trusted
experiences shared with others. Consequently, Customer Stability
represents a strategic investment that drives sustainable organizational
growth. Figure (4-1) illustrates the importance of Customer Stability for
the organization.
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Figure (4-1): The Importance of Customer Stability

4.3. Customer Stability Theories

Identified three primary theories of Customer Stability ©%: the
Commitment-Trust Theory, Expectancy Theory, and Theory of Planned
Behavior. These theories are discussed in detail as follows:

4.3.1. Commitment-Trust Theory

The Commitment-Trust Theory is fundamental in understanding Customer
Stability in marketing. It was first introduced by Morgan in 1994, who
emphasized that when commitment and trust are present, they generate
outcomes that enhance efficiency, productivity, and effectiveness.
Moreover, commitment and trust directly lead to cooperative behaviors
that contribute to marketing success®?,

The theory establishes trust as a cornerstone and a key determinant of
commitment, as trust helps build a valuable and meaningful relationship,
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and commitment persists to maintain that relationship. Brand trust, in
particular, serves as a fundamental precursor to brand commitment®?.
According to the theory, commitment refers to a "persistent desire to
maintain a valuable relationship," associated with the willingness to act in
accordance with a planned course of action, and it can influence repurchase
intentions®?,

Commitment also impacts relationships with stakeholders, encompassing
both behavioral and emotional dimensions, such as extra effort, proactive
participation, and feelings of pride and loyalty toward the organization®.
Trust and commitment are crucial factors in establishing sustainable and
successful relationships between the organization and the customer,
serving as key indicators of relationship quality. They reflect the
organization’s ability to meet customer expectations, which translates into
a strong partnership in transactions®”,

4.3.2. Expectancy Theory

Expectancy Theory first appeared in Victor Vroom’s book Work and
Motivation (1964), defining expectancy as an immediate belief regarding
the likelihood that a specific action will lead to a particular outcome®®,
This theory is primarily a process-oriented theory focusing on the main
motivational structures and how they interact, rather than detailing specific
outcomes or needs that are presumed to drive behavior®”,

Expectancy Theory has been highly influential in work motivation within
organizational psychology. Its central principle is that motivation depends
on conscious and rational decision-making processes aimed at maximizing
pleasure from available options®®. Customer motivation is determined by
three key factors: valence, instrumentality, and expectancy. Expectancy is
defined as "the belief that a certain level of effort will lead to a certain level
of performance," and the theory asserts that individuals are more motivated
if they believe that additional effort will improve performance®®.
According to“?, expectancy represents the customer’s assessment of the
likelihood that their effort will result in successful performance.

This theory can influence customer satisfaction. If customers perceive that
the support and feedback from service providers meet or exceed their initial
expectations, they are likely to experience high satisfaction®?. Empirical
results from a study by“? indicate that performance expectations, effort
expectations, and attitudes significantly affect the behavioral intentions of
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small and medium-sized organizations to adopt social customer
relationship management practices.

4.3.3. Theory of Planned Behavior

The Theory of Planned Behavior (TPB) was introduced in 1985 by Icek
Ajzen in the chapter “From Intentions to Actions: Theory of Planned
Behavior”™, According to™¥, stronger customer intentions to perform a
behavior are likely to result in higher success rates. The theory later
evolved, with®) emphasizing that the central factor is the customer’s
intention to perform a specific behavior, which captures the motivational
factors influencing behavior. It serves as an indicator of how willing
customers are to try and the effort, they plan to exert to achieve the
behavior. TPB is widely used to understand and predict customer behavior.

The theory posits three main components forming behavioral intentions:
a. Attitude: The customer’s positive or negative evaluation of the
behavior.

b. Subjective norms: The perceived social pressure to perform the
behavior.

c. Perceived behavioral control: The customer’s perception of their
ability and influence over performing the behavior.

TPB has proven effective in providing a comprehensive conceptual
framework for a wide range of consumer behaviors, making it a suitable
alternative to traditional utility models that assess customer preferences
and attitudes during decision-making®®. The theory asserts that behavioral
intention reflects a customer’s motivation to perform or refrain from a
behavior and is the immediate antecedent of the action®”. Ajzen™®
explained that intention is a "function of behavioral beliefs linking specific
behaviors to expected outcomes," with attitudes toward behavior derived
from these beliefs, which are the main drivers of attitude formation*®.

The three Customer Stability theories can be summarized and illustrated in
Figure (4-2).
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Commitment and Trust
Theory

When commitment and trust are
present, they produce outcomes
that enhance efficiency,
productivity, and effectiveness,
and directly lead to cooperative
behaviors that contribute to

marketing success.

Theory of Planned Behavior
The fundamental principle of the
theory is that motivations depend

on a conscious and rational
decision-making process aimed
at maximizing the utility derived
from available choices, and the
customer motivation is
determined by three core factors:
value, means, and expectation.

Theory of Planned
Behavior

The fundamental tenet of the theory
is that motivations depend on a
conscious and rational decision-

making process aimed at
maximizing the utility derived from
available options, and the customer
motive is determined by three core
factors: value, means, and
expectation.

Figure (4-3): Theories of Customer Stability

Moreover, the significance of Customer Stability theories in
understanding contemporary marketing behaviors lies in the fact that the
Commitment-Trust Theory highlights the role of strong relationships built
on trust and commitment in enhancing brand loyalty. Meanwhile, the
Expectancy Theory focuses on motivating customers through their
perception of effort and expected rewards, thereby increasing customer
satisfaction. The Theory of Planned Behavior provides a comprehensive
framework for explaining behavioral intentions based on attitudes, social
pressures, and perceived behavioral control. Together, these theories offer
powerful tools for analyzing customer behavior and developing effective
marketing strategies, complementing the previous discussion on the vital
role of Customer Stability in organizational success.
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Chapter Five
Levels and Stages of Customer Stability

This chapter is grounded in diverse models that seek to understand the
levels of Customer Stability at each stage, thereby enabling organizations
to achieve superior performance and enhance their sustainability in
competitive markets. It also examines the various stages of Customer
Stability, beginning with the pre-relationship phase and extending to the
stage of full retention. Furthermore, it explains how each stage influences
customer experience and their interactions with the organization, as
outlined below.

5.1 Levels of Customer Stability

Customer Stability levels reflect the extent to which customers continue
dealing with a brand and the degree of their commitment to it.
Understanding these levels assists organizations in developing effective
strategies for retaining customers and strengthening their relationships with
the brand, particularly given that fostering long-term and mutually
beneficial relationships with customers is essential for organizational
survival in competitive environments. Since customers differ in their
behavior and loyalty patterns, analyzing the customer base becomes
critically important™™. Indicate that® customer focus can be classified into
four main levels, beginning with the captive customer, followed by the
transactional customer, then the partnership customer, and finally the level
of synergy (collaboration). These levels are discussed in detail as follows:

5.1.1 The Captive Customer

The captive customer represents one of the fundamental customer types
who continue to use a specific product or service due to the lack of suitable
alternatives or because of constraints imposed by economic, regulatory, or
even psychological conditions®. In many cases, the attachment of such
customers to the products or services they consume is driven more by
necessity than by voluntary choice, making them less inclined to search for
alternative options even when they are dissatisfied with the service
provided. Under such circumstances, Customer Stability to the brand or
service provider becomes more coercive than genuinely based on true
satisfaction with service quality®.

This phenomenon is particularly evident in sectors characterized by limited
competition, such as essential services monopolized by specific
organizations or markets where entry by new competitors is difficult due
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to regulatory or economic barriers. Some organizations primarily rely on
the captive customer model by imposing long-term contracts or offering
services that customers cannot easily forgo. In contrast, non-captive
customers enjoy the freedom to choose among various available offerings,
granting them the ability to switch to another service provider if they are
dissatisfied with the product or service delivered®.

The lack of alternatives available to captive customers constitutes a major
factor contributing to their sense of losing control over their purchasing
decisions, as they face difficulties in fulfilling their preferences or finding
substitutes that match their needs and personal inclinations. In such
situations, customers rely heavily on the service provider as the sole source
for obtaining the required resources, rendering them vulnerable to an
unsatisfactory consumption experience without a real ability to control or
change the situation®.

Multiple factors may lead customers to fall into the category of captive
customers, most notably financial constraints that limit their capacity to
seek alternative options. For instance, some customers may find
themselves unable to afford competing products even if these alternatives
offer superior services compared to current options. Additionally,
psychological and physical barriers also play a role in keeping customers
confined within a specific service scope, as they may feel discomfort or
hesitation when considering switching to another provider, particularly if
they have been accustomed to the existing service for an extended period”.

Customers may also be constrained by organizational policies and
contractual arrangements, such as early termination fees or complex
contractual conditions that make it difficult for them to discontinue the
service. Moreover, certain organizations may impose restrictions on
customers’ access to alternatives, thereby reinforcing the state of captivity.
The absence of genuine competition may further compel customers to
continue using a product or service despite their dissatisfaction, as better
options are not readily accessible for easy transition®.

Strategies for dealing with captive customers require achieving a balance
between genuinely meeting their needs on the one hand and benefiting
from their continued use of the service on the other. Although
organizations with a large base of captive customers may enjoy short-term
financial stability, this situation may expose them to the risk of losing these
customers in the long run if competitive alternatives emerge that better
meet their expectations. Therefore, organizations seeking to retain their
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customers should continuously improve service quality rather than relying
solely on barriers that prevent customers from leaving®.

5.1.2 Transactional Customer

The concept of the transactional customer has become an important
component of marketing and managerial strategies aimed at enhancing
performance and achieving profitability. A transactional customer refers to
an individual who engages with an organization based on an immediate
need, without developing an emotional attachment or sustained loyalty
toward the brand. This type of customer is primarily characterized by a
focus on the direct benefits of the product or service, and purchasing
decisions are often driven by economic factors such as price, availability,
and immediate quality rather than emotional relationships or long-term
brand experience!!?).

Organizational strategies for targeting transactional customers typically
rely on offering attractive deals, competitive pricing, and ensuring ease and
speed in completing transactions. Customers in this category mainly value
efficiency and clarity in the offering, so that decision-making is rapid and
free from complexity. For this reason, organizations focus on providing
simplified user experiences supported by convenient payment
mechanisms, seamless digital platforms, and multiple options that meet
customers’ immediate needs! ).

One of the most significant challenges organizations face in dealing with
transactional customers is the difficulty of building sustainable loyalty, as
this category does not associate with the brand through a sense of
belonging or emotional engagement. Instead, they easily switch between
different offers that satisfy their momentary needs. This compels
organizations to provide continuous incentives to maintain repeat
purchases, such as instant discounts, short-term reward programs, and
ongoing promotion of exclusive offers that motivate customers to return'?.

Transactional customers often display irregular consumption patterns, as
their purchasing decisions are based on the principle of immediate utility
rather than long-term relationships. Therefore, organizations that rely on
this type of customer require flexible strategies grounded in continuous
market analysis and an in-depth understanding of demand fluctuations and
customers’ real-time preferences. Modern technologies such as artificial
intelligence and big data analytics contribute significantly to improving the
targeting of transactional customers, enabling organizations to deliver
personalized offers based on customer behavior and prior preferences!!?.



novateurpublication.org
ISBN: 978-93-87901-28-5

The impact of e-commerce on transactional customers has become
increasingly evident due to the widespread diffusion of digital platforms,
which has altered the nature of the relationship between customers and
organizations. Rather than relying on traditional relational interactions,
customers now seek the fastest and easiest ways to satisfy their needs. This
shift has reinforced the role of digital marketing in attracting this category
of customers. The availability of online stores and smart applications has
provided a simplified and rapid shopping experience that aligns with the
expectations of transactional customers and facilitates swift decision-
making without the need for prolonged interaction or complex search
processes!?,

Argue that!' although transactional customers may not constitute the
primary source of sustainable profitability, they represent an important
market segment that can be leveraged through well-designed marketing
strategies. Organizations, therefore, need to strike a balance between
meeting the needs of this customer type and enhancing brand value in a
manner that encourages repeated engagement. In this way, transactional
customers can gradually be transformed into more stable customers by
providing seamless purchasing experiences, distinctive offers, and
continuous support that strengthens their trust in the organization,
potentially motivating them to reconsider their decisions and transition
toward a higher level of commitment to the brand.

5.1.3 Partnership Customer

The partnership customer represents one of the highest levels of
relationship between the customer and the organization, as their role
extends beyond mere purchasing to continuous collaboration and mutual
value exchange. This type of customer is characterized by strong stability
and active participation in the development of products or services.
Organizations seek to build such partnerships through mutual trust and
continuous value creation!'®. These partnerships are not limited to
contractual relationships; rather, they evolve into strategic alliances that
contribute to improving overall organizational performance and enhancing
the ability of collaborating parties to achieve their objectives more
efficiently and effectively. The partnership model reflects a framework
based on reciprocal interaction between the organization and customers,
where information is freely exchanged, decision-making processes are
shared, and work protocols are mutually agreed upon, thereby
strengthening integration and harmony among all stakeholders!?.
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The evolution of the partnership concept has led to increased customer
involvement in product development processes. Customers are no longer
merely end consumers of goods and services; instead, they have become
active contributors to the design and development of new products. Such
participation goes beyond providing feedback and recommendations to
include high levels of creativity and contribution to innovation, making
customers integral components of the value system rather than passive
recipients of products. Organizations that engage customers in
development processes benefit from their knowledge and expertise,
resulting in higher levels of interaction and integration among different
actors within the organizational environment'®,

Adopting the concept of strategic partnership enhances the prospects of
organizational success and growth, as organizations increasingly recognize
that achieving superior performance does not rely solely on internal efforts
but also requires collaborative relationships based on the exchange of
resources, knowledge, and expertise. Establishing strong strategic
partnerships contributes to improved productivity and cost reduction,
which in turn positively affects overall organizational performance.
Moreover, collaboration between employees and customers enhances
customer experience and satisfaction, thereby strengthening the
organization’s competitive advantage!?.

Among the key benefits of partnership is improved market access through
expanded distribution reach and the utilization of existing commercial
networks, enabling organizations to enlarge their customer base without
the need for substantial investments in commercial infrastructure.
Partnership also fosters word-of-mouth promotion, as customers
themselves become effective marketing agents through positive
recommendations and reviews, which enhance brand reputation and
increase its diffusion in the market. Furthermore, strengthening
partnerships increases the value delivered to customers by providing
products and services that are better aligned with their needs, thereby
contributing to the development of long-term relationships and greater
Customer Stability©@?,

The transition toward the partner-customer model reflects a significant
shift in the nature of traditional commercial relationships, where customers
are no longer viewed merely as consumers but as active actors who
contribute to value creation and innovation within organizations. The
success of this model depends largely on the organization’s ability to adopt
collaborative strategies that enable customers to effectively participate in
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the development of products and services and enhance the level of
interaction between them and the organization. Ultimately, this leads to
higher levels of performance and competitive excellence®V.

5.1.4 Synergistic (Collaborative) Customer

Within the business context, the collaborative value of relational and
transactional data continuity has been evaluated in developing interactive
integrated marketing communication relationships, as the ultimate
objective of relationship-building strategies is to enhance the capacity to
personalize the integrated communications received by customers®?,
Integrated communications do not merely focus on delivering information;
rather, they aim to construct a personalized experience grounded in a deep
understanding of customer needs and purchasing behaviors, thereby
strengthening both emotional and functional bonds between the
organization and its customers.

The development of collaborative strategies requires that the relationship
between the organization and the customer be built upon trust and
continuous interaction, so that the customer perceives the organization not
merely as a provider of products or services but as a genuine partner
seeking to deliver optimal value. In this regard, collaboration represents
the highest level of relational engagement, wherein customers perceive the
organization as an integral part of their identity or aspirations. This
indicates that the success of collaborative relationships depends on the
organization’s ability to meet customer expectations in a manner that
positions the organization as an extension of their personal or
organizational identity, thereby creating long-term attachment, enhancing
retention, and reducing the likelihood of switching to competitors®.

Collaboration in business contexts extends beyond achieving customer
satisfaction to exert a significant influence on organizational performance.
The impact of collaboration can lead to superior organizational outcomes,
as organizations that build cooperative relationships with their customers
achieve a sustainable competitive advantage compared with those that
focus solely on short-term transactional exchanges. This is because
collaboration enhances the flow of information between both parties,
allowing organizations to better understand customer needs and
consequently improve the quality of products and services offered.
Accordingly, a collaborative environment enhances the organization’s
capacity for innovation, as customers can provide insights and expectations
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that contribute to the development of new offerings aligned with dynamic
market requirements®?,

One of the major benefits of collaboration is the enhancement of customer
confidence in their purchase decisions, as they become less concerned
about perceived risks associated with purchasing. Trust is a central element
in any successful business relationship and is established when customers
feel that the organization genuinely considers their interests and provides
the necessary support and information for informed decision-making.
Conversely, the absence of trust may lead to customer hesitation or the
search for alternative options. Therefore, organizations that invest in trust-
building through transparent policies and positive service experiences can
strengthen their market position. Mutual trust also reduces the need for
costly traditional advertising, as satisfied customers become brand
ambassadors through word-of-mouth recommendations and positive
reviews'D.

In addition to strengthening trust, collaboration grants customers
preferential treatment and a sense of respect from the organization, as they
feel they are not merely numerical entries in a database but valuable
partners whose opinions are acknowledged and appreciated. Providing
special privileges, such as exclusive offers or premium support services,
can enhance customers’ perceived value within the organization, thereby
increasing their retention and the likelihood of long-term engagement®¥,

Organizations that adopt effective collaborative strategies with their
customers are also able to improve the overall customer experience, as
interactions become more seamless and efficient. Continuous collaboration
enables organizations to refine their services based on direct customer
feedback, thereby reducing operational problems and increasing customer
satisfaction at both individual and collective levels. Customers who
perceive themselves as part of the decision-making process tend to exhibit
higher commitment to the brand and a greater willingness to contribute to
its development, whether through improvement suggestions or advocacy
in the face of competitors®>.

Beyond the direct customer-level benefits, collaboration contributes to
improving organizational operational efficiency, as administrative
processes become more focused on meeting actual customer needs rather
than relying on traditional assumptions about market demands. This
reduces resource wastage and enhances productive efficiency, which
positively reflects on the organization’s financial and strategic
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performance. Moreover, data derived from continuous interaction with
customers allow organizations to design more precise and effective
marketing campaigns, thereby increasing the success rate of marketing
strategies ).

Emphasize that®® the benefits of collaboration are not confined to the
internal organizational level but extend to the establishment of strategic
partnerships with suppliers, distributors, and other relevant stakeholders.
Such collaboration enables greater supply chain integration, leading to
improved product quality, reduced operational costs, and an enhanced
ability to meet market needs more rapidly and efficiently. From this
perspective, organizations that adopt collaboration as a strategic approach
in their relationships with customers and partners demonstrate greater
flexibility in addressing market challenges and achieving sustainable
growth.

It can therefore be affirmed that collaboration in the business environment
is not merely a tool for strengthening customer relationships but a central
strategic approach that contributes to achieving competitive superiority and
enhancing organizational performance. By building robust relationships
grounded in trust and transparency, organizations can achieve higher levels
of customer satisfaction and retention, which ultimately improves long-
term business outcomes. Understanding the true value of collaboration and
applying it effectively can constitute a fundamental turning point in how
organizations interact with their customers, thereby increasing their
prospects for success in dynamic and evolving markets®”.

In light of the foregoing discussion on transactional, partnership, and
collaborative (synergistic) customers, this classification proves highly
valuable for understanding customer behaviors and for determining the
most appropriate strategies for each category. It demonstrates that
Customer Stability does not rely solely on external constraints (as in the
case of captive customers), but rather on the development of trust-based
partnerships and active engagement (as reflected in partnership and
synergistic customers). Nevertheless, organizations may encounter
significant challenges in transitioning customers from one level to another,
particularly under conditions of intense market competition and fluctuating
customer preferences. Therefore, a balanced approach is required—one
that combines continuous service improvement with the adoption of
flexible strategies, alongside the effective utilization of modern
technologies for data analytics and enhanced customer interaction.
Ultimately, the achievement of sustainable loyalty remains contingent
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upon the organization’s ability to integrate added value with personalized
customer experiences. Figure (5-1) illustrates the levels of Customer

Stability.
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regulatory, or even psychological
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added value.

Figure (5-1): Levels of Customer Stability

5.2 Stages of Customer Stability

Posits that®® the relationship between the organization and the customer
passes through four principal stages: the pre-relationship stage, the
exploration stage, the development stage, and the retention stage. These
stages can be explained as follows:

5.2.1 The Pre-Relationship Stage

The pre-relationship stage is considered one of the fundamental
components of customer relationship management strategies, as it
constitutes the foundational infrastructure upon which the success of the
relationship between the organization and its customers is built. This stage
is associated with the formulation of precise strategies aimed at identifying
and selecting target customers based on carefully designed and directed
classifications. These classifications rely on several factors, including
customers’ demographic, behavioral, economic, and psychological
characteristics, which assist in allocating resources and efforts in an
optimal manner to achieve maximum benefit®®,
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Customer classification is not merely a routine administrative or marketing
activity; rather, it represents a strategic approach that reflects a deep
understanding of customer behavior and their anticipated needs. The
expected costs of managing customer relationships depend directly on
customer characteristics; therefore, organizations must analyze these
characteristics carefully to determine the expected return on investment
from building relationships with each customer segment. In doing so,
organizations ensure the efficient utilization of their resources. Some
potential customers may offer high returns on investment and require
tailored marketing strategies to attract them, whereas other segments with
lower returns may necessitate different approaches or fewer resources®?.

Technology plays a pivotal role in supporting the pre-relationship stage, as
advanced analytical tools such as big data and artificial intelligence have
become key mechanisms for understanding and classifying customers.
These tools enable organizations to predict future customer behavior based
on past patterns, thereby improving the accuracy of forecasts and
enhancing the effectiveness of adopted strategies. Artificial intelligence,
for instance, can assist in identifying customers who are more likely to
become loyal customers or those who may require additional support to
motivate their purchasing decisions®.

Indicates that®? successful organizations develop advanced strategies and
adopt innovative initiatives to build strong customer relationships from the
outset. These initiatives are not limited to traditional marketing activities
such as advertising and promotional offers; rather, they extend to providing
personalized experiences that align with customers’ expectations and
needs. Organizations may, for example, offer distinctive welcome
packages or provide multiple communication channels to create a positive
initial impression among potential customers.

Argue that® this stage is not merely a preliminary step, but a critical phase
that significantly influences all subsequent stages of the relationship. When
the pre-relationship stage is established on sound foundations, it ensures
that the organization not only attracts the right customers but also builds
strong bases for maintaining long-term relationships with them.

The pre-relationship stage also involves building a positive organizational
image in the minds of target customers. This is achieved through
strengthening the organization’s reputation, highlighting its core values,
and clarifying how it can deliver value to potential customers. Trust
building constitutes a central element at this stage, as customers generally
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prefer to engage with organizations they trust and that possess a strong
record of success and transparency. Consequently, any efforts devoted to
enhancing reputation and building trust at this stage represent a long-term
investment®¥.

Another important aspect of the pre-relationship stage is understanding
customers’ potential expectations, as these expectations play a decisive
role in determining the success of the relationship from the outset. If the
organization succeeds in meeting or exceeding these expectations, it
establishes solid foundations for a long-term relationship. Achieving this
requires organizations to design their strategies based on accurate research
into customers’ needs and preferences®®. Moreover, the pre-relationship
stage can be utilized as an opportunity to explore new communication
channels with customers, whether traditional channels such as direct mail
campaigns and telephone calls, or digital channels such as social media and
targeted online advertising. The selection of the appropriate
communication channel largely depends on the nature of the target
customers and their information consumption habits; for instance, if the
target segment heavily relies on social media, maintaining a strong
presence on these platforms becomes essential for the organization®?,

The role of service providers cannot be overlooked in ensuring the success
of the pre-relationship stage. Employees responsible for this stage should
be well trained and equipped with the necessary skills to understand
customer needs and communicate effectively with them. They represent
the organization’s frontline and significantly influence the initial
impression formed by customers. Continuous training ensures that these
employees remain aware of the latest trends and techniques in customer
relationship management, thereby increasing the likelihood of success at
this stage®?.

Empbhasize that®® the pre-relationship stage is not only the natural starting
point of the customer—organization relationship but also the phase upon
which all future aspects of the relationship are constructed. It requires a
deep understanding of the market and target customers, intelligent use of
technology, effective allocation of resources, and sustained investment, as
investing in this stage is essentially an investment in the organization’s
long-term success.

5.2.2 The Exploration Stage

Exploring the relationship between customer experience, satisfaction, and
loyalty is considered an important topic that integrates behavioral
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psychology with business management. This relationship depends on a
precise understanding of customer experiences across different stages of
the purchase cycle and how these experiences influence customer
satisfaction and, consequently, their loyalty to the brand or organization.
Such exploration constitutes a fundamental pillar for understanding
purchasing behavior and enhancing business practices®?.

“0) define exploration as “a systematic process that goes beyond mere
random data collection,” as it represents a fundamental form of
information-gathering and presentation behavior. The aim of exploration
is to create and refine the cognitive map of the customer or the
organization, thereby improving their capacity to make informed decisions.
Quirke and O’Riordan® note that exploration contributes to the
development of more organized knowledge bases, enabling both customers
and organizations to anticipate challenges and exploit opportunities more
efficiently. Organizations can utilize exploration to identify customer
preferences or predict changes in purchasing behavior, leading to improved
marketing strategies.

Motor exploration represents the most primitive and authentic form of
information search, referring to prolonged perception of a specific stimulus
through a defined sensory system. This type of exploration may be
associated with customers’ direct experiences with products or services;
for example, customers may try a new product in a store or participate in a
live demonstration, allowing them to gather practical information that
supports their purchasing decisions?,

Organizations benefit from motor exploration by creating interactive
environments that enable customers to engage with their products.
Retailers, for instance, can design innovative display spaces or employ
virtual reality technologies to allow customers to experience products
virtually. Such interaction not only enhances the customer experience but
also facilitates the collection of valuable data regarding customer
preferences and behaviors. Organizations rely on a range of strategies and
techniques to manage and analyze customer interactions, focusing on
analyzing data collected throughout the customer lifecycle, which begins
with the exploration stage, proceeds through interaction, and culminates in
Customer Stability and stability enhancement™.

The technologies used in this process include big data analytics tools that
enable organizations to extract accurate insights into customer behavior.
Predictive analytics can be employed to identify products or services that
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may appeal to specific customer segments. Customer Relationship
Management (CRM) platforms are also among the essential tools that
contribute to improving the management of customer interactions and
ensuring the delivery of a consistent and personalized experience for each
customer® Exploratory behavior is influenced by several factors affecting
the ability of customers or organizations to gather and analyze information
effectively. Among these factors, happiness and age are considered key
determinants. Happiness serves as a significant motivator for exploratory
behavior, as satisfied customers tend to be more open and willing to
explore new environments and try different options, thereby enhancing
their decision-making capabilities*®.

Affirm that“® age plays a significant role in shaping exploratory patterns;
younger customers are generally more inclined toward exploration and
experimentation, whereas older customers may adopt more conservative
decisions based on their prior experiences. This dynamic necessitates that
organizations tailor their strategies to suit the different age segments of
their customers.

The practical significance of exploration is reflected in organizations’
ability to improve performance and strengthen their relationships with
customers. For example, a retail organization can employ exploratory
techniques to understand the factors influencing customer satisfaction,
such as product quality, ease of access to services, and the level of post-
sale support. By analyzing these factors, organizations can enhance the
customer experience in ways that contribute to greater Customer
Stability“?,

Exploration can also assist organizations in identifying untapped market
opportunities. If exploratory data reveal an increasing demand for a
specific product, the organization can rapidly develop strategies to meet
this demand, thereby gaining a competitive advantage in the market.
Despite its numerous benefits, exploration faces several challenges that
may hinder its effectiveness, including increasing data complexity,
difficulties in predicting future customer behavior, and rapid market
changes. Moreover, the high cost of implementing advanced exploration
technologies may limit accessibility for some small and medium-sized
organizations™®,

Emphasize that“” overcoming these challenges requires organizations to
invest in building internal capabilities, including training employees in the
use of advanced analytical tools and fostering a culture of innovation



novateurpublication.org
ISBN: 978-93-87901-28-5

within the organization. Exploring the relationship between customer
experience, satisfaction, and retention is a complex yet essential process
for achieving success in competitive markets. Through the implementation
of effective exploration strategies and a clear understanding of the factors
influencing exploratory behavior, organizations can enhance customer
experience and strengthen their adaptability to market changes.
Consequently, exploration becomes a fundamental strategic tool that
contributes to sustainable growth and competitive excellence.

5.2.3 The Development Stage

The development stage in the relationship between service providers and
customers constitutes a highly significant phase in building sustainable and
fruitful business relationships. The roles of service providers have evolved
considerably over time, becoming increasingly dependent on advanced
skills and higher levels of education that enable them to achieve their
objectives with integrity and credibility. At present, most service providers
are well-trained professionals who strive to establish long-term
relationships with customers. These relationships are not based on
deception or unethical practices; rather, they rely on a deep understanding
of customer needs and on fulfilling them in a manner consistent with their
expectations and values. The success of service providers, therefore,
reflects their ability to deliver support and assistance that enhance customer
satisfaction and strengthen retention®®?),

Strategic customer relationship management focuses on developing a
customer-centric organizational culture, whereby the primary objective of
organizations is to acquire and retain customers through the delivery of
superior value that exceeds what competitors offer. Such a culture requires
a strategic vision that places customers at the core of all organizational
activities. Delivering an outstanding customer experience necessitates a
clear understanding of customers’ needs and expectations, which, in turn,
encourages organizations to invest in innovative strategies and advanced
tools for analyzing these needs. Success at this stage depends on the
organization’s ability to provide value that surpasses expectations, thereby
increasing the likelihood of Customer Stability and the establishment of
long-term relationships®V.

Relationship development is not merely a one-way interaction between the
organization and the customer; rather, it is a dynamic process that requires
continuous interaction and a clear understanding of issues from the
customer’s perspective. Achieving such understanding requires
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organizations to adopt an empathetic approach that enables them to
recognize customers’ real needs and address the challenges they face in a
manner that reflects genuine concern for their interests. Empathy in this
context does not only involve recognizing customers’ emotions, but also
encompasses the adoption of strategies aimed at solving their problems and
helping them achieve their goals. Providing this type of support requires
organizations to remain adaptable to the rapid changes in customer needs
and behaviors®?).

To ensure effective relationship development, organizations should invest
in new and interactive technologies that enhance the quality of customer
interaction. These technologies enable organizations to build targeted and
reciprocal relationships, allowing customers to feel that they are genuine
partners in the relationship rather than merely transactional customers. The
use of technology in relationship building is not limited to improving
efficiency; it also contributes to creating a distinctive customer experience
that strengthens Customer Stability®®. Technologies such as artificial
intelligence and big data analytics can be employed to understand patterns
of customer behavior and to provide personalized recommendations that
more accurately meet their needs. Moreover, modern digital platforms
offer opportunities for direct interaction with customers, thereby enhancing
engagement and fostering stronger relational bonds®?.

Argue that® relationship development requires a strong focus on
innovation, as organizations must be capable of delivering new and
creative solutions that add real value to customers. Innovation in this
context does not only refer to introducing new products or services, but
also includes improving existing processes and services to better meet
customer needs. Furthermore, building successful relationships
necessitates the development of effective communication strategies that
ensure continuous interaction with customers, enabling organizations to
remain consistently informed about their expectations and challenges.

Indicates that®® the development stage is essential for building strong and
sustainable customer relationships, as it requires organizations to adopt a
proactive approach centered on understanding customer needs and
expectations, while providing customized and innovative solutions that
enhance their satisfaction and retention. Through investment in
technology, the development of effective communication strategies, and a
sustained emphasis on empathy toward customers, organizations can
achieve sustainable success in building long-term relationships that
strengthen their competitive position in the market.
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5.2.4 The Retention (Stability) Stage

The retention stage represents one of the most critical phases in the
customer experience, as all touchpoints between service providers and
customers influence the customer’s overall evaluation of the organization’s
service or product. These touchpoints include direct interactions between
the service provider and the customer, whether in sales, technical support,
or even in the post-purchase stage. Accordingly, the manner in which the
service provider interacts with the customer significantly affects the level
of satisfaction and loyalty. The importance of this stage is reflected in the
role of sound managerial policies in effectively strengthening these
touchpoints, thereby increasing Customer Stability and contributing to the
sustainability of the relationship®?.

The high quality of products and services offered by the organization is
one of the fundamental factors that enhance customer experience. The
higher the quality of products and services, the more likely customers are
to continue engaging with the organization. The significance of quality
extends beyond the final product to encompass all aspects of service
delivery, including responsiveness and the effectiveness of problem
resolution. In this regard, complaint management and its effective handling
become particularly important; when customers receive prompt and
efficient responses, they develop a sense of trust and comfort in dealing
with the organization, which strengthens their attachment to it. Such
constructive interaction contributes to building a strong relationship based
on mutual trust between both parties®?.

Order customization and the provision of tailored solutions reflect the
organization’s ability to understand individual customer needs and deliver
offerings that align with those needs. When customers perceive that the
organization is committed to personalizing services according to their
requirements, their level of satisfaction increases and their sense of loyalty
is reinforced. This, in turn, can enhance future interactions and motivate
customers to recommend the organization to others, thereby expanding the
customer base. Moreover, the development of relational attributes such as
loyalty, trust, and customer satisfaction indicates the organization’s
success in maintaining long-term and sustainable relationships with its
customers®?,

Assert thatC) the relationship between service quality and customer
satisfaction has a significant impact on the level of retention customers feel
toward an organization. High service quality improves customer
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experience and consequently elevates satisfaction levels. With higher
satisfaction, the likelihood of repeat patronage increases, thereby
strengthening long-term retention. Customer Stability is not formed solely
through the provision of high-quality products or services; it is also closely
associated with building a strong relational bond between the customer and
the organization, through which the customer perceives the receipt of
genuine value from the relationship.

Thus, the retention stage represents a pivotal turning point in ensuring the
sustainability of the customer—organization relationship. It extends beyond
merely delivering products or services to encompass all interactions that
occur between the organization and the customer across different stages of
the relationship. Continuous interaction, supported by effective
management policies, enhances satisfaction and retention levels, which in
turn improves overall service quality. Accordingly, the retention stage is
not merely a complementary phase in the customer experience; rather, it is
a fundamental element that influences the long-term sustainability of the
relationship between the customer and the organization®”. Figure (5-2)
illustrates the stages of Customer Stability.

S
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Figure (5-2): Stages of Customer Stability

Therefore, the four stages of the relationship between the organization and
the customer contribute to understanding the lifecycle of their interaction.
The relationship begins with the pre-relationship stage, where expectations
are established, then deepens through exploration and development to
enhance trust and shared value, and evolves to reach its peak in the stability
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stage, which reflects sustainable stability and loyalty. This enables
organizations to design effective strategies to enhance customer
satisfaction and ensure the continuity of the relationship.



novateurpublication.org
ISBN: 978-93-87901-28-5

References for the Chapter

(1) Salojarvi, H.; Ritala, P.; Sainio, L.-M.; Saarenketo, S. Synergistic Effect of
Technology and Customer Relationship Orientations: Consequences for Market
Performance. Journal of Business & Industrial Marketing 2015, 30 (5), 511-520.

(2) Tannir, S.; Dupin, M.; Austin, M.; Stahlkopf, C.; Iyengar, R. From Captive to
Captivating: The New Customer Journey Model for Companies. Applied Marketing
Analytics 2022, 7 (4), 337-344.

3) Rowley, J. The Four Cs of Customer Stability. Marketing intelligence &
planning 2005, 23 (6), 574-581.

4) Furrer, O.; Yu Kerguignas, J.; Landry, M. Customer Captivity, Negative Word
of Mouth and Well-Being: A Mixed-Methods Study. Journal of services marketing
2021, 35 (6), 755-773.

(5) Armstrong, M.; Vickers, J. Patterns of Competition with Captive Customers.
2018.

(6) Rayburn II, S. W. Service Provision When Consumers Have Nowhere Else to
Go: A Grounded Theory of Consumers’ Captive Service Experience; Oklahoma State
University, 2013.

(7) Mokonyama, M.; Venter, C. How Worthwhile Is It to Maximise Customer
Satisfaction in Public Transport Service Contracts with a Large Captive User Base?
The Case of South Africa. Research in Transportation Economics 2018, 69, 180—186.

(8) Zhao, J.; Webb, V.; Shah, P. Customer Stability Differences between Captive
and Choice Transit Riders. Transportation Research Record 2014, 2415 (1), 80—88.

9) Armstrong, M.; Vickers, J. Discriminating against Captive Customers.
American Economic Review: Insights 2019, 1 (3), 257-272.

(10)  Osman, H.; Hemmington, N.; Bowie, D. A Transactional Approach to Customer
Stability in the Hotel Industry. International journal of contemporary hospitality
management 2009, 21 (3), 239-250.

(11)  Buckinx, W.; Verstraeten, G.; Van den Poel, D. Predicting Customer Stability
Using the Internal Transactional Database. Expert systems with applications 2007, 32
(1), 125-134.

(12)  Moliner-Tena, M. A.; Monferrer-Tirado, D.; Estrada-Guillén, M. Customer
Engagement, Non-Transactional Behaviors and Experience in Services: A Study in the
Bank Sector. International Journal of Bank Marketing 2019, 37 (3), 730-754.

(13)  Yen, Y.-S. A Comparison of Quality Satisfaction between Transactional and
Relational Customers in E-Commerce. The TOM Journal 2014, 26 (6), 577-593.

(14) Coughlan, J.; Shale, E.; Dyson, R. Including the Customer in Efficiency
Analysis: Evidence of a Hybrid Relational-transactional Approach. International
Journal of Bank Marketing 2010, 28 (2), 136—149.

(15)  Fruchter, G. E.; Sigué, S. P. Social Relationship and Transactional Marketing
Policies—Maximizing Customer Lifetime Value. Journal of optimization theory and
applications 2009, 142, 469-492.



novateurpublication.org
ISBN: 978-93-87901-28-5

(16) Latunreng, W.; Nasirin, C. Competitive Advantage: Exploring the Role of
Partnership with Suppliers, Customer Relationship and Information Sharing as
Antecedents. Journal of Supply Chain Management 2019, § (6), 404—411.

(17)  Kirisjanous, J.; Maude, R. Customer Value Co-Creation within Partnership
Models of Health Care: An Examination of the New Zealand Midwifery Partnership
Model. Australasian Marketing Journal 2014, 22 (3), 230-237.

(18) Diao, L. Research on How Firms Create Market Value with Customers and
Partners. 2024.

(19) Napolitano, L. Customer-Supplier Partnering: A Strategy Whose Time Has
Come. Journal of Personal Selling & Sales Management 1997, 17 (4), 1-8.

(20) IlaBnenko, M.; Xomenko, JI. M. Inctpymentu IlaptHepcpekoro MapkeTuHry
s Manoro Ta Cepennroro bizuecy. 2022.

(21) Jamali, D. A Study of Customer Satisfaction in the Context of a Public Private
Partnership. International Journal of Quality & Reliability Management 2007, 24 (4),
370-385.

(22)  Peltier, J.; Schibrowsky, J. A.; Schultz, D. E.; Zahay, D. Interactive IMC: The
Relational-Transactional Continuum and the Synergistic Use of Customer Data.
Journal of Advertising Research 2006, 46 (2), 146—159.

(23) Zhang, X.; Alwie, A. B.; Rosli, A. B. The Synergistic Effects of Customer
Orientation and Knowledge Management on Firm Performance. Environment and
Social Psychology 2024, 9 (10).

(24) Mohan, A.; Deshmukh, A. K. Conceptualization and Development of a Supply
Chain-Customer Relationship Management (SC2R-M) Synergy Mode. Journal of
Supply Chain Management Systems 2013, 2 (3), 9-25.

(25) He,J.; Hu, J.; Zhang, F. How Customer Community Engagement and Employee
Dynamic Learning Capability Impact Service Performance through Customization? A
Firm—Customer Synergistic Perspective. Journal of Research in Interactive Marketing
2024, No. ahead-of-print.

(26) Yim, C. K.; Chan, K. W.; Lam, S. S. Do Customers and Employees Enjoy
Service Participation? Synergistic Effects of Self-and Other-Efficacy. Journal of
marketing 2012, 76 (6), 121-140.

(27) He, J.; Zhang, F. Dynamic Brand Positioning: A Firm-Customer Synergistic
Strategy of Brand Meaning Cocreation in a Hyperconnected World. European Journal
of Marketing 2022, 56 (10), 2774-2803.

(28) Buttle, F. Customer Relationship Management: Concepts and Tools; Elsevier,
2004.

(29) Santouridis, I.; Tsachtani, E. Investigating the Impact of CRM Resources on
CRM Processes: A Customer Life-Cycle Based Approach in the Case of a Greek Bank.
Procedia Economics and Finance 2015, 19, 304-313.

(30) Roser, M. Customer Relationship Management in New Business Models. 2024.



novateurpublication.org
ISBN: 978-93-87901-28-5

(31) Badwan, J. J.; Al Shobaki, M. J.; Naser, S. S. A.; Amuna, Y. M. A. Adopting
Technology for Customer Relationship Management in Higher Educational

Institutions. International Journal of Engineering and Information Systems (IJEAILS)
2017, 1 (1),20-28.

(32) Mandal, P. C. Engaging Customers and Managing Customer Relationships:
Strategies and Initiatives. Journal of Business Ecosystems (JBE) 2023, 4 (1), 1-14.

(33) Kumar, V.; Reinartz, W. Customer Relationship Management; Springer, 2018.

(34) Bauer, H. H.; Grether, M.; Leach, M. Building Customer Relations over the
Internet. Industrial Marketing Management 2002, 31 (2), 155-163.

(35) Parasuraman, A.; Zeithaml, V. A.; Berry, L. L. A Conceptual Model of Service
Quality and Its Implications for Future Research. Journal of marketing 1985, 49 (4),
41-50.

(36) Khneyzer, C.; Rebeiz, K. S.; Touma, J. A Comprehensive Review of Economic
and Managerial Factors: The Implications of Al Chatbots in Customer Relationship
Management. Navigating Business Through Essential Sustainable Strategies 2025,
217-238.

(37)  Guerola-Navarro, V.; Gil-Gomez, H.; Oltra-Badenes, R.; Sendra-Garcia, J.
Customer Relationship Management and Its Impact on Innovation: A Literature
Review. Journal of Business Research 2021, 129, 83-87.

(38) Ledro, C.; Nosella, A.; Vinelli, A. Artificial Intelligence in Customer
Relationship Management: Literature Review and Future Research Directions. Journal
of Business & Industrial Marketing 2022, 37 (13), 48-63.

(39) Human, G.; Ferreira, C. C.; Robertson, J.; Whiterspoon, M. Customer
Experience, Satisfaction and Loyalty in Business-to-Business Markets: Does the Chain
Hold across Customer Segments? Acta Commercii 2020, 20 (1), 1-13.

(40) Romano, B.; Sands, S.; Pallant, J. . Augmented Reality and the Customer
Journey: An Exploratory Study. Australasian Marketing Journal 2021, 29 (4), 354—
363.

(41)  Quirke, T.; O’Riordan, R. An Investigation into the Prevalence of Exploratory
Behavior in Captive Cheetahs (Acinonyx Jubatus). Zoo biology 2015, 34 (2), 130-138.

(42) Pisula, E.; Pisula, W. Back to Actual Behavior—A Modest Proposal on the
Example of Exploratory Behavior in Children on the Autism Spectrum. Integrative
Psychological and Behavioral Science 2024, 58 (2), 693-710.

(43) Paliouras, K.; Siakas, K. V. Social Customer Relationship Management.
International Journal of Entrepreneurial Knowledge 2017, 5 (1).

(44)  Ellis-Chadwick, F.; Chaffey, D. Digital Marketing: Strategy, Implementation
and Practice; Pearson, 2012.

(45) Petzke, T. M.; Schomaker, J. A Bias toward the Unknown: Individual and
Environmental Factors Influencing Exploratory Behavior. Annals of the New York
Academy of Sciences 2022, 1512 (1), 61-75.



novateurpublication.org
ISBN: 978-93-87901-28-5

(46) Lv, X.; Zhang, R.; Su, Y.; Yang, Y. Exploring How Live Streaming Affects
Immediate Buying Behavior and Continuous Watching Intention: A Multigroup
Analysis. Journal of Travel & Tourism Marketing 2022, 39 (1), 109-135.

(47)  Ying, S.; Sindakis, S.; Aggarwal, S.; Chen, C.; Su, J. Managing Big Data in the
Retail Industry of Singapore: Examining the Impact on Customer Satisfaction and
Organizational Performance. European Management Journal 2021, 39 (3), 390—400.

(48) Rosario, A. T.; Dias, J. C. How Has Data-Driven Marketing Evolved:
Challenges and Opportunities with Emerging Technologies. International Journal of
Information Management Data Insights 2023, 3 (2), 100203.

(49) Nwosu, N. T.; Babatunde, S. O.; [jomah, T. Enhancing Customer Experience
and Market Penetration through Advanced Data Analytics in the Health Industry. World
Journal of Advanced Research and Reviews 2024, 22 (3), 1157-1170.

(50) Seturi, M. The Role of Sales Personnel in Developing Relationships with
Customers. 2019.

(51) Zulyanti, N. R.; Irawan, M. R. N. Customer Relationship Management:
Literature Review. International Journal of Science, Technology & Management 2023,
4 (4), 884-892.

(52)  Gronroos, C. Service Management and Marketing: Customer Management in
Service Competition; John Wiley & Sons, 2007.

(53) Boulding, W.; Staelin, R.; Ehret, M.; Johnston, W. J. A Customer Relationship
Management Roadmap: What Is Known, Potential Pitfalls, and Where to Go. Journal
of marketing 2005, 69 (4), 155-166.

(54) Mandal, P. C. Shifts in Customer Relationship: Strategies and Initiatives in the
Digital Age. International Journal of Applied Management Theory and Research
(IJAMTR) 2022, 4 (1), 1-19.

(55) Tidd, J.; Bessant, J. Managing Innovation: Integrating Technological, Market
and Organizational Change; Wiley, 2020.

(56) Morgan, R. The Commitment-Trust Theory of Relationship Marketing. Journal
of Marketing 1994.

(57) Coy, 1. A. Customer Engagement Strategies Leaders Use to Sustain Small
Businesses; Walden University, 2019.

(58) Ekhlassi, A.; Maghsoodi, V.; Mehrmanesh, S. Determining the Integrated
Marketing Communication Tools for Different Stages of Customer Relationship in
Digital Era. International Journal of Information and Electronics Engineering 2012, 2

(5), 761-765.

(59) Zeithaml, V. A.; Bitner, M. J.; Gremler, D. D. Services Marketing: Integrating
Customer Focus across the Firm; McGraw-Hill, 2018.

(60) Gronroos, C. The Relationship Marketing Process: Communication,
Interaction, Dialogue, Value. Journal of business & industrial marketing 2004, 19 (2),
99-113.



novateurpublication.org
ISBN: 978-93-87901-28-5

Chapter Six
Dimensions of Customer Stability

Identified” three dimensions of Customer Stability: customer
concentration, Customer fluctuation, and customer heterogeneity. These
dimensions were selected as they represent a comprehensive framework
reflecting customer behavior in terms of loyalty and continuity. They are
discussed in detail as follows:

6.1. Customer Concentration

Customer concentration is a business strategy focused on meeting
customer needs and enhancing their experiences, thereby fostering
engagement and brand loyalty. This approach is fundamental for building
long-term relationships, as it enables organizations to understand customer
expectations and develop innovative solutions to meet their demands. By
prioritizing customer satisfaction, organizations can achieve sustainable
competitive advantage and strengthen their market position. Customer
concentration has been defined as "the structural distribution of revenues
among major customers," reflecting the organization’s reliance on its key
customers®. similarly © argue that customer concentration refers to "the
extent to which the organization depends on its major customers for sales,"
with high concentration contributing to operational efficiency, as it is
regarded as a "center of attention and activity" within the organization.

Customer concentration can be understood as the focal point of
organizational strategies, becoming a central concern®. In the
contemporary context, there is increasing emphasis on customer
relationship management, as organizations aim to retain existing customers
rather than merely acquiring new ones, contributing to sustainable profits.
The concept of customer lifetime value has become critical, with
technology employed to enhance relationship management strategies.
According to Pareto’s Law, 80% of returns often come from 20% of
customers, highlighting the importance of effective strategies to retain key
customers®.

Over time, organizations have recognized that customers are their most
valuable assets, necessitating the fulfillment of their needs and the
establishment of stable relationships to achieve organizational goals®. The
concept of customer focus is an essential tool for transforming relationship
management systems, promoting effective partnerships between the
organization and its customers”. Furthermore, customer focus enables
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organizations to excel in competition by creating long-term value that
competitors find difficult to replicate®. A study by indicated that a high
concentration of customers reduces the organization’s risk-bearing
capacity, particularly in highly competitive sectors with smaller market
shares or limited government support, as these organizations allocate more
resources to maintain relationships with key customers rather than
engaging in riskier expansion activities. Measuring customer concentration
1s an important indicator of the relationship between an organization and
its customers, with significant correlations to supplier financial policies,
performance, and risk levels!'?. In other words, the higher the
concentration of key customers, the greater the organization’s focus on
meeting their needs to protect their interests!V.

Reported!? a positive relationship between key customer concentration
and organizational profitability, as mature relationships reduce required
investments, contributing to enhanced profitability. Chang et al®®
explained that customer concentration is measured by the relative number
of customers and their contribution to organizational revenues; thus, an
organization is more concentrated on its customers when a majority of its
revenue comes from a few key customers.

Despite its advantages, high customer concentration may entail risks.
Changes in customer needs or cooperative relationships can increase
business risks'. Noted that!!> organizations may suffer substantial losses
if a key customer faces financial distress, bankruptcy, or chooses to engage
with another supplier. High customer concentration may also lead
managers to withhold negative information, resulting in accumulation and
sudden revelation, which could collapse the organization-customer
relationship!®. Internal information environments, external monitoring
mechanisms, and marketing strategies influence the relationship between
customer concentration and information transparency. High concentration
1s often associated with lower disclosure levels, although this negative
effect is mitigated in highly active marketing environments!”,

6.2. Customer fluctuation

Today’s market is highly dynamic and competitive, with customers
becoming more informed and empowered. They have access to multiple
channels and options, allowing them to make decisions rapidly.
Consequently, customers are more prone to switching to competitors
offering attractive deals and competitive prices!"®. In light of this demand
volatility, organizations must possess the knowledge and skills to apply
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scientific analytical methods to understand the causes of volatility, whether
related to psychological factors, fashion trends, social habits, or
imitation!?).

Emphasized that®® studies on the relationship between macroeconomic
fluctuations and individual behavior have expanded significantly over the
past three decades. Al-Hadrawi et al®? focused on distinguishing between
internal factors and external shocks in investment-linked behaviors.
Customer Stability is a critical factor that protects organizations from
market volatility and economic downturns, contributing to stability during
challenging periods.

Effective retention strategies, such as personalized communication,
superior customer service, and delivering sustainable value, are essential
for fostering loyalty. The RFM model (Recency, Frequency, Monetary
value) is widely used to analyze customer behavior, relying on three key
elements: recency of the last interaction, frequency of purchases, and total
monetary value spent within a specific period®?. Identified®® six types of
customer volatility: access, demand, interpretation, capability, effort, and
self-preference, with access volatility being the most common across
industries.

Advancements in technology enable organizations to analyze customer
attrition behavior and enhance their ability to communicate effectively and
comprehensively. This supports understanding the rates of customer
switching to competitors and implementing retention strategies®¥. Noted
that® customer engagement fluctuates in the post-purchase phase, as the
impact of interactions with social media marketing diminishes over time,
whereas continuous engagement strengthens Customer Stability.

Customer fluctuation analysis is defined as "an analytical process aimed at
estimating the likelihood of a customer abandoning the product, to detect
these cases and take preventive measures before the customer leaves due
to competition"®®, Predicting churn rates presents a major challenge in
customer relationship management, requiring advanced strategies to
maintain an active and satisfactory customer base, particularly under
potential interactive risks affecting various organizational branches®”.
Models such as BGNBD and Gamma-Gamma provide important analytical
tools to understand customer behavior and estimate their lifetime value,
assisting organizations in refining marketing strategies and enhancing
engagement, loyalty, and profitability®®,
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6.3. Customer Variation

Customer Variation is a natural phenomenon arising from differences in
customer needs and preferences, which lead to variations in demand for
products and services. Understanding these differences is crucial for
organizations, as it helps improve marketing strategies and enhance
customer satisfaction. Organizations can adapt to market changes and
provide customized offerings that more effectively meet customer needs.
Therefore, it 1s essential for organizations to be aware not only of overall
customer performance but also of the degree of variation in customer
behavior. High perceived heterogeneity among service providers, without
appropriate managerial intervention, may lead to employee fatigue in
dealing with customers, which negatively impacts service quality.
Consequently, understanding the factors contributing to this heterogeneity
and proactively managing them is critical to mitigating adverse effects®.

Demand heterogeneity may stem directly from customer behavior,
exposing the organization to risks related to lost production capacity or
increased inventory costs. As variation is an inevitable part of production
processes, organizations can manage it by incorporating flexibility into
their scheduling and operational planning®?. Customer heterogeneity also
directly influences demand variation, as differences in preferences and
orientations affect the level of demand for specific products®?,

It is therefore essential for managers to consider behavioral differences
among customers when designing marketing strategies®?. By analyzing
demographic and behavioral variables, such as age, income level, and
product usage frequency, organizations can identify factors influencing
customer heterogeneity. Additionally, differences in satisfaction levels
within an organization often reflect variations among customers
themselves, as some customers tend to feel satisfied with the service more
consistently than others®?).

Assert that®® product diversity is a key factor shaping customer
preferences, playing a significant role in enhancing satisfaction levels.
Similarly, ®® found that increased product variety is associated with a
noticeable improvement in customer satisfaction. Reducing customer
heterogeneity requires organizations to adopt strategies based on product
diversification. Product variety serves as an effective marketing strategy to
maintain Customer Stability and prevent monotony, encompassing
differences in shape, color, flavor, size, ingredients, and materials, thereby
enhancing satisfaction and continued engagement with the organization®®.
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Observed that®? organizations targeting markets with a high proportion of
new customers—who have not previously used the product—need to
provide higher levels of content variety to attract them and communicate
product benefits effectively. This is particularly relevant for emerging
organizations expanding into new markets with continuously incoming
customers.

Highlighted that®® the volume, frequency, and recency of customer
reviews significantly affect customer heterogeneity, while the nature of
reviews (positive or negative) plays a major role in purchase decisions.
Customer heterogeneity may also result from changes in needs and life
orientations, requiring organizations to understand and manage customer
consumption dynamics across multiple touchpoints and continuous
interactions over time®?,

In light of the above, studying the dimensions of Customer Stability is an
important aspect of understanding the dynamics of the relationship
between the customer and the organization, as these dimensions directly
affect business sustainability and competitiveness in modern markets.
Achieving Customer Stability requires the continuous delivery of added
value that meets customer expectations and enhances their satisfaction with
the products or services provided. Moreover, the effective investment of
these dimensions by organizations contributes to strengthening Customer
Stability and ensuring their retention. Figure (6-1) illustrates the
dimensions of Customer Stability.
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Customer Concentration

Customer concentration indicates
that the organization relies on a
limited number of key customers,
underscoring the strength of the

relationship with these customers.

Dimensions
of customer
stability

) Customer fluctuation

Customer fluctuation expresses the rate of
ustomer changes or losses over time, and a high
churn rate signals potential issues in service or
product quality, which can be improved through
effective customer retention strategies and meeting
expectations.

Customer Variation

Customer variation refers to differences in customer needs
and preferences within the same market, necessitating an
understanding of this variation to provide a range of offerings
that meet diverse requirements, helping to design tailored
marketing strategies that boost satisfaction and loyalty.

Figure (6-1) Dimensions of Customer stability
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