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Choosing your loyalty program model

In Chapter Five of the Essential Guide to B2B Loyalty, we learned about the most 
common best practices associated with successful B2B loyalty program design. The 
cardinal rule, as we learned, is that your loyalty strategy flows from your business 
objectives. Whether your objective is to retain best customers, increase share of 
spend, increase purchase frequency, or some combination of customer objectives, 
those objectives will drive your loyalty strategy. If your customer strategy then 
leads to the creation of a B2B loyalty program, then your next decision is 
structural: Upon what structural model will you build your program?

The question of which loyalty structural model to deploy is more than an academic question; answering it is tantamount 
to success. When designing a B2B loyalty program, some marketers are inclined to skip directly to the “fun stuff:” 
designing rewards, program logos, mobile apps, and the like. But all of those design decisions flow from the fundamental 
business structure that determines program costs, liabilities, operations, and the nature and structure of rewards. A 
review of your objectives and customer strategy, combined with a comprehensive financial and capabilities review, will

help you choose the right program structural model based on the 
following parameters:

• Ownership: One of the easiest ways to save money when launching a 
loyalty program is to share or outsource ownership of the loyalty 
program. The catch: if you share or outsource ownership, you also
share or outsource control. To maintain complete control over your 
loyalty program, you’ll need to maintain ownership – and cost.

• Operation: Even if you want to maintain program ownership, you may 
find that you lack the in-house resources to operate the program 
effectively. It’s possible instead to outsource portions or all of your 
program operations: you might outsource the software platform,
rewards fulfillment, communications, or all of the above. Know your 
capabilities, and decide accordingly.

• Value proposition: Your program structure will also drive your value 
proposition to your customers. If you’re playing in another program, 
for example, you’ll be limited to offering those rewards. If you operate 
a proprietary program, on the other hand, then you have the freedom 
to design a blended value proposition that will change customer 
behavior and drive loyalty.

• Financial liability: Operating a large currency-based loyalty program 
will result in your business carrying financial liability on its books in the 
form of unredeemed currency. Your CFO’s tolerance for carrying 
liability may in turn drive you toward a coalition or player model, in 
which there is no liability.  Choose the model that balances your 
financial tolerance against your ability to change customer behavior.

The operative word here is control: The more control you have over your 
program, the better – but control costs money. Choose wisely, and win.

OBJECTIVES

PROGRAM

DESIGN

STRATEGY

STRUCTURE

EXECUTION

TACTICS
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The proprietary loyalty program model is the “classic” loyalty model, and the 
predominant loyalty program model around the world. In the proprietary loyalty model, 
you maintain complete control over your program design and execution: you operate 
the program or outsource it to providers; you control the data; and you own the 
customer relationship. The primary downside: you also own all of the costs.

The proprietary model: Structural parameters
The proprietary loyalty model offers B2B marketers the most complete measure of control over 

design, operations, and outcomes. You own the data, so you own the customer relationships.

The proprietary model: Pros and cons for B2B marketers

• High degree of control

• Reward individual client behavior

• Create value far in excess of cost

• Establish relationship continuity

• Own the levers of behavior change

• Own the client relationship

• Own the data

• Target a variety of buyer types

The proprietary loyalty model

In the proprietary loyalty program model, you have complete control to leverage the tools of 

loyalty marketing to reward and recognize high-value and high-potential best customers.

OWNERSHIP

You own the 

relationships.

OPERATIONS

You operate

the program.

VALUE PROPOSITION

You design 

the rewards.

FINANCIAL LIABILITY

You own the 

program cost.

The proprietary model: Critical success factors
The proprietary loyalty model is the optimal model for strong, differentiated brands with a long-

term focus and a willingness to make the up-front investment required for success.

PROPRIETARY PROGRAMS: PROS PROPRIETARY PROGRAMS: CONS

• Most expensive model to operate

• Poor design can doom from start

• Poor operation can be costly

• All liability rests with the brand

• High start-up costs

YOUR BUSINESS GOALS:

• Retention

• Customer share

YOUR CUSTOMER BASE:

• Large

• All client types

YOUR BRAND TYPE:

• Strong

• Differentiated

YOUR C-SUITE:

• Committed

• Long-term focus

YOUR FINANCES:

• Fully funded

• Long-term focus

YOUR EXPERTISE:

• In-house

• Outsourced
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Many business services companies lack the deep pockets required to stand up a 
proprietary loyalty program. Instead, you can build your strategy around “playing” in an 
existing loyalty program. You can reward your best customers with frequent-flyer or 
hotel points, for example; you can also become a partner in another B2B program that 
appeals to your customers. The tradeoff: you share the relationship.

The player model: Structural parameters
The player loyalty model offers B2B marketers the ability to stand up a reward program quickly 

by issuing currency or rewards from another program. Costs are low – but so is your control.

The player model: Pros and cons for B2B marketers

• Inexpensive (no infrastructure)

• Speed to market

• Linkage to successful brand

• Can leverage existing loyalty base

• Ease of communicating value to clients

• Can drive customer acquisition

The player loyalty model

In the player loyalty program model, you can leverage an established loyalty brand to reward 

your clients with little or no start-up costs. Your partner, however, has most of the control.

OWNERSHIP

You share the 

relationships.

OPERATIONS

Your partner 

operates the 

program.

VALUE PROPOSITION

You issue the 

partner’s 

rewards.

FINANCIAL LIABILITY

You incur only 

the rewards 

costs.

The player model: Critical success factors
The player model is optimal for businesses with tight margins, new businesses and start-ups, 

or commodity businesses that can benefit from association with an established brand.

PLAYER PROGRAMS: PROS PLAYER PROGRAMS: CONS

• No control over program

• Can encourage “cherry-picking”

• Relationships may be second-hand

• No opportunity for soft benefits

• May have little access to data

• Partner rules may change

YOUR BUSINESS GOALS:

• Acquisition

• Customer share

YOUR CUSTOMER BASE:

• Small to large

• Buyers or end

users

YOUR BRAND TYPE:

• New

• Commoditized

YOUR C-SUITE:

• Speed-focused

• Liability-shy

YOUR FINANCES:

• Tight

• Short-term focus

YOUR EXPERTISE:

• Minimal

• Outsourced to 

partner
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In most mature markets around the world, national multi-merchant loyalty coalitions 
thrive: think Air Miles in Canada, Nectar in the UK, and Plenti in the US. While most of 
these coalition programs are consumer-focused, most also welcome B2B partners. 
Coalitions provide many advantages in terms of shared costs, cross-shopping behaviors, 
and speed to reward. The downside: shared relationships and limited control.

The coalition model: Structural parameters
The coalition loyalty model offers B2B marketers the ability to deliver rich rewards to their 

SMB clients without the costs of a proprietary program – often with category exclusivity.

The coalition model: Pros and cons for B2B marketers

• Shared operational expenses

• Greater earning velocity

• Benefit from network effects

• Cross-promotions drive acquisition

• The ability to play in a large national program

• Works well with SMB clients

The coalition loyalty model

In the coalition loyalty program model, you can drive both retention and acquisition through a 

rich rewards program – but you’ll enjoy only limited control, and limited access to data.

OWNERSHIP

You share the 

relationships.

OPERATIONS

The coalition 

operates the 

program.

VALUE PROPOSITION

You issue the 

coalition’s 

rewards.

FINANCIAL LIABILITY

You incur only 

the rewards 

costs.

The coalition model: Critical success factors
The coalition model can be a great fit for an established brand without the deep pockets needed 

to launch a proprietary program. It isn’t a great fit for channel or distributor-focused efforts.

COALITION PROGRAMS: PROS COALITION PROGRAMS: CONS

• Limited control over program

• Dependent on coalition operator

• Shared  customer relationships

• Little opportunity for soft benefits

• May have little access to data

• Big partners often dominate program

YOUR BUSINESS GOALS:

• Customer share

• Acquisition

YOUR CUSTOMER BASE:

• Small to large

• SMBs

YOUR BRAND TYPE:

• Established

• Category 

dominant

YOUR C-SUITE:

• Willing to share 

control

• Long-term focus

YOUR FINANCES:

• Moderate

• Long-term focus

YOUR EXPERTISE:

• Average

• Outsourced to 

operator
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The choice of loyalty model is driven by two primary competing factors: cost versus 
control. If cost were no object, every B2B program would be proprietary, as the
proprietary model offers the most control over your customer relationships. The smaller 
your budget, the more attractive coalition and player models become.

Making the right structural decision

The third factor in the cost-control matrix is your customer type – not all loyalty program models will 

work for all buyers. This matrix will help you find the sweet spot between cost, control, and customers.

The cost-control matrix

P
R

O
G

R
A

M
 C

O
S

T

DEGREE OF CONTROL

PROPRIETARY: High cost, high control

End users Purchasers Influencers Distributors Partners

COALITION: Lower cost, lower control

End users Purchasers Influencers Distributors

PLAYER: Lowest cost, lowest control

End users Purchasers Influencers

Within the proprietary model, you can further fine-tune your program value proposition to create a model 

that clicks with your sales cycle, customer base, and budget. Here’s a look at some common variations.

Proprietary model variations

SOFT CURRENCYPROMOTIONAL CURRENCY

• Creates perceived value 

• Removes focus on price

• Creates barrier to exit

• Provides funding flexibility

• Enables breakage

• Points + $ for rewards

• Overcomes low earn velocity

• Preserves margin

• Broadens reward options

• Can include outside rewards

CONTENT MARKETING

• Best for long sales cycles

• Builds emotional loyalty

• Competitive advantage

• Facilitates dialogue

• Requires customer insight

SOFT BENEFITS

• Builds emotional loyalty

• Tiered resource allocation

• Difficult to copy

• Requires flawless execution

• Essential for top clients
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Every B2B loyalty program must evolve to survive. If your program is successful, your 
clients and customers will sooner or later become jaded, and may even begin to view 
your program as an entitlement. To keep the program fresh and top of mind with 
your best customers, you’ll need to evolve your program model and value 
proposition over time. Perhaps you begin playing in another program, and then 
move to a proprietary model as your business grows. Perhaps you continue to add 
partners to your proprietary program, until your partner network grows so large that 
it resembles a B2B loyalty coalition. Perhaps you add a layer of soft benefits to your 
currency-based program in order to build an emotional connection with your high-
dollar clients. The bottom line: evolution is necessary. In this conceptual diagram, we 
illustrate how your strategic choices will evolve over time. 

Evolving your loyalty business model

OBJECTIVES

STRATEGY
Promotional 

currency

MODEL:
Proprietary

Preferred 
pricing

Content 
marketing

Partnership 
network

Earn 
partners

Soft 
benefits

Phase I Phase II Phase III

Phase One: Launch

In your design phase, you decide to launch a proprietary B2B program geared to build relationships 
with both your SMB clients and your larger contract clients. For your SMBs, you offer a promotional 
currency they can redeem for dual rewards. For your contract clients, you offer preferred pricing based 
on tenure.

Phase Two (Launch + 2 years)

In Phase Two, you evolve the program via several program enhancements: For your SMBs, you offer 
new earn partners to increase the program velocity. You also offer content marketing to help them make 
better use of your products. For your large accounts, you add additional soft benefits such as exclusive 
networking events and early access to beta-test your new products.

Phase Three (Launch + 5 years)

In Phase Three, you have evolved the program into a broad network of earn and burn partners that 
begins to resemble a B2B coalition program with your business as the hub. You provide a wide variety 
of hard and soft benefits, content, and experiences that create a thriving loyalty ecosystem.
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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 

loyalty technology offers unprecedented value, customization, and speed to market for mid-

market B2B and consumer-facing clients. We bring a compelling, turn key, and affordable 

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.


