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Consumers  across  different age groups  want different things  from their loyalty programs . Image credit: Lancome

 
By SARAH RAMIREZ

Loyalty program members are more drawn to program experience rather than end rewards, reflecting the overall
shift of consumers favoring unique services instead of material objects.

According to Bond Brand Loyalty's 9th Annual Loyalty Report, rewards only account for a quarter of loyalty member
satisfaction. Nordstrom's Nordy Club and Hilton Worldwide's Hilton Honors are among top loyalty programs based
on overall member satisfaction.

"Many brands are still focused on the myopic points versus the moments that matter most along the entire member
journey," said Sean Claessen, executive vice president of strategy at Bond Brand Loyalty. "Essentially, for younger
consumers, it's  all about the experience."

Bond Brand Loyalty examined more than 900 loyalty programs across sectors and surveyed more than 50,000 U.S.
consumers for its report.

Program expectations
Consumer enrollment in loyalty programs is on the rise.

According to a report from CrowdTwist, consumers who have incomes greater than $100,000 are more likely than
average to seek discounts through loyalty programs. They are also more apt to quit a program if they feel they are not
getting relevant rewards (see story).
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The Nordy Club launched in 2018. Image credit: Nordstrom

More than half of brands, 56 percent, use aspects of game mechanics in their loyalty programs, including goal
setting, countdowns and virtual rewards. Eight in 10 members use these features when available, and are twice as
likely to enjoy participating in the program.

As consumers share more personal data with brands and loyalty programs, their expectations for personalization
increase.

Only 20 percent of members are satisfied with the level of personalization from participating loyalty programs.

By improving personalization, brands can be rewarded with more satisfied loyalty members and higher rates of
spending and engagement. Consumers are six times happier with brands that successfully personalize their loyalty
programs.

Personalization is particularly important for millennial and Generation Z consumers. Fifty-nine percent are
comfortable with programs using their information for authentic, purposeful and meaningful loyalty experiences.

Millennial and Generation Z consumers are the demographics most likely to be highly influenced by loyalty
programs, at a respective 71 and 65 percent.

Younger consumers have different expectations for loyalty programs. Image credit: Resonance

While many loyalty programs are free to join, more than half of younger consumers are also interested in paying a
fee to receive enhanced benefits, compared to 43 percent of all U.S. consumers across age groups.

"As loyalty natives, they are also highly influenced by programs so paying a fee is not a surprise for a group that is
seeking more tailored and relevant experiences," Mr. Claessen said.

Loyalty leaders
Consumers with higher incomes are more apt to be part of a loyalty program than their peers, pointing to the
potential benefit of these membership clubs for luxury brands.

Last year, Nordstrom revamped its loyalty program to include additional personalization and more convenient ways
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to shop.

All Nordy Club members receive early access to brand and product launches, attendance to beauty and style
workshops and free basic alterations. The benefits are not limited to cardholders, making it more appealing to
younger shoppers who tend to eschew credit cards (see story).

As third-party booking Web sites such as Expedia continue to disrupt the travel industry, hospitality brands are
reinforcing the value of direct booking and long-term relationships and updating their loyalty programs.

Waldorf Astoria parent company Hilton Worldwide recently recruited actress Anna Kendrick to star in a new series
of advertisements touting the hospitality group's revamped rewards program (see story). Hotel group Marriott
International recently launched Bonvoy, a loyalty program that covers 30 hotel brands, including what was once
Marriott Rewards, the Ritz-Carlton Rewards and Starwood Preferred Guest (see story).

While not geared exclusively towards affluents, Amazon's Prime membership remains the standard for loyalty
programs. It is  also an example of a program that requires an annual membership fee.

Amazon's annual Prime Day, which has deals reserved solely for Prime members, generates billions of dollars in
sales for the online marketplace. During the sales event, Prime-enrolled shoppers can find the best value on the
retailer's own products, as well as private labels in various categories (see story).

"Loyalty programs are a very important component of the marketing mix, and for most brands comprise a key part of
a consumer's relationship with the brand," Bond Brand Loyalty's Mr. Claessen said. "What drives member
satisfaction with a program and engagement with brand relates to the experience, and this is especially true for
luxury brands.

"Loyalty, when properly designed and effectively operated, provides brands with a means of identifying and
understanding customers, such that the experience delivered to members not only embodies the virtues of the
brand, but also delights members and authentically meets their needs," he said.
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