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CUSTOMER LOYALTY MANAGEMENT
IN A MODERN DIGITAL ENVIRONMENT

YNPABJ1IHHA JIOAJIbHICTIO CIMOXXWBA4IB
Y CYYACHOMY UMN®POBOMY CEPEAOBNMLLUI

The article has carried out the importance of consumer loyalty, the factors that influence it, and
the main current emphases of loyalty management in the modern digital environment. Factors that
affected consumer behavior in terms of loyalty have been highlighted, i.e. the change in the structure
of consumption, ongoing processes of digitalization, consumer lifestyle changes, and values change of
consumers. The present-day emphases on approaches to loyalty management are investigated. The
first one concerns personalization based on consumer value orientation and engagement. The second
one concerns the means of their implementation that are embodied in the digital environment via omni-
channel marketing, which involves creating a seamless experience of switching between channels. The
content of the loyalty program and its means of implementation can be treated as the main elements of
"input" in the loyal business model.

Key words: consumer behavior, customer loyalty management, loyal business model, digital envi-
ronment, seamless experience, omnichannel marketing.

Y cTaTTi pO3rnAHYTO BaXXNMBICTb TOANBHOCTI CMOXWBauiB, hakTopw, O Ha HET BNNBaloTb, Ta OCHOBHI
aKkTyanbHi acnekTn ynpaeBniHHA NOAMbHICTIO B CydacHOMY UM poBoMy cepenoBuLli. BuaHaueHo nepe-
Ba>kaHHA eMOLiNHOI CKMaaoBOoi B NOANLHOCTI croxmnBadiB. CborogHi OCHOBHMM 06'€KTOM ynpaBniHHA
NOANbHICTIO € KNiEHTCbKMI AocBia. HaBeaeHo dakTopu, AKi BNANHYNN Ha NOBEAIHKY CMOXKMBAYiB LWOAO
opMyBaHHA NOANbHOCTI, a camMe: 3MiHa CTPYKTYpPWU CNOXXMBaHHA; NOCTINHI npouecn umdpoBizaduii, AKi
NpW3BOAATb 4O HOBOI BipTyanbHOI KyNbTypy CNOXWBaHHA; 3MiHa cnocoby XUTTA cnoxXueada, 30Kpema,
«KWTTA TyT i 3apa3s», TpeHa BigaaneHoi abo ribpmaHoi pobotn, AomMiHyBaHHA npuHunny WWW (wo,
KONn Ta Ae 3aBrofHo); 3MiHa LWIHHOCTEN CMoXWMBayiB, AKi MoOYMHalOTb LiiHYBaTW BpeHan/KoMnaHii, Aki
niaTpUMyoTb NpobnemMn 300POB’A, a TaKOX couianbHi rmobarnbHi Ta NokKanbHi TpeHan Tolwo. Ha ocHOBI
AaHMX OMUTYBaHb aHaNMITUYHUX LLEHTPIB i Mi>KHApPOAHUX OpraHisauiln, BU3Ha4yeHo, Wwo aktopu BNNMBy
Ha NOANbHICTb CNOXMBaYiB XapakTepu3yloTbCA AOBOMI CynepeynmBMMn TeHAEHUIAMW. Tak, akTyanb-
HUMW 3anNnLAOTbCA LiHa, AKICTb | 4OCTYMNHICTb TOBapIB i mocnyr. BogHouac cnoXxnBadi 4eMOHCTPYIOTbh
CBOIO NMPUXUIbHICTb yntobneHoMmy 6peHay, BUpaXkaloum Hamip KynyBaTu 3a BULLMMW LiHaMu Ta 36inb-
LIYOYM CBOIO yyacTb y nNporpamMax noanbHocTi. Lle cTBoploe cknaaHi BUKNUKKW AnA 6peHaiB/koMnaHin y
uMdpPOBOMY CEPEAOBMULLI, OCKINbKM MNOPAL, i3 BaXXMUBICTIO KOHTPONIO TPaAMLUINHUX hakTopiB Nporpamu
NOANbHOCTI BKMIOYAIOTh LWNPOKUIA crnekTp ¢yHKUiN. BUcBIiTNEHO cyyacHi acnekTu woao niaxoais Ao
ynpaBniHHA NoAnbHicTio. Nepwmnii 3 HUX CTOCYETbCA NepcoHani3auii Ha OCHOBI OpieHTaUii Ha CNOXXKMBHI
LiHHOCTI Ta 3any4eHHA, OCKIiMbKM CNOXMBaYi LiHYOTb iHAMBIAyanbHWIA NiaXia i BTINEHHA cy4acHUX coui-
anbHUX TpeHAiB y nonituui 6peHay/komnaxii. Apyruii ctocyeTbcA 3acobiB ix peanizadii, Wo BTiMOTbCA
B LM(PPOBOMY CEPENOBULLI YEPE3 OMHIKaHaNbHUI MapKeTUHT, AKNI nepenbadyae cTBOPEHHA 6e3noraH-
HOro focBiay nepexoay Mixk kaHanamu. Lli ABa BuaineHi acnektu (3micT i 3acobu 1ioro peanisauii) MoXHa
pos3rnAagaTy AK OCHOBHI ENTEMEHTU «BXOAY» B MOAENb NNOANbHOTO Bi3Hecy.

KniouoBi cnoBa: noBeaiHka crnoxxneayiB, ynpaBniHHA NOANbHICTIO KNIEHTIB, NoAnbHa 6i3Hec-moaernb,
undpose cepenosuLle, 6€3a0raHHN AOCBIA, OMHIKaHaNbHUA MapKETUHT.

Statement of the problem. Nowadays, cus- has changed the approaches to consumer loyalty
tomer loyalty is regarded as an important com- management, which have become much more
mercial attribute of a company [1, p. 40]. However, complicated, in particular, new ways of interaction
the impact of the digital environment significantly  between the brand/company and the consumer
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have emerged, as well as new ways of influenc-
ing the formation and maintenance of consumer
loyalty. Therefore, researching the main aspects
of modern approaches to consumer loyalty man-
agement becomes a topical issue.

Analysis of recent research and publications.
There are several relevant areas amongst modern
scientific works devoted to the study of consumer
loyalty. Theoretical aspects of customer loyalty
are highlighted by Ivanova L.O., Muzika O.M.,
Pchelyanska G.O. etc [2; 3]. In particular, scien-
tists consider approaches to defining the concept
of "loyalty" and to the formation of consumer loy-
alty. Also, the behavioral and perceived aspects of
loyalty are analyzed, the economic and non-eco-
nomic benefits of consumer loyalty are deter-
mined, the basic principles of a loyalty program
and its improvement are proposed, etc.

The impact of digital marketing on consumer
loyalty is being investigated by Sinkovska V.M.
[1, Mohammad A. [4], Horokhova T.V. [5], etc. For
instance, Mohammad A. argues that digital market-
ing is one of the biggest drivers of customer loyalty
in the digitization era, and its positive impact on
customer loyalty depends on critical factors such
as digital content and digital capabilities [4].

Assessment of consumer loyalty is the main
scientific focus of Sinkovska V.M. [1], Zhurylo V.V.
[6], etc. In particular, Sinkovska V.M. considers the
importance of loyalty for the company and pro-
poses a method of calculating the integral loyalty
indicator [1].

Thus, one can notice a rather significant inter-
est in the issue of consumer loyalty management
on the part of the scientific community. However,
as a result of the rapid changes in the environment
of economic activity, the predominance of the
digital environment, and the growth of consumer
power, further study of approaches to consumer
loyalty management remain relevant.

Objectives of the article. The purpose of the
study is to determine the importance of consumer
loyalty, the factors that influence it, and the main
current emphases of loyalty management in the
modern digital environment.

Summary of the main research material. In the
marketing literature, there are several approaches
to determining consumer loyalty such as behav-
ioral, perceptual (or emotional), and comprehen-
sive [6; 7]. One can argue that the latest definitions
of consumer loyalty emphasize the emotional com-
ponent as a determining factor. There are some of
today’s definitions of consumer loyalty. Loyalty is
a positive attitude towards a brand/company, the
essence of which is expressed in the consumer’s
unquestionable choice of this brand/company,
regardless of the actions of rivals and changes in
the market environment [1, p. 42]. Loyalty is the
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devotion of consumers to a particular product, or
brand, which persists over a long period of time
[7, p. 22]. Customer loyalty describes an ongoing
emotional relationship between a brand/company
and their customer, manifesting itself by how will-
ing a customer is to engage with and repeatedly
purchase from the brand/company versus their
competitors [8].

It can be concluded that the phenomenon
under study is multifaceted, based on the rela-
tionship or interaction between consumers and
brands/companies. Emphasis on the emotional
component is connected, first of all, with a change
in the consumer journey and the emergence of
a stage of brand advocacy. This implies the con-
sumer is involved in creating loyalty to the brands/
companies and begins to play an active role in cre-
ating value. That is why the main object for loyalty
management is not the company’s product or ser-
vice, but customer experience (CX), and loyalty is
considered rather as a by-product of positive CX
[9]. Today, a business cannot simply provide a
service or product. It is necessary to build a rela-
tionship with each client.

In general, the need to manage consumer loy-
alty is confirmed by the existence of the so-called
loyalty business model, which is based on a chain
that connects the quality of the product or service
with company profitability. Currently, the profit-
ability chain is defined through three main succes-
sive stages: 1) the actions/tools of the company as
an input of the system (e.g., activities and tools
of interaction marketing); 2) consequences of the
company'’s actions for consumers (consumer sat-
isfaction and loyalty); 3) economic success as an
output of the system (e.g., profit or revenue of the
company) [7, p. 9].

It is relevant to note that for a long time, the
price has remained the determining factor influ-
encing consumer loyalty. A number of modern
studies confirm the importance of this factor even
now. For instance, 41% of consumers will hunt the
best price when purchasing [10, p. 9]. This trend
is even more noticeable in the FMCG market, e.g.
choosing a new brand for shoppers is now all
about price (62 %), availability (49%), and high
levels of on-shelf promotion (37 %) [11, p. 3].

However, the latest studies demonstrate quite
significant shifts in consumer behavior in terms
of loyalty. They were affected by a number of fac-
tors, among which the following should be high-
lighted.

1. The change in the structure of consumption
due to the impact of the Covid-19 pandemic [12]
and the constant uncertainty of macroeconomic
processes, the ongoing recession of the world
economy, which causes a constant increase in
prices and inflation [11, p. 2; 16].
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2. Ongoing processes of digitalization, which
have significantly accelerated under the influence
of the Covid-19 pandemic, and formed a new vir-
tual culture of consumption [12]. For instance,
there is an exponential growth of digital platforms
such as social networks, online auctions, retail
trade, transport, crowdfunding, public services,
etc. According to the latest data, the number of
MAUs (Monthly Active Users) of all Meta ser-
vices — WhatsApp, Instagram, Facebook Messen-
ger, Facebook and now Threads - is 3.88 billion
monthly users, which is almost half of the Earth’s
population. The typical working-age internet user
now spends more than 2% hours per day using
social platforms [14].

3. Consumer lifestyle changes, in particular, "liv-
ing here and now", the trend of remote or hybrid
work, the dominance of the WWW (whatever, when-
ever, wherever) principle, when everything happens
at the first request of the consumer. One of the man-
ifestations of such behavior is giving preference
to the use of mobile phones for searching for and
purchasing the necessary goods. For instance, over
half of consumers (55%) have used their mobile
phone in-store to research a potential purchase,
and half (50%) of consumers are showrooming —
the practice of browsing products in-store but pur-
chasing online or elsewhere. There have also been
hefty increases in consumers using their mobiles to
purchase through apps (57 %, up 10% in 2022) and
buy digital content (40 %, up 14 % in 2022) [10, p. 10].
A total of 5.44 billion people use mobile phones in
early 2023, equating to 68 % of the total global pop-
ulation. Unique mobile users have increased by just
over 3% during the past year, with 168 million new
users over the past 12 months [14].

4. Values change of consumers, who begin
to value brands/companies that support physi-
cal and mental health issues, and environmental
trends, and fulfill their ethical, social, and environ-
mental promises. For instance, 17 % of consumers
want brands to behave responsibly, and they vote
with their wallets. Moreover, 6% year-on-year
increase in consumers who choose brands that
behave responsibly [10, p. 9].

Obviously, consumers are becoming more
demanding, defining their preferences and choos-
ing products/brands by many criteria. Thus,
experts of the consumer market today determine
the simultaneous existence of the following pri-
ority trends in consumer requests: the desire to
buy quality goods, and save time and money; the
need for an individual approach; fast communica-
tion; participation in loyalty programs [15]. Here
come new challenges for the marketing activities
of brands/companies.

Loyalty programs are gaining more and more
importance, as evidenced by the research of var-
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ious agencies. In particular, the McKinsey survey
proves that 3 out of 4 members of top-perform-
ing loyalty programs changed their behavior to
generate more value for businesses, i.e. 64 % are
more likely to purchase more frequently, 31% are
more willing to pay a higher price to stay with a
brand, 50 % are more likely to recommend to oth-
ers, 35% are more likely to choose the brand over
rivals [13].

The Marigold survey argues, that in 2023 59 %
of consumers will pay more to purchase from a
favored brand — a 4 % increase since 2022. Almost
half of consumers (43 %) intend to increase their
participation in loyalty programs over the coming
year, an 8% rise in 2022, with merely 8% of con-
sumers less likely to participate in a loyalty pro-
gram than last year [10, p. 22].

However, today’s loyalty programs differ sig-
nificantly from their initial options with basic func-
tionality (e.g., earn and burn, offers). Based on the
results of the analysis of marketing literature [5; 6;
8-19] and modern trends in consumer behavior,
one can highlight the following important empha-
ses that should be taken into account in modern
approaches to loyalty management.

1. Personalization based on consumer value
orientations and engagement.

This factor is important in terms of develop-
ing a more individualized approach to consumers
who value treating themselves as personalities,
on the one hand, and experience that brands
share their life values, on the other hand. This is
partly achieved through targeting, but engage-
ment marketing based on the personalization of
appeals is of crucial importance in order to create
sustainable relationships and achieve true cus-
tomer loyalty.

One can find enough evidence to support this
thesis in recent studies of consumer behavior.
According to the results of the Marigold Survey
customers value brands that treat them as an indi-
vidual (82 %), reward them for loyalty (82 %), treat
their data responsibly (also 82 %) as well as strive
to build relationships with them (79 %).

There have been year-on-year increases across
the board, most eye-catching with brands who
make the customer feel like a VIP (19 % increase),
influence their life beyond the product (16%
increase), surprise with rewards (13 % increase),
treat them as an individual (11% increase), strive
to build a relationship (11% increase) and treat
their data responsibly (also an 11% increase).

The survey notes, that the brands committed
to fostering better relationships and adding rel-
evance, value, and personalization to their mes-
saging are the ones that are elevated to preferred
status and poised to see long-term benefits across
the customer lifecycle [10, p. 11].
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Regarding consumer values, it should be
pointed out to following important emphases.
First, common values for certain groups of con-
sumers. Nowadays, Generation Theory is consid-
ered to be the most popular one about consumer
behavior. It states that belonging to a certain gen-
eration is determined by common values that
shape consumer behavior (generations X, Y, Z,
Alpha) [7, pp. 15-18]. Here it is important to empha-
size the fact that marketers’ appeal to Generation
Theory confirms an effort to comprehensively
embrace the value characteristics of consumers
(e.g., life and cultural values), to trace the change
in consumer behavior during life, the interaction
between different generations, etc. in contrast to
previous approaches when attention was paid
only to certain aspects of consumer behavior in a
purchase-decision making (e.g., the classification
of consumers according to their attitude to new
products).

The next important aspect of modern con-
sumer values is compliance with trends that are
relevant for society in the widest range: from
global to local. For instance, according to the
Unilever report, its sustainable brands grew 69 %
faster than others in 2018, compared to 46 % in
2017, and accounted for 75% of company-wide
growth [16, p. 90-91].

At the same time, consumers are becoming
increasingly demanding that brands/companies
clearly express their principles and adhere to them
in their strategies. An example of a company that
has come under scrutiny recently is H&M. As a
large contributor to fast fashion, H&M launched a
series of sustainability programs to improve their
impact on the environment and labor conditions.
However, they've been accused of "greenwash-
ing" their products and masquerading as more
sustainable than they really are [17]. Not only that
but investing in the community (local level) is also
important. Researchers emphasize its importance
in the formation of consumer loyalty, and among
its advantages, building a favorable brand image
is emphasized first of all [18].

2. Interaction between companies/brands and
consumers via the modern digital environment.

Currently, there is an active use of the Internet,
the importance of which for the modern consumer
is difficult to overestimate due to its multifunction-
ality. Today, scientists consider the extension of
the Internet to the Metaverse, defining it as its evo-
lution into a single virtual world, which users can
access via virtual and augmented reality technol-
ogies. This creates a qualitatively new digital envi-
ronment with expanded functions (for consumers)
and opportunities (for brands/companies) [19].

In general, the digital environment has facilitated
the emergence of disruptive business models, as
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they have the ability to destroy traditional market
structures and companies [20]. The Digital Ecosys-
tem is considered to be the most successful model.
This model is a community that emerges from the
combination of the everyday use of a digital plat-
form and its applications by its customers, applica-
tion developers, merchants, and agents who pos-
sess the skills and procedures acquired through
these practices [21, p. 45]. Ecosystems represent a
new way of organizing economic activity, different
from firms and markets, supply chains, and hierar-
chies. In this way, ecosystems help companies get
closer to customers [21, p. 46]. Digital Ecosystems
is to lock the customer into their own ecosystem
of services and offerings so they do not need to
leave. Companies earn along multiple points in the
customer journey [20]. Accordingly, the means of
the influence of brands/companies on consum-
ers in the Digital Ecosystem is changing, where
strategies must include CX, influencer marketing,
user-generated content, or digital word-of-mouth
(e-WOM) [5, p. 46].

The logical consequence of the above-men-
tioned changes is the creation of a seamless expe-
rience of "switching", the transition of consumers
between different channels on the customer jour-
ney, which in the literature is mentioned as omni-
channel, 020 format (online-to-offline), interac-
tive digital marketing, etc.

The dominance of the WWW principle means
that the interaction between consumers and
brands/companies must take place in real-time
through the mobile phones that provide this pos-
sibility. Mobile must be regarded as a collection of
highly accessible touchpoints, whether it be SMS,
MMS, mobile wallet, email, web, or mobile app to
make a brand much more accessible to the con-
sumer [10, p. 10].

As evidenced by the results of the McKinsey
study, today’s loyalty programs must be more
platforms than programs and become more per-
sonalized (interconnected designs with custom-
er-level targeting), more scaled (expanded loy-
alty value proposition with internal and external
assets), and more value (new monetizable busi-
nesses built on top of loyalty) [13].

Based on the results of the analysis of relevant
aspects, we propose to consider the main ele-
ment of "input of the system" (actions, company
tools) in the loyalty business model in terms of the
content and means of interaction of the brands/
companies with consumers regarding the loyalty.
The modern content of brands/companies inter-
action should provide for the formation of a more
personalized approach to consumers based on
treating them as personalities and common life
values as well as compliance with global and local
social trends. Therefore engagement marketing
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based on the personalization of appeals acquires
decisive importance. The implementation of con-
tent interaction is carried out mainly by the means
provided by the digital environment, which is con-
stantly developing and changing. The defining
approach should be to create a seamless experi-
ence for the consumer to switch between different
channels via omnichannel marketing.

It should be pointed out that the proposed
elements of "input" are interdependent and deter-
mine each other. Thus, the digital environment
creates conditions for the "transparent" interaction
of brands/companies with consumers, simulta-
neously the need for personalization (individual
approach to consumers) determines the choice of
appropriate digital means of interaction.

Conclusion from the study. The modern digi-
tal environment significantly changes the interac-
tion between consumers and brands/companies
and defines the emotional component as a deter-
mining factor in consumer loyalty. The change in
the structure of consumption, ongoing processes
of digitalization, consumer lifestyle changes, and
values change of consumers are mainly pointed
out as the determiners of consumer behavior in
the modern digital environment. The results of
the analysis of scientific literature and surveys of
analytical centers and international organizations
make it possible to assert that the basic factors in
determining consumer loyalty remain the price,

[NIPOBAEMH CUCTEMHOI'O TTIAXOAY B EKOHOMILII

quality, and availability of goods and services.
At their unsatisfactory level, the consumer easily
"switches" to goods and services of rival brands/
companies. However, given the existence of
developed loyalty programs, as evidenced by the
data, a significant share of consumers returns to
their favorite brands, which confirms the increas-
ing importance of developing loyalty programs.

Overall, this creates complex challenges for
brands/companies in the digital environment, as
along with the importance of controlling tradi-
tional factors, loyalty programs have to involve a
wide range of functions. Consumers, appreciating
a personal approach and the embodiment of mod-
ern social trends in brand/company policy, seek to
see them in loyalty programs. Therefore, today’s
loyalty programs are supposed to be based on
personification, engagement and sharing of com-
mon values, and the means of their implementa-
tion are embodied in the digital environment via
omnichannel marketing, which involves creat-
ing a seamless experience of switching between
channels. Thus, the main elements of "input"in the
loyal business model are content and its means
of implementation in the modern digital environ-
ment, which are closely interconnected.

Further investigations are needed to consider
omnichannel marketing methods that enable a
seamless experience in the modern digital envi-
ronment.
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