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Understanding the consumer inside

In Chapter Two of this Guide, we introduced the concept of “The Consumer 
Inside:” the idea that within every B2B company there are one or more individuals 
with whom you have the opportunity to build a relationship similar to those 
enjoyed by consumer brands and their best customers. Before we explore the 
process by which we build B2B loyalty, however, it will help us to understand the 
psychology behind the buying behavior of B2B customers. The short version: B2B 
customers are loyal to those companies that build real relationships with them.

Loyalty marketing works because the rewards and recognition inherent in most customer loyalty programs are based on 

fundamental principles of human psychology driven by the structure and chemical makeup of the human brain.  While loyalty 

marketing was born in the world of consumer marketing, its principles, structural models, and best practices are no less applicable 

and effective in the B2B world – provided that you can build relationships with key client purchasers and influencers.

One of the fundamental errors made by marketers who establish 

customer loyalty programs is to assume that the program itself is 

designed to “bribe” customers for their loyalty. Nothing could be 

further from the truth. Effective loyalty programs instead function 

as a mechanism to deliver rewards, recognition, and relevant 

communications that together help establish strong customer 

relationships. When designing your loyalty strategy, keep in mind 

these fundamental principles of loyalty psychology:

1. Loyalty is an outcome of relationships: Loyalty marketing 

focuses on relationship-building to create an emotional connection 

to the brand. As we learned in Chapter Two, strong customer 

relationships are built on two foundational pillars:

• Executing on the fundamental values of loyalty: These are the drivers first articulated by McDonald’s founder Ray Kroc: Quality, 

Customer Service, Customer Experience, and Value.

• Building relationship equity: Customers must perceive that every interaction with your brand, your sales force, and your 

partners/ distributors reinforces the core relationship principles of Trust, Commitment, and Reciprocity. We’ll learn more about

those principles in this chapter.

2. Loyalty marketing triggers the “buy” button. By acting on both the reward and long-term memory centers of the customer’s 

brain, sustained loyalty marketing efforts make the customer more likely to buy. 

3. Loyalty programs drive incremental behavior. Classic loyalty program design is based on decades of human behavioral theory 

that demonstrates how structured schedules of reward delivery increase purchase frequency, order size, and retention.

In this chapter, we’ll demonstrate how understanding loyalty psychology can help you optimize your customer loyalty strategy.
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A tour of the B2B customer’s brain

Understanding how the human brain processes marketing information, makes buying 
decisions, and responds to rewarding stimuli can help you craft loyalty marketing 
programs that drive incremental behavior. For B2B marketers, this understanding is 
no less important – remember, at the end of the day it’s still an individual who makes 
the decision to buy from you. Here’s a brief tour of key areas of the human brain.

Prefrontal Cortex
The brain’s “recall center”

The most highly-evolved part of the brain, 

the prefrontal cortex regulates complex 

cognitive, emotional, and behavioral 

functioning. By processing memory and 

higher thought, the cortex rationalizes a 

buying decision based largely on 

subconscious emotional memories.

Amygdala

The brain’s “subconscious”

The most ancient part of the human brain 

plays a crucial role in forming emotional 

memories; while the hippocampus helps 

form memories that can be consciously 

recalled, the amygdala helps form 

subconscious memories that are felt 

primarily through their emotional impact.

Ventral Striatum

The brain’s “reward center”

The striatum processes dopamine, a neural 

transmitter that floods the region when the 

brain perceives a reward. Dopamine levels 

are at their highest not when a person 

receives a reward, but rather at the moment 

of greatest anticipation of the reward to 

come.

Hippocampus

The brain’s “memory center”

The hippocampus plays a crucial role in 

creating long-term memories – both verbal 

and special memories. The positive, 

reinforcing brand experiences that 

accumulate in a customer’s memory, and 

which form the basis for long-term loyalty, 

begin here.
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The three pillars of strong customer relationships

As we’ve seen, the most important concept to grasp as a B2B marketer is that loyalty 
can’t be bought.  Rather, loyalty is an outcome of strong customer relationships. For 
many B2B marketers, it’s easy to build strong relationships with your top few accounts.
To build loyalty with the long-tail of your customer base, however, you’ll need to build 
strong relationships by focusing on these three key relationship pillars.

Service
Deliver exceptional customer service

Quality
Deliver exceptional products and services

Pillar 1: Execute on the fundamentals
As we learned in Chapter Two, brands build loyalty when they execute on the fundamental 

drivers of loyalty as articulated by McDonald’s founder Ray Kroc:

Cleanliness
Deliver an exceptional customer experience

Value
Deliver exceptional value for spend

Pillar 2: Focus on key relationship drivers
Academic research has shown that strong customer relationships are based on the key 

relationship drivers of Trust, Commitment, and Reciprocity.

Pillar 3: Build relationship equity
Once you have established the basis for customer relationships, you build tangible value 

in these relationships by identifying, understanding, and influencing your best customers.

IDENTIFY: Use loyalty data to identify customers of high current and potential value. 

UNDERSTAND: Profile current customer behavior and look for profitability gaps. 

INFLUENCE: Implement loyalty tactics that close behavior gaps to drive revenue. 

TRUST

COMMITMENTRECIPROCITY

Build trust by living up to 

your brand promise. Trust 

fuels commitment by 

facilitating data collection.

Build commitment through 

personalization and 

relevance. Commitment in 

turn enables reciprocity.

Demonstrate reciprocity 

through reward and 

recognition. Reciprocity fuels 

trust, which increases loyalty.
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The Psychology of B2B Loyalty Programs

Loyalty programs proliferate in the consumer world because they drive behavior 
change in ways that no other marketing stimulus can match. Loyalty programs appeal 
to both transactional- and emotional-based loyalty, while program mechanics engage 
both the reward (ventral striatum) and long-term memory (amygdala) centers of the 
brain. Loyalty programs are no less effective in the B2B world - provided you're 
targeting the key decision makers. here's a brief look at some of the ways loyalty 
programs drive behavior change.

Behavior potential

The goal-gradient effect

The endowed progress effect

Social learning theorist Julian Rotter proved that the likelihood of human behavior 

change (Behavior Potential) is a function of Expectancy and Reinforcement Value. 

In successful loyalty programs, rewards with high perceived value drive profitable 

behavior change greater than the cost of delivering the rewards.

BP = f(E+RV)

• Expectancy refers to the perceived 

likelihood of reaching the reward

• Reinforcement Value refers to the 

perceived desirability of the reward

In 1932, sociologist Clark Hull demonstrated that our desire to approach a goal 

increases with the proximity of the goal.

• A Columbia University study found that loyalty program members purchased more 

frequently the closer they were to earning a reward.

• Behavior of members who demonstrated a stronger tendency to accelerate toward the 

goal correlated to greater retention and faster reengagement in the program.

Marketing professors Xavier Dreze and Joseph Nunez demonstrated that the perception 

of progress toward a goal increases the effort to achieve the goal. Loyalty program 

members given a “head-start” toward rewards exhibit more engagement than members 

who start with zero progress. Here are some ways to grant endowed progress:

• Give new members a "sign-up bonus" when they enroll in your program

• Give elite-tier-members a "head-start" on elite requalification
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Appealing to both sides of the B2B brain

As much as we’ve stressed that the secret to B2B loyalty is to identify, understand, and 
influence the consumer inside each of your customers, there is one key difference 
between consumer and B2B loyalty marketing. In consumer loyalty, marketers can offer 
rewards that appeal directly to the customer’s sense of self – rewards that help them 
self-actualize, as it were. In B2B loyalty, however, marketers must often avoid the
appearance of bribing company purchasers. To do so, you must design rewards that 
offer both benefit to the business and personal appeal to the buyer. By factoring in the 
“dual nature” of many B2B rewards, you can provide a way for the buyer to rationalize 
program participation and avoid any appearance of impropriety.

Matching the reward to the decision-maker
In Chapter 2, we learned about the five types of B2B customer. Here’s how you can combine 

business benefit and personal appeal in reward design to create rewards that appeal to each 

type of buyer. For many buyers, the business benefits help rationalize program participation.

Duel rewardsPersonal rewards

The dead zone Business incentives
Business benefit
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High business benefit, high personal appealLow business benefit, high personal appeal

High business benefit, low personal appealLow business benefit, low personal appeal

Appeals to:

End users Purchasers Influencers Distributors Partners

Hard benefits:
• Travel rewards

• Merchandise rewards

• Gift cards

• Experiential rewards

• Third-party rewards

Soft benefits:
• Conference invitations

• Business concierge

• Business events

• Members-only access

• Top customer recognition

Appeals to:

End users

Hard benefits:
• In-kind rewards

• Marketing funds

• Take a customer to lunch

• Training seminars

• Personal sales incentives

Soft benefits:
• Exclusive access

• Personal concierge

• Entertainment events

• Personal access

• Personal recognition

Appeals to: Appeals to:

Influencers Distributors Partners

Hard benefits:
• In-kind rewards

• Marketing funds

• Contractual pricing

• Business supplies

• Business sales incentives

Soft benefits:
• Preferred pricing

• Preferred service

• Tenure benefits

• Preferred returns

• Top business recognition
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The fundamental theorems of B2B loyalty

To summarize: loyalty marketing works because it is rooted in brain structure and 
based on classic human behavioral theory. To build loyalty with B2B customers, 
remember to identify, understand, and influence your key buyers, purchasers, 
influencers and partners by remembering the following fundamental theorems.

1 Loyalty marketing is rooted in human brain structure 
The human brain is primed to respond positively to reward and recognition. Loyalty marketing
doesn’t work by bribing customers, or by manipulating them into behavior in which they 
wouldn’t other wise engage. Rather, loyalty programs provide an opportunity for companies to 
reward and recognize best customers – and to build strong relationships with them.

2 Customer loyalty is an outcome of strong relationships
Loyalty marketers understand that customer loyalty can’t be bought. Rather, loyalty marketing 
provides a reason for your best customers to raise their hands and ask to engage in a deeper 
relationship with you. By building those customer relationships on a foundation of trust, 
commitment, and reciprocity, your customers will respond with more loyal behavior.

3 Loyalty program design is based in behavioral theory
Behavioral theorist BF Skinner demonstrated that humans will change their behavior in responsed
to both fixed and variable schedules of rewards. Loyalty program design incorporates Skinner’s 
reward schedule theories to provide incentives for your customers to buy more, buy more
frequently, and advocate for your brand – provided you deliver on your brand promise.

4 Redemptions are the surest way to drive loyalty
A successful redemption episode is the single most important activity in creating an emotional 
connection to the brand. The act of earning a desired reward creates a positive feedback loop 
through dopamine production, while recognition elements engage the amygdala to create long-
term positive memories. B2B loyalty programs can help you harness this power.

5 B2B rewards must balance business and personal benefit
Always remember that, even though B2B buyers behave like consumers within the psychology of 
their buying behavior, B2B rewards given to any customers besides sole proprietors must balance 
personal appeal to the buyer with overt benefit to the business. Designing these dual rewards will 
ensure that your customers can justify their participation – while enjoying the program benefits. 
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About the Essential Guide to B2B Loyalty

We hope you’ve found this introduction to B2B Loyalty valuable. In subsequent 
chapters of the Essential Guide to B2B Loyalty, we’ll explore the step-by-step 
process by which you can build stronger, more profitable relationships with your 
best customers. You will automatically receive one new chapter of the Guide each 
month. You can unsubscribe from our list at any time by replying to our email with 
the word “unsubscribe” in the subject line.
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About Reward Paths

For the shortest distance to customer loyalty, choose Reward Paths.

We launched Reward Paths to fill a specific void in the U.S. marketplace – the absence of 

disciplined, data-driven approaches in the Business-to-Business (B2B) or mid-market 

consumer sectors enabled by affordable, best-in-class technology. Reward Paths’ proprietary 
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presence long absent from the US market. No other loyalty platform offers our combination of 

value, features, and speed. For more information or to schedule a consultation with one of our 

loyalty experts, visit us at www.rewardpaths.com today.


