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Next Generation
Loyalty

Membership in U.S. loyalty programs has increased to more than 2.6 billion participants, 
indicating consumers’ willingness to share their information with brands in exchange for 
benefits and a great opportunity for brands to create deep, meaningful relationships with 
customers. However, while the average American is a member of 13.4 loyalty programs, 
she is active in just 6.7% of them. Why are active memberships declining? Most brands are 
still stuck in Loyalty 1.0, and it’s time to come into the future. 

Many of the QSR loyalty programs available to consumers today are undifferentiated and 
fail to deliver tangible benefits, which causes members to disengage and deprioritize the 
programs that are the least relevant and valuable. If everyone receives the same incentive 
and gets the same reward, that's not special. That's transactional.

In contrast, Next Generation Loyalty, or Loyalty.X, drives cross-channel engagement, 
rather than just transactions. The top loyalty programs have the power to transform busi-
nesses by building relationships at every step in the customer journey; increasing reten-
tion and reducing churn; establishing a customer database; boosting cross-sell, upsell 
and RFM; incentivizing product trial and acquisition; boosting share of wallet and 
differentiat-ing the brand; expanding reach of marketing; and last but not least, yielding 
tremendous consumer, business, product, and marketing insight. 

Achieving these outcomes cannot be accomplished without a best-in-class customer 
engagement platform. In evaluating such platforms, all QSRs should start by identifying a 
solution that is customized and scalable; customer-centric; mobile-first; omni-channel 
and data-rich; and enables real-time personalized engagement. 



The majority of fast casual/QSR loyalty programs fall within the “Currency” 
format, where earned points are rewarded with product and perks. The 
best currency-based programs take it one step further by fostering an 
emotional connection with the brand, making these programs hard to 
replicate. 

There are four trends that stand out among the best fast 
casual/QSR loyalty programs: 

Leveraging
Trends

1  Earn through visits and gamification

2  Reward with product

3  Mobile or online ordering

4  Members-only promotions and experiences



Most loyalty programs reward their customers only for the amount of money they 
spend, which makes sense, but lacks originality. Brands need originality and creativity 
to stand out from the competition. In order to encourage more than just transactional 
behavior, brands must create additional opportunities for consumers to earn 
rewards, while maintaining focus and alignment on their business goals. Taco Bell has 
incorporated gamification and social integration into their loyalty strategy with great 
success. 

With Taco Bell’s Explore game, which is part of their mobile app, users are rewarded 
not only for their patronage, but also for sharing what they’ve dubbed as “Live Mas” 
experiences on Facebook, Twitter, and Instagram. Many of these experiences are 
unrelated to Taco Bell. As Taco Bell’s VP of Digital Innovation and On Demand, Tressie 
Liberman told AdAge, “We’re not rewarding people for talking about Taco Bell, tweeting 
Taco Bell [or] using #livemas. We are actually just rewarding people for living their lives.”

Users can unlock puzzle pieces when they share photos on social channels or order 
using the app. Consumers get a free Freeze drink if they complete the first puzzle, and 
other unique rewards for completing additional puzzles.

When it comes to the effectiveness of loyalty programs that incorporate gamification or 
social sharing, the proof is in the numbers. As a report by Colloquy revealed, “Programs 
that reward for Instagram follows have an average redemption rate that is 7.76% higher 
than the average across all stores. The redemption rate for programs that reward for 
a Facebook like are 12.26% higher, and programs that reward for a Twitter follow are 
16.39% higher.” 

1 Earn through visits and 
gamification

https://www.colloquy.com/loyalty-strategies/they-ve-earned-points-do-the-use-em/?returnTo=%2Floyalty-strategies%2F%3Foffset%3D8%26scrollTo%3Dthey-ve-earned-points-do-the-use-em


2 Reward 
with product

Panera’s MyPanera loyalty program takes a “surprise and delight” approach to rewards. 
New members receive their first reward immediately upon signing up in-store (don’t forget 
the power of instant gratification). From there, Panera keeps tabs on the types of items 
customers order to surprise them with free food items based on their preferences. 

Rewarding customers with more of your product, for free, is a great way to introduce new 
items they may not have tried and may now choose to purchase in the future. 



Starbucks is known around the world for their My Starbucks Rewards program, lauded 
as one of the best mobile experiences. The global coffee chain has earned this praise not 
just because their loyalty program integrates with mobile; they’re successful because that 
mobile experience is simple, easy to use, and creates convenience for customers. 

With their mobile order feature, Starbucks already has your most frequent order queued 
up in the app, and by connecting your Starbucks card to the app as well, all you have to do 
is click a button and voila--your drink will be waiting at the nearest Starbucks location in a 
matter of minutes. 

According to Pizza Marketplace, consumers who order on their smartphones spend 
incrementally more than those consumers who place their orders in the store. This recent 
finding points to the unique advantage mobile gives QSRs to influence consumer behavior.

3
Earn through visits and 
gamificationMobile and
Online Ordering

https://www.pizzamarketplace.com/articles/for-the-love-of-loyalty-how-mobile-drives-customer-engagement-2/


Loyalty programs are not just for brands selling lower cost items; they’re also an effective way 
to drive more revenue from customers of high consideration products. Take Harley Davidson 
for example. People aren’t exactly going out and buying motorcycles everyday, or even 
multiple times a year, but the brand has a die-hard customer base. Harley Davidson harnesses 
the power of their devotees to spread the good word through their Harley Owners Group 
(H.O.G). This program is focused on encouraging advocacy and building a community, which 
results in higher lifetime value. Don’t take our word for it though: H.O.G members typically 
spend 30% more than other Harley owners (Clifton, Rita; Simmons, John; Ahmad, Sameena 
(2004), Brands and branding; The economist series (2nd ed.), Bloomberg Press). 

H.O.G. offers three levels of membership -- associate memberships for $29 per year are for 
passengers or family members of active full time members that offer benefits like a H.O.G. 
card, pin, jacket patch, and access to events and local chapters. Full memberships are $49 a 
year and offer benefits like roadside assistance, access to exclusive H.O.G. events, issues of 
the HOG magazine, and more. This program is all about deepening the emotional connection 
Harley customers have to the brand. This type of program would not work for every company, 
as having a strong brand is a prerequisite for success. However, a program like H.O.G. is also 
difficult to replicate because of how focused it is on the the needs and desires of Harley 
evangelists. Whether your brand sells frequently purchased items or high consideration 
goods, your loyalty program should be designed around your customers’ lifestyle and your 
brand's specific business goals.4 Members-only

promotions and experiences
One of the primary reasons consumers are willing to give up their personal 
information to join a loyalty program in the first place is the prospect of receiving 
special treatment and perks that would otherwise not be available to them. The 
most successful QSR loyalty programs are taking exclusive promotions to the next 
level by offering experiences to their devoted customers that no other brand can 
replicate. 

By participating in Taco Bell’s Live Mas program, consumers also have the chance 
to score one-of-kind prizes. For example, by completing additional puzzles (as 
mentioned above) users are eligible to receive rewards like a reserved booth at a 
Taco Bell restaurant, or a trip to Taco Bell’s California headquarters. 



The running theme among all of these loyalty strategies is the importance of understanding 
your customers’ interests and lifestyles. Nailing that lifestyle piece often means going 
beyond your customers’ interactions with your brand in a vacuum, and thinking about those 
interactions with more context. You may realize there are needs to be filled; ways to improve 
your customers’ lives that your brand alone can’t facilitate. Enter partners. Collaborating 
with another business to provide added value to loyalty program members is beneficial 
for all parties involved. Teaming up with a partner to add value, visibility, and additional 
touchpoints to the H.O.G. Program is another way in which Harley Davidson has excelled. 

H.O.G also offers a sub-program in partnership with Best Western Hotels called the Best
Western Ride Rewards Program. The partnership came about as Harley and Best Western
recognize that H.O.G members are likely to go on weekend or longer trips to attend bike
rallies or other events; excursions that require lodging, according to Colloquy. The three-
tiered program is designed specifically for motorcycle riders with exclusive benefits for
H.O.G. members. Perks include features like bike washing stations, bottled water for riders
upon arrival, and 10+% off on room rates. Members have the option to redeem points for 
shopping, dining or entertainment, or they may choose to earn air miles instead of points. 
Members can also choose to use their Ride points to pay for their H.O.G memberships. With 
more than 130,000 Ride Rewards members and an annual growth rate of more than 10%, 
this partnership has been a success because it solves a need for customers, improving the 
brand experience as a result. 

What QSRs Need in a 
Loyalty Marketing 
Solution

https://www.colloquy.com/loyalty-strategies/road-hogs-how-harley-davidson-and-best-western-maximize-membership/


QSRs have siloed databases across systems producing “multiple single views” of the 
customer or a single historical view of the customer that is non-operational. The 
customer experience of many QSRs is missing recognition in real time, which means 
that members of their rewards programs have to wait several weeks for recognition 
instead of receiving rewards at the point of sale. This is especially problematic in the 
QSR space where frequency is measured in weekly visits-- daily for the super-heavy-
users. 

A customer engagement platform vendor should be able to give QSRs the ability to 
marry multiple profiles to create a single profile that delivers consistent, 
personalized experiences in real time. Think about it: QSRs are entirely predicated on 
delivering immediate gratification in terms of product and service. That expectation 
carries over into marketing perks and rewards too.

Single View 
of the Customer 

Personalized, 
Closed Loop Offers

No two customers are the same. Their brand experience shouldn’t be either. 

86% of consumers say personalization plays a role in their purchasing decisions. 
Companies marketing to the masses and generalizing outreach are missing the 
opportunity to build lasting, individual relationships with customers. 

QSRs are always striving for more. More traffic, enhanced customer experiences, 
targeted marketing, more sales, etc. It’s never ending. It’s important that your customer 
engagement vendor allows you to drive outcomes on a location by location, customer 
by customer basis. Quickly and easily. From a consolidated platform, QSRs should have 
the ability to set up offers, automate their delivery, accept them at point of sale and 
update each customer’s individual profile, replacing spray and pray discounting with 
laser-focused customer engagement. For example, if a store has weak afternoon traffic, 
drive morning customers back in with a targeted afternoon offer that you can deliver in-
app, by push, or via email. That’s just the beginning though.

https://www.infosys.com/newsroom/press-releases/Documents/genome-research-report.pdf


By feeding POS data back to the customer’s profile, analyzing customer preferences 
and correlating relationships between products purchased and other items within the 
product catalog, machine learning algorithms can predict product preference ratings 
for each customer. These customers can then be segmented and combined with other 
user-specific information such as activity and message engagement to populate the 
“next best offer” to deliver a unique customer journey.

Determining the next best offer and crafting personalized offers for users go hand-in-
hand, and can be thought of as arising from the same methodology. Leverage a user’s 
purchase history and the purchase history of similar users to generate a list of ranked 
products he/she is most likely to have a preference for. Compare how similar users 
are to each other and how similar products are to each other. A “next best offer,” then, 
might simply be some pairing of products, where one item is something that the user 
purchases often, and the other is a product that the user has yet to purchase but is 
ranked highly on his/her list and also correlates highly with the first product. 

By tracking offers and user responses to those offers over time, QSRs can learn not 
just what products each user has an affinity for, but also what time of day each user 
is most likely to engage with an offer, and what type of message/offer delivery works 
best for each user. Personalization then, aside from simply constructing the next best 
offer, can also roll timing and delivery methods into the same bundle as products--the 
goal being a hyper-personalized experience for each user. 

Real-time,
Mobile Focused
Most QSRs are limited to marketing around static, pre-determined events. With a 
customer engagement platform, retailers have the ability to engage consumers 
dynamically on a one-to-one basis. Personalization can reduce acquisition costs by 
as much as 50%, lift revenues by 5-15%, and increase the efficiency of marketing 
spend by 10-30% (McKinsey). 

The customer journey isn’t linear, so the way you 
engage them shouldn’t be either.

http://www.mckinsey.com/business-functions/digital-mckinsey/our-insights/marketings-holy-grail-digital-personalization-at-scale#0


Can you you trigger an 
engagement based on 
purchase?

QSRs with legacy technology are forced to build promotions on list-based architecture 
that requires several weeks to prepare an individual offer. QSRs have to query a CRM 
database to create segmentation lists and then send batch files to various internal and 
external systems, which can take days or even weeks.

Instead, with a customer engagement platform QSRs should be able to automate real-
time segmentation that changes with every customer event and syncs in real time 
with other systems to trigger campaigns. QSRs can ingest thousands of point of sale 
transactions per second, evaluate each transaction based on preconfigured rules, and 
determine within milliseconds if the consumer is eligible for an offer, reducing lead-
time to set up a promotion, test, and launch from 5-9 weeks to real time.

Can you trigger an 
engagement based on 
geo-location?
Effective loyalty marketing hinges on delivering the perfect engagement, in the 
perfect channel at the perfect time. Can you seize the moment when it really matters? 
For example, when a customer enters a store, send an ultra-personalized message to 
the user’s phone. Maybe it’s a push notification reminding them to redeem a reward 
by placing a mobile order. The user then makes a mobile order and pays for the 
purchase while at the store.



Services
A customer engagement platform offers a great deal of value to QSRs, but it’s 
important to consider whether your team has the bandwidth to manage the work 
involved in running a successful loyalty and customer engagement program. Just as 
important as evaluating the technological features of a platform is considering how 
the vendor can alleviate some of the burden of work involved in managing a loyalty 
program. Partnering with a vendor that offers a services component is a great way for 
QSRs with smaller teams to reap the benefits of a customer engagement platform 
that they might not otherwise be able to. 

ROI Modeling
Revamping your loyalty program and purchasing a new platform is a significant 
financial investment for most restaurants chains. ROI modeling helps to quantify 
the potential value of a loyalty program based on current inputs and structuring. 
It also highlights the drivers of value creation within a program, such as increased 
engagement, which results in high purchase frequency. 

With basic business metric inputs, you should be able to obtain ROI scenarios based 
on potential program structures including revenue, gross margin, transactions per 
year, average transaction size, number of customers, customer growth rate, annual 
retention, average customer lifespan, customer segmentation, and any other relevant 
growth rates. 

Once developed, an ROI model can be utilized as a living instrument for measuring 
program performance, and more specifically, track key drivers of value creation on an 
ongoing basis, and update inputs and replace assumptions as program data comes. 

It’s also important to consider the limitations of ROI modeling and the variables you 
won’t be able to predict. ROI modeling won’t give you a specific break-even point or 
monetary impact figure within a given time period or take into consideration future 
macro and company-level, like if the brand decides to shift the strategic focus.



Conclusion

The marketing paradigm is changing (and so have consumer demands). Loyalty 1.0 
is out. Loyalty 3.0 is in. Faced with the mandate (or maybe your organization is not 
quite there yet) to enter the next generation of loyalty and customer engagement, 
QSRs have a lot of choice when it comes to technology. One of the key things to 
keep in mind is that the teams that have been most successful making the transition 
to the new generation have not deployed tech just for the sake it, but rather, they 
have deployed tech to drive business goals. Find a solution that is an attractive sell to 
franchisees--one that is economical, quick to deploy, offers a transparent, immediate 
path to positive ROI, and can be managed on a location-based model; a solution 
that will allow for a unified view of your customers across locations, channels, and 
databases and will lay the foundation for omnichannel personalization and online & 
offline customer engagement.

Identifying the Right Solution for Your Brand



ABOUT 
SESSIONM

SessionM’s technology allows you to deliver one-to-
one, real-time engagement and loyalty at scale. 
Built on a real-time, mobile-first architecture, our 
platform gathers first-party data about your users to 
build a database of dynamic profiles about your key 
in-app events and behaviors.  By applying our 
real-time rules engine solution against these events 
and behaviors, you can trigger personalized user 
engagement at the moments of impact. Using those 
behaviors, you can define key milestones to reward 
customers and unlock new program features, 
keeping their engagement for the long-term and 
expanding their loyalty.

For more information on SessionM, visit www. 
sessionm.com

http://www.sessionm.com
http://www.sessionm.com



