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A significant trend from our 2020 POS/Customer Engagement 
Survey Report was around the need for retailers to create a more 
personalized experience for their customers.  
 
And one of the most effective ways to be able to create curated 
shopping experiences and establish a connection with your key 
customers is through the use of loyalty programs. In fact, our 
annual survey found that loyalty programs were noted as a top 
priority amongst retailers when it came to tailoring the shopping 
experience.  
 
Loyalty programs have been around in various forms since nearly 
the inception of retail, and with the recent rise in mobile commerce 
and digital wallets, consumer adoption is at an all-time high. There 
are several different flavors of implementation, all of which have 
different short- and long-term benefits which we discuss later in 
this paper. However, each implementation has clear and 
measurable benefits when implemented successfully.  
 

 
 

The big trend in customer identification lies in retailers’ future plans. Within three years, 59% of retailers plan to 
use loyalty programs and 78% plan to use mobile apps to identify customers in their stores. 
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“Loyalty programs are the best way for retailers to reward and connect with their most important customers -- the 
ones that have already engaged the brand.”            

    - John Eagles, Managing Partner, RCP 



              CHOOSING THE RIGHT LOYALTY PROGRAM | 3 

 
RCP provides comprehensive consulting for retail and restaurant companies including: strategy, selection and implementation services. 

 

Introduction 
 
Loyalty programs continue to grow in importance as the criticality of retailers building a relationship with their clients and sharing their values 
with consumers remains a key to successfully building a larger share of a consumer’s wallet and establishing a life-time value for a consumer.  
The foundation of a loyalty program is to be able to capture basics consumer information and being able to communicate with them.  As the 
importance of digital retail continues to intertwine itself in almost every retail transaction this foundational component of a loyalty program is 
almost table stakes. 
  
Do loyalty programs really work? Can a loyalty program influence a customer’s purchase behavior and get them to spend more money or come 
in more frequently? Can loyalty programs reduce my customers moving their business to a competitor? The answer to all three questions is yes, 
but as you can probably guess there is a caveat. 
 
Even if you execute flawlessly and implement the “perfect” loyalty program there are after launch disciplines you must keep your eye on.  
Loyalty is not a one-time promotion whereby you launch it today and it’s forgotten.  The program needs ongoing interaction and reshaping along 
the way.  Just as your brand starts to understand a customer’s purchase behavior and patterns, retailers must anticipate that the customer will 
continue to evolve. 
 
This remainder of this article starts by defining the components of a loyalty program and then applies the definition to today’s current 
environment for loyalty programs and outlines the key elements of successful program. 
 
Retailers have a vast array of loyalty program options and several factors should be considered when defining the loyalty program that’s right for 
your brand.   Loyalty programs are structured marketing strategies designed by retailers to encourage customers to continue to shop at or use 
the services of business with each program. These programs exist covering most types of commerce, each one having varying features, 
communication strategies, and rewards schemes.  There are a multitude of early decisions a retailer should consider before considering which 
loyalty program is right for them. 
 
Keep these questions top of mind when reviewing this guide.  
 

q Which program will best resonate with your customers to compel them to participate? 
q What type of loyalty program fits your customers expectation based on their relationship with your brand? 
q What kind of program can you best execute? 
q What customer communication mechanism will I need? 
q What program will help you achieve your company’s long term and short-term goals?  
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Defining a Loyalty Program 
 
A loyalty program is a marketing strategy designed to encourage customers to continue to shop at or use the services of a business associated 
with the program. Even beyond traditional retail, loyalty programs can be seen across the majority of commerce industries, including in banking, 
entertainment, hospitality, and travel.  Loyalty programs are often described as a form of centralized virtual currency since reward points can 
typically be exchanged into a good or service.  
 
The following graphic breaks down the key components of a traditional loyalty program.   
 

 
 
 
 

q Core Program of benefits and structure of program 

q Benefit Layers on top of the core program  

q Fee Structure for program participation 

q Loyalty Tiers associated with the program 

q Promotions associated with the program 

q Segmentation of customers to target 
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Core Program 
 
The chart to the right represents the most 
common core programs and how they are used.  
 
Action Steps:  Deliver value the way the 
customer wants it delivered. Use a customer 
benefit strategy to align and deliver value that is 
meaningful, timely and mutually beneficial to 
the customer and ultimately the company as 
well. 
 
Communication and Social Bonding:  Provide a 
way to capture customer purchase and 
communication history. Leverage this for 
shopping analytics and communication 
including improved marketing spend.  Offer 
wish lists, buy of the day, popup sale 
communications, and communication of social 
responsibilities.  
 
Benefits: By cultivating the customer 
relationship expect that there will be financial 
benefit for your efforts. This can be measured in 
growth, frequency of purchase, transaction size, 
profit per customer. Depending on your 
business goals, you may also want to measure 
customer satisfaction, retention, referrals, new 
member enrollment, active member 
participation and reward redemption. 
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Defining Layers 
 
Layers are additional member benefits that exist on top of the core program and can automatically run in conjunction with the core program.  
 
Birthday programs show thoughtfulness and appreciation. Customers receive a well-timed, personal invitation to visit. A birthday program can 
be set up with defined parameters (offer, expiration, etc.) and then set to run on an automated schedule without further intervention. 
 
In a membership program, customers typically purchase a membership card that entitles them to various benefits, such as bonus items, points, 
or discounts.  Membership programs work well to differentiate you brand by providing special treatment for “premier” guests. The prepaid fee 
can generate a faster ROI, but the cost may be a barrier to broad participation. 
 
Special pricing programs gives retailers a way to engage and entice customers to visit. For example, a retailer might establish “value items” with 
lower prices to reach price-sensitive customers.  
 
With charity programs, retailers donate a percentage of customer spending to a selected charity. Charity programs make customers feel good 
about making purchases at your stores while aligning your brand with an altruistic purpose.  
 
Surprise and delight programs offer a unique way to reward loyal customers by providing a reward at “random.” They are unexpected and can 
be provided at POS or via email to drive customer excitement and loyalty.  

 

Free versus Pay  
 
A critical question associated with implementing a loyalty program is whether or not a 
retailer should charge the customer for inclusion or offer it complimentary for the 
anticipated revenue lifts it may provide.  
 
Early revenues from a fee-based program may speed the time to payback and balance 
initial marketing and startup costs. The relatively modest long-term growth reflects a 
comparatively smaller membership size.  In contrast, the financial benefits of free 
membership programs start slower but accelerate quickly with enrollment growth. 
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Tiers 
 

The use of tiers (i.e. gold/silver/bronze) can keep customers engaged but make administration more complex. Consider the use of tiers carefully.  
Using a traditional tier structure may giving too much to heavy users can erode profits.  Effectively determining if customers would have come in 
anyway is a key decision when introducing tiers.  However, we are seeing tiers used for many on traditional functions such as giving the highest 
tier priority scheduling for curbside pick-up during peak times or free at home delivery service. 

Promotions 
 

Promotions allow a retailer to influence a guest’s visit or buying behavior.  They enable retailers to have a one-on-one communication with the 
customer.  Below is a sample list of the commonly used promotions.  
 
VISIT CHALLENGES:  Customers receive bonus offers for visiting X times during a set period of time. 

WE MISS YOU:  Reach out to customers who haven’t visited in a while. 

CONTESTS:  Common for new store openings where customers receive a special benefit on opening day. These are also effective for 
awarding benefits to drawing winners (e.g., a year of free X). 

DOUBLE POINTS:  These promotions are often designed to spur visits during slower times (e.g., Tuesdays, summer). 

COUPONS:   Infinite possibilities of % off, Dollar off, LTO’s, BOGO’s, etc. 
 

Segmentation 
 

Segmentation allows a retailer to determine which 
promotions should be sent to which customer and 
evaluate the effectiveness based key metrics.  
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About RCP 
RCP is an innovative retail management consulting firm dedicated to providing superior service and enduring value to its clients. RCP 
combines its consultants’ deep retail business knowledge and cross-functional capabilities to deliver superior design and 
implementation of strategy, technology, and process solutions. The firm’s unique combination of industry focus, knowledge-based 
approach, and rapid, end-to-end solution deployment helps clients to achieve their business potential.  
 
RCP’s consulting services include:  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©2020 RCP. All rights reserved 
 
No part of this publication may be reproduced or transmitted in any form or for any purpose without the expressed permission of RCP. The information contained herein may be 
changed without prior notice. 
 

Strategy 
Point of Sale (POS) 
CRM 
Vendor Selections 
Order Management 
 

Business Intelligence 
Mobile Technology 
Unified Commerce 
E-Commerce 
Networks 

Business Process Optimization 
Payment Security 
Customer Experience & Engagement 
Merchandise Management 
Supply Chain 

Perry Kramer, Managing Partner  
617-899-7543 
pkramer@retailconsultingpartners.com 

Ryan Grogman, Managing Partner 
972-365-0257 
rgrogman@retailconsultingpartners.com 

Brian Brunk, Managing Partner 
(405) 590-0542 
bbrunk@retailconsultingpartners.com  

John Eagles, Managing Partner 
(781) 929-3522 
jeagles@retailconsultingpartners.com 

  


