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In today’s competitive retail environment, a successful loyalty 
program isn’t just about offering rewards. It’s about 
understanding the unique behaviors of your customers and 
tailoring your loyalty strategy to meet those needs. A 
one-size-fits-all approach rarely works, as redemption behaviors 
differ significantly across various kinds of retail businesses. 

Understanding how purchase frequency, redemption rates, and 
customer behavior interact within different retail categories is 
essential to driving profitability and creating long-lasting 
customer relationships. 

In this post, we will break down the Loyalty Program Success 
Matrix, a framework that helps you tailor your loyalty program 
to your specific category of retail business. We’ll dive into key 
metrics, benchmarks, and strategies you can use to measure 
success and improve the impact of your program.



Which Retail Category Does Your Business Belong To, and
Why It Matters
The success of your loyalty program hinges on what category of retail business you’re in. Redemption rates are 
influenced by a combination of purchase frequency and how customers perceive the value of rewards. Let’s explore how 
these factors work across different retail categories:

High-Frequency / Necessity Retail Business

Fast point accumulation: Customers earn points quickly due 
to frequent visits.

Low emotional attachment: Rewards are often seen as 
immediate value, so customers redeem quickly.

High redemption rates: Frequent visits lead to higher 
redemption rates.



Semi-Discretionary / Mid-Frequency Retail 
Business

Moderate point accumulation: Customers visit monthly or 
quarterly, earning points at a slower pace than in 
high-frequency categories.

Perceived value for redemption: Customers redeem rewards 
when they see substantial value.

Moderate redemption rates: While redemption isn’t as quick as 
in high-frequency formats, customers still redeem when the 
value is compelling.



The redemption rate alone isn’t enough to measure success, it’s essential to look at behavior and engagement 
metrics as well.

Low-Frequency / Discretionary / Luxury Retail 
Business

Slow point accumulation: Customers visit infrequently, which 
means points accumulate more slowly.

Aspirational framing: Rewards are treated as prestigious or 
symbolic rather than transactional.

Low redemption rates: Redemption is less frequent, but when it 
does happen, it’s significant.



Retail Business Categories and
Expected Redemption Ranges

Necessity Retail (High Frequency)
Examples: Grocery, Pharmacy, QSR/Café, 
Daily-use FMCG chains

1.

Typical Behavior: Customers visit multiple times per month, 
quickly accumulating and redeeming points.

Rule of Thumb: High redemption rates 
are expected. Focus on driving repeat 
visits for maximum profitability.

Profit Logic: Incrementality comes 
from increasing visit frequency and 
consolidating purchases. However, 
be cautious of margin erosion if the 
earn rate isn’t controlled.

Redemption Benchmarks:
Points/Value Redemption: 60-90%
Member Redemption: 30-50% active members
Time to First Redeem: 1-3 visits

Each category comes with its own set of customer behaviors. 
Here’s a breakdown of typical redemption patterns and the 
success metrics for each of these:



Rule of Thumb: Redemption % is 
important, but don’t focus on it alone. 
Look at how redemption impacts AOV 
uplift.

Profit Logic: Incrementality comes 
from increasing average order value 
(AOV) and encouraging 
cross-category purchases.

Semi-Discretionary Retail (Mid 
Frequency)
Examples: Apparel (mid-market), Footwear, 
Beauty & Cosmetics, Electronics Accessories

2.

Typical Behavior: Customers visit monthly or quarterly, 
using points when they feel the reward has significant 
value.

Redemption Benchmarks:
Points/Value Redemption: 30-60%
Member Redemption: 20-35%
Time to First Redeem: 2-4 purchases



Rule of Thumb: Low redemption is 
acceptable. Focus on driving 
conversion for the next purchase, not 
just redemption rates.

Profit Logic: Incrementality comes 
from repeat brand consideration 
and customer lock-in. Low 
redemption rates are normal for 
these formats.

Discretionary / Occasion-Led 
Retail (Low Frequency)
Examples: Furniture, Consumer Durables, 
Premium Electronics, Occasion Wear

3.

Typical Behavior: Customers visit infrequently, 
earning points slowly and saving them for larger 
purchases.

Redemption Benchmarks:
Points/Value Redemption: 15-30%
Member Redemption: 10-20%
Time to First Redeem: 6-18 months



Rule of Thumb: Low redemption rates 
are standard. High redemption in 
luxury retail could compromise brand 
exclusivity.

Profit Logic:  Loyalty is about 
relationships, not transactions. 
Redemption is more of a brand 
loyalty signal than a direct monetary 
benefit.

Luxury / Ultra-Discretionary 
Retail (Very Low Frequency)
Examples: Luxury Watches, Fine Jewelry, 
Designer Handbags, High-end Automobiles

4.

Typical Behavior: Customers visit infrequently, 
accumulating points slowly. Redemption is symbolic or 
based on status.

Redemption Benchmarks:
Points/Value Redemption: 5-15%
Member Redemption: 5-10%
Time to First Redeem: Multi-year or never



Why Behavior 
Change is the Key 
to Loyalty 
Program Success
Redemption, issuance, and 
breakage are just secondary 
signals in your loyalty program. 
The true value of a program 
lies in behavior change when 
customers change their habits 
because of the loyalty 
program. Here’s how you can 
measure that:

Behavior Change = Members behave differently because loyalty 
exists.

This behavior change can be tracked in four key areas:

Visit Frequency: Do customers visit more often after joining the 
loyalty program?

Spend per Visit (AOV): Are customers spending more when they 
redeem points?

Time to Next Purchase: Are customers returning sooner for their 
next purchase?

Retention / Churn Probability: Are loyalty members more likely to 
stay loyal than non-redeemers?

If any of these metrics don’t show improvement, your loyalty program may 
not be working effectively.



The 4 Core 
Behavior Metrics 

to Track

A. Visit Frequency 
Uplift B. AOV Uplift on

Redemption
Key Question: Do people

spend more when they redeem?
 How to Measure: Compare

average bill value for redeem
bills vs. non-redeem bills.

 If ≤ 0: Redemption may harm 
profits.

C. Time-to-Next-Visit (TTNV)
Key Question: Does loyalty shorten the return cycle?
How to Measure: Track days between purchases 
before and after redemption.
Sharp drop: Indicates strong program incrementality.

D. Retention / Churn Delta
Key Question: Do loyalty members stay longer?
How to Measure: Compare churn rates between 
non-redeemers and redeemers.
This is often the biggest profit driver.

Key Question: Do members
come back more often after
joining?
How to Measure: Compare visits
per member (post) vs. visits per
member (pre).
Best Practice: Compare redeemers vs. 
non-redeemers, normalized by tenure.



The Incrementality Score: A Single Metric for Decision-Making

To simplify decision-making, use the Incrementality Score, which compresses behavior change into a single metric:

This score is your guiding star, much more useful than just tracking redemption rates.

Incrementality Score = (w1 × Visit Lift) + (w2 × AOV Lift) + (w3 × Retention Lift)

Where:
w1, w2, w3 represent revenue-weighted importance by format (e.g., grocery, apparel, luxury).



Behavior 
Change

Incremental 
Revenue

 Incremental 
GP

Safe 
Redemption

Common Mistake to Avoid
A common pitfall is measuring behavior change only after redemption. In fact, behavior change often starts before 
redemption, as accumulating points can create a sense of lock-in with the brand. Therefore, you should track both 
pre-redeem and post-redeem behavior to fully understand your program’s impact.

Behavior Change Tied to Profitability
When behavior changes, it leads to incremental revenue, which results in incremental gross profit (GP). If the incremental 
GP exceeds the reward cost, your program is performing well.



Conclusion: The Loyalty Program
Success Matrix

A successful loyalty program about changing customer behavior as 
much as it is about redemption. By focusing on metrics such as visit 
frequency, AOV uplift, and retention, you can ensure your loyalty 
program is driving long-term profitability. Tailor your loyalty strategy 
to your retail business category, measure the right behaviors, and 
always keep profitability in mind.

Ready to transform your loyalty program?
Contact us today for a personalized demo and learn how our CRM 
solution can help you optimize customer behavior and maximize your 
ROI.



DISCLAIMER
T h e  p r e s e n t a t i o n s  a r e  c r e a t e d  m e r e l y  t o  g u i d e  t h e  d e l i v e r y  o f  t h e  p r o d u c t s  o f  

e W a r d s .  T h e  c o n t e n t  i n c l u d e s  i n d i c a t i o n  a b o u t  t h e  p r o d u c t  o � e r e d  b y  e W a r d s .  T h e  

c o n t e n t  p r e s e n t e d  a r e  f r e e  f r o m  a n y  p l a g i a r i s m  a n d  c o p y r i g h t  v i o l a t i o n s  u n d e r  

c o p y r i g h t  a c t .  
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