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Introduction

In today's competitive marketplace, businesses are constantly looking for ways to stand
out from the competition. One way to do this is to create a strong customer loyalty
program. A customer loyalty program is a marketing strategy that rewards customers for
their repeat business.

There are many different types of customer loyalty programs, but they all have one goal
in common: to keep customers coming back for more. Some common types of customer
loyalty programs include:

Points-based programs: Customers earn points for every dollar they spend,
and they can redeem these points for rewards such as free products,
discounts, or travel.

Tiered programs: Customers are placed into different tiers based on their
spending, and they receive different rewards depending on their tier.

@ Rewards programs: Customers earn rewards for specific actions, such as
signing up for a loyalty program, making a referral, or writing a review.

Customer loyalty programs can be a very effective way to increase customer retention and
sales. In fact, a study by Bain & Company found that a 5% increase in customer retention
can lead to a 25-50% increase in profits.

However, not all customer loyalty programs are created equal. In order to be successful, a
customer loyalty program must be well-designed and well-executed. The program must
be easy to understand and participate in, and the rewards must be valuable enough to
keep customers coming back.

This eBook is your guide to creating a successful customer loyalty program. The guide
covers everything from the basics of customer loyalty programs to more advanced
strategies.| encourage you to read it carefully and to implement the tips that are provided.

(B> Ambassador | The Ultimate Guide to Customer Loyalty www.getambassador.com



http://www.getambassador.com

Customer Lifetime Value (CLTV)

Customer lifetime value (CLTV) is a measure of the total revenue a business can expect
to earn from a customer over the course of their relationship with the business. CLTV

is an important metric for businesses to track because it can help them to make better
decisions about how to allocate their resources.

There are a few different ways to calculate CLTV. One common method is to use the
following formula:

Average Average
= Customer X Customer
Value Lifespan

Average Customer Value is the average amount of money a customer spends with a
business over the course of their relationship with the business. Average Customer
Lifespan is the average number of years a customer stays with a business.

Once you have calculated CLTV, you can use it to make better decisions about how to
allocate your resources. For example, you can use CLTV to decide which customers to
target with marketing campaigns, which products to offer, and how much to invest in
customer service.

Customer Lifetime Value
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Lifetime Value = (Average Order Value) x (Number of Repeat Sales) x (Average Retention Time)
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There are a few things you can do to influence CLTV. One is to increase the average
customer value. This can be done by offering high-quality products or services, providing
excellent customer service, and running effective marketing campaigns. Another way to
influence CLTV is to increase the average customer lifespan. This can be done by providing
excellent customer service, offering loyalty programs, and making it easy for customers to
do business with you.

By understanding CLTV and how to influence it, you can make decisions about how to
better allocate your resources and improve their bottom line.

Here are * Focus on customer retention. The longer a customer
some tips for stays with your business, the more money they will
influencing spend with you.

CLTV: e Offer loyalty programs. Loyalty programs can help

you to keep customers coming back for more.

* Provide excellent customer service. Customers who
are happy with your customer service are more
likely to stay with your business.

* Make it easy to do business with you. The easier it
is for customers to do business with you, the more
likely they are to stay with you.
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The Customer Journey

The customer journey is the series of interactions a customer has with a brand, product,
or service as they become aware of a pain point and make a purchase decision. While
the buyer's journey refers to the general process of arriving at a purchase, the customer
journey refers to a buyer's purchasing experience with a specific company or service.

The customer journey can be broken down into five stages:

Awareness LW,

~ P d
The customer @
becomes aware of a

problem or need.

P Consideration
. 6 . The customer begins
R R to research potential
e solutions.
Evaluation
The customer %
compares different
solutions and makes a
decision.
Purchase
The customer makes
a purchase.

Post-purchase

The customer ﬁ*ﬁ

experiences the O
product or service fv\
and forms an opinion

about it.
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The customer journey is an important concept for businesses to understand because it can
help them to improve the customer experience at every stage.

Retain

\\ —

Customer
Loyalty Life
Cycle

M. Engage
’

By understanding the customer journey, businesses can identify opportunities to improve
the customer experience and increase customer satisfaction.

Here are some @ The customer journey is not linear.
additional things Customers may move back and forth

to keep in mind between stages of the journey.

when designing

your customer

journey: @ The customer journey is different for every

customer. Customers have different needs
and expectations.

@ The customer journey is constantly evolving.
Customer needs and expectations change
over time.
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The Psychology of Loyalty

The psychology of loyalty is a complex and fascinating topic. There are many different
factors that influence customer loyalty, including:

Perceived value

ﬁ,‘ Customers are more likely to be loyal to brands that they perceive to

b be providing value. This value can be in the form of quality products or

services, competitive prices, or excellent customer service.
Brand affinity

S Customers are more likely to be loyal to brands that they have a positive

m emotional connection with. This connection can be based on shared
values, experiences, or simply a feeling of familiarity.
Reciprocity

Eﬂ Customers are more likely to be loyal to brands that they feel have

8 a been fair and generous to them. This can be through things like offering
discounts, providing excellent customer service, or simply being a good
corporate citizen.
Fear of missing out (FOMO)

o Customers are more likely to be loyal to brands that leave them feeling
EE that they will miss out on something if they don't continue to do business
oo with them. This can be through things like exclusive offers, limited-time

discounts, or early access to new products or services.
Social proof

o ) Customers are more likely to be loyal to brands that they see other

B people using and enjoying. This is because they want to be part of the
"in" crowd and feel like they are making the right choice.
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There are many theories that can be applied to customer loyalty, but these are the three
most common that you should know as you build your program:

Expectancy theory states that people are more likely to behave in a certain way if they
believe that their behavior will lead to a desired outcome. In the context of customer
loyalty, this means that customers are more likely to continue doing business with a
company if they believe that they will receive a valuable reward for doing so.

N+
Effort Performance Reward
"Is this a brand i want to "Will completing this "Are these desirable
shop with?" action lead to a reward?" rewards i want to keep
receiving?"

Social exchange theory states that people are motivated to maintain relationships with
others when they believe that the relationship is beneficial to them. In the context of
customer loyalty, this means that customers are more likely to continue doing business
with a company if they believe that the company is providing them with a valuable product
or service.

Cognitive dissonance theory states that people are motivated to reduce feelings of
discomfort that arise when their beliefs or behaviors are inconsistent. In the context of
customer loyalty, this means that customers are more likely to continue doing business
with a company if they have invested time, money, or effort into the relationship.
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The Economics of Loyalty

The economics of loyalty is the study of the costs and benefits of customer loyalty
programs. Businesses need to carefully consider the costs of implementing and running a

loyalty program before they launch one.

The costs of a loyalty
program can include:

The cost of implementing
the program: This can
include the cost of designing
the program, licensing a
scalable loyalty platform,
and training employees.

The cost of rewarding
customers: This can include
the cost of discounts, free
products or services, and
other rewards.

The cost of marketing the
program: This can include
the cost of advertising,
public relations, and other
marketing activities.

The benefits of a loyalty program
can include:

Increased customer retention: Loyal
customers are more likely to continue
doing business with a company, even when
faced with competition.

Increased consumer spending: Loyal
customers tend to spend more money with
a company than new customers.

Reduced customer acquisition costs:
Loyal customers are less likely to defect to
a competitor, which can save a company
money on customer acquisition costs.

Increased customer advocacy: Loyal
customers are more likely to recommend a
company to their friends and family, which
can help to attract new customers.

The economics of loyalty can be complex, and there is no one-size-fits-all solution. The
best way to determine the costs and benefits of a loyalty program is to conduct a cost-

benefit analysis.
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The Technology of Loyalty

The technology of loyalty is the use of technology to manage customer loyalty programs.
There are a number of different technologies that businesses can use to track customer
behavior, reward customers, and manage their loyalty programs.

The Benefits of Loyalty Technology

TTTTT Increased efficiency

Technology can help businesses to automate many of the tasks involved in
@ running a loyalty program, such as tracking customer spending, processing

rewards, and managing customer data. This can free up employees to focus
on other tasks, such as customer service and marketing.

Q Improved customer experience

Technology can help businesses to create a more personalized and
engaging customer experience. For example, businesses can use
technology to send targeted messages to customers, offer personalized
rewards, and track customer behavior. This can help businesses to build
stronger relationships with their customers and encourage them to return
for more.

*o
=5

Increased data insights

Technology can help businesses to collect and analyze data about their
customers. This data can be used to improve loyalty programs, target
marketing campaigns, and make better business decisions.

2y

Enhanced personalization

110e)

Collect and analyze customer data to create personalized experiences that are
more relevant and engaging. Paired with machine learning or Al, this will lead to
dramatically increased customer satisfaction, loyalty, and ultimately, revenue.
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The customer lifetime value (CLV) is the total revenue that
a customer is expected to generate over the course of their
relationship with a business.

The customer journey is the path that a customer takes from
first becoming aware of a business to making a purchase.

The psychology of loyalty is the study of the factors that
influence customer loyalty. These factors include things like
customer satisfaction, perceived value, and brand affinity.

The economics of loyalty is the study of the costs and benefits
of customer loyalty programs. Businesses need to carefully
consider the costs of implementing and running a loyalty
program before they launch one.

The technology of loyalty is the use of technology to manage
customer loyalty programs; to track customer behavior,
reward customers, and manage their loyalty programs.



13 practical tips for businesses
regarding customer loyalty programs

° Set clear goals for your loyalty program. @ Choose the right rewards for your

What do you want to achieve with your
loyalty program? Do you want to increase
customer retention, increase customer
spending, or both? Once you know your
goals, you can design a program that is
tailored to achieve them.

Make it easy to participate in your loyalty
program. The easier it is for customers
to participate in your loyalty program, the
more likely they are to do so. Make sure
the sign-up process is simple and that
customers can earn rewards quickly and
easily.

Personalize your loyalty program. The
more personalized your loyalty program
is, the more likely your customers are

to engage with it. You can personalize
your loyalty program by offering
different rewards to different types of
customers or by providing personalized
recommendations.

Make changes to your loyalty program as
needed. Your loyalty program should be a
living document that you can change and
improve as needed. If you're not seeing the
results you want, don't be afraid to make
changes to your program.
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customers. The rewards you offer should
be valuable to your customers and relevant
to your business. For example, if you

sell coffee, you could offer free coffee,
discounts on coffee, or early access to new
products.

Market your loyalty program to your
customers. Let your customers know
about your loyalty program and how they
can participate. You can market your
loyalty program through your website,
social media, email marketing, and in-store
sighage.

Measure the success of your loyalty
program. It's important to measure the
success of your loyalty program to make
sure it is meeting your goals. You can
measure the success of your loyalty
program by tracking customer retention,
customer spending, and customer
advocacy.

Keep your loyalty program fresh.Customers
get bored easily, so it's important to keep
your loyalty program fresh. You can do this
by offering new rewards, running contests,
and adding new features to your program.
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@ Listen to your customers. The best way to
improve your loyalty program is to listen
to your customers. Ask them what they
like and don't like about your program and
what they would like to see changed.

° Customer behavior: B2C customers are
more likely to make impulse purchases,
while B2B customers are more likely to
make planned purchases. This means

that B2C loyalty programs can be more
focused on rewarding customers for repeat
purchases, while B2B loyalty programs can
be more focused on rewarding customers
for referrals or for making large purchases.

Be patient. It takes time to build a
successful loyalty program. Don't expect to
see results overnight. Be patient and keep
working at it, and you will eventually see
the benefits of your loyalty program.

Customer needs: B2C customers are more
likely to be motivated by rewards that

are personal and tangible, such as free
products or services. B2B customers are
more likely to be motivated by rewards
that are professional and intangible, such
as access to exclusive content or discounts
on future purchases.

Customer communication: B2C customers are more likely to be reached through channels like
email and social media, while B2B customers are more likely to be reached through channels
like email and direct mail. This means that B2C loyalty programs need to be designed with
these channels in mind, while B2B loyalty programs can be more flexible in terms of how they

communicate with customers.

By understanding the differences between B2C and B2B customers, businesses can design loyalty
programs that are more effective at reaching and engaging their target audience.
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Measuring the Success of Your
Customer Loyalty Program

The most effective marketers measure customer loyalty by tracking a variety of metrics,
including:

Customer retention rate

This is the percentage of customers who continue to do business
with a company over a period of time. A high customer retention rate
indicates that a company is doing a good job of keeping its customers
happy and satisfied.

C

Customer satisfaction score

products or services. A high customer satisfaction score indicates that

This is a measure of how satisfied customers are with a company's o
customers are happy with what they are getting from the company. é

Net promoter score

This is a measure of how likely customers are to recommend a <<
company to their friends and family. A high net promoter score s
indicates that customers are very happy with the company and are e e
willing to promote it to others.

Repeat purchase rate

This is the percentage of customers who make repeat purchases from

a company. A high repeat purchase rate indicates that customers -'
are happy with the company's products or services and are likely to oo
continue doing business with the company in the future.

Customer lifetime value

This is the total amount of money that a customer is expected to spend (S K-~ ]
with a company over the course of their relationship with the company. ,.
A high customer lifetime value indicates that a company is doing a A

good job of building relationships with its customers and keeping them
coming back for more.
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Here are some additional tips for measuring customer loyalty

Track customer loyalty Compare customer loyalty Use customer feedback
over time. Customer loyalty to industry benchmarks. By to improve loyalty. One of
can fluctuate over time. By comparing customer loyalty the best ways to improve
tracking customer loyalty to industry benchmarks, customer loyalty is to listen
over time, marketers can marketers can get a better to customer feedback
identify trends and make understanding of how their and make changes to the
changes to their marketing company is doing relative to company's products or
strategies as needed. their competitors. services based on that
feedback.

Here are some other metrics that marketers use to
measure customer loyalty

Customer churn rate: This is the percentage of customers who stop doing business with a company
over a period of time. A high customer churn rate indicates that a company is losing customers and
needs to take steps to improve customer retention.

Customer advocacy score: This is a measure of how likely customers are to defend a company
against negative comments or criticism. A high customer advocacy score indicates that customers
are very happy with the company and are willing to go out of their way to support it.

Customer engagement score: This is a measure of how active customers are with a company's
products or services. A high customer engagement score indicates that customers are using the
company's products or services regularly and are getting value from them.

Customer sentiment score: This is a measure of how positive or negative customers feel about a
company. A high customer sentiment score indicates that customers are happy with the company
and its products or services.

Customer social media score: This is a measure of how active customers are on social media about
a company. A high customer social media score indicates that customers are talking about the
company and its products or services on social media.

By tracking these metrics, marketers can get a better understanding of how customers feel about a
company and what they can do to improve customer loyalty.

These metrics and analytics can provide you with additional insights into the performance of your
customer loyalty program. By tracking these metrics, you can identify areas where you can improve
your program and make it more effective in attracting, retaining, and engaging customers.
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Here are some tips for using customer loyalty platform
dashboard metrics and analytics:

Set goals: Before you start tracking metrics and analytics, it's important to set goals for your
customer loyalty program. This will help you to determine which metrics are most important to
track and to identify areas where you need to improve.

Track over time: It's important to track metrics and analytics over time so that you can see how your
customer loyalty program is performing. This will help you to identify trends and to make changes
to your program as needed.

Compare to benchmarks: It's also helpful to compare your metrics and analytics to benchmarks
to see how you're doing relative to other businesses. This can help you to identify areas where you
need to improve and to set realistic goals for your customer loyalty program.

Use data to make decisions: The most important thing is to use the data you collect to make
decisions about your customer loyalty program. This will help you to ensure that your program is
effective in attracting, retaining, and engaging customers.
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Conclusion

In conclusion, customer loyalty programs are a powerful tool that can help businesses

to increase customer retention, sales, and profits. However, in order to be successful, a
customer loyalty program must be well-designed and well-executed. The program must
be based on a clear understanding of your target customers, easy to use and understand,
flexible, and integrated with your other marketing efforts.

If you are considering creating a customer loyalty program, | encourage you to read the
document that you have provided carefully. The guide covers everything you need to know
to create a successful customer loyalty program.

[ would also like to leave you with a few final thoughts:

Customer loyalty programs should be a long-term
investment. They take time to build, but they can pay

off handsomely in the long run. They should also be
constantly evolving as your business and customers’
needs change, so should your loyalty program. Your
loyalty program should be more than just a way for your
customers to collect points and redeem rewards. It should
be a way to build relationships with your customers and to
make them feel valued.

At Ambassador, we believe that customer loyalty programs
are essential for any business that wants to be successful
in today's competitive marketplace. By following the tips in
this document, you can create a customer loyalty program
that will help you to surpass your business goals and

grow your revenues by understanding and engaging your
existing customers.
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Ambassador empowers marketing teams
to increase revenue by leveraging the
power of referrals.

Our flexible relationship marketing software automates the process of enrolling,

tracking, rewarding, and managing affiliates, influencers, partners, and fans. This allows
B2B companies, consumer brands, and agencies to quickly build, scale, and optimize
referral marketing programs. Ambassador's APl also seamlessly integrates with existing
technologies, enabling companies to create a custom experience while tightly integrating
with their brand.

Founded in 2010, Ambassador's referral marketing automation technology is used
by hundreds of companies, including CIBC, JLo Beauty, Visible, Oportun, Lumio, and

Universal Music Group.

For more information, visit www.getambassadorcom.
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