
Uncovering human insights on how brands tailor 
their approach to loyalty programs by rewarding 
incremental behaviors that drive revenue.
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LOYALTY.
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3.3 billion

71%

Membership in U.S. loyalty programs has increased 

by 15% since 2015, indicating consumers’ 

willingness to share their information with brands 

in exchange for benefits. This also creates a great 

opportunity for brands to build deep, meaningful 

relationships with customers.

Of consumers now claim that loyalty incentive-

programs don’t make them loyal at all, according 

to Harvard Business Review.

THE  
PROBLEM 
WITH
LOYALTY  
TODAY
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Brands have trained customers to wait for big 

sales weekends. A discount-centric approach to 

loyalty not only incentivizes the wrong behavior 

(and cannibalizes revenues), but also fails to 

deepen customer relationships.

We surveyed 1,000 Americans ranging in age 

from 18 to 60 on what makes them loyal to a 

brand.

The survey revealed that 59% are likely to wait 

on a purchase until they are given a special offer 

or discount, and 83% said that they would leave 

a brand if a competitor offered more generous 

rewards points.

These programs teach customers to always be 

on the lookout for the next discount.

Consumers are fickle and 
discount-based rewards programs 
don’t actually create loyalty.

83%
Would leave a brand if a 
competitor offered more 
generous reward points

59%
Are likely to wait on a 

purchase purchase until 
they are given a special 

offer or discount

The Proof is in the Numbers.



In order to understand how people will respond to a rewards 
program, we need to first understand what really motivates 
them to spend money.



In 1954, James Olds and Peter Milner conducted an 

experiment to explore the psychological basis of 

rewards. They found that it’s not actually the rewards 

that motivate action, but rather it’s the anticipation of 

a reward, or the stress of desire that catalyzes action. 

This is a reason that brands need to focus their efforts 

on variable ratio incentives, as opposed to fixed ratio 

incentives.

As Incentive Mag explains, the problem with  

fixed ratio incentives is that people come to expect 

them, so there’s less excitement associated with        

the enforcement. 

In contrast, a variable ratio incentive is based on the 

premise that the reward is not announced and less 

predictable to those who receive it, which creates 

more surprise. One of the major benefits of this 

reinforcement system is that the behaviors are less 

likely to extinguish if and when the reinforcement  

goes away. 
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RETHINKING
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Brands need to reframe the way they think about loyalty.

 LOYALTY  



WE CALL THE NEXT GENERATION 
OF LOYALTY: LOYALTY.X

As a brand, you need to stop asking how 

to create loyalty among customers, and 

start thinking about how you can show 

your loyalty to them. Loyalty is no longer 

about delivering discounts and rewards for 

purchases. That’s Loyalty 1.0. 

Loyalty.X is about delivering finely-tuned 

and completely personalized experiences 

(X) to individual consumers at the optimal

time, through the optimal channelLoyalty

is as an outcome of great personalization.

Loyalty programs are often the conduit to

direct consumer relationships and represent

a treasure trove of first-party data that fuels

better personalization. Historically, loyalty

programs were built with the sole objective 

of reducing customer churn and blindly  

rewarding “loyalty”. 

It’s no longer enough to simply reward 

customers for not leaving. Brand must 

optimize value across the customer 

lifecycle. 

Old-school loyalty programs were often 

designed to reward existing or passive 

customer behaviors. Next-gen loyalty 

programs are focused on driving incre-

mental spend and value by motivating 

more frequent purchases and high value 

behaviors that may lead to greater lifetime 

value. Many brands are now recognizing 

consumers for their social advocacy,  

digital engagement and feedback.

Modern programs need to incorporate 

a core value proposition including hard 

benefits (discounts), soft benefits 

(personalized experiences) and utility, 

as well as a broad mix of engagement 

motivators that offer targeted value to 

your consumers. Consumers typically join 

for rational benefits like discounts but they 

stay for the emotional benefits that a 

program offers. 

06



What makes customers happy

What makes customers feel valued

What makes customers come back

What makes customers loyal

What makes customers loyal to a brand



ETHICS & TRANSPARENCY

Our survey found that a company’s ethics 

and transparency, as well as alignment with 

personal values were the most important 

factors for customers when purchasing 

from a brand.  

 

Ethics and transparency are largely tied 

to how explicit brands are in their values. 

For example: the results of a study by HBR 

assessing what draws customers to certain 

brands, found that Chick-fil-A, known for 

being socially conservative, and Ben & 

Jerry’s, know for being more liberal, both 

made the top 20 companies customers say 

are the most authentic.  

Both are overt about their values and actively 

pursue them in their employment practices, 

corporate culture, and public stances.
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Both are overt about their values 
and actively pursue them in their 
employment practices, corporate 

culture, and public stances. 

“”



People value ease of use most, even over savings. 

There are a number of ways that brands can make 

the checkout process easier in order to provide a 

better, more enjoyable customer experience. 

The quick service restaurant industry, for examples, 

has made the ability to get food as fast as possible 

is the entire value proposition. In order to meet this 

demand, QSRs need to give customers the ability to 

order and pay for their favorite meal in advance so 

they can skip the line, grab their food and go.

Want brands to make it easy 
to make purchases returns

Want brands to offer 
discounts and deals 

EASE OF USE OVER REWARDS

57%

36%
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After a negative experience on a company’s website or 

app 38% of respondents said they delete the app or stop 

visiting the website; and 24% stop purchasing from that 

company altogether. Customer service issues aren’t just 

a “bad look” for brands — they can have  a significant 

financial impact as well. 

Forrester revealed that channel switching (i.e. calling 

customer service when online support fails to provide 

helpful answers) costs companies $22 million a year. The 

report also revealed that nearly half of U.S. adults making 

purchases online will abandon their shopping cart if they 

can’t find a quick answer to their questions.

Delete the app or stop 
visiting the website

Stop purchasing from that 
company altogether

IT’S HARD TO BOUNCE BACK 
FROM A BAD EXPERIENCE

38%

24%
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Forrester revealed that customers feel most valued by a 

brand they purchase from when they are given priority 

customer support, and when the company responds to 

and takes action from their feedback. 

When customers have a problem they want to be 

heard and acknowledged fast, regardless of the result. 

According to a survey by Nielsen-Mckinsey, 33% of 

consumers would recommend a brand that provides 

a quick but ineffective response, while only 17% of 

consumers would recommend a brand that provides a 

slow but effective solution. 

Would recommend a brand 
that provides a quick but 
ineffective response

Would recommend a 
brand that provides a 
slow but effective solution 

FEEL IMPORTANT & ACKNOWLEDGED

17%

33%
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The typical enterprise has multiple systems 

doing specific jobs, producing data in silos, 

representing partial views of the customer. 

Eventually data from each system makes its 

way into a central data warehouse where 

it’s organized into a “360-degree view of 

the customer”. The challenge is that those 

customer profiles are not operational 

across the organization . 

In order to take action against customer 

data, you have to endure a manual 

process of querying the database, 

generating a list, and then trafficking 

that list via batch file to different 

messaging platforms. Best case, this 

process can take days but it can also 

take weeks within larger organizations. 

By the time your campaign goes live, 

the list is out of date. This latency and 

the resulting gap between insight and 

action means missed opportunities to 

upsell, cross-sell, or delight customers 

during moments that matter. 

Many brands are still sending mass, generic 

campaigns and offers with little insight 

into who is engaging with content or 

redeeming offers. For example, point of 

sale systems collect valuable purchase 

information from customers for each 

transaction — but if that data is trapped in 

a silo and not associated with a specific 

customer, it is difficult to gain any insight. 

By unifying point of sale transactional data 

with customer information, marketers have 

a more holistic view into customer activity 

and can begin to more deeply segment and 

target customers. By combining customer 

data management with loyalty automation 

and engagement capabilities, brands can 

deliver unique customer offers or discounts 

to their best customers, immediately after 

an action is taken.

Data Silos
& Bottlenecks

Massive Gap Between  
Insight and Action

Gaps in Data and Closed 
Loop Reporting 
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WHAT’S HOLDING ORGANIZATIONS BACK?
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79%
If you’re not meeting these expectations, you’re losing 

customers. 50% of consumers are likely to switch 

brands if a company doesn’t anticipate their needs, 

and 79% will take their business to a competitor within 

a week of a bad experience.

It’s time to double down on engaging and retaining 

existing customers. A recent CapGemini study 

shows that a fully engaged customer delivers a 23% 

premium over the average customer in share of 

wallet, profitability and revenue. And according to a 

Bain and Company Report, improving your customer 

retention rate by as little as 5% can result in a profit 

increase of anywhere from 25 to 95%.Of consumers are 
likely to switch brands 
if a company doesn’t 
anticipate their needs

of consumers are 
likely to switch brands 
if a company doesn’t 
anticipate their needs

Premium over the average 
customer in share of 
wallet, profitability and 
revenue.

50% 23%
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IN ORDER TO WORK TOMORROW, 
MARKETERS NEED TO TAKE ACTION NOW



Moving forward, there are few core technology components that you 
need to have under the hood in order to deliver on the promise of 
personalization and individualized loyalty. 

RESOURCES REQUIRED

AN INVESTMENT 
IN TECHNOLOGY



Marketers need a platform that integrates data from 

any source — transaction data, engagement data, 

location data — and streams those customer events 

into the platform in real time. The platform then unifies 

and enriches the data, and makes this enriched profile 

instantly accessible to any other system. This gives 

marketers the ability to react to consumers in multiple 

channels with the most recent and complete perspective 

of who they are and what they need.

First 
A real-time operational profile. 

Once you have the customer profile, you have context on 

who they are, and you’re able to see what they’re doing in 

real time, those actions will be run through a rules engine, 

and the platform will decision on what to do with consumer.

Second 
A real-time rules and eligibility engine or a 
real-time decisioning engine.

• A person might create an account and which triggers a 

welcome offer via email. 

• A person might purchase a specific combination of SKUs 

over a specific period of time at a specific store and 

which results in them getting loyalty points. 

• A person might make their first mobile order and then 

walk into a store, pick that order up and leave the store, 

which results in a satisfaction survey sent through a push 

notification in their mobile app. 

For example: 
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It’s critical to apply to consistent messaging across  

channels. It’s no longer enough to send a one-off 

message on a single channel. Marketers must 

continually adapt to channels in which customers 

will respond, which varies by customer. As a result, 

brands need a platform with the ability to send cross-

channel communication via email, SMS, push and 

in-app messaging to take immediate action for the 

highest impact. 

   

Third,  
The ability to orchestrate cross-
channel campaigns.

This allows marketers to design and deliver single-

use, closed loop offers in order to create targeted 

promotions designed to motivate specific behaviors 

among your customers. They also need a loyalty suite 

to design and manage different types of point-based 

programs or status and tier-based programs.

Fourth,  
Management capabilities.
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SessionM is a customer engagement platform empower-

ing the world’s most innovative brands to forge stronger 

and more profitable customer relationships. The platform 

scales for the enterprise, globally.

SessionM is headquartered in Boston with offices 

globally. They are funded by General Atlantic, Salesforce 

Ventures, Charles River Ventures, Highland Capital, Kleiner 

Perkins Caufield & Byers, Causeway Media Partners and 

Commerce Ventures.

Hathway is a digital consultancy that helps brands improve 

their customer experience through omni-channel strategies, 

personalized websites and applications, and customer 

engagement programs. With deep experience in the retail 

and CPG category we deliver on consumer expectations

and drive measurable business outcomes. 

- Digital ecosystem consulting and technology  selection

- Custom ordering and loyalty applications / websites

- Creative services (UX/UI/Content Production)

- Systems integrations (SessionM, Salesforce, Acquia, Olo)

- Customer engagement and CRM managed serviceswww.sessionm.com

www.wearehathway.com

ABOUT US
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