
Whether resetting an existing program or starting from 
scratch, the first step for loyalty program managers is to 
know what they need and how much budget the design 
and implementation of a program actually requires. Here 
are our five fundamentals for starting a loyalty program.

#1. BUSINESS REQUIREMENTS

Loyalty programs can help achieve fundamental 
business goals, but first these must be defined. Are 
you trying to differentiate a new brand? Do you want to 
deepen your customer relationships by creating relevant 
and personalized engagements? Maybe you want to 
break down data silos and turn customer data into 
business intelligence. Or do you just want to run your 
promotional activities more effectively? 

Once you define business requirements, you will be 
clearer on the problems you are solving for and the 
goals you want to achieve. It may be more cost effective 
to solve one or two strategic problems before you invest 
in a comprehensive solution. Or you may find a partner 
who can meet all your fundamental business needs 
while equipping you for the future. By defining business 
needs first, you can maximize your budget and make 
the business case for loyalty as a revenue driver, rather 
than a cost center.

#2. IT INFRASTRUCTURE

IT infrastructure can be a difficult and expensive cost 
area for loyalty managers. Technology has changed so 
much over the past ten years, and many businesses are 
still operating with legacy systems, fragmented data 
silos, and multiple vendors, which can make it difficult to 
consolidate data into a single customer view. 

Cost areas for IT typically include a data hub, a loyalty or 
promotions engine, point-of-sale integration, marketing 
automation, analytics platforms, and consumer-facing 
technology, such as mobile apps. Managers also need 
to consider the cost of multiple user licenses to operate 
the supporting software. Building loyalty infrastructure 
from scratch is obviously the most expensive route, so 
for businesses that don’t have unlimited IT resources, 
a reliable loyalty partner is invaluable. The right partner 
will have the experience to mix and match platforms and 
tools for your budget, whether you need entirely new 
systems or want to build on what you already have.

Five Fundamentals:  
How Much Budget Will a New 
Loyalty Program Require?

Marketers have always been pioneers 
in building loyalty programs that add 
value to their customers and grow 
the bottom line for businesses. We’ve 
come a long way from the first box-top 
programs and mom-and-pop punch 
cards. Today, loyalty is considered a 
marketing science all its own, and yet 
managers have limited (or shrinking) 
budgets to work with, and their 
challenges have never been greater. 
Even more, the gap seems to widen 
given the disconnect between what 
loyalty managers want to do and what 
they can do within their budgets and 
resources. Managers want “connected 
loyalty” that leverages the converging 
forces of strategy, technology, mobility, 
consumers’ activities, and data. But 
this could mean a whole new “loyalty 
reset,” which requires buy-in from 
executives who determine budgets 
and allocate resources.



#3. PROGRAM OPERATIONS

Program operations encompasses everything you do to get a return on your 
loyalty investment. This is the real nitty-gritty of loyalty programs. It includes 
the structure of your program, the rewards currency you use, how you finance 
rewards, what kinds of discounts and promotions you offer, and how you acquire 
and retain program members.

Ideally, program operations should finance itself. If the program is successful, 
your rewards, offers, and promotions should increase customer engagement, 
drive revenue, and grow the program’s reach. Otherwise, the program becomes 
a cost center, and loyalty budget is harder to justify. Even programs with major 
funding and deep internal resources can fail if they have a poor rewards scheme. 
Loyalty can’t be bought; it takes smart budget investment but also solid program 
operations. Most loyalty managers will want to partner with a third-party company 
that specializes in loyalty and can provide strategy expertise to create the right 
mix of rewards, incentives, offers, promotions, and tactics.

#4. MARKETING

Marketing will determine how successfully you communicate the value of your 
program, grow your membership base, and engage existing members. Our 
recent global survey of consumers found that the vast majority (80 percent) 
belong to 5 or fewer loyalty programs. Nearly 90 percent of members, on 
average, say they shop far more with brands they enjoy and value, but nearly 
two-thirds shop far less with brands if loyalty programs fall short. The marketing 
success of your program has a direct impact on overall business performance 
and health – and the bottom line.

Marketing budget for loyalty programs is spread across different areas of 
investment. If you invest in mobile app development or a CRM platform, these 
will determine the areas where you expect to see a marketing return, such as 
in-app messaging and targeted advertising. Data and analytics investments, 
on the other hand, should show a return in the form of actionable business 
intelligence: how well you understand customers’ habits, behaviors, and 
preferences. Ultimately, marketing your program successfully is about 
listening to data and constantly improving your strategies and tactics. If 
you invest well in fundamental areas, such as IT and program operations, 
marketing is mostly about managing the program well, training employees, 
communicating with customers, flawlessly executing the program in-store, and 
consistently making the program a priority for your business.

#5. BALANCING THE BUDGET

Loyalty managers find it increasingly complex and challenging to design, 
manage, and implement loyalty programs. They struggle to measure the impact 
and financial value of their programs and to find colleagues and employees who 
are well versed in loyalty marketing strategy and tactics. The challenges are 
many, and budgets are shrinking. But loyalty managers can build a successful 
loyalty program if they think through their business requirements; make strategic 
investments in technology and resources; design an easy-to-understand rewards 
scheme that resonates with consumers; consistently communicate the value of 
the program; and make the program a priority to ensure return on investment and 
an increased bottom line.

Successful loyalty programs all have one thing in common: they are clear and 
simple for consumers to understand and participate in. For program managers, 
loyalty is hard work, but it should not be complicated, and our “five fundamentals” 
are an action plan to help you get started.

For more advice on 
starting a loyalty 
program, download 
our white paper on 
financial modeling 
guidelines for loyalty 
programs here.

http://www.500friends.com/resources/financial-modeling-guidelines-for-loyalty-programs

