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Retailers have long relied on discounts and value-adds to encourage  
consumers to purchase. Superficially, it works. However in recent years,  
there has been an over-reliance on using discounts to capture consumers  
and drive sales. 

We’ve seen the exponential use of the discount strategy through mega-sales 
events like Black Friday, Cyber Monday and Amazon Prime Day – all of which 
have become marked events on consumers’ calendars to capitalize on deep 
discount opportunities. The travel industry typically uses sales and discounting 
seasonally to drive demand and cover the quieter performing periods.

These regular sales campaigns produce instant drug-like highs – sales  
figures spike and consumers grow accustomed to waiting for cheaper prices.  
A brand’s relationship with its consumers becomes purely transactional;  
an emotional connection – essential for building brand loyalty is a casualty  
of price-driven sales activity.

The tide is turning for deeper connections with digital customers, 

treating them as individuals and providing intelligent incentives that 

builds loyalty and drives revenue. 

The over-reliance on discounts to drive sales has 

become a dangerous dependency for many ecommerce 

brands, causing negative long-term consequences. 

To succeed, businesses need a greater focus on building 

customer loyalty and creating meaningful reward and 

incentive programs.
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Mega-sales events dominate the calendar

Last year in the USA, Black Friday generated US$ 8.9 billion in sales and  
Cyber Monday US$ 10.7 billion. In the UK, Black Friday was even more popular, 
relative to population size: in 2021, it was the UK’s biggest sales day ever  
with over £9.4 billion spent. The vast majority of these sales were ecommerce 
transactions.

These »Super Sales events« have come to dominate the Western calendar.  
But opinion is split about the consequences of relying too much on discounting. 
In the UK, some of the leading retailers have chosen to ignore such drastic 
tactics that in many ways have come to undermine the value of the brand and 
sales strategies. Even brands like Apple and Ikea have a history of restricting 
their participation in events like Black Friday sales.

8.9 
billion US$ 
Black Friday Sales  

USA | 2021

10.7 
billion US$ 

Cyber Monday Sales  
USA | 2021
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Race to the bottom

There are sound business reasons for questioning the wisdom of encouraging  
a constant »race to the bottom«. The basic idea behind discounting is to increase 
the desire to make impulsive purchases, driving a »fear of missing out« (FOMO)  
in consumers. But with so many discounting sales events, customers no longer 
fear the loss of opportunity to the same extent.

Consumers increasingly wait for the big sales events. Inevitably, a company’s  
top line increases, but only at the expense of the bottom line. A study by  
Retail Planet and NetSuite revealed that UK retailers lose more than £38 billion  
a year in potential revenue on sales.

The research showed an average of 45% of UK retailers marked down  
21-50% of inventory annually, with 11% marking down over half of their 
inventory. However, 41% felt the sales periods had either no impact –  
or a negative impact – on profitability.  

Warning from John Lewis

The Retail Planet research included warnings from key industry stakeholders 
such as John Lewis, a leading UK department store, and UK ecommerce retailer 
Argos, about the imbalancing effect of mega-sales events.

Andy Street, Chief Executive of the John Lewis Partnership, suggested mega-
sales events have a detrimental impact on the key Christmas trading period in 
particular. »It’s not in the interests of retailers to grow the pace of Black Friday  
at the expense of other weeks«, he said.

Meanwhile, when Argos carried out a study of the effect of Black Friday, it found 
a negative long-term impact. Despite a 45% increase in sales on the day, sales 
were no more buoyant before and after the event as customers demanded deep 
discounting.

https://bd4.ai/?utm_source=pdf-download&utm_medium=content&utm_campaign=whitepaper-incentives-in-travel-bookings
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.netsuite.co.uk/portal/uk/pdf/report-planetretail-uk-discount-pricing-strategies.pdf
https://www.bbc.com/news/business-30826429


05 Whitepaper »Incentives in Travel Bookings«

www.bd4.ai

Consumer addiction to sales

For consumers, their addiction to sales means they feel resentful if they 
purchase at full price then see the same item at half price. This creates a  
culture of suspicious consumers who avoid seemingly overpriced products  
and wait for offers, which they regard as the true price.

The other downside for retailers trapped by the Black Friday mentality is 
it undermines brand loyalty. 

Constant sales creates a generation of nomadic shoppers  

forever on the hunt for better offers. Without a culture  

of loyalty, retailers have to resort to even more discounts  

to attract attention, further eroding the profit margin.

The irregularity of dramatic spikes in sales makes it hard for retailers to organize 
logistics. They have to rely on temporary workers to cover frenzied periods 
when other retailers are competing for the same workforce. Managing sporadic 
operations is both challenging and expensive.
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In Travel
Brand connection should be the goal

Businesses need to think carefully about how they apply strategies to encourage 
purchases. The key considerations should be about increasing brand loyalty and 
building a customer base. Research from Gartner shows 80% of a company’s 
future revenue will come from just 20% of existing customers.

Repeat customers spend more the longer they are with the business; spending 
67% more after nearly three years than in the first six months. Yet, building 
loyalty is challenging. A typical business loses 15% of its customers each year.

When evolving the ecommerce experience, businesses need to carefully consider 
what motivates brand loyalty and take into account underlying socio-economic 
trends. The way consumers choose brands is evolving. Consumers –especially 
millennials and younger generations – increasingly value quality of experience 
over quantity or price. They seek ways to find a connection.

Seeking connection

Everyone who shares food pictures on Instagram or Facebook is a part  
of the »Experience Economy« which is about curating content and creating 
engagement via a digital insight into a real-world experience. At its heart  
is a yearning for connection and community.

Connection has become an overwhelming need in the digital age, which has 
paradoxically made people lonelier than ever. The growing trend of minimalism, 
which rejects mass consumer spending in favor of more spiritual concerns,  
is a reaction to digital fragmentation.

Effective loyalty programs can be up to four times more valuable than brands 
themselves in the travel and hospitality sector. »To be successful is to know your 
customers, what they want and need by listening to them.«

KPMG advises brand loyalty programs that  

»an emotional connection is no longer a nice-to-have, 

it’s a need-to-have.« 
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The ultimate goal should be to develop customers  
so loyal they become brand advocates. But achieving  
brand loyalty has become more difficult. Consumers are  
more disposed to shop around. People are moving towards  
a different, more experiential sense of loyalty and brands have 
to communicate trust and mirror the consumer’s values.

The power of loyalty programmes

Loyalty programmes can be highly motivational. The Bond 2020 Loyalty Report 
found 79% of people were likely to remain customers with brands that offer 
loyalty programs. And 64% have revised spending to maximize loyalty points.

Meanwhile, according to Harvard Business Review, companies with strong 
loyalty marketing programs grow revenue 2.5 times faster. But loyalty programs 
have to stand out from the crowd. The average household, according to the 
same report, is enrolled in 13 loyalty programs but only active in seven due to  
»member fatigue«.

Standing out from the crowd

However, back in 2018, Google’s analysts called for the travel industry to  
rethink loyalty programs, writing: 

 »Loyalty has become synonymous with points, freebies, and member discounts. 
Those benefits drive massive loyalty sign-ups, but the problem is, those same 
people may also be signing up with … your competitors.«

https://bd4.ai/?utm_source=pdf-download&utm_medium=content&utm_campaign=whitepaper-incentives-in-travel-bookings
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Frequent travelers are familiar with how loyalty programs work, signing up to 
multiple schemes to ensure they’re earning something every time they travel. 
Points-based programs do not automatically translate to brand loyalty: 
 
Google’s report found loyalty programs motivate less than half of the high-value 
travelers (46%) to book, with customer service (60%) top of their considerations 
when choosing a travel provider. For this top spending group of travelers,  
the service a company provides »across all touchpoints, is more memorable  
than the points you can offer.«

KPMG discovered a similar sentiment, with »points and rewards less likely to 
earn loyalty than corporate transparency and honesty.« However they also 
found that  »customer loyalty is alive and well, but digital disruption and new 
generational influences show that the nature of loyalty is changing.«

Recognition in rewards

Done well, rewards programs can benefit both the customer and the company. 
For customers, personal connection is key: we all want – and expect – to be 
treated as a person, not a number. Especially when sharing personal data, 
customers expect their preferences to be actioned and remembered, with the 
company displaying a high level of awareness about who the customer is. 

Loyalty is not about price, it’s about value – feeling valued as a customer and 
earning value as a business. But every potential customer’s idea of what is 
valuable differs from the next person’s. As such, companies need to take a truly 
personalized approach, showing that they understand their customers and are 
aligned with what’s important to them as individuals. 
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Airline thinking

Airline reward programs are some of the most popular – and valuable –  
travel rewards schemes, chiefly because of the data they hold about their 
members. In fact, during the pandemic, American Airlines – itself  
valued at around $6 billion as a company – estimated the value of its  
Advantage rewards program to be $24 billion. 

Most of the big names in the skies are part of one of two key airline industry 
alliances, such as Star Alliance featuring Lufthansa, Singapore Airlines and 
United Airlines, or oneworld with the likes of American Airlines, British Airways 
and Cathay Pacific. 

These alliances facilitate deeper understanding of customers by sharing 
loyalty members’ details (where permitted), as well as a wider service offering 
for customers who can easily earn and redeem points across extensive travel 
routes. To tap into the wider Avios (oneworld-affiliated) alliance, Qatar Airways 
rebranded its Privilege Club »currency« from Q-Miles in 2022 – »It’s a popular 
points currency that has already been tested by millions of travelers this may 
have been attractive for an airline looking to revamp its loyalty program.«

For consumers, the alliances are positioned as making it easier to earn points 
and boost recognition across different airlines, strengthening the connection 
between traveler and brand. However, the best airline reward programs are those 
which are innovative away from travel, seeping into daily life on the ground with 
partnerships to help travelers top up their balances when they shop. 

The likes of Emirates and Etihad hold firm  
with individual loyalty programs of their own.  
These programs are amongst some of the  
industry’s most innovative, helping their  
loyal customers boost reward point  
balances quickly through partner- 
ships with banks, car rental com- 
panies, hotels and retail and  
lifestyle brands. 

www.bd4.ai
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Learning  
a new route to rewards

Traditionally, airlines have segmented digital audiences with business rules.  
If people fulfilled certain criteria or acted in a particular way, they would be 
targeted as part of a segment. When an airline’s sales pace was slow, strategy 
often relied on offering vouchers or discounts to drive bookings to broad 
audience segments.
 
Whilst such offerings would improve booking pace, it was ultimately diluting 
revenue especially from customers who would have booked without any 
incentive. Segmentation simply can’t account for the varying motivations of 
individuals, treating everyone in the same group exactly the same way.
 
Machine learning, operating on real-time behavioral data, is the key to 
understanding individual online users at the time of shopping and at scale.  
By implementing an AI-driven personalization platform such a customer-
centric approach is able to form the basis of automated sales and marketing 
decisions. The technology works by utilizing real-time customer-level signals 
throughout the user journey to respond automatically to shopping behaviors. 

www.bd4.ai

https://bd4.ai/?utm_source=pdf-download&utm_medium=content&utm_campaign=whitepaper-incentives-in-travel-bookings
https://bd4.ai/?utm_source=pdf-download&utm_medium=content&utm_campaign=whitepaper-incentives-in-travel-bookings


www.bd4.ai www.bd4.ai

11 Whitepaper »Incentives in Travel Bookings«

Personalization to incentivize customers

Today there is an expectation from consumers to be treated as individuals  
and receive personalized recognition and rewards, whether offers, value adds  
or experiences. 

One study from the Incentive Research Foundation  
(IRF) found that 99% of respondents had a unique set  
of preferences for the rewards they preferred, while  
                     McKinsey research shows that 71% of                                            
         consumers expect personalization.

A prominent example of a seamless personalized experience is the Netflix app, 
which offers the same hyper-personalized experience on all devices. Amazon 
constantly reviews purchases and browsing data to present the most relevant 
product offers and promotions, while Spotfiy learns your music preferences  
to deliver alternative tracks and curated playlists that are hyper-personalized. 

As consumers become accustomed to being presented with these personalized 
experiences, so too will they expect incentives to resonate with their interests 
or purchase habits. Experiences need not be reliant on knowing who your 
customer is, data from consumer’s digital signals enable businesses to develop 
sales funnels for anonymous users to build market share and treat every user 
individually. 

Profiling and decisioning technology helps companies react in real-time to each 
and every digital visitor, presenting relevant information and products to people 
to support their uniqueness.

By understanding website visitors, businesses can  

engage on the personalized level with distinctive and 

intelligent incentives to each customer. 

99% 
have a unique 
set of reward-
preferences

71% 
of consumers 

expect personali-
zation
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Automating intelligent incentives 

With a deep understanding and connection to customers, airlines are able 
to present individually tailored messages which are relevant to each person. 
Deploying automated AI allows ecommerce retailers to offer digital interventions 
at the most appropriate stage of the booking or purchasing process, removing 
the risk of revenue dilution for customers who were already determined to book.

The latest AI-driven solutions focus on interventions providing intelligent 
incentives to drive purchases – intelligent in a way that only those users who 
needed an incentive received one. 

By using machine learning to target customer incentive efficiently, a leading 
airline was able to achieve a 6% uplift in revenue per user and save more than 
US $1million over 10 months versus a more traditional, scatter-gun segmented 
approach to distributing vouchers and incentives. 

BD4’s AI-driven profiling and decisioning platform has been built specifically 
for airlines, travel companies and retail companies using bespoke algorithms to 
transform eCommerce companies into customer-centric businesses, enabling 
them to better understand and reflect each individual’s needs.
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Final note

Customers in all industries demand to be treated as individuals.  
Loyalty programs offer more than their historical behaviors to assess a 
customer’s devotion and value to your brand; they provide vital insights into 
consumer behaviors and preferences that can be utilized in enhancing the  
digital customer experience and improving business results. 

Ecommerce businesses need to maximize conversion without risking revenue 
opportunity. Discounting culture means consumers expect a special offer,  
rather than deserving one or – more importantly – requiring one to buy.  
Blanket discounting dilutes profits when not presented to those who actually 
need the incentive to purchase. 

One-to-one personalized digital experiences using the power of AI prove 
that incentives sent only to those that are most in need are most effective at 
protecting revenue. Companies today have to look beyond the over-reliance  
on discounting to more long-lasting strategies around customer engagement, 
brand loyalty and intelligent personalized incentives. 

Get in touch with BD4 to understand how we can help your brand 

connect to each individual. Learn how our AI tools will help surface 

the most relevant offers, products and services to your digital 

audience.    
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60489 Frankfurt am Main
Germany
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info@bd4.ai

Book your personal demo!

Discover how an anonymous user  
can be treated as an individual with 
personalized offers, in your own demo  
of BD4’s artificial intelligence software.
LINK www.bd4.ai/get-a-demo

Sign up to our newsletter!

Don‘t miss the latest updates. Sign up 
and get our news and personalization 
insights sent right to your inbox:  
LINK www.bd4.ai/newsletter

Dive into even more insights!

To find more resources about AI-based 
personalization in airlines, travel and 
retail, visit  LINK www.bd4.ai/resources  
and dive into our other white paper,  
case studies and infographics.

BD4 uses AI-driven 
profiling and decisioning 
capabilities to solve its 
customers’ problems 
and achieve commercial 
targets. 

Discover more  
use cases on BD4.ai
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