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Abstract : Loyalty programs have been the object of a growing interest in the area of 
marketing. However, it is quite surprising that there is no generally accepted theoretical or 
empirical research that study how these programs could elicit negative effects on consumer 
behavior. Using a two-step method, qualitative and quantitative, conducted in the mobile 
phone sector in 2007, the research explores the potential negative effects of loyalty programs. 
Results indicate that loyalty programs can generate negative emotions, resulting in extreme 
behaviors, such as shunning the operator a direct competitor. This demonstrated that loyalty 
programs could, in some cases, encourage behaviors opposed to the ones they actually should. 
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Introduction 
 
Effects of loyalty programs have been the object of a growing interest in the area of marketing 
(Sharp and Sharp, 1997 ; Meyer-Waarden, 2004). For some authors (Verhoef, 2003 ; 
Noordhoff et al., 2004 ; Lewis, 2004 ; Garcia Gomez et al., 2006), loyalty programs have a 
tangible impact on customer retention. For some others (Sharp and Sharp, 1997 ; Dowling and 
Uncles, 1997 ; De Wulf et al., 2001 ; Meyer-Waarden, 2004), the influence of such programs 
on loyalty would be weak and transitional. However, it is quite surprising that there is no 
generally accepted theoretical or empirical research that study how these programs could 
elicit negative effects on consumer behavior. Using a two-step method, qualitative and 
quantitative, conducted in the French mobile phone sector in 2007, the research explores the 
potential negative effects of loyalty programs. 
 

 



1. REAL EFFECTS OF LOYALTY PROGRAMS : A LITERATURE REVIEW  
 
Loyalty programs are structured marketing efforts which allow companies to identify the most 
profitable customers, reward loyal behavior, and therefore help to develop attitudinal and 
behavioral loyalty to the company (Mimouni and Volle, 2006). The marketing literature 
presents mixed results concerning the effectiveness of such programs. Some studies conclude 
that loyalty programs have a positive effect on loyalty, and some others find that they fail to 
do so. In the following paragraphs, we shall present the possible effects of loyalty programs 
depending on whether they were found to be positive or neutral. 
 
 
Positive effects of loyalty programs 
 
Loyalty programs may have a long-run positive effect on customer evaluations and loyalty 
(Bolton et al., 2000). Some studies (Garcia Gomez et al., 2006 ; Stauss et al., 2001 ; Verhoef, 
2003 ; Lewis, 2004) conclude that participants in loyalty programs tend to show a greater 
behavioral loyalty to the retailer that has implemented the loyalty program than non 
participants. Furthermore, some authors support that loyalty programs contribute to a higher 
attitudinal and affective loyalty (Roehm et al., 2002 ; Yi and Jeon, 2003; Garcia Gomez et al., 
2006). In fact, participants in loyalty programs may show higher levels of positive attitude, 
satisfaction, trust and commitment than non participants. The following table (Table 1) 
presents a synthesis of some studies concluding to positive effects of loyalty programs : 
 
 
Table 1 - Some examples of positive effects of loyalty programs 

Research Situation Effects of loyalty programs 

Nako (1992) Airlines - airline choice (+) 

Bolton, Kannan and 
Bramlett (2000) 

Bank services / 
Credit card 

- number of transactions (+) 
- perceived value of services (+) 

Yi and Jeon (2003) 
Food industry and 

cosmectics 
- loyalty (+) 

Verhoef (2003) 
Financial services 
(The Netherlands) 

- retention (+) 
- number of transactions (+) 

Lewis (2004) Online merchant - retention (+) 

Noordhoff, Pauwels and 
Odekerken-Schröder 

(2004) 

Supermarkets, 
(Singapore and The 

Netherlands) 
- attitudinal and behavioral loyalty (+) 

Garcia Gomez, Gutierrez 
Arranz and Gutierrez 

Cillan (2006) 

Grocery retailing 
companies 

(Spain) 

- behavioral loyalty (+) 
- attitude, satisfaction, trust, 
commitment (+) 

 
 
Neutral effects of loyalty programs 
 
Other investigations show that the effectiveness of loyalty programs is weak, particularly 
regarding the large amounts of money invested in the development and animation of such 
programs (see synthesis in Table 2).  
 



Table 2 - Some examples of neutral effects of loyalty programs 

Research Situation Effects of loyalty programs 

Sharp and Sharp (1997) 
Transverse (multi-brand 

program) 
(Australia) 

- repeat-purchase loyalty patterns 
 (very weak) 

McIlroy and Barnett 
(2000) 

Hotel industry  
(New Zealand) 

- commitment (0) 

De Wulf, Odekerken-
Schröder and Iacobucci  

(2001) 

Food and Apparel (US, 
Belgium, The 
Netherlands) 

- perceived relationship investments 
(mixed results) 
- behavioral loyalty (0) 

Smith and Sparks (2003) Food industry - behavioral loyalty (very weak) 

Leenheer, Bijmolt, Van 
Heerde, and Smidts  

(2003) 

Retailing 
(The Netherlands) 
7 different loyalty 

programs  

- behavioral loyalty (very weak 
effect) 

Meyer-Waarden 
(2004 ; 2006) 

Supermarkets (France) 
 

- market structure (0) 
- repeat-purchase behaviour (0) 

Bellizzi and Bristol 
(2004) 

Supermarkets (US) - loyalty (0) 

 
 
In the existing literature dealing with the effects of loyalty programs, it is also quite surprising 
to see that there is no empirical research that study eventual negative effects of such programs 
on consumer behavior. The goal of this investigation is also to give insights in this neglected 
area. 
 
 
Towards negative effects of loyalty programs 
 
Insofar as loyalty programs are an interaction point between a company and its customers, it 
could be reasonably hypothesized that a negative experience with a loyalty program could 
discredit the entire company that has implemented it. Some indications in the literature 
support this idea. According to Gustafsson et al. (2004), operational problems in collecting 
promised incentives for loyal behavior and complicated operational procedures can be 
perceived negatively by customers. Moreover, loyalty programs can be perceived as unfair 
and discriminatory (Lacey and Sneath, 2006). Last, Stauss et al. (2006) have identified 
frustration incidents directly related to loyalty programs, as difficulty of access, impossibility 
of claiming the reward, low value of the reward and being required to invest additional 
material and mental costs in order to enjoy the benefits. But, the consequences of the negative 
emotions thus generated on consumer behavior have not been the object of further research.  
 
This paper proposes also to (1) confirm that loyalty programs can in fact generate negative 
emotions, (2) identify critical incidents related to loyalty programs that can occur, particularly 
in the mobile phone sector and (3) study the effect of those negative emotions on behaviorial 
and affective loyalty. To achieve this goal, a two-step method, qualitative and quantitative, 
conducted in the French mobile phone sector in 2007, was adopted. 



2. METHODOLOGY  
 
The qualitative track 
 
In order to explore negative effects of loyalty programs and to identify critical incidents 
appropriate for the mobile phone sector, a qualitative study was conducted in January 2007 
among 15 participants distributed in 3 groups in 3 distinct locations of France. The groups 
have been chosen in function of phone usage :  
� a group of adult mobile phone users with a classic use (in Marseille) 
� a group of technology addicts and heavy users (in Paris) 
� a group of students with little communication budget (in Reims) 

 
These focus groups allowed us to identify seven categories of critical incidents that can occur 
with mobile phone companies’ loyalty programs (see Table 3).  
 
Table 3 - Critical incidents related to  mobile phone companies’ loyalty programs1 

Critical incidents Chosen verbatim 
The value of the reward “We have to collect 10 000 points for the value of the reward 

to be interesting” (W, 22, student) 
The speed in collecting 
points  

“Even after seven years remaining loyal to the same mobile 
phone company, I hadn’t collected enough points to get a 
good mobile phone for a reasonable price” (W, 38, teacher) 

The qualification conditions “There is a bunch of conditions to gather to be allowed to 
have the reward, and there is always one that you don’t 
satisfy. The last time I wanted to use the program in order to 
change my mobile phone, I was told that I hadn’t reached the 
minimum level of points requested yet. And my daughter was 
told that she hadn’t reached the minimum lenght of service”. 
(W, 52, employee) 

The possible frequency of 
access to the program 

“Customers are not allowed to get the reward more than one 
time a year. In this way, I cannot change my mobile phone 
thanks to my loyalty points more than one time a year, while I 
break it or lose it every six months”  
(W, 22, student) 

The range of rewards “I think there is much less choice of reward for loyal 
customers than for new customers, and this is unfair” (W, 23, 
credit analyst) 

The use of personal 
information 

“I have the impression that my mobile phone company uses 
the personal information that they got through the loyalty 
program for commercial purposes. I even suspect them to sell 
these information to other companies, which then send us 
mail and spam” (M, 23, junior trader) 

Contractual bonds “I can’t stand being obliged to commit with the company for a 
minimum period when I use the loyalty program of my 
mobile phone company. This is non sense. ” (M, 22, student) 
“I used the loyalty program to change my mobile phone and I 
was automatically recommited for 24 months : it is no more a 
loyalty program. It is a program that holds cutstomers as 
hostages” (W, 24, student) 

 
                                                 
1 Verbatim translated from French. 



These focus groups showed that the advantages that loyalty programs are supposed to provide 
are largely occulted by the unfairness feeling they generate, the low value of the reward and 
the commitment periods. 
 
The two first objectives of the current research have now been fulfilled. We have (1) 
confirmed that loyalty programs could generate negative emotions and (2) identified critical 
incidents that generate those negative emotions in the mobile phone sector (see Table 3). The 
aim is now to study the effect of these negative emotions on consumer behavior. So as to do 
so, a quantitative study was conducted among 232 participants in April 2007. 
 
 
The quantitative track 
 
Data collection and sampling 
Our third objective was to study the effect of negative emotions generated by loyalty 
programs on consumer behavior. In order to achieve this goal, a projective method was used. 
Two questionnaires were administrated among two independent samples. The first 
questionnaire (Q1) presented classic items dedicated to the measurement of overall 
satisfaction, program evaluation, repatronage intentions and word-of-mouth. The second one 
(Q2) was composed with exactly the same items, but presented a projective test at the very 
beginning of the questionnaire. This projective test was built upon the incidents identified in 
the qualitative study. It put the respondent in a characteristic frustrating situation that occurs 
when a customer wants to change his mobile phone using his operator’s loyalty program. The 
aim of this projective test was to create a halo effect on the answers of the rest of the 
questionnaire, and thus to study the impact of negative emotions generated by loyalty 
programs on consumer behavior. 
Data collection was conducted from April 12th to April 24th 2007 among 113 persons for Q1 
and 119 for Q2 (total of 232 completed questionnaires obtained). The measurement scales 
employed were all based on existing scales (largely in service industry context) and were 
developed as Likert scales with 7 positions (from “Totally disagree” to “Totally agree”). First, 
the questionnaires were pretested on 17 consumers which lead to some amendments (largely 
to item wording, question order and layout). 
 
Measurement scales reliability 
Reliability was examined through principal components factor analysis (PCA) completed with 
tests for discriminant validity and convergent validity (calculation of Cronbach’s alpha, 
internal consistency and reliability coefficient Rho). A synthesis of this step is presented in 
Table 4. Based on the results, it was concluded that all scales behaved consistently. The 
analysis demonstrated high internal consistency and convergent validity since the scores 
respectively exceeded the 0,7 and 0,5 thresholds (Fornell and Larcker, 1981). 
 
Table 4 - Measurement quality 

Measurement 
Scale 

Eigenvalue 
% of variance 

explained 
Cronbach’s alpha 

Internal 
consistency 

Convergent 
validity 

Q1 Q2 Q1 Q2 Q1 Q2 Q1 Q2 Q1 Q2 
Negative 
Emotions 

4,622 3,835 77,02 63,91 0,939 0,885 0,939 0,866 0,720 0,523 

Loyalty 
Program 
Evaluation 

3,823 3,128 76,45 78,20 0,921 0,905 0,911 0,873 0,637 0,550 

Overall 
satisfaction 

2,635 2,621 87,83 87,36 0,926 0,926 0,938 0,926 0,834 0,808 

Word-of-
mouth 

1,844 1,864 92,18 93,21 0,914 0,927 0,905 0,909 0,827 0,834 



3. RESULTS 
 

In order to determine whether the projective test presented in Q2 actually worked or not, 
potential differences between factorial scores in Q1 and Q2 were examined. T-tests for 
independent samples in means comparisons were used. First, it revealed that the respondents 
of Q2 felt more negative emotions than respondents of Q1 (see Table 5).  
 
Table 5 - T-Tests results in the comparison of means for the ‘negative emotions’ construct 
between Q1 and Q2 

Variable 
Means 

T-Test 
Q1 Q2 

Factorial Score Negative Emotions -0,562983 0,534597 9,96 (p<0,000) 
 
 
The projective test also had the impact expected, and it can be hypothesized that a halo effect 
was generated on the answers of the rest of the questionnaire. So as to verify this hypothesis, 
potential differences between the factorial scores of the other constructs in Q1 and Q2 were 
examined (see Table 6). 
 
Table 6 - Synthesis of the T-Tests results in the comparison of means between Q1 and Q2 

Variable 
Means 

T-Tests 
Q1 Q2 

Factorial Score - Program Evaluation 0,180204 -0,171118 -2,70 (p<0,000) 
Factorial Score - Overall Satisfaction 0,513671 -0,487772 -8,79 (p<0,000) 
Factorial Score - Repatronage Intentions 5,185 4,369 -3,41 (p<0,000) 
Factorial Score - Word-of-Mouth 0,413858 -0,392991 -6,70 (p<0,000) 

 
The differences obtained between Q1 and Q2 factorial scores were significant for all 
constructs. Results indicate that, compared to the respondents who were not submitted to the 
frustrating situation (Q1), those who faced the projective test tended : 
� to give a less positive evaluation of the loyalty program (-0,17<0,18 ; p<0,000) 
� to state they were less satisfied with their mobile phone company (-0,48<0,51 ; p<0,000)  
� to have less repatronage intentions (-0,39<0,41 ; p<0,000)  
� and to participate to a less positive word-of-mouth (4,37<5,19; p<0,000)  
 
 

4. CONCLUSIONS AND MANAGERIAL IMPLICATIONS  
 

This investigation also (1) confirmed that loyalty programs can actually generate negative 
emotions, (2) identified critical incidents that generate those negative emotions, particularly in 
the mobile phone sector, and (3) concluded to a significant negative effect of the negative 
emotions thus generated on behaviorial and affective loyalty. This research contributes to 
theory by providing evidence that loyalty programs can actually present negative effects, 
which is a highly neglected area in existing literature. Moreover, the quantitative study shows 
that negative emotions experienced with loyalty programs affect not only the success of the 
loyalty program itself, but also the relationship with the company. Such programs could also 
fall short of their relational and behavioral objectives. 
Regarding those findings, managers should pay particular attention to the identification of 
possible incidents related to their loyalty program, so as to (1) be able to develop plans to 
control negative emotions thus generated and (2) to improve the perceived quality of the 
program. 



5. L IMITATIONS AND DIRECTIONS FOR FUTURE RESEARCH  
 

Despite its potential contributions, this study has two key limitations. First, the size of the 
samples used for the quantitative study are quite low (113 for Q1 and 119 for Q2), which 
could affect the external validity of findings and which does not allow confirmatory analysis 
(Roussel et al., 2002). Second, the object of investigation was a single company’s loyalty 
program in a specific industry (mobile phone sector). Further research could also be 
conducted in different sectors and with a larger number of companies and programs.  
More widely, those findings raise several questions that could be explored. Future projects 
could for example be directed towards finding marketing tactics that could be developed to 
erase negative emotions experienced with loyalty programs. For the moment, the French 
mobile phone sector is characterised by important switching costs that exert a mechanical 
effect on customer retention (Lee, Lee and Feick, 2001 ; Kim, Park and Jeong, 2004). But the 
legal perspectives in France, which tend to facilitate mobile phone number portability, urge 
the debate about those research questions. 
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