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Course & Class Information
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Course: Business Strategy

Program: Master’s in Business Administration (MBA)

Credits: 6 ECTS

Mode: Onsite / Blended

Class 5: Customer Loyalty and Long-Term Business Growth

Lecturer : Dr. Leul Girma



Main Teaching & Learning Materials
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Core textbooks

- Principles of Marketing, 17th GLOBAL Edition

- The Ultimate Guide to Digital Marketing

- Instructor lecture slides and notes

- Case studies and real-world examples

- Academic articles and selected readings



Objective and Learning Outcomes
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Objective:
To provide students with an understanding of customer loyalty and its role in
supporting long-term business growth, customer retention, and sustainable
competitive advantage.

By the end of this class, students will be able to:

- Explain the importance of customer loyalty in business performance 

- Differentiate between customer loyalty and customer satisfaction

- Identify factors influencing long-term customer relationships 

- Analyze the relationship between loyalty and business growth 

- Evaluate strategies for improving customer loyalty and retention



Customer Loyalty
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What is Customer Loyalty?
Customer loyalty refers to a customer’s willingness to continue purchasing from the
same company over time because of positive experiences, trust, satisfaction, and
perceived value (Kotler & Keller, 2016).
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It Reflected through:

- Repeat purchases

-Strong brand preference

-Long-term customer relationships

- Higher customer commitment



Why Customer Loyalty Matters

Customer loyalty is important because loyal customers are more likely to make
repeat purchases, recommend the brand to others, and contribute to long-term
business profitability (Kotler & Keller, 2016)
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It supports businesses through:

- Higher customer retention

- Increased repeat sales

- Lower marketing costs

- Stronger competitive advantage



Customer Loyalty vs Customer Satisfaction
Customer satisfaction refers to how customers feel about a product or service
experience, while customer loyalty reflects a long-term commitment to continue
purchasing from the company (Kotler & Keller, 2016).
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Key differences include:

-Satisfied customers may still switch brands 

-Loyal customers continue purchasing over time 

-Satisfaction focuses on a single experience

-Loyalty reflects a long-term relationship



Types of Customer Loyalty
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Customer loyalty can develop for different reasons depending on customer
experiences, emotional attachment, and perceived value (Kotler & Keller, 2016)

Common types  :

- Behavioral loyalty: repeat purchasing behavior 

- Emotional loyalty :emotional connection with the brand 

- Transactional loyalty :loyalty driven by discounts or rewards 

- Brand loyalty :strong preference for a specific brand



Drivers of Customer Loyalty

Customer loyalty is influenced by factors that improve customer trust, satisfaction, 
and long-term relationship quality (Kotler & Keller, 2016).
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Major drivers: 

- High product and service quality

- Positive customer experience

- Strong brand reputation

- Effective customer communication



Building Customer Trust and Relationships
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Customer trust is essential for developing long-term customer relationships and 
reducing customer switching behavior (Kotler & Keller, 2016).

It gose through:

- Honest business communication

- Reliable customer service

- Consistent service quality

- Transparent business practices



Loyalty Programs and Reward Systems

Loyalty programs are designed to encourage repeat purchases and strengthen long-
term customer relationships by providing rewards and incentives (Kotler & Keller, 
2016).

Benefits include:

- Discounts and special offers

- Points and reward systems 

- Exclusive customer benefits 

- Personalized customer incentives
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Customer Experience and Loyalty

Customer experience refers to the overall impression customers develop through their 
interactions with a business across different touchpoints (Kotler & Keller, 2016).

It affects loyalty through:

- Faster and smoother customer interactions

- Better customer satisfaction

- Reduced customer frustration

- Stronger customer relationships
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Long-Term Business Growth



Customer Retention and Repeat Purchases

Customer retention refers to a company’s ability to maintain long-term
relationships with customers and encourage repeat purchases over time (Kotler &
Keller, 2016).

It supports businesses through:

- Stable revenue generation

- Reduced customer acquisition costs

- Stronger customer loyalty

- Long-term business sustainability
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Emotional  vs Transactional Loyalty

Customers may remain loyal because of emotional attachment to a brand or 
because of financial incentives and rewards (Kotler & Keller, 2016).

Key differences include:

- Emotional loyalty is based on trust and connection 

- Transactional loyalty depends on discounts and rewards 

- Emotional loyalty is usually more sustainable 

- Transactional loyalty can change quickly if prices change
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Customer Lifetime Value (CLV) and Business Growth

Customer Lifetime Value (CLV) measures the total value a customer generates for 
a business over the entire customer relationship period (Kotler & Keller, 2016).

CLV helps businesses to:

- Identify high-value customers

- Improve long-term profitability

- Develop effective retention strategies

- Increase customer growth opportunities
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Customer Switching and Loyalty Challenges

Customer switching occurs when customers move to competing brands because of 
price, service quality, convenience, or better customer experience (Kotler & Keller, 
2016).

Major challenges :

- Strong market competition 

- Price-sensitive customers 

- Poor customer experience 

- Weak customer engagement
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Growing Customer Value Over Time

Businesses can increase customer value by strengthening long-term relationships 
and encouraging customers to purchase more products or services over time (Kotler 
& Keller, 2016).

Businesses grow customer value through:

- Cross-selling and up-selling

- Personalized customer offers 

- Loyalty and membership programs 

- Long-term customer engagement
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Case Study: Customer Loyalty Dilemma

StyleHub, an online fashion retailer, increased sales rapidly through heavy
discounts, influencer promotions, and seasonal campaigns. Although the
company attracted many first-time buyers, internal reports later showed that
most customers only purchased during promotional periods and rarely
returned at regular prices.
Some managers argued that StyleHub should continue focusing on discounts
and aggressive campaigns to maintain sales growth and market visibility.
Others believed the company should reduce promotional dependence and
invest more in customer experience, loyalty programs, and personalized
engagement to build stronger long-term customer loyalty and
profitability.
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Reflection and Critical Thinking Questions

- What is the main challenge facing StyleHub? 

- Is StyleHub building real customer loyalty or promotional dependency?  

- Which strategy would create stronger long-term business growth? Why? 

- What would you recommend to improve customer loyalty and retention?



Key  Insights from the Case

- High sales growth does not always create strong customer loyalty

- Discount-driven customers may not become long-term loyal customers

- Customer retention may be more valuable than continuous acquisition

- Customer experience can create stronger loyalty than price discounts 

- Long -term profitability and rapid sales growth are not always aligned
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Strategies for Strengthening Customer Loyalty

Businesses strengthen customer loyalty by creating long-term value and positive 
customer experiences (Kotler & Keller, 2016)

Effective loyalty strategies :

- Improving customer experience

- Developing personalized engagement

- Providing reliable customer support

- Building strong brand relationships



Key Takeaways

- Customer loyalty supports long-term business growth

- Strong customer relationships improve retention and profitability

- Customer satisfaction alone does not guarantee loyalty

- Businesses must balance acquisition, retention, and customer growth

- Long-term customer value is essential for sustainable competitive advantage
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Further Reading 

Kotler, P., & Keller, K. L. (2016).Marketing Management (15th ed.). Pearson.

Porter, M. E. (2008). The five competitive forces that shape strategy. Harvard
Business Review, 86(1), 78–93.

Porter, M. E. (1980). Competitive Strategy: Techniques for Analyzing Industries
and Competitors. Free Press.

Grant, R. M. (2019). Contemporary Strategy Analysis (10th ed.). Wiley
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Thank you
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