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Abstract 

Existing research has shown that customer loyalty can build trust, increase purchases, and 

increase average customer spend. Loyalty programs are created to increase sales with existing 

customers, but oftentimes, without an understanding of customer motivations. This analysis 

explored loyalty programs within the realm of customer fit. This was done by analyzing six 

common loyalty program models using an analysis technique derived from the means-end theory 

in order to understand the true values and emotional motivations of customers. 

Six core types of loyalty programs were analyzed: the points system, the tier system, the 

upfront VIP fee, non-monetary rewards, partnered rewards, and games. These models are 

described in detail and popular industry examples are identified. Each model is then broken 

down into its common attributes, narrowed down to the customer benefits of each attribute, and 

eventually, the psychological and/or emotional driver.  

The analysis showed psychological processes such as sunk costs, delayed discounting, 

reduced cognitive processing, scarcity, customer identification with brand, and reciprocity 

caused customers to identify with each loyalty model attribute benefit. Future implications allow 

for the development of holistic loyalty programs based on company goals that align with the 

specific customer motivations found through this analysis. 
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Segmenting the Loyalty Program Paradigm: 

Understanding Customer Motivations to Increase the Effectiveness of Loyalty Programs 

The emergence of increased numbers of competitors and a crowded marketplace has 

shifted many companies’ focus to customer retention. Customers, who are now flooded with 

endless decisions to make in the marketplace, often find it easiest to maintain previous 

purchasing  habits. Companies, on the other hand, compete to win over existing customers via 

innovative product features, competitive pricing, and/or loyalty programs. Loyalty programs are 

created to increase sales with existing customers, but oftentimes, without the understanding of 

customer motivations.  

This analysis will explore loyalty programs within the realm of customer fit. Customer fit 

measures how customer needs align with program benefits (McCall & Voorhees, 2009). This 

will be done by analyzing six common loyalty program models using an analysis technique 

derived from the means-end theory (Gutman, 1982). The means-end model ties perceived 

product attributes to corresponding values. The psychological underpinnings that drive purchases 

from each attribute will be identified to help marketers better understand the associated human 

drivers. 

Existing research has uncovered that customer loyalty can build trust, increase purchases, 

and increase average amount customers spend (Fenn, 2010). However, many loyalty programs 

are not as successful as they could be because of a lack of customer fit. Customer goals often do 

not align with loyalty program perks; communication complexity often deter retrieval of new 

messages; and customers often do not identify with the benefits of membership. By 
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understanding the emotional and/or psychological drivers that influence purchase decisions, 

benefits of loyalty programs can be crafted to be meaningful to customers. 

This analysis starts by codifying loyalty program models into six core types: the points 

system, the tier system, the upfront VIP fee, non-monetary rewards, partnered rewards, and 

games. These models will be described in detail and popular industry examples are identified. 

Each model is then broken down into its common attributes, as displayed in Appendix B. 

Attributes are then narrowed down to the customer benefit of each attribute andeventually, to the 

associated psychological and/or emotional driver. This analysis helps to identify the root driver 

of each attribute so that marketers can understand which attributes, based on customer 

motivation, are best suited for future loyalty programs. 

Existing Research 

Why Loyalty? 

According to customers, the definition of loyalty is: a relationship and feeling of mutual 

trust that is built over time (Nishino, 2013). Businesses compete against one another for this trust 

in many creative ways, but it is important for businesses to build strategic loyalty programs that 

produce long-term customer retention. Company loyalty programs may initially attract customers 

to a particular provider, but psychological loyalty is what ensures that once customers are within 

the vicinity of a physical or virtual company site, more money is spent (Evanschitzky, 

Ramaseshan, Woisetschlager, Richelsen, Blut, & Backhaus, 2012).  McCall & Voorhees (2009) 

have summarized the financial benefits of successful loyalty programs to businesses as “a steady 

customer base, more frequent purchase cycles, higher profit margins, and a group of advocates 

who voluntarily market the firm to prospective customers.” One study showed that the amount 
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spent by a repeat customer can average as much as 67 percent more than the amount spent by a 

new one (Fenn, 2010). The following case studies reveal examples of how organizations have 

implemented customer loyalty programs and demonstrate the measured effects of focusing on 

loyalty.  

Successful Case Study Examples 

 Amazon Prime Amazon.com, the world’s largest online retailer, launched a program in 

2005 that allowed customers to pay a flat fee for free two-day shipping on purchases from the 

website (“Amazon.com,” 2013).  The program, Amazon Prime, became a success by offering the 

convenience of free shipping on many popular items. Aside from the convenience of free 

shipping, the program has increased customer loyalty and induced customers to purchase 

products they would not otherwise purchase. “Once they join Prime, Amazon's customers' gross 

merchandise volume grows from $400 a year to $900 a year in their first year of membership” 

(Kaplan, 2011). Experts have claimed that Amazon Prime members are worth eight times as 

much to the company than non-Prime customers (Leary, 2013). This program is expected to be a 

contributor to Amazon’s growth; analysts have projected Prime to grow at over 20 percent year-

over-year (Kaplan, 2011). 

 McDonald’s Monopoly Since 1987, McDonald’s has held an annual Monopoly game that 

has drawn customers into stores to win various prizes (“Monopoly,” 2013). The sweepstakes 

runs for about a month each year and uses a model to encourage customers to purchase food for 

game pieces that can result in instant wins or be collected for larger wins. The company also 

integrated an online game play component. The game has gained the company extra customer 

attention during the time the game was run and has been tied to increased purchases year-over-
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year. In 2011, Monopoly helped increase monthly same-store sales at McDonald’s by 5.5 percent 

(Woodley, 2011). The game has gotten so big and lucrative that internet scammers have tried to 

get people to fork over the valuable game pieces (Bhasin, 2011). Despite the many successes 

of customer loyalty programs, individual programs often contain flaws that decrease 

effectiveness. Common flaws are related to both execution of the program, as well as lack of 

customer-program fit. An important key to the success of any loyalty program is whether the 

customer can both see and identify with the benefits of membership, but many programs fail to 

do so (McCall & Voorhees, 2009).  According to a 2013 survey of customers’ views of loyalty 

programs, 27 percent ranked the rewards as something they did not want, 22 percent ranked the 

rewards as too small to take seriously, and 85 percent have heard nothing from their programs 

since they signed up (Nishino, 2013). Successful loyalty programs master the structure of the 

loyalty program, the structure of the rewards, and customer fit (McCall & Voorhees, 2009). 

Codifying Loyalty Programs 

Models 

Customer loyalty programs can be designed in a number of ways, but the overall goal of 

all programs is to increase product sales. Secondary research was done to understand the 

different types of existing loyalty program types. The following are six common models that are 

used as a basis for many companies. These models are often used in conjunction with one 

another, but for the purposes of this analysis, the models were examined individually. 

 Points System The points system is perhaps the most commonly used loyalty program 

model. In this basic model, customers receive a number of points or fictional currency per dollar 

spent or item purchased. Once customers receive a certain number of points, they can exchange 
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the points for items or credit. This model is common in retail and credit card companies based on 

its simplicity (Peiguss, 2012). 

 Boloco, a quick service chain restaurant that serves burritos, wraps, salads, shakes and 

smoothies, uses the points system for its loyalty program. Boloco customers receive one point for 

each dollar spent, and every fifty dollars spent earns a free burrito (“Boloco, n.d.”). Balance 

Rewards is a loyalty program for Walgreens, a convenience store chain, which offers a program 

in which customers receive a set number of points for purchasing certain items (“Balance 

rewards,” 2013). Points can be accumulated and exchanged for store credit vouchers at 

Walgreens. Credit card companies also commonly use the points system by giving customers 

points for purchases using their credit cards. Citi ThankYou Rewards is an example of a credit 

card that uses this approach (“Citibank,” 2012). Points from purchases can be exchanged for gift 

cards or other items.  

 Tier System The tier system is used to reward initial loyalty, as well as consequential 

loyalty. Customers are placed on a loyalty tier based on the amount of loyalty they exhibit 

toward a company. Initially, customers are given small rewards for just signing up for the 

program. Rewards get larger as customers become repeat customers and make more and more 

purchases, placing them in higher level tiers. In this loyalty program model, customers receive 

short-term or long-term rewards based on their loyalty to the company (Peiguss, 2012). 

 The tier system is very common in the airline industry; an example is Southwest’s Rapid 

Rewards Program, in which Southwest Airlines customers join Rapid Rewards as a basic member 

who can receive points for flights. As Rapid Rewards customers become more loyal by making 

more purchases, they can be identified as A-list tiered members, as A-list Preferred members, or 
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as Companion Pass members. Members of lower tiers must increase their net flight purchases in 

order to qualify for subsequent levels, but each level also rewards customers with proportionally 

increasing benefits including priority boarding, priority check-in, and exponentially faster point 

accumulation (“More status benefits,” 2013). 

 Other examples outside of the airline industry include Yelp Elite or the Starbucks Gold 

Card. On Yelp, an online rating site, members are part of the online community which allows 

them to participate by writing reviews. When Yelp members write enough reviews to qualify, 

they are invited to become members of Yelp Elite, which is a status tier dedicated to high 

participant members (“San Francisco elite,” 2013). Members of Yelp Elite are rewarded with 

exclusive, recurring invitations to company hosted elite events. Starbucks, an international coffee 

chain, offers a combination of a points based system and a tiered system in the form of the 

Starbucks Gold Card ("Keep your gold," 2013). Starbucks Gold Card customers who purchase 

thirty drinks become members of the gold-level tier. Once members have reached the gold-level 

tier, they receive free food or drink for every twelve drinks they purchase.  

 Upfront VIP Fee An upfront VIP fee program can remove barriers to purchase and is 

great for repeat customers (Peiguss, 2012). This type of loyalty program allows members to 

purchase membership in the program for a flat rate; members are given benefits that are designed 

for convenience. Amazon Prime is a great example of this, as the program offers free two-day 

shipping for a flat yearly fee (“Amazon.com,” 2013). Season passes at entertainment parts are 

also an example of this. Disneyland offers an annual pass, which is a flat fee for unlimited 

admission and discounts to park dining, hotels, and tours (“Disneyland resort,” 2013).  
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Upfront VIP fees are also common for band fan clubs by offering the perk of early ticket 

purchase access for events that would otherwise sell out quickly. An example is Kieth Urban’s 

Ville, which offers two tiers of membership (“Announcing new the ‘ville,” 2013). Digital Ville 

members are charged a low fee for special access to pre-sale tickets, fan only website sections, 

and discounts of store purchases. VIP Ville members pay a slightly higher fee for all Digital Ville 

perks, as well as access to Meet & Greet sign-ups.  

 Non-Monetary Rewards Non-monetary rewards are created around customer values 

(Peiguss, 2012). Loyalty programs that use this do not offer monetary or material incentives but, 

rather, offer value-centered incentives that entice customers to buy. Tom’s Shoes is perhaps one 

of the best examples. The company, a shoe retailer, is widely known for its One for One 

approach, in which a pair of shoes is donated to a needy child for each pair purchased (“Our 

movement,” 2013). Customers who buy a pair of shoes feel as if they are directly donating a pair 

of shoes to a needy child. This results in a feeling of ownership in helping social causes via 

customer purchases. E-bay’s Sell it Forward program encourages use of its online auction 

service by promoting social cause. Sell it Forward allows customers to sell their used or new 

products for free using E-bay’s service; any unsold items are donated to charity (“Sell it 

forward,” 2013). Specialty’s Café & Bakery, a restaurant chain in California, uses technology to 

offer online and group ordering systems ("Group invitation ordering," 2013). This builds loyalty 

by offering customers with an online Specialty’s account the non-monetary reward of ease and 

convenience, a value among many corporate customers. 

 Partnered Rewards Companies can form special partnerships with other companies to 

offer partnered rewards or discounts as part of a loyalty program (Peiguss, 2012). Sometimes, 

this can result in the creation of exclusive products that are a hybrid of both companies. This can 
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also result in cross-company rewards. Shell gasoline stations and Ralph’s grocery stores partner 

with one another to offer a gasoline discount based on the purchase amounts at Ralph’s grocery 

stores (“Ralphs,” n.d.). Customers who are a part of Ralph’s rewards program can earn fuel 

rewards that are redeemed at Shell gasoline stations. Similarly, Delta Airlines and Starwood, a 

hotel chain, partnered together to create a joint loyalty program called Crossover Rewards 

(Vivion, 2013). Crossover Rewards uses a common points system, combined with a tiered 

system, to offer customers points that can be gained and redeemed at both companies (“Starwood 

preferred guest,” 2013). This unique loyalty program partnership can help both companies gain 

valuable customers. It also exposes customers to both brands and products, as well as promotes 

increased activity for both Delta and Starwood (Vivion, 2013). 

 Games The use of gaming and chance opportunities can help companies gain brand 

exposure and increase purchases (Peiguss, 2012). Gaming is a unique tactic that aims at 

increasing customer loyalty. Both McDonalds and Coca-Cola have managed to do so by 

influencing increased product purchases through specially designed games. McDonald’s 

Monopoly is an annual game that offers customers chances for instant wins of both small and 

large prizes, as well as the ability to collect game pieces for even larger prizes (“Monopoly,” 

2013). Customers buy food, which increases company revenue, for chance opportunities to win. 

My Coke Rewards is another example of a gaming type loyalty program that incorporates the 

concept of gaming and chance opportunity (“My coke rewards,” 2013). Unique codes are found 

under the bottle caps of many Coca-Cola products. After joining My Coke Rewards, customers 

collect points by entering the codes online, on their mobile device, on Facebook, or via text. The 

codes are then used to enter customer sweepstakes, instantly win certain prizes, or to donate to 
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social causes. My Coke Rewards incorporates a unique combination of a points based system and 

non-monetary rewards by getting customers involved in the gaming nature of the program. 

Breaking Down Models Via Means-End Theory 

 In order to fully understand why and how each loyalty program model is successful with 

particular customers, a thorough analysis of each model was conducted based on the means-end 

theory (Gutman, 1982). The means-end theory analyzes customer values, consequences, and 

attributes. Values are created by society and determine choices that customers make. 

Consequences are results of choices, and attributes are features of the product, or in this case, 

aspects of the loyalty programs, that can be altered to influence customers’ choices based on 

their values (Gutman, 1982). See Appendix A for a visualization of how values, consequences, 

and attributes link together to portray how customers interact with loyalty programs. 

 This analysis examined the means-end chain in a reverse manner. Normally, means-end 

analysis would begin with the customer value to create a consequence and then a subsequent 

attribute. In this case, existing loyalty programs are examined starting with the attribute itself. 

Various key attributes of existing loyalty programs were analyzed in ‘reverse-engineering” the 

attribute-value chain. Loyalty program types were analyzed to ultimately understand how 

customers’ values, their psychological drivers, and/or their emotional drivers affect their choice 

of active participation in loyalty programs. Appendix B charts each model, provides examples of 

each model, identifies the unique attributes of each model and the customer benefits of each 

attribute, as well as the psychological and/or emotional driver of each customer benefit. By 

tracing down specific psychological and/or emotional drivers, we are able to understand what 

causes customers to respond to loyalty programs. 
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Model Attributes & Underlying Human Drivers 

Many of the psychological or emotional drivers discovered were dependent upon 

behavioral economics. Behavioral economics is a set of principles that were developed by 

economists, but they rely on the psychology of decision-making (Southgate, 2011). This 

crossover discipline that focuses on economics at the basic human nature level helps to explain 

the decision-making associated with customer loyalty programs. 

Points System 

Perhaps the most common attribute of the points system loyalty model is the ability for 

customers to trade a designated number of points for a reward. The customer benefit of this is 

that customers are able to spend less actual money for a reward, as well as customer ownership 

of points, a form of currency. The underlying psychological theories that help explain customers’ 

reaction to this attribute are the omission bias and sunk costs. In the omission bias, customers are 

given a default setting but have the ability to opt out (Baron, 2007). Generally, most people do 

not opt out. Since customers are immediately given currency during the first purchase when they 

join the loyalty program, the omission bias operates with this scenario, because human nature 

will generally not drive them to opt out of this default option. Sunk costs, on the other hand, are 

the tendency of humans to reach a final goal in order to avoid the regret that comes with stopping 

and wasting pre-invested effort (Baron, 2007). Since customers gained points at the first 

purchase, they are now much closer to receiving an award. Once customers are closer to an end 

goal, they would want to spend more to see the reward to completion because they do not want 

to waste the points they have already invested effort obtaining. With omission bias placing the 
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initial default rewards points in an account, customers are very likely to want to spend more to 

get an award due to sunk costs.  

Another attribute of the points system is that purchasing certain products gives customers 

more points. The underlying psychological phenomenon that explains this is part of mental 

accounting, which is a set of cognitive operations used by individuals and households to 

organize, evaluate, and keep track of financial activities (Thaler, 1999). In mental accounting, 

customers set a reference point, a standard price point at which customers feel a price is fair 

based on the product and setting (Thaler, 1999). Customers then evaluate all products within that 

category against that price point. By assigning point values to products, however, customers’ 

reference points for products purchased are no longer the actual dollars spent, but rather, the 

amount of points. Customers begin to evaluate the points a product is worth against one another. 

Therefore, when customers purchase higher point items, they feel more gratification than when 

they purchase lower point items, because they feel as if they are gaining more value compared to 

their reference point of no points.  

Tier System 

 An attribute in the tier system model is that free membership gets customers small 

benefits. Customers benefit from this, because they feel as if they are getting something of value 

for free; they get benefits for signing up. Customers could be responding to this due to the 

concept of reciprocity. In reciprocity, humans have an innate inclination to respond to a positive 

action with another positive action in return (Byrne & Ramey, 1965). Because companies offer 

small benefits for signing up, a positive action, customers are likely to reciprocate their own 

positive action to the company by signing up for the loyalty program. 
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 The tier system also entails having levels, in which higher tiered members, who are more 

loyal customers, are given exclusive membership. These customers benefit by being part of a 

group positioned as elite. Being part of an elite group gives individuals status-based 

differentiation and contributes to their self-identity (Hogg, 2001). People often validate or 

enhance their self-identity, or self-evaluation, through their identity with external groups. In 

tiered loyalty systems, customers have a sense of control as to which groups they can associate 

and self-identify themselves with. Consumption helps meet their need for a distinctive self-

identity (Escalas, 2013). 

Upfront VIP Fee 

Loyalty programs that use the upfront VIP model often contain the attribute of 

complimentary services or discounted entry. Reciprocity is also a factor in making customers 

feel as if the upfront VIP model is worth the investment. Customers pay what is positioned as a 

minimal amount for complimentary services; this is a positive action in response to a positive 

action (Byrne & Rhamey, 1965). Customers also get the added benefit of feeling as if they are 

getting something at a discounted rate. In consumption, the effects of complimentary items or 

discounted items and services, can have measurable long-term effects on sales that can be 

observed as much as a year after the promotion (Bawa & Shoemaker, 2004). 

 Another attribute of upfront VIP fee loyalty programs is the reduction of waiting time. 

This can be in the form of physically waiting in line at an airport or at an amusement park, or in 

Amazon Prime’s form of faster shipping (“Amazon.com,” 2013). The customer benefits by 

getting immediacy, which is valued higher based on delayed discounting (Baron, 2007). Delayed 

discounting, an economics-based psychological model of peoples’ monetary values of timing, 
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helps to explain why customers would pay more to receive items immediately. Customers have 

an upfront value assigned to products at first, but over time, humans naturally discount the value 

of a product at an exponential rate. This has been shown to be true of such consumable rewards 

as candy, soda, and beer, where the highest values for the products are assigned immediately 

then discounted over time (Estle, Green, Myerson & Holt, 2007). By providing immediacy, 

customers almost always receive a product or experience during its highest valued stage, which 

makes upfront VIP fee programs worth the initial investment. 

Non-Monetary Rewards 

 Non-monetary reward loyalty programs often promote social good for customer 

purchases. Customers benefit by feeling morally good about themselves for helping others 

(Cialdini & Kenrick, 1976). Studies have also shown increased customer-company engagement 

when customers’ purchases are tied to the company’s effort to achieve a social good (Leo, 2013). 

People also have personal self-identities, in which they believe their actual selves contain certain 

social values (Escalas, 2013). When those values are promoted or matched by a company, 

customers experience higher levels of emotional brand attachment (Malar, Krohmer, Hoyer & 

Nyffenegger, 2011). 

 Some non-monetary reward loyalty programs also contain the attribute of convenience 

tools. For customers, easier purchasing is a strong benefit. The usage of technological tools can 

create a unique company-customer relation and reduces the cognitive processes that customers 

need to devote to the purchase process (Kim, Pae, Han & Srivastava, 2010). Customers will be 

more likely to make a purchase from a company that offers convenience tools if that enables 

them to waste less cognitive energy on a purchase. Once customers realize how much easier a 
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process can be done, they anchor themselves at that level of ease (Lagnado, 2007). They are then 

less likely to want to do more work for the same reward in the future.  

Partnered Rewards  

Some partnered rewards programs offer members exclusive access to hybrid products 

created solely for the loyalty program. The purchase motivation of these products is that 

customers feel they are able to purchase something they cannot purchase at any other time. This 

is driven by social psychology’s law of scarcity. The principle asserts that customers’ 

perceptions of products seem to be more attractive when products are seen as limited in 

availability (Cialdini, 2001). By creating limited partner rewards offerings, customers see these 

joint exclusive products as products that can only be purchased in this scenario, increasing the 

value of the products. 

A second attribute of partnered rewards programs is exposure to multiple brands at once. 

This benefits the customer by reducing the amount of overall thinking. Customers are able to see 

and associate many brands at once, and less cognitive resources are devoted to the thinking 

process which benefits the customer. 

Also, customers mentally bucket multiple purchases into one, which causes different 

spending patterns. Humans have a mental account with purchase limitations for each category of 

product they purchase (Baron, 2007). If two products are combined creating a whole new 

category, however, customers might allocate more money towards purchasing in this one 

combined account rather than the two separate accounts. Customers are not consciously aware of 

this mental accounting process and can over-assess the monetary need in this combined bucket.  
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Aside from resource allocation, mental accounts can serve an alternate purpose on the 

rewards end. Combining the rewards received into one mental account can cause customers to 

feel as if they are getting all-inclusive deals (Baron, 2007). Partnered rewards programs are 

essentially bundled rewards from two or more separate companies, and the partnered loyalty 

program can make customers feel as if they are gaining more rewards for both mental accounts 

combined. By understanding mental accounts, companies can position themselves in a combined 

manner that allocates the most resources to purchase dollars and provides the most value for 

rewards.  

Games 

 Gaming based loyalty programs benefit customers with the fun of surprise. Research has 

shown that customers rate material more highly when they do not know what they are about to 

receive (Wise & Reeves, 2007). Surprise is often built as a reward to participation in games and 

is one underlying psychological driver that explains why customers become actively involved in 

games-based loyalty programs.  

 The gambling component of games is another attribute. Gambling gives customers the 

benefit of the opportunity to win something of greater value than the costs associated with 

playing the game. The psychological underpinnings of gambling include chance ideology, 

illusion of equal opportunity, entrapment, and feelings of commitment to an end goal; all of these 

contribute to the addictive nature of gaming (Zangeneh, Griffiths & Parke, 2008). In this case, 

these dynamics can drive increase purchased behavior to participate in gaming based loyalty 

programs. Chance ideology suggests that customers are motivated by their goals of winning. 

Customers are also influenced by the illusion of equal opportunity, in which the opportunity to 
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win is seen as greater than reality. Customers also become entrapped in their commitment to a 

goal of winning that has not yet been achieved. Analysts have said of McDonald’s Monopoly 

game: “The game is built to get you to come back into the store. It provides enough instant prizes 

to give you the feeling that you're winning, but in the end, everyone dreams about scoring that 

Boardwalk, so they go back for more” (Bhasin, 2011). The addiction component of chance, goals 

to win, and recreation are a recipe that keeps customers coming back. 

Conclusion and Recommendations 

Customizing a Holistic Loyalty Program  

Understanding why customer loyalty programs are successful requires a much deeper 

understanding of human motivations. The purpose of this analysis was to break down existing 

customer loyalty programs, in detail, in order to understand the role of customers’ psychological 

and/or emotional drivers. By understanding these underlying human motivations, companies can 

build holistic, customized loyalty programs. This can be done by selecting program attributes 

based on customer motivators that mirror company goals. Holistic programs take into account all 

company goals and customer characteristics to build in aligned program attributes. 

In marketing, measurable metrics are the key to proving success and value of a program. 

Customer loyalty programs require goals that are measurable in order to prove success. This will 

most likely be in the form of sales revenue goals, retention rate goals, and negative churn goals. 

Increased revenue is often tied to sales of marketing initiatives, so overall sales revenue is one 

source of measuring loyalty program success. Retention rates, the rate of customers that do not 

switch, also need to be measured to understand customer loyalty program success. Retention rate 

studies have showed that a five perfect increase in customer retention can lead to a 25 to 100 
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percent increase in profit for a company (Peiguss, 2012). Negative churn goals should also be set 

and measured; negative churn is the measurement of customers who upgrade or purchase 

additional services (Peiguss, 2012). All of these metrics need to be measured in combination in 

order to ensure that loyalty programs are genuinely contributing to company success. By 

building a relationship of trust with existing customers, businesses can retain their customer base 

and increase purchasing dollars (McCall & Voorhees, 2009). 

Further Trends in Designing Loyalty Programs 

Although the design of customer loyalty programs can be a large project in itself, 

marketers also need to consider any upcoming customer trends in order to create the most 

sophisticated and effective programs. Currently, big data can contribute to the success of such 

loyalty programs. The ability to gather customer insights through data channels can help 

companies understand customer values and motives to drive engagement (“Loyalty 360,” 2011). 

Big data can help companies analyze customer loyalty patterns which can help to track the 

effectiveness of certain loyalty program attributes. Data gathered from loyalty programs can be 

used to drive a quality customer experience across all touch points and at all stages of the 

customer lifecycle.   

Companies also have the ability to pull data from social media and mobile to understand 

customer reactions. The rise of mobile in customer lifestyles is also changing how people orient 

space and time and how people coordinate with each other (Bryant & Oliver, 2009). This is 

important in understanding how loyal customers interact with one another, how customers will 

choose to interact with a customer loyalty program, and how promotional aspects of customer 

loyalty programs can be built into mobile lifestyles. “Juniper Research forecasts that the total 
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redemption value of mobile coupons worldwide will be more than $43 billion by 2016, 

representing an eightfold increase from $5.4 billion this year” (“Loyalty 360,” 2011). 

Marketers need to anticipate, or be quick to recognize, customer trends in order to 

seamlessly design programs that fit into their customers’ lifestyles. In a world where businesses 

and relationships with customers are becoming more complex, it is important to understand the 

most basic human values and motivators. People are inundated by advertisements, marketers, 

and information, and understanding the psychological and/or emotional drivers of business 

communications can help marketers build programs that truly appeal at a human level. Marketers 

needs to understand the relationship between tangible benefits and customers’ psyches. This 

requires deep analysis and strategically thought out programs that speak to natural human 

behavior. 
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Appendix A 

Means-End Theory Visualization 

 

 

 

The image above visualizes the means-end theory to show how attributes, consequences, and 
values are linked to affect how humans interact with loyalty programs.  
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Appendix B 

Chart Summarizing Loyalty Program Models, Examples, Attributes, Benefits, and Drivers 

Model          
 

Examples       
 

Attributes   Customer    
Benefit  

Psychological/Emotional 
Driver 

Points System 

• Boloco 
• Walgreen’s 

Balance 
Rewards 

• Citi 
ThankYou 
Rewards 

X points gets X 
reward 

Can spend 
less for a 
reward 

Omission Bias 
Sunk Costs  
 
Customer is defaulted 
currency during first 
purchase and does not want 
to waste points that have 
already been invested   

Points can be 
exchanged for 
different 
rewards 

Customer has 
form of 
currency 

Certain 
products give 
you more 
points 

More 
gratification 
buying 
certain 
products 

Reference Point 
 
Reference points changes 
from dollars spent to points 
allotted and customers 
compares products up 
against this 

Tier System 

• Southwest 
Rapid 
Rewards 

• Yelp Elite 
• Starbucks 

Gold Card 

Free 
membership 
gets you small 
benefits 

Benefits for 
signing up 

Reciprocity 
 
Customer is more likely to 
reciprocate an action since 
they were already given 
benefits 

Higher tiers 
give you 
exclusive 
membership 

Customer is 
part of an 
elite group 

Self identity-goals  
 
Needs of affiliation and 
distinctiveness 

Upfront VIP 
Fee 

• Amazon 
Prime 

• Disneyland 
Season 
Passes 

• Kieth Urban 
“The Ville” 

Complimentary 
services or 
discounted 
entry 

Customer is 
getting a deal  

Reciprocity 
 
Customer is more likely to 
reciprocate a positive action 
since they will be given 
positive ones 

Less waiting 
time Immediacy 

Delayed Discounting 
 
Customer places higher 
monetary value on products 
when immediate 
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Non-
Monetary 
Rewards 

• Tom’s 
Shoes 

• E-bay Sell It 
Forward 

• Specialty’s 
Bakery & 
Café 
Ordering 
Tools 

Social good 
promotion 
from purchase 

Customer 
feels good 
about self by 
helping 
others 

Emotional brand 
attachment 
 
Increased engagement 
when customer involvement 
in social efforts is tied to 
company’s effort. Increased 
brand attachment when 
company’s social efforts are 
more congruent with actual 
self 

Convenience 
tools 

Easier 
purchasing  

Reduced cognitive processes 
Anchoring & Adjusting 
 
Less thinking for customer 
to purchase 

Partnered 
Rewards  
 

• Shell & 
Ralph’s 

• Crossover 
Rewards 

 

Exclusive 
access to 
certain 
products 

Can obtain  
something 
that cannot 
obtain any 
other time 

Law of scarcity 
 
Products are seen as more 
attractive if perceived as 
limited in supply 

Exposure to 
multiple 
brands 

Less thinking 
for customer 

Reduced cognitive processes 
Combined mental account  
 
Less thinking for customer 
to purchase. Mental account 
is combined for both 
products changing 
purchasing habits  

Games 

• McDonald’s 
Monopoly 

• MyCoke 
Rewards 

Gaming Surprise prize 

Surprise 

 
Customers rate material 
more highly when they do 
not know what they are 
about to receive  

Gambling Opportunity 
to win 

Chance ideology 
Illusion of Equal Opportunity 
Entrapment 
 
Feelings of commitment to a 
goal that has not yet been 
achieved 
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