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The 2015 COLLOQUY Loyalty Census

Big Numbers,
Big Hurdles

Everyone seems to want an invitation to the party, but it turns out more than half of them stand
in the corner and refuse to mingle once they get there.

Americans are still signing up for loyalty programs in droves — memberships jumped 25.5%, to
3.3 billion, from 2012 to 2014 — but more than half of them don’t even bother to participate in
those memberships, much less become loyal, engaged and enthusiastic program members.

Indeed, the size of the membership =~ COLLOQUY took the tempera-

P base isn’t the best indicator of ture of the loyalty-marketing
E! success; in fact, programs whose landscape for the first time in
S m ‘S y members aren’t engaged, no 2000 to quantify the size of the
g matter how many there are, waste  industry and break it down by
3'30 0'00 0‘ 00 0 resources — of both the loyalty sector. Those results created a
operators and their valuable benchmark for the industry and
customers. On the other hand, inspired us to take on much more
engaged and devoted loyalty ambitious analyses in 2006, 2008,
members form lasting and prof- 2010 and 2012. Our latest under-
itable relationships with brands taking, in 2014, is the basis for
and companies, spend more this, The 2015 COLLOQUY Loyalty
time and money with them and Census. Each one has advanced
spread the positive buzz to the body of knowledge and shed
their friends. light on the ever-changing field.

WWW.COLLOQUY.COM
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Membership Growth: 2012 to 2014

2012

2-6 BILLION

everything from Amazon Prime
to mobile loyalty reward pro
grams such as Five Star - is
gaining speed.

2014

3-3 BILLION

Loyalty memberships have

reached a level where consumers
— American households average
29 loyalty programs each - are

INCREASE not active in even half of their
memberships. How will compa

Source: The 2015 COLLOQUY Loyalty Census

WWW.COLLOQUY.COM

And what changes there have been.
Loyalty memberships in the United
States have more than tripled since
2000, when there were 973 million
memberships. The big finding in the
2015 Census is that the membership
growth shows no signs of slowing;

it’s still going gangbusters, with 3.32
billion loyalty members in 2014, com-
pared with 2.65 billion in 2012. But
engagement, as already indicated, is
sliding, with an active rate - that is,
members who have not just enrolled
in programs but are using them to
earn rewards — of 42%. It’s a warning
that should have all loyalty marketers
working to distinguish their programs
in ways that resonate with consumers.

Two other key findings materialized in
the 2015 Loyalty Census: First, the loy-
alty landscape is changing across all
verticals. Financial services, specialty
retail and airlines still account for the
majority of all memberships, but the
fastest expansion came in restaurants
and drugstores. Second, the emerging
platforms sector — which includes

nies set themselves apart? If

they don’t, they are vulnerable to
being dumped as customers shed programs
that are irrelevant, have mediocre benefits
or stale mechanics or simply can’t differen-
tiate their value propositions.

While this can be daunting, it offers the oppor-
tunity to raise the game on loyalty programs,
and encourage consumers not only to accept
the party invitations but also to join in on
the party.

Loyalty Program Activity

INACTIVE
MEMBERS

58%

0f the total membership in loyalty programs, more than half (58%) don't actively
participate in those memberships.
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[THE BIG PICTURE]

Growth is still the name of the game, with total U.S. loyalty
memberships leaping 25.5%. However, there is much work to be
done: Enrolling in a program is one thing; actually participating

IS quite another.

U.S. households belonged to an average
of 29 loyalty programs in 2014 but were
active in only 12. There has been a grad-
ual slide in membership participation
levels: In 2010, U.S. households had an
average of 18.4 loyalty memberships but
were active in only 8.4. By 2012, those
numbers had changed to 21.9 member-
ships with activity in only 9.5. Expressed
as rates, Americans had a 46% active
rate in 2010; in 2012 it slid to 44%, fol-
lowed by the latest downtick to 42%.

Average Household Memberships

29 111
LOYALTY .....

PROGRAMS .

ACTIVEIN 12

Source: The 2015 COLLOQUY Loyalty Census

Active rates haven’t changed much
in the retail and financial sectors, but
there is an encouraging spot — the
active rates for drugstores have risen
from 50% in 2012 to 66% in 2014.

The slipping rates must be on loyalty
marketers’ radar, with an eye to the
habits and practices that dilute them:

- Focusing on customer acquisition
and ignoring customer engagement.

+ Thinking merely of strategies aimed
atloyal behaviors and not asking
what customers actually need.

+ Assuming that a one-size-fits-all
program is sufficient, neglecting
opportunities to make customers’
experiences truly personal.

+ Lumping high-value and
high-potential customers in
with the overall loyalty mem-
bership, missing the chance to
use analytics to recognize their
significant roles. And, often,
having the best customers
subsidize the worst in the from
of diluted benefits and generic

U.S. households belonged to an average of 29 loyalty programs in 2014 but were experiences.
active inonly 12.

WWW.COLLOQUY.COM
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The growth inthe loyalty
industry means customers
have become more selective
about which programs they
actually use. For run-of-the-
mill programs with irrelevant
value propositions, this could
spelltrouble.

WWW.COLLOQUY.COM
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Any of those missteps can be
enough to dampen loyalty mem-
bers’ enthusiasm for the program
or the company.

While they must understand the
industry’s big-picture trends,
what’s most crucial for loyalty
marketers is focusing on their
own program’s performance,
through the lens of evolving
consumer expectations and
advances in customer experi-
ence facilitated by technology.
They should think bigger when
it comes to mobile channels, for
example, not even bothering
with mediocre mobile apps that
don’t stick. And they must inte-
grate loyalty features into mo-
bile devices, and aggregate data
gleaned from mobile with loyalty
and transactional data to create a
more holistic view of customers
and personalize marketing mes-
sages and loyalty offers.

The bottom line: The growth
in the loyalty industry means
customers have become more
selective about which pro-

grams they actually use. For
run-of-the-mill programs with
irrelevant value propositions,
this could spell trouble. But
thoughtfully designed programs
that cater to consumers in
relevant and valuable ways are
seeing promising results.

Active Participation

46%

Source: The 2015 COLLOQUY Loyalty Census

(Gradual slide in membership participation levels since 2010
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B ; b Loyalty Talks
B ]. hu r dle Our sweeping analysis of loyalty marketing from 2012 to 2014 reveals
what's working, what's stumbling and how to step up the game.

THE BAD NEWS

Once signed up, members usually just ... fade away

l The average US. Householc

H 2012 2.6 BILLION is enrolled in 29 loyalty
programs but is active in INACTIVE
only 12. MEMBERS

,  900.8 M MEMBERS

LOYALTY:
THE MAJOR PLAYERS

Financial services, specialty retail
and airlines account for the majority of
all memberships. The fastest expansion
came in restaurants and drugstores.
The emerging platforms sector - from
daily deals to online travel agencies -
is gaining speed.

39%

1.3 B MEMBERS

THE NEW KIDS T SsmmenseRs
ON THE BLOCK 13%

These emerging platforms Mﬂiﬁmﬁ PLATFO‘““
account for 13% of all memberships.

DAILY DEALS - POINT AGGREGATORS - ONLINE TRAVELAGENCIES - CASHAND DISCOUNT ONLINE PLATFORMS - MOBILE REWARDS - CARD-LINKED OFFERS

MOVERS AND SHAKERS THE ANTIDOTE FOR SAGGING ENGAGEMENT

« Fearless, detailed review of loyalty program

DRUGSTORES GREW

%
FROM 2012

+ Intensely personalized customer interactions

- Sharing insights across the organization

« Vligorous integration of technology and mabile channels
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Census By Sector —

Breakdowns by Industry

No matter the sector, loyalty programs must
fit customers’ needs, enhance their lives and
change as they change. Smart loyalty oper-
ators understand their programs as part of
a holistic customer experience and embrace
innovative technology to deliver seamless
services and interactions. The core loyalty
sectors — retail, financial services and travel/
hospitality — each encountered specific loy-
alty events over the two-year period, and
had plenty in common, too.

WWW.COLLOQUY.COM
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Membership Growth
in Drugstores

261.6

MILLION MEMBERS

INCREASE

Source: The 2015 COLLOQUY
Loyalty Census

There was an 88% loyalty program
membership growth in the drugstore
category.

WWW.COLLOQUY.COM
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[RETAIL SECTOR]

Retailers of all sizes and stripes continue to experiment to cre-
ate enhanced and relevant customer experiences. Growth is
especially strong among drugstores, while grocery stores have

slipped a bit (2%).

Some growth in grocery stores,
though, could come from areas not
traditionally involved in loyalty, such
as value-focused brands or premium
brands. Across all subsectors, savvy
retailers are integrating the latest
mobile and social tools into their
loyalty strategies and creating omni-
channel shopping experiences.

SNAPSHOT: DRUGSTORES
(267.6 million members)

The launch of Walgreens’ Balance
Rewards program in 2012, which hit
100 million members in its first two
years, made a big contribution to the
healthy 88% growth in the drugstores
category. Meanwhile, Rite Aid and
CVS Health debuted tailored programs
that indicate a trend among retailers
with pharmacies to open separate and
distinct sub-loyalty programs: In 2013,
Rite Aid launched wellness 65+ in its
wellness+ program, and CVS, which
has long had a storewide loyalty pro-
gram, rolled out Rx Rewards.

SNAPSHOT: GROCERY
(169.7 million members)

The numbers for the grocery sector
indicate continued but gradual
decline in memberships (2%). How-
ever, that number belies a subsector
with a lot going on. Some grocery
stores got out of the loyalty game
altogether to better focus on every-
day low prices; in 2013, the operator
of Albertson’s, Shaw’s, Acme Mar-
kets and Jewel-Osco announced the
elimination of all loyalty programs.
Value-focused Walmart, on the other
hand, entered the space with Savings
Catcher, a price-matching mobile
app. Since the 2014 third-quarter
launch, Savings Catcher has been
downloaded tens of millions of times.
Elsewhere, stalwarts Kroger and
Safeway continue to invest heavily in
their loyalty programs, while Whole
Foods - in the premium grocer
category that typically doesn’t offer
loyalty value propositions — expects
to launch its program by the end of
2015. Grocery stores also ramped up
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their fuel-rewards offerings during
the 2012 to 2014 period as gas prices
in many U.S. cities topped a record
S4 per gallon in 2013.

SNAPSHOT: SPECIALTY RETAIL
AND DEPARTMENT STORES

(433.5 million members, specialty retail;

2296 million members, department stores)

Membership grew 20% among
specialty stores and 18% among
department stores. In previous years,
growth was driven by private-label
cards, traditionally in department
stores. Now specialty retailers are
paying more attention: Gap Inc. is
emphasizing its existing GapCard, for
example, and GameStop launched a
proprietary card. Non-card-specific
programs are growing, too, with the
mid-2012 debut of Sports Authority’s
The League and the 2014 launch of

PREDICTIONS FOR RETAIL SECTOR:

COLLOQUY Loyalty Census

FEBRUARY 2015

Koh!’s Yes2You rewards. On the technol-
ogy front, companies are integrating the
latest mobile and social tools into their
loyalty strategies to create omni-
channel shopping experiences.
Sephora’s My Beauty Bag program, for
example, enables members to track favor-
ite products, purchases and rewards.

Specialty and Department
Store Membership

Other strong players in the retail
sector included specialty and
department stores.

SPECIALTY

AL STORES

Source: The 2015 COLLOQUY Loyalty Census

SNAPSHOT: OTHER RETAILERS

(164.3 million members, mass mer-
chants; 24.5 million members, fuel/
convenience)

Elsewhere in the retail industry,
stores in the fuel and conve-
nience subsector saw mem-
bership numbers fall 3% — the
smallest part of the overall
loyalty pie, not just among
retailers but also among all
industries surveyed in the 2015
COLLOQUY Loyalty Census.
Fuel and convenience stores
have struggled to find their
footing in the loyalty game
and create value propositions
and reward structures that
appeal to consumers. Mass
merchants, on the other hand,
saw a more robust growth rate
of 17%.

The sector will continue to be a mixed bag. Growth in drugstores is
likely to continue, and we'll likely see more revamped programs to
compete with Walgreens. As the 65-plus population grows, distinct
pharmacy programs will, as well. In the grocery subsector, we expect
membership to remain flat even though some stores have abandoned
their loyalty programs, as others - namely value stores or premium
categories - consider launching them. Grocers that have abandoned
their programs to compete with big-box counterparts must find ways
to ensure sustainable growth. Approaches could include changing
program design and strategy, or perhaps leveraging transactional

WWW.COLLOQUY.COM

data to optimize pricing, promotion and merchandising. In addition,
short-term promotional loyalty programs - such as BrandLoyalty's
merchandise-reward campaigns popular in Europe and Asia - are
likely to gain a foothold in the United States. Consumers don't seem to
have lost their appetite for grocers' fuel-rollback rewards programs,
but U.S. gas prices are dramatically lower at the start of 2015, so there
could be change in that area. Leading retailers will also continue to
differentiate themselves by investing in innovative technologies and
customer experience strategies, and we predict the most advanced
experience solutions will come from specialty retailers.
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[EINANCIAL SERVICES SECTOR]

Financial services marketers are still eking out a bit of growth —
5% from 2012 to 2014 — but this sector faces challenges from
several directions.

The explosion of prepaid cards, the proliferation of store credit cards and
the unprecedented threat to the traditional retail banking industry from
non-traditional players, such as mobile wallets, will all keep the

financial services sector on its toes. The number of prepaid cards in the
United States grew by nearly 50% from 2010 to 2014, with more than $500
billion now spent through them, and most prepaid cards don’t have
loyalty initiatives or benefits attached.

Banks could face the risk of losing share as consumers shift some
spending from conventional credit cards to store cards. Lastly, nontraditional
players (PayPal’s loyalty program that launched in 2014, new mobile-based payment
systems) will demand that banks make their loyalty programs cost-effective to
remain competitive.

PREDICTIONS FOR FINANCIAL
SERVICES SECTOR:

Banks and other traditional financial services firms
must find ways to use loyalty mechanics to integrate
prepaid cards into their retention and growth strate-
INCREASE gies. They'll also need to find cost-effective funding
sources and reward mechanisms, such as card-linked
548.3 offers, which deliver promotions and rewards in real

Financial Membership Growth

2%

million
2012 members - [T time. Finally, security risks are ever-present and
introduce the threat of changing standards. Data will
577.9 continue to play a significant role in this sector, and
2014 million while that might mean risks, it also means banks have
members 0 Q .
INCREASE an unparalleled amount of information for segmenting
Source: The 2015 COLLOQUY Loyalty Census customers based on engagement.

WWW.COLLOQUY.COM
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[TRAVEL & HOSPITALITY SECTOR]

This is a sector long known for scratching each others’ backs. Hotels and
car rental companies continue to partner with airlines’ frequent flyer
programs to provide reciprocal benefits. In the analysis period of 2012 to
2014, hotels saw a healthy 29% uptick in memberships, while airlines
lost a little ground with a 4% drop. Airlines sit on a wealth of consumer
information in their loyalty databases and would be wise to figure out
how best to use it as part of an enterprise-wide consumer experience.

SNAPSHOT: AIRLINES

(355.9 million members)

SNAPSHOT: HOTELS
(288.7 million members)

It’s been a time of rapid change for Hotels have started tailoring cus-

the industry, and it is reflected in the
loyalty membership numbers, which
saw a slight decrease. Nonetheless,
airlines still make up the lion’s share
of memberships in the sector. Issues
affecting airlines include consolida-
tion of carriers and their loyalty

Restaurant Membership Growth

17%

il ’
2014 5 members ,E

programs (American
Airlines and US
Airways in 2013, for
example, among
others); competition
from reward pro-
grams by online
travel agencies
(Orbitz, Priceline
and Expedia); and
customer defection
following announce-
ments by major air
lines that they will
switch to a revenue-

based rewards model rather than a
mileage-based one.

WWW.COLLOQUY.COM

tomer experiences to engage differ-
ent segments of travelers. In par-
ticular, they have taken notice that
four out of 10 guests now fall be-
tween the ages of 18 and 36. Among
those efforts, hotels are increasing
their digital offerings and allowing
guests to book rooms using Twitter.

SNAPSHOT: OTHERS

(156.5 million members, gaming; 54.8
million members, restaurant; 44.9 mil-
lion members, car rental and cruise)

While it’s one of the smaller sub-
sectors of travel and hospitality, the
restaurant industry continues to
show an appetite for growth. As more
restaurants rolled out loyalty plat-
forms, membership grew 107% from
2012 to 2014, following a 171% jump
from 2010 to 2012. The other subsec-
tors showed more modest growth

— 4% for the gaming industry and 14%
for the rental car/cruise industries.
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PREDICTIONS FOR TRAVEL
AND HOSPITALITY SECTOR:

Additional loyalty membership consolida-
tion might be in store as more hotels and
airlines recognize the benefit of partner-
ing with non-traditional industries to help
stave off competition from players such
as online travel agencies. While airlines

in particular face continued challenges,
they are sitting on a wealth of traveler
information in loyalty databases. The trick
will be using that information to engage
customers at a deeper level. Through
partnerships, they can build more thor-
ough, ultra-personalized profiles of each
traveler and what he or she does beyond
the airline. They can use such analytics to
recognize and reward high-value custom-
ers, for example offering valet pick-up at
the airport or letting them choose froma
select menu of in-flight meals. And they
can use loyalty programs to aggregate
data across silos (reservations, e-mail,
website data, etc.). Leveraging a wealth of
dataand investing in technology will allow
airlines, as well as the other subsectors in
travel and hospitality, to deploy highly cus-
tomized and cutting-edge loyalty platforms.

WWW.COLLOQUY.COM
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Travel/Hospitality Memberships

‘llli’ 54.8

288.7

MILLION

Source: The 2015 COLLOQUY Loyalty Census

Airlines make up the lion's share of membership in the travel and hospitality sector.
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[EMERGING PLATFORMS SECTOR]

A number of categories don’t fall into the two main program types,
proprietary and partnerships, typically offered by the industries
traditionally active in loyalty programs (retail, financial and travel
services). We call these emerging programs, and they include ev-
erything from large e-commerce programs like Amazon Prime,
daily deals like Groupon and Living Social and point aggregators
like Points.com.

Emerging Platforms

Others in this sector include
cash and discount online
platforms, such as Ebates and
eBayBucks, as well as online

travel agencies such as Expedia. 1 3%
com, Orbitz and Priceline.com.

The emerging platforms sector of OVERALL
is gl‘OWil’lg qUiCkly, and we’re MEMBERSHIP

not able to track everything.
But based on what we found,
emerging platforms accounted
for at least 13% of overall loyalty
memberships in 2014.

Source: The 2015
COLLOQUY Loyalty Census

Emerging platforms - from daily deals to online travel
agencies —account for 13% of overall loyalty memberships.

PREDICTIONS FOR EMERGING PLATFORMS SECTOR:

Among this sector, retail discount-based platforms (daily deals, cash and online discounts like
Ebates and eBayBucks) are seeing some decline, while mobile loyalty reward programs (Belly,
Five Star, Perka) are gaining popularity. For those that demonstrate ROI to business partners and
relevance to customers, we predict more growth in memberships.

WWW.COLLOQUY.COM
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Growth in Every Single Category

[RESULTS FOR CANADA]

The COLLOQUY Loyalty Census has included research examining
Canada’s loyalty industry since 2008, with analysis of the size and
growth of the market. Overall membership growth in the 2012

to 2014 period was healthy, with an 8.1% rise in the number of
Canadian enrollments in membership programs — 129.73 million,

up from 119.97 million in 2012.

The loyalty-marketing industry in
Canada is both mature and sophisti-
cated, translating to stability that
shows in the Census results — there
is no wild swing in membership
numbers nor great variance in perfor-
mance among sectors. Consumer
comfort with
and embrace of

130 MILLION

2014

coalition loyalty
programs is
more secure
in Canada, as
well, which is
reflected in the

Census results.
INCREASE

Overall Canada membership growth in 2012 to 2014 period was healthy, with
an 8.1% rise in the number of Canadian enrollments in membership programs

-129.73 million, up from 119.97 million in 2012.

Source: The 2015 COLLOQUY Loyalty Census

WWW.COLLOQUY.COM

In a further sign
of the strength
of the industry,
the numbers
improved in
every category, for the first time
since COLLOQUY began compiling
Canadian research. The 8.1% overall
growth reversed the 0.6% slight dip
from 2010 to 2012. Growth in Canada
is more moderate than in the United
States, and we expect that trend to

continue. One of the limits on
Canadian membership is the
popularity of coalition multi-
merchant programs, creating a
market that is less sensitive to
large individual players revamp-
ing or building programs. One
potential area for growth is in
creating loyalty propositions that
are relevant to the immigrant
population, which accounted for
most of the 2.7% rise in Canada’s
population since 2012.

OTHER KEY CANADIAN FINDINGS

+ Theretail sector - by far the
meatiest sector in Canada’s
industry breakdown — had the
biggest jump, with growth of 12.3%
and membership totals hitting
62.1 million from 55.3 million in
2012. Retailers were on the move
in Canada, adding locations and
revamping their loyalty programs.
PCPlus and Canadian Tire gave
their programs facelifts, with
Canadian Tire adding an app and
partnering its Sport Chek brand
with loyalty operator SCENE.
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Memberships rose 6.5%in
the financial sector, thanks
in partto the 19% increase
inthe number of credit
cards in circulation.

WWW.COLLOQUY.COM
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+ The retail sector continues to

dominate in terms of sheer
size, accounting for nearly half
- 48% — of total Canada mem-
berships, a slight growth from
2012 when the sector made up
46% of the total pie. We expect to
see more membership growth
in retail, with brands such as
DSW and Nordstrom planning
to expand their footprints.
Despite Target’s highly pub-
licized planned exit from
Canada after just two years,
we predict that Canadian
businesses will try to match
the loyalty value propositions
of Target and others.

« The coalitions AIR MILES

Reward Program and Aeroplan
once again posted a strong
showing, with 3.7% overall
growth. AIR MILES, which
gained 1.5%, launched a
revitalized AIR MILES For
Business program in 2012,
offering exclusive business
rewards, invitations to net-
working events, access to
business articles and other
benefits. Aeroplan saw an 8.7%
increase, largely on the strength

of adding TD Bank as its new
credit card partner in 2014.

- Memberships rose 6.5% in the
financial sector, thanks in part
to the 19% increase in the num-
ber of credit cards in circulation.
The partnership of Aeroplan
and TD Bank also heightened
competition in rewards credit
cards, with Canadian banks
heavily promoting their of-
ferings. Because Canadian
companies are integrating new
technologies more slowly than
their U.S. counterparts, they
have an opportunity to learn
from others’ efforts and apply
best practices while integrating
digital channels for a smooth
and beneficial experience for
their customers.

Going forward, it’ll be more
crucial to use the voluminous
data collected by Canadian loyalty
marketers to create highly per-
sonalized rewards, to continue
investing in and embracing tech-
nology and to ensure that loyalty-
marketing initiatives are part of
an overall marketing practice that
supports the brand.
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Strong and
Steady

SUCCESS ALLARQOUND
For the first time since COLLOQUY began

benchmarkin “anadian industry in 2008,
there was growth in every single category.

RETAIL 12.3%
FINANCIAL 6.5%
COALITION 3.7%
TRAVELANDOTHER | 1.7%

' GROWTH SINCE 2012

48%

621M MEMBERS

14%

18.2M MEMBERS

OF INTEREST

POPULATION OF CANADA  NUMBER OF CREDIT CARDS
GREW 2 7% INCREASED 1 9

FROM 2012 FROM 2012
LARGELY VIAIMMIGRATION ~ BOOSTING FINANCIAL SECTOR

LOYALTY:
THE MAJOR PLAYERS

Retail is by far the meatiest sector,
accounting for nearly half of all memberships
as well as the most fast-paced growth.
Financial services, coalition programs
and the travel and other category -
travel, gaming, dining, entertainment
and more - round out the
loyalty picture.

COALITION
PROGRAMS

COLLOQUY

Loyalty Talks

i+

Our sweeping analysis of loyalty marketing in Canada from 2012 to
2014 reveals what's working, what's stumbling and how to step up the
game. The loyalty space is getting crowded, and companies must work
harder just to get on - and stay on - consumers' radars.

GROWING AGAIN

2014 total Canadian members rose 8.1%.

2010 120.72 MILLION [ e X LTS

¥ 1.0%

129.7 MILLION I & f L/
TOTAL CANADIAN MEMBERS

2012 119.97 MILLION

2014

2014 TOTAL MEMBERS:

129,730,000

26%

33.9M MEMBERS

THE TEAM PLAYERS

Coalition loyalty programs, which let consumers
earn rewards from multiple companies, are
uncommon in the United States. In Canada, on
the other hand, coalition loyalty programs are
popular and growing.

12%

15.3M MEMBERS

THEANTIDOTE FOR SAGGING ENGAGEMENT

» Fearless, detailed review of loyalty program
+ Intensely personalized customer interactions
+ Sharing insights across the organization

» Vigorous integration of technology and mobile channels
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=08 [,; GROWTH

3,300,000, 000

=
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o

Rather than being classi-
fied into a segment, each
customer should be seen
asa ‘'segment of one; with
investments made in tech-
nology to deliver on that.

WWW.COLLOQUY.COM
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[TAKEAWAYS]

FROM THE 2015 COLLOQUY LOYALTY CENSUS

It’s important to understand the big-picture industry trends we’ve laid
out in this report, but it is more essential that marketers focus on their
own specific programs within the context of these findings. The sheer
volume of loyalty programs out there is beyond any company’s control,
but how well its own loyalty platform engages members, enhances the
consumer experience and adapts to changing technology — those are
issues worth worrying about. Forward-thinking brands would do well to
think beyond how loyal behaviors benefit the brand and focus on what

their customers need.

Here are some practical suggestions
for applying the research and lessons
of the 2015 COLLOQUY Loyalty Census
in ways that take loyalty platforms to
the next level.

Scrutinize, assess and plan.
Marketers should conduct detailed
diagnostic reviews of their loyalty
programs’ performances. Does
everyone understand the key met-
rics (customer attrition rate, up-sell
and cross-sell rates)? How about
segment performance (which cus-
tomers are better than others,
customer potential)? What are the
benchmarks? Some areas likely are
working great, others not so well. It’s

critical to pinpoint both and address
the areas that need work.

Get highly personal.

Data provided by loyalty programs
should be used in more personally
relevant ways to create deeply
engaging customer interactions.
Loyalty offerings can be tailored
based on analysis of customer data,
and analytics provide the in-

sight to recognize high-value and
high-potential customers and al-
locate loyalty investments accord-
ingly. Rather than being classified
into a segment, each customer
should be seen as a “segment of
one, ” with investments made in
technology to deliver on that.
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Loyalty should be approached
holistically, not in isolation.

Loyalty is much more than just a
marketing tactic. A strategic loyalty
program contributes to the organiza-
tion at many levels, offering insights
into customers and data that can in-
fluence decisions organization-wide,
from staffing and inventory to pricing
and store layout. The program should
support the overall brand and be
synonymous with the organization’s
value proposition. Focusing on a strict
formula of “spend X, get Y” return on
investment is no longer enough.

Indeed, that approach must seam-
lessly integrate the loyalty program
into larger marketing activity and
technology. Location and behav-
ioral data generated from mobile apps
should be aggregated with loyalty and
transactional data to advance this
view of the customer. The loyalty pro-
gram should not compete internally
with other marketing promotional
activity. Instead, loyalty marketers
should consider a multi-motivators
approach, creating focused initiatives
that respond to specific consumer
preferences, whether that’s points,
discounts, short-term promotions,
member privileges or more.

Prioritize the overall consumer experience.
In all ways, loyalty marketers must
think of the consumer’s preferences and
needs at the moment and apply loyalty
data beyond marketing campaigns to
inform the entire customer experi-
ence strategy. They should identify the
elements that matter most to customers
and deliver them. They should inte-
grate technology that enables real-time
interactions and relevant dialogue to
enhance the customer experience and
give customers choice. Mobile commu-
nications should be integrated with, and
complement, other online and offline
channels to create a seamless, consis-
tent experience regardless of how the
consumer is interacting with the brand.

To be sure, there are challenges ahead: The
market is rife with loyalty programs, and
Americans are now enrolled in more of
them than they can possibly use. But for
the companies that use their loyalty plat-
forms as a means to better understand and
cater to their customers in personally rele-
vant and evolving ways, the loyal custom-
er base is there. With work and creativity,
programs can be elevated from humdrum
to wildly successful. Put another way: The
party can be turned up from one where
people casually put in an appearance into
one where people show up, join in on the
fun, and never want to leave.
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[APPENDIX]

METHODOLOGY AND CHANGES FROM THE 2013 COLLOQUY LOYALTY CENSUS

COLLOQUY first undertook a
comprehensive review of loyalty-
program memberships in 2000,
creating a benchmark for the
industry. This review process

has been a biennial enterprise
since 2006, and we’ve followed up
with companion Loyalty Census
research reports in 2007, 2009,
2011, 2013 and this 2015 report that
highlights the data and analysis
from our 2014 research.

We compiled our figures using

a variety of research sources,
including websites, press releases,
annual reports and third-party
publications, to estimate the
total number of adults belong-
ing to each program by market.
We supplemented these sources
by phoning and/or emailing

companies, primarily using our ex-
isting subscriber database, when we
could not find the data through the
available sources.

As we became aware of new pro-
grams, we added them to our list and
made every effort to quantify mem-
bership through primary research.

Since the inception of our loyalty-
marketing Census-taking, we have
continually refined the methodology
of our report to maintain its integrity
as the definitive account of U.S. and
Canadian loyalty members.

We continue to encourage feedback
from membership program opera-
tors and other industry experts as we
diligently pursue the most reliable
information available.
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