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Loyalty, like most aspects of business today, is evolving. 
It is evolving through new and more comprehensive uses 
of data and macro-level program consolidation, through 
brands rethinking and re-approaching their strategies, 
through the maturation and permutations of consumer 
awareness, and through technological development. The 
loyalty environment of 2018 is different from last year’s, and 
will undergo more changes yet before the decade is out.
Over the past several months, we have examined how companies in different industries can keep pace with this evolution by 
adopting (or adapting to) loyalty strategies specific to their unique business environments.  This collection of articles share the 
theme of Reinvigorating Loyalty, providing a comprehensive view of what loyalty looks like today and what approaches are 
needed to execute more effectively and efficiently.  

Also included is Merkle’s outlook on the loyalty landscape yet to come. In the years leading up to 2020, several trends and 
tech developments will influence the nature of loyalty and the way businesses approach it.  Data, unsurprisingly, lies at the 
center of many of these approaches and technologies, as well as its power to create holistic customer views, which in turn 
enables true people-based marketing.

Loyalty is at once a constant and an ever-changing objective, a core aspect of any brand-customer relationship that’s 
comprised of a shifting array of techniques to drive emotional connections. The right approach to loyalty can affect real 
bottom-line benefits for businesses, and its reinvigoration should be the top priority for brands the world over.

Here’s our Loyalty Outlook for 2018.
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As we assess how the loyalty landscape will unfold over the next few years, 
a handful of themes stand out as potential turning points, roadblocks, or 
considerations that need to be reckoned carefully. In an environment where test-
and-learn will be the watchword for many companies implementing new loyalty 
strategies (or optimizing existing ones), the following areas deserve extra scrutiny:
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sense of investment on the part of the consumer, which 
encourages more brand interactions – a virtuous cycle).  
Lifestyle brands like Urban Decay are particularly adept 
at developing niche communities of members through 
combined loyalty tiers and tailored product offerings.  
Even though brands like these may start with a high level 
of emotional connection, using non-transactional loyalty 
initiatives can further deepen those relationships.

LOYALTY STRATEGY 
As a strategic goal, creating emotional connections 
is an excellent principle upon which to build a loyalty 
strategy. Executing a strategy that can meet this aim is 
another exercise altogether. In the coming years, brands 
may be reluctant to dramatically re-engineer loyalty 
strategies into which they have already made significant 
investment. Instead, they may favor more flexible test-and-
learn approaches and place renewed commitment into 
incremental strategy development and assessment.  

Ultimately, though, loyalty is a way of life for the most 
successful companies, and a well-executed loyalty strategy 
requires organizational commitment. Getting buy-in from 
the C-suite, for instance, can make the difference between 
a successful loyalty implementation and one that fails to 
deliver the expected benefits.  This is because instituting 
a loyalty program isn’t like switching a software vendor. In 
the best cases, it’s a re-imagining of the nature of customer 
interactions and the use of data. True loyalty infiltrates 
every aspect of a company’s operations; without executive 
backing, resistance to these necessary changes can be 
hard to overcome.

Setting a realistic timeframe and budget for loyalty 
initiatives (ideally with C-suite buy-in) is key to establishing 
the proper expectations. While loyalty programs deliver 
direct results, they may not always reflect immediately, 
and ROI can seem slow to realize without appropriate 
perspective. The same is true with gaining the proper 
alignment of differing objectives within an organization. 
Even a relatively low-risk test-and-learn strategy can 
backfire if it fails to satisfy cost-benefit requirements, be 
relevant and meaningful to the customer, and fit within 
the overall brand strategy. Identifying and marrying these 
objectives under a single loyalty proposition is paramount, 
and will be one of the factors that increasingly determines 
loyalty program success.

KEY CHALLENGES AND 
OPPORTUNITIES 
Going forward, many global brands will be investing in the 
development or reassessment of their loyalty strategies, 
but they will be doing so armed with unprecedented 
levels of data and insights to guide them. The next era of 
test-and-learn loyalty will be driven by this data-oriented 
approach. With the tools to determine what works and 
what doesn’t – often, thanks to advanced and intelligent 
analytics, in real time – brands will be able to adjust their 
loyalty strategies with the pace and flexibility they need 
to get their consumer interactions right. This also allows 
companies to stay aligned with their core brand positioning 
on a macro level, while creating relevant engagement on a 
targeted, local basis.

The focus of these strategies will often be on the customer 
experience, as it should be. Brands have the resources 
at their disposal to create holistic customer views that 
drive truly personalized interactions, which in turn can fuel 
emotional connections and brand advocacy. At the center 
of these – the lens through which the customer perceives 
the brand’s efforts – is the customer experience. “CX” has 
been a watchword for several years, and some analysts 
(including Forrester) are predicting the gains that can be 
made in this area have largely been banked, and that future 
improvements to CX will be marginal at best. While this 
may be true from a purely technical perspective, optimizing 
the customer experience will always yield positive results 
in terms of brand perception, loyalty, and the quality and 
depth of customer/brand relationships. Moreover, many 
brands have significant opportunity to improve their 
CX in the omni-channel environment, where customer 
interactions across platforms (and in-store vs. online) still 
encounter mismatches and inconsistencies. 

The challenge of achieving an optimal customer experience 
is in the balancing of objectives, like staying true to the 
brand’s essence while delivering value and relevance 
to customers. Or effectively segmenting customers and 
engaging those segments simultaneously. These well-
intentioned efforts need to be reconciled with dollars-
and-cents considerations. Brands will need effective 
technological solutions and trusted partners to achieve this 
balance in the coming years, but most importantly, they will 
need the right loyalty strategy.

DATA AND PRIVACY
Data has long been the cornerstone of successful loyalty 
strategies, in large part because of its ability to facilitate 
personalized interactions, gather insights, inform accurate 
customer profiles (to predict customer behavior), and provide 
actionable intelligence. The use of data in loyalty initiatives 
has become so widespread and effective that customers 
now expect highly targeted and personalized offers and 
communications from every loyalty program they participate in.

But there is an requisite balance to be struck between data and 
privacy. Brands, of course, want to leverage the customer data 
they collect to create the “they really get me” type of rewards 
and brand interactions consumers crave. But they also need to 
meet customers’ expectations about the privacy and security of 
the personal data they provide.

Recent headlines keep this concern top-of-mind for consumers, 
and regulatory changes (such as GDPR in the EU) will compel 
companies to adapt effectively. Last year’s WannaCry 
ransomware attack and Equifax breach (among others) still 
loom large in the public consciousness, and even if consumers 
are willing to trade their personal data for personalized 
experiences, brands will need to offer extra encouragement – 
and reassurances as to the security of their data – to get them 
to do so.  

The rise in popularity of in-home personal assistants like 
Amazon’s Alexa and Google Home present both an additional 
data security challenge as well as an opportunity to mine a 
new source of consumer data. For loyalty marketers, this new 
channel represents not only a potential data windfall, but also 
a new consumer touchpoint. In the near term, figuring out how 
to leverage this touchpoint will occupy a significant place in 
loyalty strategies, as will finding the balance between delivering 
personalized interactions (literally) closer to home and avoiding 
the “creepy” factor associated with passive data collection.

Another innovation that loyalty marketers will continue to 
grapple with is how to adapt AI and other intelligent/predictive 
technologies into their loyalty framework. In many cases, the 
benefits of AI are clear – customized interactions calibrated 
in real time by intelligent chatbots, systems that learn and 
analyze customer preferences on the fly. However, the costs of 
implementation and scaling up capabilities are less so. Perhaps 
one of the better-known recent examples is 1-800Flowers.com’s 
collaboration with IBM Watson, which provided both advanced 

customer insights and an intelligent concierge interface 
(“Gwyn”) designed to help customers receive personalized 
service. Building on successes like these, brands and retailers 
will explore new and deeper ways to integrate AI into their 
customer flows and loyalty processes, while striving to balance 
the cost of these technologies within existing budgets.

EMOTIONAL LOYALTY
Of course, these technological developments are only useful as 
tools in service of a larger loyalty strategy. As loyalty marketers 
approach 2020, that strategy will increasingly hinge on 
creating emotional connections with their customers.

Well-executed loyalty programs are well-suited to the task of 
creating these kinds of emotional connections.  Using data 
gleaned from loyalty interactions, brands and retailers can craft 
and deliver truly personalized communications and offers to 
customers, engendering the sense that the brand has their 
interests at heart and is making the effort to supply something 
“just for me.”  Loyalty programs can also facilitate improved 
customer service and experiences (through a similar process 
of personalization, or by providing more seamless access 
to member/customer information at the customer service 
touchpoint). These enhanced experiences are only possible if 
a brand’s loyalty strategy is centered around creating a holistic 
view of the customer in an omni-channel environment and 
utilizing data to support people-based interactions, rather than a 
traditional earn-and-redeem, rewards-only approach to loyalty.

Pivoting to an emotional connection strategy could be most 
beneficial to companies in those industries most synonymous 
with accrual-based, points/reward loyalty programs, like 
financial services (think credit card cash-back schemes) and 
airlines (frequent flier programs).  Many of these brands already 
distinguish their loyalty initiatives with dedicated benefits, but 
taking an integrated approach to customer and loyalty data to 
fuel personalized interactions could be the next evolution in 
their strategies.

As with improved customer experience, other non-transactional 
rewards play a significant role in developing emotional 
connections.  Engaging, experience-based initiatives that 
create a sense of community, in addition to fostering emotional 
connections, have the knock-on effect of encouraging loyalty 
program members to become brand ambassadors through 
social media and other platforms (which in turn creates a 
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DRIVING 
ENGAGEMENT  
AMONG YOUR 
LOYALTY BASE
One of the most common themes we hear from 
clients is, “Our loyalty program members seem 
to love our brand, but why does my program 
feel stale?” Or, “I know that keeping members 
engaged is important, but I don’t know where to 
start.” Or, “How do I get members to burn their 
earned points so my liability decreases?”
Our answer to that is to call up the proven strategy of promotion overlays – layers of fun consumer experiences that 
don’t interrupt your loyalty program, they simply activate it. Promotional overlays take many shapes and sizes, and in 
addition to driving engagement, they are also known to help brands bring in new members, encourage retention and 
repeat visits, create a buzz, incentivize purchase, and inspire point spending.

Using a three-day scratch-off overlay, we drove 15% more downloads for a retail client’s loyalty app, and an overlay for 
one of our CPG clients resulted in 56% of its inactive members reengaging with the brand.  
Even with a solid content marketing strategy, how does a brand know how well they’re doing? How can they attribute 
consumer engagement to loyalty, and ultimately attribute it to sales?

We all know that highly-engaged consumers are incredibly valuable to the success of a loyalty program. For more 
information on these five tactics, key stats, and specific case studies, visit our Insights page (https://www.helloworld.com/
insights/whitepapers) at HelloWorld.com for key whitepapers and eBooks on loyalty and engagement.

*HelloWorld’s Digital and In-Store Engagement Report 2017
Icon art: Award by Andy Houghton, Win by Hyemm.work, Promotion by Chanut is Industries, Activity by Landan Lloyd, Interaction by Dinosoft Labs from the Noun Project

GUARANTEED REWARDS

Entice loyalty members by giving them 
bonus loyalty points, a guaranteed reward, 
or a coupon offer for their next purchase. 
In our research, 37% of shoppers indicate 

that they would be more likely to purchase 
a product over a competitor if there was a 
guaranteed reward or coupon offer*. Take 
advantage of product launches or special 
times of year by offering a chance to earn 

bonus points for purchase. 

CHANCES TO WIN

Use instant win games, personality tests, 
trivia, and sweepstakes within your loyalty 

program to give members a chance to earn 
additional points, win prizes, or access 

exclusive content. On average, our data 
shows that sweepstakes tactics encourage 
consumers to return to a campaign three 
to five times within the promotion period, 
which makes it an effective tactic to drive 

engagement to your loyalty program. 

MOBILE OFFERS

Deliver real-time coupons or offers 
to your members to build loyalty and 

drive purchase. With 45% of consumers 
preferring to access offers on their phone 

or via SMS while in-store*, mobile is a 
key channel to hook them. Consider a 
surprise and delight offer that pops up 
as a notification. Scheduling these in a 

streak of offers that increase in value as 
members redeem is an irresistible way to 
drive purchase while keeping members 

excited about your program.

VIRAL ACTIVITY

Encourage members to snap photos or 
share content with a promotional hashtag 
on Instagram or Twitter. This promotional 
overlay can drive buzz, excitement, and 
activity for your brand. Our benchmarks 
show that consumers will participate in 

social media programs up to three times 
throughout the program period. 

ENGAGEMENT HUBS

Even without a formal loyalty program, 
there are many ways to inspire long-term 

loyalty. Engagement hubs (sites designed to 
incentivize interaction with branded content) 

are an effective way to keep your brand 
top of mind. Tactics may include hashtag 

and photo contests, advergames, collect & 
win campaigns, surveys, viewing branded 

content or videos, and more.

Let’s go through our top five tactics that utilize promotions to 
give your member base a boost.



Whether resetting an existing program or starting from 
scratch, the first step for loyalty program managers is to 
know what they need and how much budget the design 
and implementation of a program actually requires. Here 
are our five fundamentals for starting a loyalty program.

#1. BUSINESS REQUIREMENTS

Loyalty programs can help achieve fundamental 
business goals, but first these must be defined. Are 
you trying to differentiate a new brand? Do you want to 
deepen your customer relationships by creating relevant 
and personalized engagements? Maybe you want to 
break down data silos and turn customer data into 
business intelligence. Or do you just want to run your 
promotional activities more effectively? 

Once you define business requirements, you will be 
clearer on the problems you are solving for and the 
goals you want to achieve. It may be more cost effective 
to solve one or two strategic problems before you invest 
in a comprehensive solution. Or you may find a partner 
who can meet all your fundamental business needs 
while equipping you for the future. By defining business 
needs first, you can maximize your budget and make 
the business case for loyalty as a revenue driver, rather 
than a cost center.

#2. IT INFRASTRUCTURE

IT infrastructure can be a difficult and expensive cost 
area for loyalty managers. Technology has changed so 
much over the past ten years, and many businesses are 
still operating with legacy systems, fragmented data 
silos, and multiple vendors, which can make it difficult to 
consolidate data into a single customer view. 

Cost areas for IT typically include a data hub, a loyalty or 
promotions engine, point-of-sale integration, marketing 
automation, analytics platforms, and consumer-facing 
technology, such as mobile apps. Managers also need 
to consider the cost of multiple user licenses to operate 
the supporting software. Building loyalty infrastructure 
from scratch is obviously the most expensive route, so 
for businesses that don’t have unlimited IT resources, 
a reliable loyalty partner is invaluable. The right partner 
will have the experience to mix and match platforms and 
tools for your budget, whether you need entirely new 
systems or want to build on what you already have.

Five Fundamentals:  
How Much Budget Will a New 
Loyalty Program Require?

Marketers have always been pioneers 
in building loyalty programs that add 
value to their customers and grow 
the bottom line for businesses. We’ve 
come a long way from the first box-top 
programs and mom-and-pop punch 
cards. Today, loyalty is considered a 
marketing science all its own, and yet 
managers have limited (or shrinking) 
budgets to work with, and their 
challenges have never been greater. 
Even more, the gap seems to widen 
given the disconnect between what 
loyalty managers want to do and what 
they can do within their budgets and 
resources. Managers want “connected 
loyalty” that leverages the converging 
forces of strategy, technology, mobility, 
consumers’ activities, and data. But 
this could mean a whole new “loyalty 
reset,” which requires buy-in from 
executives who determine budgets 
and allocate resources.

11



#3. PROGRAM OPERATIONS

Program operations encompasses everything you do to get a return on your 
loyalty investment. This is the real nitty-gritty of loyalty programs. It includes 
the structure of your program, the rewards currency you use, how you finance 
rewards, what kinds of discounts and promotions you offer, and how you acquire 
and retain program members.

Ideally, program operations should finance itself. If the program is successful, 
your rewards, offers, and promotions should increase customer engagement, 
drive revenue, and grow the program’s reach. Otherwise, the program becomes 
a cost center, and loyalty budget is harder to justify. Even programs with major 
funding and deep internal resources can fail if they have a poor rewards scheme. 
Loyalty can’t be bought; it takes smart budget investment but also solid program 
operations. Most loyalty managers will want to partner with a third-party company 
that specializes in loyalty and can provide strategy expertise to create the right 
mix of rewards, incentives, offers, promotions, and tactics.

#4. MARKETING

Marketing will determine how successfully you communicate the value of your 
program, grow your membership base, and engage existing members. Our 
recent global survey of consumers found that the vast majority (80 percent) 
belong to 5 or fewer loyalty programs. Nearly 90 percent of members, on 
average, say they shop far more with brands they enjoy and value, but nearly 
two-thirds shop far less with brands if loyalty programs fall short. The marketing 
success of your program has a direct impact on overall business performance 
and health – and the bottom line.

Marketing budget for loyalty programs is spread across different areas of 
investment. If you invest in mobile app development or a CRM platform, these 
will determine the areas where you expect to see a marketing return, such as 
in-app messaging and targeted advertising. Data and analytics investments, 
on the other hand, should show a return in the form of actionable business 
intelligence: how well you understand customers’ habits, behaviors, and 
preferences. Ultimately, marketing your program successfully is about 
listening to data and constantly improving your strategies and tactics. If 
you invest well in fundamental areas, such as IT and program operations, 
marketing is mostly about managing the program well, training employees, 
communicating with customers, flawlessly executing the program in-store, and 
consistently making the program a priority for your business.

#5. BALANCING THE BUDGET

Loyalty managers find it increasingly complex and challenging to design, 
manage, and implement loyalty programs. They struggle to measure the impact 
and financial value of their programs and to find colleagues and employees who 
are well versed in loyalty marketing strategy and tactics. The challenges are 
many, and budgets are shrinking. But loyalty managers can build a successful 
loyalty program if they think through their business requirements; make strategic 
investments in technology and resources; design an easy-to-understand rewards 
scheme that resonates with consumers; consistently communicate the value of 
the program; and make the program a priority to ensure return on investment and 
an increased bottom line.

Successful loyalty programs all have one thing in common: they are clear and 
simple for consumers to understand and participate in. For program managers, 
loyalty is hard work, but it should not be complicated, and our “five fundamentals” 
are an action plan to help you get started.

For more advice on 
starting a loyalty 
program, download 
our white paper on 
financial modeling 
guidelines for loyalty 
programs here.
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After investing significant time and budgets in loyalty 
strategy design, technology, program operations and 
marketing, how can managers make sure their programs 
keep members engaged for the long-term, and continue 
to deliver the positive revenue impact they were 
designed for? Staying in a “Top 5” frame of mind is key 
to successful engagement, resonance and long-term 
financial success.

TRANSACTIONAL AND NON-TRANSACTIONAL 
REWARDS. WHY CHOOSE?

Rewards are the most visible aspect of any loyalty 
program, and they are the fuel that drives member 
acquisition and ongoing engagement. For nearly half of 
managers identified our 2017 survey, the top financial 
challenge is determining the right rewards, pricing 
structure and ideal funding rates. Financial concerns 
can lead managers to be too protective of their bottom 
line and too “stingy” with rewards, undercutting the 
core purpose of the loyalty program from members’ 
perspective: to create value. When rewards are too 
hard to earn, take too long to redeem or are simply not 
relevant, members will lose interest quickly and can stop 
engaging for good.

Creating a balanced rewards scheme means offering 
both transactional and non-transactional rewards. 
Rewards for non-transactional activities such as 
signing up, writing an online review, posting on social 
media, or sharing a wish list are just as important 
for program engagement and can be much more 
meaningful to members. Managers must know how 
to structure rewards correctly, personalize them to 
deliver continuous value, and create experiences that 
stand out as relevant and memorable to each member. 
Of course, loyal customers should expect some 
financial reward, but core program members also want 
to see investment in a brand relationship that goes 
beyond transactions. 

Managers should identify and reward ambassadors and 
social influencers – not everyone will spend thousands 
of dollars, but any customer can be influential amongst 
their peers and recommend a brand to their social 
networks. “Gamification” is also an important aspect 
of successful loyalty programs – managers should 
design programs to be fun, exciting and challenging. 
Consumers are driven to achieve not just rewards but 
also status and recognition, just as they would be when 
playing a video game or leveling-up in Candy Crush.

A “Top 5” Frame of Mind:  
Improved Engagement for Existing 
Loyalty Programs

Despite the overall popularity of 
many loyalty programs, loyalty 
managers often struggle to maintain 
their program’s relevancy and keep 
members engaged. Customers are 
selective with their loyalty – according 
to our recent survey of consumers in 
North America, the UK and English-
speaking Asia, 80% belong to 5 
or fewer programs, and only 41% 
claim to be active in all 5 programs. 
Disengagement has a direct impact on 
business, as 86% of consumers shop 
more if they are engaged in a loyalty 
program whereas 63% shop less if 
they leave one. 
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CONNECTED LOYALTY & OMNICHANNEL ENGAGEMENT

Even the most loyal customers have busy lives and multiple brand 
relationships, which makes it hard for program managers to stay connected 
and be “Top 5” relevant. The biggest external challenge to loyalty programs, 
according to nearly two-thirds of program managers included in our survey, 
is that consumers are shopping less in physical stores and more through 
mobile/digital channels. Many program managers simply lack the expertise 
for digital marketing and omnichannel engagement, while some managers 
lack the technology infrastructure as well. They struggle to keep pace with 
the unpredictable attraction their customers have for new and exciting 
technologies, channels and brands.

Lasting engagement with program members is only possible if managers 
invest in “connected loyalty.” Connected loyalty programs weave intuitively 
and seamlessly into members’ lives, using data effectively to understand 
members and their preferred channels of engagement. Consumers are 
seeking an emotional connection with brands and they want programs and 
rewards that align with their deepest values. But they also want programs 
to align with their digital habits and channel preferences. Omnichannel 
engagement can be the difference between a brand staying “Top 5” relevant 
or falling out of sight and out of mind.

REGULAR HEALTH CHECKS AND KPIS

Loyalty programs require regular health checks to ensure that everything is 
coming together for the program’s success. Choosing the right KPIs is a crucial 
step toward a meaningful health check, just as focusing on the wrong KPIs can 
lead to a false or incomplete picture of the program’s health. Our survey found 
that managers in North America are disproportionately prioritizing growth in 
total membership, even though member satisfaction and incremental revenue 
are much better indicators of a successful loyalty program. Every loyalty 
program has baseline KPIs, but a good health check is about how you balance 
and interpret KPIs, and this process is unique to each program, business and 
even country.

Health checks and KPIs need to factor in the program’s rewards structure, to 
determine where rewards are most needed for increased engagement. Do you 
want members to open their app more frequently? Write more reviews? Share 
your social media posts? These activities can all be tied to rewards, but where 
to devote those limited, budgeted resources should be driven by sound data 
insights.

STAYING IN A “TOP 5” FRAME OF MIND

Loyalty program managers who aren’t seeing the results they expected 
shouldn’t feel alone – engagement is a challenge across all verticals for 
both big and small brands, new and not-so-new programs. Above all, loyalty 
programs need to offer rewards that are valuable, relevant, easy to earn 
and easy to redeem. Rewards should also help create a brand relationship 
which goes beyond transactions and rewards non-transactional activities. As 
managers build relationships with program members, they need to execute 
on connected loyalty across all channels to keep members engaged. Regular 
health checks will help measure program performance, identify problem areas 
and target those areas for better results that satisfy customer needs as well as 
the bottom line. We are sure these best practices can help you get into a “Top 
5” frame of mind with your members, and stay there for higher, more effective 
and ongoing engagement.

For a deeper look at 
customer engagement 
best practices, you 
might enjoy our recent 
article on the currency 
of people-based 
marketing here

14

B-to-B Loyalty in a New Business 
Landscape: Building Respect and 
Mutual Value

CUSTOMER ACQUISITION:  
GETTING TO KNOW EACH OTHER

In business, everything starts with the bottom line, and 
every business asks the same question: What can you 
do for me? B-to-B loyalty programs are not exempt from 
this analysis: members usually join a program because it 
generates some financial value. B-to-B loyalty programs 
should certainly offer hard incentives with price breaks 
and other financial rewards based on volume and 
spending, but once customers are in a program, they 
expect something deeper. In our 2017 B-to-B Loyalty 
Report #2 – Beyond Financial Incentives, we found 
that among buyers in North America, 57 percent want 
dedicated business support – ahead of 54 percent 
who want financial incentives – while nearly half expect 
in-depth industry knowledge. By offering existing 
customers initial incentives not to switch vendors, 
B-to-B loyalty programs help pave the way for a stable 
relationship and ongoing engagement.

CUSTOMER ENGAGEMENT:  
BUILDING RESPECT AND TRUST

Businesses today are investing much more in customer 
engagement through content marketing, delivering 
information of high value to their clients and prospective 
clients as a means of starting a dialogue, determining 
interest levels, or even establishing industry bona fides. 
B-to-B loyalty programs should integrate with these 
content marketing strategies, giving members a sense 
of privilege and status with special access to resources, 
assets, and business support not available to general 
buyers. The goal isn’t just clicks or downloads, but 
to educate, inform, and engage – and ultimately, to 
demonstrate competence and expertise that help build 
respect and trust. Video resources, for example, are 
becoming more important, serving as robust content 
libraries that support everything from onboarding and 
training to customer retention and skills upgrades. 
Buyers want access to subject matter experts for 
content and consulting – and that access adds 
tremendous value to your loyalty program.

Though they may not enjoy the same 
prevalence in the public consciousness, 
loyalty programs are just as important 
to B-to-B enterprises as they are 
to businesses that sell primarily to 
consumers. B-to-B loyalty programs 
have a different end-user focus, but 
their objectives are the same as B-to-C 
programs: to understand customers 
better, create mutual value, incentivize 
higher and more frequent engagement, 
and build lasting, profitable 
relationships.
When buyers begin their research processes to identify 
a new supplier, they don’t just look at compatible product 
and service offerings – they turn to their relationships. 
And like any relationship, the B-to-B journey grows, 
evolves, and deepens as buyers and sellers get to know 
each other. B-to-B loyalty programs provide the perfect 
framework for a relationship to develop – starting with 
financial incentives (customer acquisition). But they 
gradually move on to providing resources, assets, and 
dedicated business support (customer engagement) – 
and ultimately lead to deeper partnerships and long-term 
commitments (customer retention).
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CUSTOMER RETENTION AND GROWTH:  
CONNECTIONS AND OPPORTUNITIES

Two-thirds of buyers who responded to our buyer and seller survey (contained 
in part 3 of our 2017 B-to-B Loyalty Report – Programs That Connect) said that 
vendors and sales reps are more interested in selling their products/services 
than listening to their needs. Without listening to buyers’ needs, a company 
may win the next one purchase order or contract, but it won’t win renewals or 
new opportunities for upselling and cross-selling. As listening deepens, so does 
loyalty, and that leads to deeper brand affinity, third-party endorsements, and 
the ability to influence downstream business and consumer markets. Clients’ 
customers should reap the benefits of the resources, training, and consulting 
delivered as a value-add through the B-to-B loyalty program. In this way, the 
mutual value created through a good B-to-B loyalty program helps both sides 
grow and create new connections and opportunities – and this increases both 
companies’ ability to retain customers for the long term.

THE BUSINESS OF LOYAL RELATIONSHIPS

Buyers and sellers both want the best deal out of every business relationship, but 
that doesn’t mean every single interaction is a transaction. At either end of every 
business deal is an individual who wants stability in his or her function within the 
enterprise that can lead to long-term value and new opportunities. B-to-B loyalty 
programs help sellers establish respect and trust by providing resources, assets, 
and dedicated business support that help educate, inform, and engage buyers. 
This allows both sides to truly understand each other’s needs and discover 
what each has to offer – and to work together for long-term growth and mutual 
business value that improves everyone’s bottom line.

Successful loyalty programs – whether B-to-B or B-to-C – are built on the 
same commitment to knowing customers better, progressing beyond financial 
incentives, creating mutual value, and providing opportunities for growth. 

To learn more about 
the common objectives 
across loyalty programs, 
read our article on how 
B-to-B loyalty programs 
mirror their B-to-C 
counterparts here.
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Breaking Down Barriers  
in Travel Loyalty Programs and 
Creating Relationship Memory

PERSISTENT ID AND RELATIONSHIP MEMORY

For travel brands, the real value of loyalty programs has 
always been in the data they generate and the insight 
they provide into customer behavior. A persistent ID 
enables the tracking of member behavior, regardless 
of payment type, channel, or booking method. With this 
connected visibility, brands can develop a full view of 
their customer relationships and assess the value of 
individual members to the brand. 

While many hotels leverage big data to make high-
level decisions around product, pricing, and demand 
management, they are less adept at using “little data” 
to build customer relationships at various travel-related 
touchpoints. Greeting a program member by name 
and referencing whether they are a new or returning 
customer, for example, is a small gesture which shows 
that the brand knows – and cares – who that customer 
is and the value they represent. Using a persistent 
ID enables “memory” of your customer relationships, 
demonstrated through personalization, anticipation 
of needs, and empathy for habits and preferences. It 
results in the creation of memorable moments that stay 
with a customer and inspire loyalty in the future.

FROM BUSINESS TO LEISURE OR BLEISURE

Business travelers are the natural target for loyalty 
programs, as they are always on the road and in need 
of accommodation. The exclusive emphasis on business 
travelers, however, has led to reward structures that 
make little sense for infrequent leisure travelers, or even 
bleisure travelers whose persistent ID doesn’t carry over 
when they switch from business to leisure. According 
to the US Travel Association, through October 2016, 
the market for leisure travel grew for 82 consecutive 
months.1 And that trend will continue, driven by 
millennial consumers who prefer to spend their money 
on experiences over material goods. 

Travel brands have some work to do to capitalize on 
this trend.  Many millennials – and leisure travelers in 
general – have developed channel loyalty to online travel 
agencies rather than brand loyalty to specific hotels, 
simply because the brands have neglected them. Loyalty 
programs should take a wider view of customer value 
beyond frequent visits and transactions. While leisure 

Travel, as a highly aspirational, 
emotional, and educational experience, 
requires brands to constantly re-imagine 
how they connect with travelers and 
inspire them to connect in return. 
Loyalty programs offered by hotels, 
resorts, and other travel brands are 
crucial to building a “relationship 
memory” made up of moments, 
rewards, connections, and experiences. 
As leisure trips tend to be infrequent, 
loyalty programs have traditionally been 
geared toward the high-value, “road 
warrior” business travelers. Today, 
however, brands are recognizing the 
importance (and profitability) of loyalty 
across all customer segments: business, 
leisure, and “bleisure” travelers. As a 
result, travel brands are creating new 
reward structures that are relevant to 
customers, irrespective of their reason 
for travel, and that deliver value before, 
during, and after a trip.
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travelers may not travel frequently, they are open to upselling and cross-selling 
when they do travel, and can be incredibly valuable brand ambassadors to their 
friends and family. A Forbes survey found that millennials reach out to friends and 
social media 76 percent of the time when considering a travel destination.2 Brands 
must design loyalty program structures that will engage leisure travelers who may 
not be their highest-value customers but still make up a significant segment of their 
customer base.

EXPANDING LOYALTY

Recent innovations by hotel brands have removed barriers from their loyalty 
programs, making rewards and travel itself more accessible for a much broader 
audience, but these innovations need to become more widespread to have 
a positive impact on the industry as a whole. Most large hotel programs are 
still sitting on vast reservoirs of unredeemed points. Marriott, for example, 
recently reported $1.9 billion in outstanding points liability – a staggering 
number indicative of the lack of varied and convenient redemption options. 
These unredeemed points may represent customers who have left the brand 
altogether. According to Merkle’s 2017 survey, “The Great Loyalty Reset: A 
Global Outlook on Retail and CPG Loyalty,” nearly a quarter of consumers in 
North America and Europe leave loyalty programs because they require too 
much work, effort, or spending.3 

On the flip side, the Hilton Honors program is a good example of how brands 
are making travel loyalty easier and more engaging. Hilton increased the 
utility of its loyalty currency by making points redeemable on Amazon.com as 
well as making them combinable between members. Wyndham Rewards is 
also a model example and has earned both accolades and financial results by 
evolving their program in a way that streamlines rewards across all types of 
properties to a single reward tier of 15 thousand points. This restructuring has 
exposed travelers to an expansive range of accommodations that may not have 
been accessible before.

LOYALTY AND THE CONNECTED TRAVELER

As travel becomes more connected and more driven by emotion and experience, 
we are seeing traditional brand-focused and transaction-focused loyalty evolve. 
Travel brands are adapting to digital innovation and better loyalty platforms 
that enable the deep intersection among CRM, analytics, and customer-facing 
technology. They are creating relationships that extend beyond the walls of a 
hotel and go deeper than just frequency of visits. Loyalty programs today are 
engaging customers at every touchpoint, before, during, and after a trip, using 
persistent ID data to expand insights into customer behavior and democratizing 
loyalty for all travelers. With simple reward structures, they create more tangible 
memories, emotions, and experiences. In this way, loyalty programs inspire a love 
for travel and drive more sustainable, profitable, and loyal customer relationships.

For a more in-depth 
discussion of how 
travel brands are 
evolving loyalty, see 
our article on winning 
the connected traveler 
with a connected  
loyalty program.

1 Ustravel.org. (2017). Travel Trends Index. [online] Available at: https://www.ustravel.org/system/files/media_root/Travel_Trends_Oct_2016.pdf [Accessed 13 Dec. 2017].

2Lane, L. (2017). Forbes Welcome. [online] Forbes.com. Available at: https://www.forbes.com/forbes/welcome/?toURL=https://www.forbes.com/sites/lealane/2016/01/15/are-millennial-
travel-trends-shifting-in-2016-youll-be-surprised/&refURL=&referrer=#34a3039136a8 [Accessed 13 Dec. 2017].

3http://500friends.com/resources/the-great-loyalty-reset-report-2017
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Winning isn’t Everything,  
it’s the Only Thing: The Sports 
Loyalty Playbook

The Pittsburgh Steelers, another iconic franchise 
famous for its national fanbase, has done a great job 
simplifying its rewards program and making it more 
personalized. The team’s mobile app is a content-rich 
hub, driving brand discovery and maintaining in-season 
and off-season engagement. Since the team’s loyalty 
reset, it has seen a 50% increase in enrollment and 2x 
increase in engagement.

GOAL-ORIENTED ENGAGEMENT

Engaging with a beloved ball club is one thing; sticking 
to a health and fitness routine requires a totally different 
kind of dedication. Everyone agrees that healthy living 
is preferable to unhealthy habits, but exercising, eating 
right, and staying balanced – consistently – is much 
easier said than done. For gyms and fitness brands, 
loyalty programs are key to retaining customers, 
keeping them engaged and bringing them back when 
they fall off the wagon. Gyms should reward their 
members for setting goals and establishing consistency, 
celebrate milestones, and reinforce the satisfaction of 
success. As in other industries, loyalty program data is 
invaluable for customer retention. A customer’s initial 
experience and behavior pattern often determine how 
long they will stay, and a drop in attendance usually 
indicates that the customer will leave. Gyms can better 
understand their customers’ routines and truly earn 
customer loyalty by reminding them of their progress, 
celebrating their incremental successes, and offering 
incentives to try again when they slip. 

With the growing popularity of wearable technology, 
fitness tracking data can be integrated with loyalty 
and CRM data to open new opportunities in customer 
connection. In one particularly successful example, 
the well-known activewear brand New Balance 
partnered with sports tech company Strava to better 
connect its brand with customers’ everyday active 
lifestyles. The company created tiers to motivate 
customers with differentiated experiential privileges 
and rewards for trackable activity, resulting in a 20% 
increase in member spend and a 40% of members 
being new active purchasers.

Nothing inspires quite as much passion 
as sports. From professional athletes to 
fitness enthusiasts, weekend warriors 
and outdoor adventurers to the average 
fan, sports represent a dream built on 
dedication and loyalty. But sometimes 
passion and enthusiasm can give way to 
discouragement and difficulty. Without 
the right motivation, dedication can 
wane when times or tasks get tough. 
To combat this effect, loyalty programs 
can offer incentives for consumers to 
stay committed to their sport of choice 
and stay loyal to the merchandisers, 
franchises, and brands that help them 
live the dream.

GOING PRO WITH EMOTIONAL CONNECTION

Sports franchises are deeply intertwined with culture and 
business. Generations of fans pass on their devotion to beloved 
teams with a loyalty that money can’t buy. Even with this 
built-in loyalty, a sports franchise must keep fans emotionally 
connected. This can be a challenge during the off season or 
when the product on the field (or court, or ice) isn’t performing 
so well. The Boston Red Sox, one of the iconic sports franchises 
in America, are a perfect case study in business-focused sports 
loyalty. The team was purchased in 2002 for $700M and today 
is valued at $2.7B. Much of that success stems from winning 
three World Series in 15 years. But just as importantly, the 
Red Sox are helmed by a marketing-savvy ownership group 
that renovated the 105-year-old Fenway Park, maximized the 
merchandising power of the brand, and, since 2013, engaged 
season-ticket holders with Red Sox Rewards. Rewards include 
unforgettable and privileged experiences such as meeting with 
players, watching a game inside the famous “Green Monster” 
wall, and an all-expenses-paid trip to an away game. 
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Discovery Vitality, a wellness program operated by a health insurance company, 
is another great example of partnership in sports loyalty that focuses on practical, 
goal-oriented engagement. Rather than sell insurance to gym members, the 
company created a loyalty program and incorporated a gym partner directly 
into their insurance. Program members earn points for everything from physical 
activity to good nutrition, and the reward for good health is a lower insurance 
premium.  The company saw an 88% increase in member engagement after 
introducing the frequent reward element, which celebrated members meeting 
their exercise goals on a weekly basis. 

OFF-SEASON WORKOUTS – MAXIMIZING THE CUSTOMER LIFE CYCLE

Loyalty programs can help sports merchandisers gather data to keep customers 
engaged during off seasons and maximize up-selling and cross-selling 
opportunities throughout the customer life cycle. Men’s and women’s activewear 
is a $40M market in the United States, but only a fifth of activewear brands 
have implemented a loyalty program. These brands are missing out on valuable 
customer data and opportunities for engagement; 60% of activewear consumers 
in the US prefer to browse online and a third prefer to purchase online. Loyalty 
programs create opportunities to introduce members to new product lines, 
inspire new fashion choices, promote cutting-edge wearable technology, and 
reward members for staying active. Programs should be content-rich and tap into 
the fun and excitement of each member’s active lifestyle.

Sport and fitness enthusiasts – who are hardwired to earn and achieve – would 
seem to be natural candidates for accrual and goal-based loyalty schemes. Still, 
a quarter of consumers in the UK and North America leave a loyalty program 
because it requires too much work, effort, or spending, according to our recent 
survey, “The Great Loyalty Reset: A Global Outlook on Retail & CPG Loyalty.” 
Keeping customers engaged with daily goals, incentives, and rewards will help 
extend and maximize the customer life cycle.

LOYALTY ISN’T A SLAM DUNK

The sports and fitness market is tremendously diverse (and highly profitable), 
encompassing a range of active participants, from weekend warriors to 
professional athletes and generations of fans. The passionate intensity and 
dedication to sport make it an ideal environment for loyalty programs. But that 
also means brands have a high crossbar to clear when it comes to establishing 
and sustaining an emotional connection. They must maintain loyalty with 
practical goals, exciting engagement and data-driven selling. Sports brands that 
are passionate about their own products and services will thrive at inspiring 
achievement and loyalty in their customers.

For more insight into 
how sport brands are 
integrating loyalty into 
their products and 
customer relationships, 
check out our article 
on the growing role 
of loyalty in sport 
franchises.
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What Loyalty Looks Like: 
Creating a Beauty Loyalty Program 
That’s More Than Skin Deep

custom makeover or a private hotline to their favorite 
brand. And while VIB Rouge is geared toward the 
highest spenders, Sephora also keeps lower spenders 
engaged through the Rewards Bazaar, which makes it 
easy to redeem points for small items, such as lipstick 
and mascara. Sephora understands the importance 
of regular points earn and burn (the top two reasons 
consumers join a loyalty program, according to our 
loyalty survey, are for the incentives and rewards). For a 
brand’s most valuable customers, however, experiential 
rewards at the highest tiers are well worth achieving 
over time.

TIER STRUCTURES

The tiers themselves are common (and important) 
constructs within a beauty loyalty initiative. In a 
market that is constantly evolving and often rife with 
competition – every month seems to bring a new 
celebrity-branded product line – the need to identify 
the most loyal and dedicated customers is paramount. 
In this way, tiers can separate the occasional shoppers 
from the brand-loyal stars. 

Brands such as Urban Decay, e.l.f Cosmetics, and 
Ecodiva use tiered loyalty programs to create a sense 
of exclusivity for the highest spenders. Tiered loyalty 
structures are an effective strategy to reward customers 
according to the value that they bring to the business 
(in terms of spend) and to incentivize some competition 
between members. When creating a tiered loyalty 
structure, it’s important to maintain brand identity while 
encouraging different approaches to beauty. Urban 
Decay, for example, plays to an edgier crowd with its 
Obsessed, Freak, and Rockstar tiers, while Ecodiva 
elicits new age vibes with Insight, Wisdom, and Nirvana. 
Tiers help segment customers at different spend levels, 
while also binding them together in a like-minded 
brand experience. Urban Decay’s tiered program 
successfully lifted frequency by over 30% and increased 
member spend by 20% versus non-members, while 
strengthening engagement for core brand enthusiasts.

Tiers are often a great enhancement for a fully developed 
program, but new programs might consider holding off 
on tiers until they can establish a firm membership base 
and have a solid view of customer behaviors. According 

The beauty industry is a dynamic 
and young-skewing market, with 
Millennial women now making up 47% 
of heavy buyers of cosmetics. These 
consumers tend to be highly motivated, 
enthusiastic, and social, and they favor 
experiences over transactions. Think 
of the social influencers who share 
beauty photos, reviews, and product 
demonstrations through a myriad of 
digital channels. In a nutshell, this is 
an industry that is perfectly suited for 
loyalty programs. 
For beauty brands, a loyalty program is an opportunity to sell 
more products, gain much-needed insights into customer 
behavior, and tap into the excitement and creativity that drives 
engagement and evangelism in this unique category. Beauty 
brands often inspire extreme devotion; loyalty programs are 
the ideal vehicle to leverage that devotion to achieve positive 
commercial outcomes.

EXPERIENTIAL REWARDS

While cosmetics are consumer packaged goods sold in 
everyday retail stores, there’s something qualitatively different 
about beauty products versus, say, laundry detergent. Beauty 
is not just a CPG category, it’s a lifestyle experience. Yet beauty 
brands face similar challenges as other CPG brands – perhaps 
the most crucial of these is a lack of access to the kind of 
granular customer data that a loyalty program can provide. 
Because retailers own the point of sale, brands must rely on 
them to deliver transactional data, but that paints an incomplete 
picture. With a well-executed loyalty program, however, 
beauty brands can develop a holistic view of their customer 
and execute strategies based on that view to influence their 
behavior in beneficial ways.

Beauty loyalty programs should excel at using products as 
the springboard to experiential rewards, from special sales to 
birthday gifts and exclusive events. Sephora’s Beauty Insider 
program offers a particularly good example: The brand’s 
highest tier, VIB Rouge, has a steep spending requirement 
of $1,000 per calendar year, but customers who achieve 
this rarefied status can enjoy experiential perks like a free 
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to Merkle’s Q1 2017 survey, “The Great Loyalty Reset: A Global Outlook on Retail & 
CPG Loyalty,” 23% of consumers in North America leave loyalty programs because 
they require too much work, effort, or spending, and 7% leave because the 
program is too complex. When starting a new program, simplicity is key, but once 
members buy in to the program and spend patterns begin to crystallize, creating a 
tier structure can help members stay engaged and incentivized to keep spending. 

DIGITAL LOYALTY

Sephora’s Rewards Bazaar uses transactional rewards to keep lower-tier 
members engaged, but there are other ways to reward members besides 
spending. Digital loyalty engagement is crucial for health and beauty programs. 
Millennials live and breathe social media and that’s where they look to find 
referrals, recommendations, and product endorsements from friends, family, 
and brands. From 2010 to 2015, when mobile commerce was just beginning to 
mature, the online share of beauty and personal care product sales more than 
doubled, and the importance of mobile will only continue to grow. 

While brick-and-mortar stores still handle most beauty sales, social media 
is more important than ever for staying top of mind and creating relevant, 
meaningful content for brand awareness, promotions, and loyalty. Not only does 
digital engagement meet consumers where they want to be met, but within the 
framework of a loyalty program, also provides additional data points beyond 
the transactional data derived from POS systems.  Vanity Planet’s VP Rewards 
program, for instance, offers 100 points just for joining, 20 points for a like on 
Facebook, 10 points for reading the latest blog post, and 200 points for referring 
a friend. Millennials and tech-savvy older consumers place high value in word of 
mouth from their social networks. NYX Cosmetics, which has an avid social media 
following, launched a program concept around the idea of “community” aimed 
especially at social and local influencers. 

This is a great model for how health and beauty programs should build 
community through digital platforms and keep members engaged not only with 
great content, but with rewards attached for members who engage that content.

BEAUTIFYING LOYALTY

The beauty category is a loyalty marketer’s dream, an opportunity to build a 
fun, engaging brand identity that requires just the right mix of transactional and 
experiential rewards. Like all CPG sectors, beauty can be a challenging market 
to drive repeat sales – which makes loyalty programs that much more important 
for achieving bottom line results. Beauty brands should reflect their customer 
base – exciting, creative, and highly social – if they hope to maintain engagement 
in a digital world. Invest in your customer relationships, not just their beauty, and 
they’ll show you what loyalty looks like.

For more information on 
the nuances of beauty 
loyalty programs, check 
out our article on loyalty 
for luxury brands here.
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The Wealth of Opportunity for 
Financial Services Loyalty Programs

BEYOND TRANSACTIONS 

Today, 80 percent of consumers view their banking 
relationships as transactional rather than advice-based, 
and only 9 percent of consumers say they stay with 
their primary bank because of a loyalty program. This, 
in effect, means that FIs can attract new customers with 
immediate transactional rewards (such as cash-back 
programs) that create initial attachment, but that early 
stickiness can wear off quickly in favor of a competitor’s 
program. As a long-term loyalty strategy, transactional 
rewards leave much to be desired. For rewards 
programs to have a real impact on core business, they 
must go beyond transactional rewards and align loyalty 
with personalized, data-driven products and services.

Traditionally, banks personalized service with a 
handshake and a smile at a local branch, perhaps 
offering a free pen as a marketing token or a free toaster 
as a reward. Consumers still want this kind of service 
(if not the toaster), but “personalization” today is really 
about customizing product and service offers based 
on customer data. Transactional rewards, such as cash-
back, are immediate and tangible—and, therefore, highly 
motivating. But ultimately, they are not likely to influence 
decision making when customers need real financial 
services, such as financing for a car or house. And there 
is an appetite for this higher level of engagement: 40 
percent of consumers would switch loyalty from their 
primary bank to get more personalized services. 

Loyalty programs should offer transactional rewards as 
a first step to acquire new customers, but the real test of 
their effectiveness is what data insights the program can 
generate about customers. Where are they financially 
active? How are they accessing their finances? Is there 
potential to sell new and additional products and 
services that are uniquely relevant to them?

Rewards programs help expand the pool of customer 
data beyond card swipes. Bank of America launched 
BankAmeriDeals, an online bonus mall where users 
could activate deals and earn cash-back. The service 
was managed by a transaction-driven marketing 
company, Cardlytics, which could analyze shopping 

In the past decade, the financial services  
industry has experienced more 
technological disruption than almost any 
other. Not surprisingly, it has also been a 
top industry for loyalty programs, which are 
invaluable for helping financial institutions 
(FIs) attract and retain customers amid 
constant change and heavy competition. 
According to the 2017 Colloquy Loyalty 
Census, financial services providers make 
up 17 percent of all loyalty programs in the 
US, and memberships have increased 15 
percent since 2004. One reason financial 
services programs are so popular is 
because they’re connected to everyday 
spending, often with cash-back rewards. 
But this focus on transactional loyalty risks 
the possibility that consumers will hop from 
one bank or credit card to another looking 
for the best rewards, regardless of the 
brand. The biggest challenge for FIs is how 
to create loyalty programs that balance 
short-term and long-term goals. How do 
you differentiate your offering to not only 
attract new customers, but also build 
lasting customer relationships that result in 
cross- and up-selling opportunities further 
down the line? 
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habits based on activated deals. The value of the service was not so much in the 
rewards themselves, which had counterparts such as Discover’s “Discover Deals” 
and Chase’s “Shop through Chase.” The real value was how it motivated and 
incentivized shopper behavior and used that intelligence to successfully promote 
other relevant products and services.

FINANCIAL SERVICES FOR DIGITAL NATIVES

Financial institutions have been pioneers in the field of rewards programs, but 
there’s a new frontier when it comes to digital and mobile marketing. Millennials 
(aka digital natives) have fundamentally redefined how they relate to financial 
services altogether. Twenty-six percent of millennials are likely to use a bank’s 
mobile app, versus 12 percent of Gen X and 3 percent of boomers, indicating that 
digital and mobile channels are a necessary “hook” to attract younger (and even 
older) consumers. Of course, shifting to digital won’t magically acquire or retain 
loyal customers, but unless FIs can hook millennials now, they have little chance 
to build relationships for the future. Ignoring the digital shift could be detrimental, 
as consumers act upon their dissatisfaction: 43 percent of millennials say their 
bank doesn’t communicate through their preferred channels, while 40 percent 
of consumers overall say their primary bank doesn’t send personalized offers. 
Loyalty can no longer be thought of as a separate or gimmicky channel. Today, 
loyalty can be thought of as a “result” rather than a program – it results from 
mobilizing connections across all possible consumer touchpoints, all locations, 
and all devices to operationalize data points and deliver truly personalized 
financial services.

Millennials are sometimes written off because they are socially influential without 
being financially significant. They earn less than boomers and carry $29,000 in 
average debt balance, which can be a positive for some financial institutions but 
can also hold back financial investments, such as home ownership. But loyalty in 
financial services is not simply about which customers have the highest net worth 
right now. Loyalty is about understanding a customer’s lifetime value, selling the 
right mix of products and services for their needs at each stage of their lifecycle, 
and executing on quality service and personalized communication.

THE WEALTH OF OPPORTUNITY

Loyalty presents a significant financial opportunity, but it’s not all about the 
money. Sure, loyalty programs help incentivize spending, but unless that leads 
to active and ongoing engagement with a specific brand or financial institution, 
it becomes a squandered opportunity. And that’s not to mention the valuable 
customer data that loyalty programs generate, but fail to monetize. The financial 
services industry has an opportunity to capitalize on rewards programs and turn 
spending and data into loyalty and insight. However, the opportunity requires 
better integration with digital and mobile channels and far-sighted investment in 
today’s digital natives. But ultimately, it can lead to a sizeable return in customers, 
profits, and program value.

Learn more about the 
dollars and cents of 
loyalty programs with 
our article on how 
to do loyalty without 
upsetting finance here.
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The Times They Are A-Changin’: 
New Approaches to Retail  
Loyalty Programs

NEW LOYALTY MODELS AND EXPERIENCES

There isn’t just one way of “doing” retail any more, and 
many stores are becoming more adaptable to a variety 
of engagement strategies that can include product 
samples and curated box programs, subscription 
models, store-as-showroom, pop-up stores or member-
only products. Loyalty programs have been key to this 
adaptability because they help personalize strategies for 
different customer segments.

With a subscription strategy, for example, members are 
expecting privilege and exclusivity. Consider the PLAY! 
by Sephora beauty program, a $10 monthly subscription 
for curated boxes of beauty products, with a different 
monthly theme like “glam” or “chic.” Not every member 
receives the same product mix in each box, so they can 
be personalized and segmented. For just $10 monthly 
– about the price of a Netflix subscription – Sephora 
has created a space for customers to discover new 
products, consume relevant content and earn rewards 
that really matter to them. There are many ways of doing 
retail, but loyalty programs help focus on personalizing 
experiences that reward the most profitable customers, 
while enticing new or infrequent customers to engage 
more with the brand. 

THE LOYALTY PROGRAM APP AS A CENTRAL HUB

Although shoppers are constantly looking at their 
phones, retailers have a limited window of opportunity 
to gain consumers’ attention on the mobile platform. 
Through dedicated loyalty apps, or hybrid loyalty/
ecommerce apps, retailers can earn a permanent 
presence in shoppers’ “digital space.” In most cases, 
there is no reason to separate storefront and loyalty 
apps, since rewards are meant to be earned or 
redeemed regularly. As such, many loyalty apps are 
becoming ecommerce apps, and vice versa. This is 
quite remarkable as it highlights how extensively loyalty 
programs have penetrated into the public image of 
retail, and into retailers’ revenue strategies.

If there’s one constant in the retail industry, 
it’s change… and doing retail successfully 
means understanding the nuanced, 
sometimes-sudden changes in consumer 
behavior, and using data insights for 
business intelligence. Loyalty programs 
– despite their historical reputation as 
simple customer retention tools – can be 
instrumental to this purpose. Because of 
their popularity among retail shoppers, 
loyalty programs can keep a finger on 
the pulse of customer behavior, and 
help retailers understand the market, 
improve strategy and find new revenue 
opportunities. Here are a few areas where 
loyalty programs are helping retailers 
change with the times.
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The premier example of loyalty as a central hub might be the Starbucks Rewards 
programs, which does double-duty as a loyalty app and mobile wallet, so every 
purchase (at any location) is tied to rewards and mobile offers. The key: Data is 
collected on every purchase, since customers are paying directly through the 
Starbucks app. This is an ingenious strategy by Starbucks to unite an international 
brand around a personalized rewards program, adding the convenience of 
mobile payments, right on the customer’s smartphone. Another coffee brand (illy) 
has used its digital rewards program to drive product trial and discovery, such 
as different types of coffee or different lines of their coffeemakers. Both brands 
understand that digital rewards, offers and content must be front and center in 
order to retain and engage customers.

REWARDING INFLUENCERS

Retail shoppers are diverse in both their preferences and behaviors, and rewards 
programs can help get them involved with promoting the brand, in their own 
unique ways.  “Influencers” are people who are knowledgeable or enthusiastic 
about a category or brand, or who have massive social reach with a specific 
audience. Influencers can be individuals, such as bloggers, but also communities 
such as Pittsburgh Steelers fans (“Steelers Nation”). Through digital loyalty 
programs that reward for desired social behaviors (retweeting, for example), 
brands are investing in influential followers and earning credibility in their 
communities.

With Taco Bell Explore, for example, the popular fast-food brand “rewards you 
for being you.” Is there a Taco Bell fan who could refuse that offer? Explore 
allows users to earn puzzle pieces, solve puzzles and unlock rewards. The app 
also sets “tasks” such as users posting about their daily lives to earn rewards, 
generating valuable customer data far beyond purchases and restaurant visits. 
This data, along with data on diners’ purchasing habits, helps create a single 
customer view and makes it easier to identify (and reward) influencers. They are 
“evangelists” for the brand and should be rewarded for their efforts. The return 
on loyalty investment for retailers will come in the form of broader reach, greater 
engagement and ultimately revenue. 

A MORE ACCURATE CUSTOMER VIEW

Loyalty programs are an accurate barometer for the retail sector in general as 
they are built for direct contact with customers. Program managers can drill 
down and see what customers are buying and how their purchasing habits 
have changed, recently and over time. When customers shop and visit more, 
the program rewards them, and that becomes a powerful incentive to keep 
shopping. Retailers with loyalty programs can also track long-term changes 
in shopper behavior, and use those insights plan revenue growth. There is no 
magic formula for retail loyalty because customers are always growing and 
changing – pushing retailers to stay one step ahead of the business plan. 
Loyalty programs help retailers change with the times, and stay relevant with 
every new generation of shoppers.

To learn more about 
our perspective 
on the relationship 
between loyalty and 
retail brands, read our 
article here.
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Merkle is a leading data-driven, technology-enabled, global performance marketing agency that 
specializes in the delivery of unique, personalized customer experiences across platforms and 
devices.  For more than 25 years, Fortune 1000 companies and leading nonprofit organizations 

have partnered with Merkle to maximize the value of their customer portfolios. The agency’s 
heritage in data, technology, and analytics forms the foundation for its unmatched skills 

in understanding consumer insights that drive people-based marketing strategies. When 
combined with its strength in performance creative and media, Merkle creates customer 

experiences that drive improved marketing results and shareholder value. M1, Merkle’s end-to-
end, people-based insights, planning, and activation platform, enables clients to target known 

individuals and reach them across media and channels, throughout the customer life cycle. With 
4,400 employees, Merkle is headquartered in Columbia, Maryland, with 16 additional offices in 
the US and 11 offices in Europe and Asia. In 2016, the agency joined the Dentsu Aegis Network. 

For more information, contact Merkle at 1-877-9-Merkle or visit www.merkleinc.com.
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