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What is loyalty?
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The theory of loyalty SOCIETY
i U
CUSTOMER NEED PROGRAMME STRUCTURE

RELEVANCE PERSONALISATION
(targeted offers and
communications ....)

(self actualisation)

RECOGNITION PEFERENTIAL TREATMENT
(social belonging) (tiering ...)
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A more scientifically rigorous approach can ACTUARIAL
help generate additional value SOCIETY
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SETTING UP A LOYALTY PROGRAMME

Define th Develop IT & ad fcards'sfl pp“?(ation
efine the programme’s evelop admin e orms & marketing
CVP and business case infrastructure Partner acquisition material
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Define the programme’s
CVP and business case

Targeted offers and
personalised rewards

CVP and business case

SETTING UP A LOYALTY PROGRAMME

Develop IT & admin
infrastructure

Partner acquisition
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Cards, application
forms & marketing
material

20 3@ 4%

Measuring and
improving

Most loyalty
programmes lose
steam here
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Acquiring customers,
managing earn and
burn of rewards
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A rigorous business case is important to test  ACTUARIAL
and refine the CVP SOCIETY
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LOYALTY BUSINESS CASE

Motivate internally
and externally
(IRR/ NPV) Plan Track performance

wl &

Identifyin? Identify
operational / Refine / Optimise sensitivities and
data issues CvP risk
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The classic loyalty business case is built on the ACTUARIALl

assgr.npho.n that customer behaviour will be SOCIETY

positively impacted OF SOUTH AFRICA
POTENTIAL FINANCIAL REWARD

Incremental profit due Cost of
to change in customer 0s :I
behaviour rewards
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c
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& - Uplift
E 7 Natural growth
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Drives rewards
expenses

Time
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i'Segment 1 'n;egment 2 'i|5egment 3 Total Book

5 year : year
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Account Account 5 year
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« Income
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Expected Expected Expected
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Bottom-up modelling approach SOCIETY
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SETTING UP A LOYALTY PROGRAMME

Define th Develop IT & ad fcards'sfl pp“?(ation
efine the programme’s evelop admin e orms & marketing
CVP and business case infrastructure Partner acquisition material

— 20 3 4G

Acquiring customers,

Targeted offers and Measuring and managing earn and
personalised rewards improving burn of rewards
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NAEN=T AL = AkF
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Genetic matching is used to create two groups of customers
that are very similar in terms of their fransactional behaviour
but in one group all the customers are members and in the

other group no customers are part of the programme
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Quantifying behaviour change @>S0OCILTY
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Targeted offers and personalised rewards

Define the programme’s
CVP and business case

Targeted offers and
personalised rewards

7%
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SETTING UP A LOYALTY PROGRAMME

Cards, application
forms & marketing

Develop IT & admin
material

infrastructure Partner acquisition

— 20 3 4G

Acquiring customers,

Measuring and managing earn and

improving burn of rewards
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Profiling allows us to understand and serve ACTUARIAL
customers better @>-SOCILTY

(R R
CAMPAIGN INTELLIGENCE / CAMPAIGN
CENTRIC COST / ROI e PROS AND CONS

Y Filtering ) ¢ Sequential - Overly simplistic
o—> 0—> 0—>» 0—>» - (Centred around
offers
{o Single segmentation * * + Simpler to
implement
é Multiple segmentation * * *
- May be perceived
Behavioural propensi v as Invasive
’. propensity * * * * o—> + Can positively
*—> impact loyalty of a
e *—> customer
ﬂr Personalisation * * * * * o= + Centred around
individuals

CUSTOMER Parallel + Different campaign
CENTRIC objectives per
ﬁ ‘I.B m (ﬁ, individual
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Relevant communications have the most ACTUARIAL

impact on behaviour SOCIETY
Relevance: 6x
Richer offers: 3x
Timing: 2X
Creative: 1.35x
Channel: 1.25Xx
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Millennials are driving the need for businesses ACIUARIAL
to send personalised communications @>OCILTY
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NO oy
H\PSTERS

(" "IN 1;

NO WAIT
HAMSTERS...
NO HAMSTERS./
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Targeted offers can add value, but can also  AcTUARTAL
annoy customers if it isn’t helping them SOCFIRETY

OF SOUTH A
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Targeted offers can add value, but can also
annoy customers if it isn't helping them
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ACTUARIAL SOCIETY 2015 CONVENTION

Thank you

The science of loyalty

Steve Burnstone

steve@eighty20.co.za
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Some programmes are better than  ACTUARIAL
others @t

600 50% or more active users

Pick n Pay Smart Shopper ®

Clicks ClubCard ®
500
400
Dischem Benefits
Number of Discovery Vitality L
respondents EDCONThank U ° Wrowargs @ PNB eBucks Rewards
300 Ster Kinekor Movie Club @ * wards
[ ]
Spur FAMILY CARD @
My School [ My Village | My
Plnet
200
ks @
Voyager ® Fanatics
MTN 141 ® Discovery Card ® Standard Bank Uc:unt
oy Absa Rewards
] Vida e Caffe
100 . e ® oo e ©
L] — .
- & oy Nedbank Greenbacks My SPAR Rewards Club Card
0
0% 10% 20% 30% 40% 50% 60% 70% 80% 0%

%o Active users
ludes programmes: Discovery Vitality Drive | Sorbet Society | Avios Travel Rewards
gramme | Shoprite] Checkers EeziCoupons | Momentum Multiply | Spur Secret Tribe |
ates Skywards | Wild Card | Liberty Own Your Life Rewards | TFG Rewards and More |
Vodacom Talking Points
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50%b or more active users

Pick n Pay Smart Shopper @

Clicks ClubCard ®

Dichem Benefits

Discovery Vitalty *

° .

WRewards @ FNB 2Bucks Rewards
wards

My School / My Village | My
Planet

Fanatics @
Voyager @
MTN14L ® Discovery Card @ Standard Ba_n_k. QTunt
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Loyalty objectives need to be related tothe /AR A]j

CVP

DATA
COLLECTION

BEHAVIOUR
CHANGE

CUSTOMER
ENGAGEMENT

SOCIETY

OF SOUTH AFRICA

Collected data should be actionable and useful

Programme rules:
«  Membership fees
Earn
Ease of redemption/ channels
Tiering levels
Point expiry

Simple and fransparent

Perceived as valuable by customers
Inclusive

Represented well by staff
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