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CHAPTER 5 

CONCLUSIONS AND DISCUSSION 

 

 

5.1 Overview 

This thesis responds to the call for a more thorough understanding of the effects of loyalty 

programs (LPs) in general and coalition (or multi-vendor) LPs in particular (Ferguson & 

Hlavinka 2006; Blattberg, Kim & Neslin 2008). To begin with, in chapter 2, we aimed to 

provide an overview and synthesis of existing empirical evidence to identify initial 

generalizations and valuable research directions. Building on that literature review, chapters 3 

and 4 present two empirical studies focusing on LP effects in a coalition LP. The first study 

(chapter 3) used transactional data and information on LP-induced mailings to analyze the 

effects of marketing instruments (in this case, targeted mailings) on sales performance of 

coalition vendors. In addition to analyzing the main effects of the marketing instruments, we 

were able to analyze their effects across vendors, which provided first insights into synergic 

effects in a coalition LP. The second study (in chapter 4) focused on the effects of rewarding 

in a continuous LP. This study analyzed the effects of reward redemptions, marketing 

instruments (targeted mailings), and cross-purchasing on purchase incidence and spending of 

individual LP members using a longitudinal, panel data structure.  

In what follows in this chapter, we first outline the main findings and conclusions of 

the thesis in section 5.2, derive some general managerial implications from those findings in 

section 5.3., and propose some avenues for future research in section 5.4.  

 

 

5.2  Findings and Conclusions 

5.2.1 Initial Generalizations on LP Effects 

Despite the plethora of prior LP research, the overall effects of LPs remained unclear, which 

spurred debate despite the fact that LPs grew to become the dominant tool of relationship 

marketing strategies. The extant literature overview presented in chapter 2 focused on the 

main research question, What are the effects of LP participation on customer behavior and 

attitudes in LPs? To address this research question, chapter 2 outlined prominent empirical 

findings in the areas of LP enrollment, LP effects on behavior, LP effects on attitudes, LP 

mechanisms (e.g., points pressure, rewarded behavior, personalized marketing), and the role 
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of LP design. The key empirical findings of the literature survey can be synthesized in the 

following conclusions:  

 

 Expected benefits (economic benefits, rewards, usage regularity) are the most important 

drivers of LP enrollment and participation, which are evaluated against monetary and 

nonmonetary costs of participation (e.g., effort to obtain rewards, privacy concerns, 

enrollment costs). 

 The likelihood of enrolling in a new LP depends on distance from the store, previous 

purchase levels, and attitudinal commitment of LP members (self-selection of customers 

into LPs). 

 Overall, LPs positively affect customer retention, spending, and usage.  

 LPs are more effective for increasing expenditures (spending and purchase frequency) of 

light and moderate buyers than for further enhancing purchase behavior of regular 

customers or heavy buyers. 

 Perceived attractiveness of an LP and its rewards enhance satisfaction and overall 

attitudinal loyalty of LP members.   

 Short-term LPs similar to sales promotions benefit from points-pressure effects, which 

imply increased spending when customers near receiving a reward. 

 Despite mixed evidence of the effects of LPs on firm performance, academic research has 

suggested a positive link between use of an LP and performance metrics such as sales. 

The absence of cost data makes profit consequences less clear.  

 Delayed, accumulated, and nonmonetary rewards are more effective than price discounts, 

cash, and rewards unrelated to a firm‘s offer.  

 

Another important research issue addressed in chapter 2 was identification of gaps in 

knowledge and forthcoming trends pertaining to LPs. The overview of prior research 

indicated important lack of knowledge on the effects of coalition LPs despite their increased 

importance in practice. Another important identified gap is a need for more thorough insights 

on the drivers of effects in an LP (a continuous LP in particular). These drivers can be 

theoretically conceptualized through three LP mechanisms: points-pressure effects before 

reward redemption, rewarding effects after redemption, and effects of personalized marketing 

instruments (e.g., targeted mailings, cross-purchasing). The two subsequent studies addressed 

those research issues. 
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5.2.2 Effects of Promotional Mailings in a Coalition LP 

The study presented in chapter 3 aimed to explore the effects of marketing instruments (in 

this case, targeted promotional mailings) in a coalition LP with multiple partnering vendors, 

also known as multi-vendor LPs (MVLP). Furthermore, the study aimed to analyze the 

potential presence of networking effects in the MVLP by analyzing the effects of joint 

marketing instruments (joint mailings) and potential cross-vendor effects of promotions. In an 

MVLP (as in other types of LPs), cardholders frequently receive promotional mailings (a 

marketing instrument tool) intended to increase sales at participating vendors. This study 

used an econometric model to analyze aggregate weekly sales (approximated with LP points 

issuance) of five main vendors in a Dutch MVLP in promotional and nonpromotional weeks 

over two and a half years. To analyze the effectiveness of marketing instruments used in the 

MVLP, the study analyzed the effects of individual-vendor and joint (multiple vendors) 

promotional mailings on the sales performance of focal vendors.  

The first research question we asked in this study is this: What is the effect of 

promotions (promotional mailings) in a coalition LP on sales performance across multiple LP 

vendors? Findings of the study indicate low responsiveness of cardho lders to such LP-

induced promotions. In other words, our findings suggest that analyzed LP-induced 

promotions that aim to increase point collection do not have a significant impact on aggregate 

sales to cardholders. This would imply that MVLP cardholders use their cards in regular 

purchases and collect loyalty points for the purchases but that cardholders generally do not 

change their purchase behavior to respond to LP promotions. Indeed, Leenheer et al. (2007) 

found that neither the discount nor the savings feature of LPs significantly affect cardholders‘ 

behavior once they are enrolled in an LP.  

The second research question that this study addressed is, How do the effects of 

marketing instruments (promotional mailings) depend on the promotion‘s size or type of 

communication channel used? We found that responsiveness to LP- induced (sales) 

promotions may improve if multiple communication channels are used jointly to present an 

individual-vendor promotion. This finding is in line with the literature on the greater 

effectiveness of integrated marketing communications (Naik & Raman 2003). However, the 

promotion size (i.e., number of mailings sent) does not have a discernable influence on 

aggregate sales levels of MVLP vendors.  

Finally, this study addressed an issue of possible strategic benefits of coalitions in the 

MVLP by examining cross-vendor effects of promotions and the effectiveness of joint 

mailings. The related research question was as follows: Do marketing instruments in a 
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coalition LP induce cross-purchasing through joint mailings and cross-vendor promotional 

effects? We found no strong evidence for coalition effects, because we found neither stronger 

effects for joint promotions of several vendors relative to individual-vendor promotions nor 

significant spillover effects of promotions across vendors (i.e., cross-vendor effects). This 

finding opposed the anecdotal evidence from the managerial literature on strong benefits of 

networking in MVLPs (Capizzi & Ferguson 2005; Clark 2006; Ferguson & Hlavinka 2006). 

We found that such benefits cannot be supported through increased effectiveness of joint 

promotional mailings or cross-vendor effects of promotions. 

 

5.2.3 Effects of Rewarding in a Coalition LP 

Rewarding is one of the most essential elements of an LP, as illustrated in section 1.3 of 

chapter 1. The study presented in chapter 4 analyzes effects of reward redemptions (i.e., 

rewarding) in the same Dutch coalition LP analyzed in chapter 3, but this time focusing on 

individual- level behavior. This LP has a typical form of continuous LPs in which cardholders 

choose how much to redeem, what to redeem, and when, and their accumulated points do not 

expire in the short run. Therefore, the main research question of this study was, What are the 

effects of reward redemption on cardholders‘ purchase behavior in a continuous, coalition 

LP? The study used the coalition LP setting to explore the effects of reward redemption on 

purchase incidence and spending levels of 763 LP members over 183 weeks using panel data 

sample selection modeling.  

The main finding of this analysis is that rewarding in a continuous (MV)LP increases 

members‘ likelihood of purchasing and spending levels in (relatively) short per iods before 

and after reward redemptions. On average, LP members are 4.8 percent more likely to 

purchase from the LP five weeks before redeeming and about 4.6 percent more likely to 

purchase in the five weeks after they redeem a reward. Even more, if members decide to 

purchase in those weeks, they spend more (on average 3.9 percent in the five weeks pre-

reward and 2.8 percent in the five weeks post-reward). Therefore, this study indicates not 

only the importance of reward redemptions in LP but also the importance of analyzing both 

aspects of cardholders‘ purchase behavior: purchase incidence and spending. We found that 

the effects of rewarding transfer primarily to a higher likelihood of purchasing (higher 

purchase incidence), whereas rewarding has a somewhat weaker but still ample effect on 

spending.  

In addition, our findings provide important insights into the drivers of LP effects and 

effectiveness of LP mechanisms. To the best of our knowledge, this is one of the first 
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empirical studies to systematically explore effects of all three LP mechanisms in a continuous 

LP (MVLP in particular) and potential interactions between them. First, the findings indicate 

that LP rewarding effects would occur even if cardholders did not directly experience 

(economic incentives of) points-pressure mechanism. We suggest that the decision to redeem 

a reward itself increases the salience of the program and reinforces subsequent behavior (a 

phenomenon we termed redemption momentum). Second, we found empirical support for the 

existence of post-reward effects or the rewarded-behavior mechanism, albeit those effects are 

weaker than the pre-reward effects.  

The second important research question of this study was, How do marketing 

instruments affect cardholders‘ purchase behavior before and after reward redemption?  This 

study analyzes the effects of two marketing instruments of the personalized marketing 

mechanism (targeted mailings and the level of cross-purchasing). Although we found 

significant, positive, direct effects of the number of mailings on purchase behavior, targeted 

mailings did not lift the levels of purchase behavior in pre- and post-rewarding periods over 

and above these main effects. In contrast, we found strong support for the effects of cross-

purchasing. Members who cross-purchase across MVLP vendors have an overall higher 

likelihood of purchasing and higher spending levels (main effects), and they experience 

strong pre-reward effects beyond main levels of purchasing. This increase is not due to their 

higher overall spending levels. Finally, we did not find significant interaction effects for pre-

rewarding and post-rewarding and moderators such as high purchase level, satisfaction, and 

type of reward, which suggests that effects of rewarding hold under a range of conditions.  

 

5.2.4 Discussion on Effects of Marketing Instruments 

This section aims to discuss seemingly contradictory findings on the effects of marketing 

instruments (primarily mailings targeted at LP members and cross-buying behavior) in 

studies in chapters 3 and 4. Although the study in chapter 3 found mostly insignificant effects 

of promotional mailings on aggregate sales levels of the five main MVLP vendors, the study 

in chapter 4 found significant, positive effects of mailings on individual members‘ purchase 

behavior. Two main explanations can be provided to reconcile the findings: the type of 

mailings and the level of analysis. First, because the study in chapter 3 aimed to analyze the 

effectiveness of mailings in increasing sales levels in promotional weeks, it explored only the 

promotional type of mailings (mailings that aimed to induce LP members to spend more in 

promotional weeks) and not mailings that featured primarily reward redemption offers 

(because such mailings do not directly affect sales levels). The conclusion of chapter 3 is that 
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this promotional type of mailing does not significantly affect regular purchase patterns of LP 

members at focal coalition vendors. In contrast, the study in chapter 4 accounted for both 

types of mailings (promotional and reward redemption mailings). Accounting mainly for their  

number (see variable explanation in section 4.5.4), the study found positive main effects of 

the number of mailings in observation weeks on cardholders‘ purchase behavior in general. 

This finding is in line with the finding of positive effects of LP-induced mailings on 

individual purchase behavior of LP members in the work of Lewis (2004). A possible 

explanation for the different results between studies in chapters 3 and 4, therefore, may be the 

effectiveness of promotional relative to redemption mailings in LPs. Redemption mailings 

may be more effective than promotional mailings, or the two types of mailings may create 

synergy when used interchangeably. These two aspects seem to be scarcely explored in the 

existing literature, but in our opinion, they remain important empirical questions that warrant 

further attention in the literature.  

The other explanation concerns the level of analysis. Chapter 3 analyzes effects of 

promotional mailings on aggregate sales levels per vendor, across all members who 

purchased from the vendor in a given week. These aggregate levels include both potential 

redeemers and nonredeemers of collected amounts of LP points and cannot sufficiently 

account for heterogeneity across LP members. On the contrary, the analysis in chapter 4 

predominantly explores the effects of marketing instruments on individual- level behavior of 

redeemers. The problem of direct comparison between inference from aggregate- level and 

individual- level analyses is well documented in the literature, which raises the issue of 

aggregation bias (Fisher 1987) and ecological fallacy (Robinson 1950). Although the 

aggregate levels of analyses include behavior of redeemers and nonredeemers, the study in 

chapter 4 analyzes only redeemers‘ behavior. However, previous studies found that the 

percentage of redeemers in an LP varies from 30 percent to 80 percent, depending on the type 

of program and customer segments (Dreze & Hoch 1998; Lal & Bell 2003; Kopalle et al. 

2006; Smith & Sparks 2009a). Moreover, redeemers are more likely to respond to marketing 

efforts of the program provider (which is further supported in our study by strong, positive 

effects on behavior of LP members who claim to actively collect for future rewards) (Smith 

et al. 2003). Therefore, the difference in inferred effectiveness of marketing mechanisms in 

chapters 3 and 4 may arise as a result of the different responsiveness of redeemers and 

nonredeemers to the personalized marketing mechanisms, and different levels of statistical 

inference in two studies.   
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Essentially, the same set of explanations may reconcile the findings on effects of 

cross-buying. The study in chapter 3 explores whether promotional mailings of other vendors 

in the MVLP affect sales levels at the focal vendor and found no empirical support for such 

cross-vendor effects. Moreover, promotional mailings that feature one vendor seem to be 

more effective than mailings featuring offers of multiple vendors (joint mailings). However, 

these findings do not imply that it is not worthwhile for LP providers (MVLP providers in 

particular) to aim to increase the level of cross-purchasing. On the contrary, the results in 

chapter 4 indicate that those members for whom the MVLP succeeded in increasing the levels 

of cross-purchasing are more valuable.  

 

 

5.3 General Managerial Implications  

As LPs proliferate in many markets (particularly retailing), questions about their 

effectiveness seem ever more warranted. An important managerial question is, Should firms 

use LPs? Not only are LPs costly to initiate and maintain; their success depends on the firm‘s 

thorough strategic planning of their design, market, and performance goals. On the basis of 

existing empirical evidence (presented in chapter 2), we conclude that LPs are effective 

relationship management tools that allow firms to better identify and manage their 

relationships with customers by increasing their spending and loyalty levels (Verhoef 2003; 

Liu 2007; Leenheer et al. 2007; Meyer-Waarden 2007). Unfortunately, because many LPs 

seem to be introduced primarily as defensive responses to competitors‘ programs, their 

potentials may remain underused (Leenheer & Bijmolt 2008).  

Another important managerial question is the value of networking in LPs: Should 

firms use coalition LPs? Essentially, coalition LPs provide greater value for cardholders than 

do sole-proprietary LPs (faster reward collections across multiple vendors and broader 

reward redemption options). Currently, there almost no studies that analyze whether one or 

the other structure is more effective, so it is hard to make comparisons. However, in the 

analyzed MVLP here, we found no strong cross-vendor effects of promotional mailings. The 

main benefit of networking for coalition vendors may be primarily indirect (lower operation 

costs of managing the LP and greater attractiveness of the LP to cardholders). This, however, 

does not mean that firms should not try to encourage cross-purchasing from coalition 

vendors. Coalition LPs in particular are likely to benefit from cross-buying opportunities 

across diverse (but often complementary) vendors. However, it is necessary for marketing 
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managers to find ways to effectively increase cross-purchasing and further benefit from the 

synergic effects of coalitions.  

An important managerial implication of analyzing the effects of redemption behavior 

is the opportunity to address the issue of liability of unredeemed miles (Shugan 2005). 

Managers of LPs face ever-growing concerns over how to increase program members‘ 

engagement and whether it is worthwhile to do so. This thesis indicates that encouraging 

redemption is effective for managing relationships with cardholders  while reducing liabilities 

for a firm. It is effective for LP providers to encourage reward redemption because it 

enhances members‘ purchase behavior (and, we believe, the salience of the LP) in periods 

before and after redemption. Rewarding increases both the likelihood of purchasing (purchase 

incidence) and members‘ spending in the rewarding periods (chapter 4). An important way to 

further engage cardholders in an LP is to use targeted mailings (or other personalized 

marketing tools) to induce cardholders to increase usage of the LP. We found mixed evidence 

on the effectiveness of targeted mailings as marketing instruments in the analyzed MVLP. 

We found that promotional mailings that aimed to increase cardholders‘ spending levels 

seemed to not be highly effective across all LP member groups. Therefore, managers should 

identify cardholder segments with different levels of responsiveness and leverage information 

that can be obtained from LP databases to improve marketing instruments effectiveness and 

efficiency. More specifically, the wealth of data pertaining to individual behavior gathered 

through an LP provides opportunities for improved targeting, more efficient communication, 

and customized offers. Information about individual preferences and purchase patterns 

enables firms to tailor their offers to meet the needs of individual cardholders. In targeted 

mailings, LP providers should encourage reward redemption and cross-buying.  

The final managerial implication that we discuss here is that LP managers not only 

should focus their attention on the loyal, satisfied, and high-spending segments but also 

should develop appropriate strategies to nurture relationships with often-undervalued 

segments of lower- and medium-spending members (chapters 2 and 4).   

In summary, a main insight of this thesis is that LPs do work (chapters 2, 4, and 5), 

but it is very important for them to clarify which specific goals they aim to achieve and which 

tools are effective to use in acquiring these goals (chapters 2–4). 

 

 

 

 



THE INFLUENCE OF MARKETING INSTRUMENTS AND REWARDING ON CARDHOLDERS’ BEHAVIOR IN 

COALITION LOYALTY PROGRAMS 

107 
 

5.4  Limitations and Further Research 

The studies presented in this thesis have several important research limitations. First, 

although we aimed to be as thorough and complete as possible in selecting the LP studies for 

the literature synthesis, those studies‘ diverse LPs, loyalty metrics, and methodological 

approaches used prevented us from using a meta-analytical approach for empirical 

generalizations. For that reason, we based some conclusions in chapter 2 on the few available 

studies. We believe that the area would benefit from a meta-analysis of the effects of LPs on 

cardholders‘ behavior and attitudes, given the continuing debate in the academic and 

managerial literatures. 

The remaining research limitations deal with the empirical studies presented in 

chapters 3 and 4. The first common limitation to both studies is that we analyze effects in just 

one MVLP, so generalizations of these findings are limited to LPs with a similar structure 

(albeit the analyzed MVLP has a structure typical of MVLPs in other counties). Given that 

we analyzed effects in only one MVLP, we focused on the effects in the program and cannot 

judge the relative effectiveness of MVLP versus sole-proprietary LPs. There is still scarce 

empirical research on the differences in effectiveness of LP partnerships relative to sole-

proprietary LPs, as well as on the effectiveness of different types of LP partnerships (in 

particular, between coalition LPs and sole-proprietary programs with networking partners). 

These areas, we believe, particularly warrant further research attention.  

Chapter 2 and especially chapter 3 elaborate on the potential benefits of synergies 

(networking effects) across vendors in coalition LPs, but the empirical evidence of the effects 

is scarce. The study in chapter 3 analyzes only one potential way in which synergies may be 

observed (i.e., the cross-effects of vendors‘ promotions). Further research should address 

other approaches to analyzing the potential of networking and cross-purchasing in coalition 

LPs. For example, longitudinal studies could analyze customer-share-development patterns 

over time and how those eventual increases in customer share affect purchase trends at focal 

vendors.  

Few authors have attempted to evaluate the impact of rewarding on cardholders‘ 

behavior in continuous LPs (Taylor & Neslin 2005, Blattberg, Kim & Neslin 2008). Our 

investigation in chapter 4 showed that the points-pressure theory is insufficient to explain 

pre-rewarding behavior of cardholders. We therefore propose a more general theoretical 

approach based on the effect of increased salience of the LP ( i.e., the redemption-momentum 

effect). Although this effect is strongly consistent with existing consumer psychological 

theories on goal attainment and motivation, we did not confirm the existence of the 



THE INFLUENCE OF MARKETING INSTRUMENTS AND REWARDING ON CARDHOLDERS’ BEHAVIOR IN 

COALITION LOYALTY PROGRAMS 

108 
 

redemption momentum effect experimentally. Given the importance of this effect, we believe 

such experimental study is warranted. Furthermore, more research is needed on the effects of 

rewarded behavior and potential interactions among the three mechanisms.  

The call to further explore the effects of personalized marketing mechanisms largely 

coincides with the aim of analyzing effects of marketing instruments in an LP. This thesis has 

mainly analyzed the effects of mailings targeted at LP members (chapters 3 and 4) and has 

accounted for individual levels of cross-purchasing (chapter 4). However, the studies do not 

account for effects of other marketing instruments, particularly the effects of marketing 

instruments external to LP (pricing, advertising of focal vendors, point-of-purchase 

promotions, or other types of vendor own promotions). Moreover, the thesis did not account 

for effects of competition. We believe that future studies that account for these factors would 

allow researchers to tease out the effects of personalized marketing tools on cardholders‘ 

behavior. Finally, more research is needed into effects of mailings and how to increase the 

effectiveness of marketing communications with cardholders from the LP data. Another 

personalized marketing tool with important future research potential is cross-buying. The 

question remains how to effectively increase cross-buying from LP members. 

Chapter 2 presents other suggested research avenues beyond the topic of this thesis  

and outlines various aspects pertaining to LPs. The major question that we still consider open 

for coalition LPs in particular is whether this type of networking provides substantial benefits 

over sole-proprietary LPs and sole-proprietary programs with complementary partners (as 

another possible type of LP structure is between the sole-proprietary LPs and full coalition 

LPs). We believe that with the proliferation of LPs and increased competition among LPs in 

many markets (in particular fast-moving consumer goods markets) networking will become 

an ever- increasing trend. The question remains of whether LP coalitions will become the 

dominant LP structure. We hope this thesis provides some valuable insights and stimulates 

additional research into the host of pressing research topics discussed herein.  

  


