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Loyalty that
really counts

Why incrementality
is everything

What really counts in loyalty? Incrementality. It's everything and here’s why.

Loyalty programmes are - of course - designed to make members more loyal
gement. The
s members spending more, transacting frequently
and to the organisation for longer than would have been the
e without membership.
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Measuring loyalty:
Are you missing
the mark?

rth billions

value is critical for loyalty s , d ongoing
iccess. After all, senior stakeholders are unlikely to commit fund
grammes if payback and profitability are uncertain

To begin measuring what matters, key questions
include:

+ Can the loyalty team prove to senior stakeholders
that the company is investing in behaviour that it
wouldn't otherwise have enjoyed?

« Is the organisation able to identify which members
are generating a return on the investment in the
loyalty programme?

+ Can the company identify which member groups
can be influenced to generate additional revenue
without investing in the whole membership base?

Measuring the incremental
impact of a loyalty
programme

To understand the incremental value generated by
programme, we first have to understand what would
have happened without the loyalty programme. This
entails tracking customer behaviour pre and post
joining the programme.

eCommerce makes measuring incrementality
relatively easy. Customers transact with an
organisation, then they join a loyalty programme;
Customer behaviour pre and post loyalty programme
registration can be measured. The difference between
the two is the incremental profit generated by the
loyalty programme. This methodology is possible in
many industries such as airline businesses or in retail
banking. It can potentially even be applied to bricks
and mortar businesses where customer behaviour is
tracked pre and post loyalty programme registration
via their payment methods.

It's true that measurement can be more challenging
without eCommerce but there are still several
methodologies to help measure what matters and
get a handle on true incrementality. In the event

that behaviour pre and post membership cannot be
tracked for the same customers, there are alternative
ways to establish a baseline.

Defining loyalty is key - what
does your company value?

Loyalty programmes are designed to make members
more loyal to an organisation - that's stating the
obvious. However, when we start to break down what
form loyalty can take in terms of customer behaviour,
biectives and

we begin to set out both loyalty
measurement against them.

Once acquired into a loyalty programme, the ideal
journey sees members spending more, transacting
frequently and staying loyal to the organisation
for longer than would have been the case without
membership. In a nutshell revenue, frequency a
tenure combined are manna from heaven for loyal
operators, creating regular, recurring revenue over
extended periods.

don't stop there either. There are myriad
members can demonstrate their

ised or rewarded in return,

For example, they can evangelise on behalf of the
organisation via ratings, reviews and testimonials or
behave in ways that reduce costs for the company,
such as using self-serve channels. Or it can mean
acting in a way that generates additional revenue

The benef

for the organisation - perhaps volunteering data or
purchasing ancillaries from third-party partners.

Itis a foundational requirement for loyalty operators.
to identify and define what ideal loyalty means

for the organisation to motivate specific desired
behaviours and to develop disciplined measurement
methodologies to track performance

Most of these are concerned with identifying a
representative control group for the programme,
including:

1. Establishing geographical control groups as
a baseline where the loyalty programme is
operational in one geography and not in another.

A simple example of this methodology is a store
test for a retailer where a loyalty programme is
implemented in stores A, B and C but not in similar
stores D, E and . It's important here to ensure that
the geographies share similar demograph
considered ‘nationally representative' if later scale-
up is envisaged,

2. Implementing a ‘hold-back’ control cell of new
members - excluding them from all programme

communications. Normally, an organisation
would hold back between 2% and 7% of new
members from communications to ensure a
statistically robust control cell. On low overall
volumes, a control group higher than 2% is
recommended to ensure results can be relied
upon. It can be tempting to include every member
in communications due to tactical commercia
pressures - but without a control, it's impossible
to prove what worked in order to refine and repeat
activity later.

Creating a loyalty score or engagement score
d on the frequency and type of member
engagement and tracking the behaviour of low
scoring members stratified against a similarly
spending cohort of high scoring members.

Incrementality in loyalty

is everything and
measurement matters

To conclude, incrementality is what really counts

in loyalty and proving it matters. Measurement
methodologies require careful consideration and
development but once in place, provide the visibilty
and certainty both loyalty operators and senior
stakeholders need to support schemes and their
continued success.
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The bottom line?

If your scheme needs to identify
and prove incrementality, contact
Collinson - ask about our ROI
calculator and better bespoke
measurement for your business.

of companies reveal they can't
properly track incremental profit’.

What matters most?

What matters most is the engagement an organisation
enjoys which would NOT have occurred without the
loyalty programme - in others words, incrementality.

Many companies simply measure various aspects of
member engagement and transactional behaviour.
surprising 62% reveal they can't properly track
incremental profit

Anda

This is problematic for senior stakeholders looking to
back those who can measure incremental behaviour
delivering benefits which would not otherwise exist.

To begin measuring what matters, key questions
include:

+ Can your loyalty team prove to senior stakeholders
that the company s investing in behaviour that it
wouldn't otherwise have

oyed?

« Is your organisation able to identify which members
are generating a return on the investment in the
loyalty programme?

+ Can your company identify which member groups
can be influenced to generate additional revenue
without investing in the whole membership base?

e

The bottom line?

To answer these questions and
start measuring what matters,
contact Collinson.
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businesses are letting loyalty value

go to waste.

Unlock the true value of loyalty

We look beyond customer
benefits to make bigger impact
on your balance sheet.

Unlock the true value of loyalty

We take a closer
look at loyalty
to find you extr.
revenue

Make sure you’re not one of
the 62% of loyalty operators

that don’t track incremental
profit details.

Unlock the true value of loyalty

It’s surprising how many
businesses are letting loyalty
revenue go to waste.

Unlock the true value of loyalty

Landing Page

Loyalty
Value Vault
Driving value

from your loyalty
programme

Unlocking the

profit potential

in loyalty
programmes

Unlock the true value of loyaltyl
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Unlocking the profit potential in loyalty programmes
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Demystifying A
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The Collinson
. | ‘ : Loyalty Landscape
Realtime v - 2024 edition

Grow loyalty and profitability
with every interaction

Retail Sector Insights |

This companion piece to the ‘Loyaity
Landscape 2024’ research report
focks specifically at findings for the
Retail sector, enabling a deep dive
into the detall to go alongside the
overall results revealed in our survey.
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The Al digital age is here and is permeating our daily We can see that customers are also looking at this
ves at speed! Kids are leaming how 1o use Chat GPT to technclogy and starting 1o seek ways 1o capitalise on the
better understand subjec school. from asking how apportunity in front of us. In fa em have
Es Shakespaare addresses themes such as ty or race siready started. which also means that just under half are
to understanding how electrons work a n using it already losing ground.

t0 generate computer program code.

Daily loyalty Transactions The four waves of Al

Before considering how Al can be applied to the future of loyalty, we take a look at the Al patterns developed
] in four key waves

Value Exchange
doveioping a recioracaily rewarding
Customer Value Proposition

Data Strategy Commercial
<amturing. storing and leveraging data kg PR ar “economice’ -
10 drive loyaity outcomes. \racking, measarement and KPis

Case Studies «

Wave 1-

Predictive

Informs - Mak ictions based on
what it has seen on existing data

Delivering and operati
loyalty solution behin
most successful

Example:

NBA (Next best action) engines.
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Event stands
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T-shirt

LOYALTY

ONLY DOGS
DO IT BETTER
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Q  COLLINSON Together we will power your loyalty success

Leading specialists in our own space, we are teaming up to bring you
the best in loyalty, from design through to delivery. Collinson strategy
combined with seamless integration from OSF Digital and Salesforce
technology are a winning formula for your future loyalty scheme.

AMPLIFY LOYALTY P

w, new and next in loyalty. O contact us t
about your next loyalty step.
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Postcard
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Banner Campaign - Loyalty Maturity Assessment

Loyalty

MATURITY
ASSESSMENT

Is Your Loyalty Programme
Maximising Customer Engagement?

Start Assessment
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Loyalty

MATURITY
ASSESSMENT

How Profitable is Your
Loyalty Programme?

Start Your Evaluation
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Loyalty

MATURITY
ASSESSMENT

Is Your Loyalty Programme
Delivering Results?

Evaluate Now

S N
@ _ COLLINSON
— 4

Loyalty

MATURITY
ASSESSMENT

Is Your Loyalty Programme
Maximising Customer Engagement?

Start Assessment
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Loyalty

MATURITY
ASSESSMENT

Where Does Your Loyalty
Programme Stand?

Find Out Now
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Loyalty

MATURITY
ASSESSMENT

Is Your Loyalty Programme
Maximising Customer Enga

Start Assessment
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