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Transforming 
the Loyalty  
Experience
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I N T R O D U C T I O N

Marketers know the value of a loyal customer, but a successful future hinges on the 
ability to measure that value. In surveying the state of loyalty in today’s marketplace, 
it’s clear it will take more than traditional thinking to keep customers engaged. 

Overall, our research into customer behavior and loyalty shows customers  
are satisfied with the loyalty programs they currently belong to, but go to great 
lengths — and are even willing to pay — for brands that offer more than  
transactional offers and benefits. 

Consumers value loyalty programs that provide levels of personalization 
and convenience that go beyond discounts. To capture emotional loyalty, 
loyalty marketers need to create touchpoints between transactions that genuinely 
move the needle toward increasing customer loyalty and incremental spend.

In this report, we will shine a spotlight on brands building upon the foundation 
of rewards and engaging with consumers on an emotional level. We also offer  
tactical tips for making the customer feel appreciated by the brand, rather than  
being just another customer.

The data provides an objective indicator that loyalty marketing is ready for a refreshed 
strategy. Through our case studies and survey data, we can see how the best loyalty 
programs impact customer behavior, and offer tactical tips for making the customer 
feel like a brand advocate as opposed to a loyalty program number. This includes 
pointers on creating a deeper emotional connection and creating unique experiences 
that go well beyond the transaction.

Customers expect 
far more from  
loyalty programs.
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Build on strong 
loyalty basics
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0 1  B U I L D  O N  S T R O N G  L O YA LT Y  B A S I C S

Loyalty programs 
need to stand out.

Most loyalty programs cover consumers’ most basic expectations and needs: 
discounts, status and ease of use. In fact, 89% of consumers say the loyalty programs 
they belong to make them feel special or appreciated by a brand, and 94% say these 
programs are convenient enough for frequent use. 

But while most brands have figured out how to meet customers baseline 
expectations, many still struggle to differentiate their programs from competitors. 
Three-fourths (76%) of consumers say the loyalty programs they  
belong to feel similar to one another. That’s no surprise: Of the 50 retail 
programs Kobie surveyed in a 2019 study, half offered the same $5 discounts  
and points-based rewards model. 

Customers notice when brands go beyond the basics in today’s competitive market. 
Our research shows members of the very best programs go the extra mile to engage 
with brands, sometimes literally. Seventy-three percent of Nordy Club members, 
for example, will travel to a less convenient store location to participate in program 
perks. Highly engaged members like these are always looking for new, unique and 
accessible ways to engage.

Brands should give their current and most loyal customers much more attention, 
especially since these customers are seen to have shorter attention spans themselves. 
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Most loyalty programs are meeting the basic needs of their 
customers — but simply maintaining those programs is risky. 
Nearly 30% of consumers say they’ve left a program because  
the rewards weren’t meaningful. Brands must tap into emotion 
and create better experiences to set themselves apart. With 3  
in 4 consumers feeling like most loyalty programs are essentially 
the same, breathing new life into loyalty strategies can help 
motivate customers. Need more proof? More than half of 
consumers say they will change their habits — like visiting  
other locations to gain status — if the perks are strong enough. 

Our survey found 40% of consumers have left a loyalty program because rewards 
took too long to earn, and 23% because it was boring or forgettable. By contrast, 
63% of customers are willing to consider paying for a loyalty program  
if the perks are good enough. 

To drive meaningful customer loyalty, brands need unique and exciting programs 
that stand out, with rewards that focus on the consumer feeling like they are your  
best customer. Loyalty programs need to create an emotional connection that  
enables a long-term relationship. As the report will detail, brands can do that 
in a variety of ways, including:

• Providing engaging, exciting experiences

• Making the experience easy to use so customers can easily form habits that last

• Establishing a sense of shared values or community

• Offering exclusive treatment to make members feel special

“
To drive meaningful 
customer loyalty, brands 
need unique and exciting 
programs that stand out”



S O F T  B E N E F I T  L O YA LT Y  M V P

Sephora Beauty Insider

65% would go to a less convenient location 
to participate in a brand’s loyalty program

59% choose “soft benefits and perks exclusive 
to members” as the most likely reason to join  
a loyalty program 

41% would choose advance access to new 
merchandise or sale prices over earning points 
toward discounts

6

Sephora’s Beauty Insider program, which allows members to progress 
along tiers as they make purchases, offers increasingly enticing soft 
benefits as members reach each tier. Accessing new tiers brings 
opportunities to exchange points for experiences such as free makeup 
consultations, sweepstakes entries or access to exclusive events like 
pre-launch product tryouts. Sephora’s program proves that customers 
are willing to pursue points, but the benefits have to be desirable. 

Additionally, members have access to the Beauty Insider community, where they can connect 
with others in online groups and forums to share makeup advice, critique each other’s skincare 
routines and review products. The program infuses a traditional points-centered rewards 
program with surprise-and-delight experiential elements, like its augmented reality (AR) function 
that allows users to virtually try on makeup.

Here’s a closer look at how members of Sephora’s Beauty Insider program answered our survey:

59%

65%

41%
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Meaningful 
rewards 
and better 
experiences
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0 2  M E A N I N G F U L  R E WA R D S  A N D  B E T T E R  E X P E R I E N C E S

The program/app wasn’t 
easy or convenient to use

26%
It took too long 
to earn rewards

40%
The rewards 
weren’t meaningful

28%

I was overwhelmed by 
phone notifications or 
emails from the brand

15%
N/A  — I still earn 
points or use all loyalty 
programs I’ve joined

25%
The program was 
boring/forgettable

23%

Other
3%

The program didn’t 
provide exclusive or 
personalized content 
or experiences

14%
I didn’t want to 
preload funds to  
my rewards program

10%

Think of the last time you stopped actively participating 
in a loyalty program. What made you stop?

Experience factors 
outweigh price factors.
The first challenge loyalty marketers face is getting customers to actually sign up for 
their program in the first place. When asked to choose three factors that have most 
motivated them to sign up for a new program, consumers identified many options 
that are more personalized and experience-based: 

• 45% say the loyalty program includes soft benefits and perks exclusive
to members (e.g., member-only offers, complimentary services like
styling assistance)

• 45% say the loyalty program offers opportunities to earn points toward
discounted products

The promise of personalized services, access to exciting events, and 
members-only benefits is more powerful than a one-time discount. 
Loyalty programs that promote easy interactions with a brand (best exemplified 
by Starbucks’ order-ahead app features or Target’s in-store price scanners) are  
just as effective when encouraging enrollment. Additionally, when asked why  
they pay for Prime, members ranked Amazon’s suite of services (e.g., Prime  
Video, Amazon Music, Prime Reading, Amazon First Reads) above basic  
factors like affordability.  

Age is also a factor driving the demand for better loyalty experiences. Younger 
consumers, who will set the standard for brands in the years to come, are at the 
forefront of this trend. Gen Z respondents are almost twice as likely to say they 
stopped using a loyalty program because it was boring/forgettable (40% vs. 23% 
of general consumers). 
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Customers say they most frequently enroll in programs when 
brands offer exciting experiences alongside basic rewards like 
discounts. Factors like soft benefits, exclusive perks and ease  
all highlight experience as the main contributor to loyalty. 

Customer enrollment doesn’t guarantee active participation  
in a loyalty program. Customers often disengage with programs 
because they don’t feel like rewards are delivered fast enough  
— or the program isn’t simple enough to engage with. 
Communicate the value of your loyalty program clearly and 
ensure customers understand exactly what they’re getting 
without feeling like they are slogging through purchases for a 
measly discount. And diversify your understanding of a “reward” 
so your program doesn’t become a liability. This requires 
gathering data along every touchpoint (including your loyalty 
program) so you can foster genuine connections with customers. 

Which of the following factors has most motivated 
you to join a brand loyalty program?

Makes my shopping experience easier/more convenient

54%

Offers opportunities to earn points toward 
discounted products

45%

Includes soft benefits and perks exclusive to members 

45%

Includes surprise sales, games or in-store experiences 
that make shopping with the brand more exciting

37%

Allows me to get cash back, member pricing 
or statement credits

36%

Offers free shipping

35%

Offers benefits right when I join instead of requiring 
me to earn points first

20%

Creates a more personalized shopping experience
16%

Offers access to exclusive events or spaces, such as fitness 
classes, concerts or community spaces

12%

Younger consumers are also more likely to choose a program that offers a fun mobile 
game or chance to engage with the community over points/discounts (30% of Gen Z 
respondents vs. 21%).

Additionally, 37% of consumers say they’ve joined a loyalty program because it 
includes surprise sales, games or experiences that made shopping more exciting 
(narrowly beating “the program allows me to get cash back, member pricing or 
statement credits” at 36%). 

Of course, enrollment is only the first hurdle — the real task is encouraging 
engagement once customers are signed up. Customers don’t want to invest 
too much time before brands provide meaningful rewards.



M E M B E R  A P P R E C I AT I O N  M V P

Nordy Club

41% choose “benefits that make shopping with 
the brand more exciting (e.g., access to exclusive 
events)” over points/discounts 

When asked what impressed them about their 
most memorable brand experience, 40% of Nordy 
Club members chose “I received personalized VIP 
treatment that made me feel valued by the brand”  
as the highest factor 

73% say they would go to a less convenient location 
to participate in a brand’s loyalty program 

It’s not surprising that Nordstrom’s Nordy Club loyalty program boasts 
12 million active members. Nordy Club understands how to reward 
members with MVP experiences. The brand’s tiered loyalty program 
offers customers rewards tied to their status, with benefits like early 
access to shop certain premium brands. Members of the top tier 
(called “icons”) receive a personal annual visit from a Nordstrom 
stylist at their homes to provide advice about their wardrobes, as well 
as complimentary dining during visits and the ability to make private 
shopping appointments after hours. This program exemplifies the VIP 
treatment that creates emotional connections with loyal customers. 

Here’s how Nordy Club members answered our survey:
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73%

41%

40%

https://finance.yahoo.com/news/nordstrom-rallying-ahead-industry-factors-125212066.html?guccounter=1


The loyalty 
experience 
should be 
frictionless

03
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If I received rewards earlier in the process

If rewards were more personalized/enticing 

If I could more easily see my progress towards the next reward or loyalty tier

If the process of earning rewards included enjoyable games, 
content or other interactive elements

0 3  T H E  L O YA LT Y  E X P E R I E N C E  S H O U L D  B E  F R I C T I O N L E S S  

Memorable experiences 
should come easily.
It costs a little over $100 annually to join the Amazon Prime loyalty program and 
members happily pay it — access to Amazon’s convenient and unbeatable core 
services serves as a reward. Additionally, the role of convenience and ease of use is a 
recurring theme in the data, for Prime members and non-members alike. 

Ease and simplicity in loyalty programs lead to memorability and even brand 
evangelism. When asked what has made them share a positive, memorable 
experience with others, customers cite an easy, convenient interaction more  
than anything else (above even personalized treatment, discounts and more). 

What factors would make you most likely to more actively earn  
and redeem rewards from a loyalty program? Rank in order from 
most to least likely.

If I could earn and redeem rewards with cash, mobile payment, 
Apple Pay or other convenient methods
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Data shows that customers are willing to pay for a better 
experience. If the service they receive is fast, accessible 
and reliable, they are likely to sing the praises of the program  
and the benefits to others. 

Your loyalty program needs to become a seamless part of your 
customers’ lives, rather than something they have to go out of 
their way to use and engage with. Set a precedent that every 
customer interaction with your brand — whether it’s researching 
products and services, attending events or just using a loyalty 
app — is as frictionless as possible. Allow your loyalty program  
to shape your customers’ habits by making their lives easier,  
so they’ll choose your brand without hesitation. 

Think of a memorable, positive brand interaction that inspired you to 
share your experience with friends or family or write a positive review. 
What impressed you the most?

11% None of the above/not applicable 

11% I had a fun/enjoyable experience with the brand

4% They made an exception for me

27% I had an easy/convenient experience with the brand

25% I received a discount/cash value/statement credit from the brand

22% I received personalized VIP treatment that made me feel valued 
by the brand

“
Ease and simplicity in 
loyalty programs lead  
to memorability and  
even brand evangelism.



M O B I L E  A N D  C O M M U N I T Y  E N G A G E M E N T  L O YA LT Y  M V P

Orangetheory Fitness

Orangetheory members are equally as likely to 
choose a loyalty program that “offers a fun mobile 
game or a chance to engage with a community 
of customers like me” as they are to choose an 
opportunity to earn points for discounts and rewards 

43% are almost twice as likely to choose a more 
exciting experience over the same opportunity to  
earn points for discounts and rewards 

80% say they would go to a less convenient location to 
participate in a brand’s loyalty program 

Orangetheory’s membership experience allows members to earn 
“splat points” for elevating their heart rates as they work out, which 
are visually displayed at the gym. Splat points show individual progress 
toward goals, heighten the sense of competition for gym-goers, and add 
a level of excitement and fun to encourage consistent participation. The 
brand also organizes special races, workouts and events to build up a 
supportive (and competitive) local community. 

When engaging with a loyalty program is actually fun, brands don’t need to dangle monetary 
rewards to increase engagement. In fact, Orangetheory’s “gamified” points system isn’t a 
traditional loyalty program at all — rather, it literally asks members to work to build up their  
status among their peers. 

Here’s a breakdown of how Orangetheory Fitness members answered our survey:
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80%

50%

43%
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C O N C L U S I O N

Real emotional loyalty is possible, even amid disruption. But this 
type of loyalty demands more than traditional rewards and point 
systems — emotional connectedness requires meaningful rewards 
and frictionless experiences every step of the way. Brands that offer 
unique, personalized experiences at every touchpoint are on their 
way to creating lifelong customers who will remain loyal regardless 
of the current business environment. 

Consumers are shifting their buying habits out of necessity while 
their expectations are at an all-time high. It’s time for brands 
to rethink their loyalty program strategies and focus on moving 
beyond transactional relationships with customers. Every decision 
a consumer makes is an opportunity to create an emotional 
connection. Will you be ready? 

Real loyalty requires 
thinking beyond the 
transaction.



Methodology
In January 2020, Kobie surveyed 1,500 adult consumers  
who have used loyalty programs within the past year.

About Kobie
Kobie is a loyalty marketing company that builds 
relationships with customers through emotional  
connections by optimizing the consumer behavior between 
transactions. The team believes in building and enabling 
loyal relationships by deepening the emotional and 
behavioral connections between brands and customers. 
Through their ability to increase incremental value and 
derive greater insights into customers, Kobie has helped 
the world’s largest brands earn deep, emotional customer 
loyalty for over 30 years.

To learn more, visit kobie.com.

https://kobie.com/



