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Loyalty programs  should prove their value to shoppers . Image credit: Neiman Marcus

 
By SARAH JONES

Consumers' interest in signing up for loyalty programs has waned in the past few years, as privacy concerns and a
lower perceived value for membership make them hesitant to enroll.

A new report from CFI and Radial finds that to make a loyalty program worth their while, shoppers want perks such
as exclusive promotions and expedited delivery. In an increasingly competitive retail environment, loyalty members
are a significant force, driving more value through word-of-mouth recommendations and more frequent purchases.

"Retailers understand that they need to offer meaningful options to meet their customers' needs," said Carey Stoker,
senior vice president, customer care services at Radial. "Faster delivery and flexible returns are important, but
equally important, if not more so, is  equipping customer care agents with the ability to immediately recognize the
customer as a loyalty member and provide personalized service for that customer.

"A personalized experience not only enhances loyalty but drives additional revenue for retailers," he said.

Attracting members
Loyalty members are highly valuable to retailers. These shoppers are 12 percent more satisfied than other
consumers, and highly satisfied customers tend to spend more.

Thirty-seven percent of those with high satisfaction scores make 10 or more purchases a year, compared to 22
percent of all consumers. Additionally, 42 percent of satisfied shoppers spend $500 or more annually, with just 25
percent of all consumers reaching that threshold.

There is also a correlation between high spenders and loyalty enrollees. Seven in 10 of those who spend $500 a year
in online retail say they sign up for rewards programs, while only 55 percent of others enroll.

Even though high spenders are often loyalty members, this group is equally satisfied with retailers as those who
spend less, with both groups giving an average score of 69 out of 100.

Creating happy customers is important, as they are 13 percent more apt to recommend a retailer to their network.
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Despite the importance of loyalty programs, consumer interest in enrollment has declined.

In 2016 and 2017, between 83 and 84 percent of consumers said they typically signed up for loyalty programs. In
2018 this population had dropped to 58 percent, and this year it rose slightly to 62 percent.

One factor behind the drop in loyalty program enrollment is a desire for privacy, a concern for 30 percent of
consumers who say they do not typically sign up for rewards programs. About a quarter are worried that sharing their
personal data might open them up to identity theft.

Consumers' worries about identity theft can be a deterrent for signing up to loyalty programs. Image credit: Lord &
Taylor

A significant reason why consumers do not enroll in loyalty programs is a perspective that being a member is not
worthwhile, a sentiment shared by 39 percent of those who do not sign up.

One of the biggest ways to convince consumers to join a loyalty program is by offering valuable services. Seventy-
nine percent want promotions such as special offers and discounts.

Sixty-three percent also say they could be swayed to join a loyalty program if they could receive faster delivery.

In addition to shipping, customers who are enrolled in loyalty programs have higher expectations when it comes to
returns. Retailers that offer multiple return options will be more successful at getting loyalty customers to return.

For 41 percent of high spenders, the offer of better customer service is enticing. Six in 10 loyalty members expect the
customer service representatives to recognize them.

Value seekers
As the retail revolution carries on and convenience trumps all, consumers are missing out on experiences they
crave.

According to recent research, 55 percent of shoppers say that one bad experience will turn them off to a retailer or a
brand, and 29 percent say that shopping is no longer fun. Per a survey from Klarna, 36 percent of consumers today
feel that while convenience has grown, experience has been lost (see story).

Beyond retail, value is a driver of loyalty in other categories.

Word of mouth can have a considerable impact on travelers' loyalty to hospitality brands, since even repeat
customers can be swayed away after reading a negative review.

According to a report from Yes Marketing, consumers are seeking value for their money first and foremost as they
make booking decisions. Marketing amenities and perks and providing exclusive membership benefits can help
customers feel rewarded and retain their loyalty (see story).
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