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Demystifying Incentive and Loyalty Program Pricing

In-bound from and out-bound to participants, usually via call center – typically tied to general 

program support and Rewards customer service.  Some companies charge up to $1 to $1.20 / 

minute. 

Keep in Mind

· Just one redemption may involve multiple phone calls from inquiry to order.

· Travel-related redemption calls can easily exceed 6 for packages and cruises.

· Redemption and inquiry calls cannot always be “modeled” and planned for – Call volume

  spikes do occur.  

In-bound from and out-bound to participants, usually via call center – typically tied to general 

program support and rewards customer service.  

Keep in Mind

· Just like phone communications, redemptions and inquiries cannot always be “modeled” 

  and planned for – E-mail volume spikes do occur as well.

  

Critical to a program’s success, but often neglected as a line item, some companies charge 

a la carte for communications elements such as launch materials, welcome letters, reward 

brochures and/or catalogs, monthly point statements, etc.

Keep in Mind

· Incremental charges may be all-inclusive or apply solely to postage and handling.

· If fees are applied incrementally for communications, estimate launch-related and 

  ongoing communication expenses separately for more accurate view of cost exposure.

Charging separately for sales taxes associated with redeemed rewards and for order 

processing fees associated with redeeming for rewards.

Keep in Mind

· Since taxes vary by state, a current trend is for the reward provider to build an assumed 

tax into the cost per point, removing any concern of cost unpredictability for the client and 

placing the burden on the rewards provider.  Also, if vehicles (i.e., ATVs, autos, motorcycles, 

etc.) and watercraft are part of your reward mix, be aware that the extra fees – such as tax, title 

and registration – typically are the participant’s responsibility.

Charging separately for postage and handling of reward redemptions.

Keep in Mind

· To avert potentially excessive charges, make sure postage and handling fees are clearly 

  defined – ground and air – including when air versus ground delivery would be used.

For Bill on Issuance models, many companies roll program administration into the 

price-per-point.  For Bill on Redemption pricing models, they may cover their program 

management costs through set monthly fees or a range of other approaches.

Keep in Mind

· Some companies charge for program administration by the hour (hourly fees).  Clients 

  should be wary of this open-ended approach.

· Rule of thumb is simple – Companies should be up-front about how they fund program 

  administration and, likewise, clients must be persistent in understanding the model.

If any of the following items are not rolled up in a straightforward price-per-point model, clients should understand 
how they will be charged for:

Telephone calls

E-mail communications

Program communications

Reward taxes / Reward order processing

Rewards fulfillment

Program administration
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A Note on Pricing Additional Services
When Loyaltyworks provides incremental services for our clients, we typically work on a model where we bill on our time 
and a “pass-through” of hard costs (i.e., print production), rather than marking-up all costs incurred.  This way, we ensure a 
solution-neutral approach, giving our clients the best possible value for their investment.

For reference, Loyaltyworks provides a full range of capabilities and services, including:

 • Program assessment and consultation
 • Solution strategy and design
 • Custom technology design and development
 • Creative services
 • Program communications
 • Database marketing
 • Advanced reporting and analytics
 • Market research
 • Custom rewards and fulfillment
 • Call center services

Additional Items Not Included in This Paper (but available separately from Loyaltyworks)
In addition to how you value and pay for your incentive or loyalty program, there are a number of areas that you should address.  
We cover these topics elsewhere for the benefit of our clients, friends and partners.

Other topic areas include:

Understanding the “Balanced Triangle” of incentive program economics and its implications

Establishing needs & objectives for the program,how it aligns with company strategy and fits with other established 
programs or initiatives

Determining program parameters, including program length, audience, value proposition, budget, success measures, etc.

Mapping program needs to suppliers, solution providers and technology

Preparing for and launching the program

Managing the ongoing program, including data management, measurement, ways to assess and improve the program

Leveraging the data long-term to build relationships and business and to drive key behaviors

If you have any questions on incentive and loyalty program pricing or would like information on our solutions, please call us at  

800.844.5000, send an e-mail to info@loyaltyworks.com or visit our Web site at www.loyaltyworks.com.

Demystifying Incentive and Loyalty Program Pricing

About Loyaltyworks
Loyaltyworks designs, develops and manages a wide array of loyalty and incentive programs – from turnkey programs and promotions 

to fully customized solutions – with a focus on measurable results.  For nearly 30 years, Loyaltyworks has successfully implemented 

employee recognition, sales incentive, customer/channel loyalty and performance improvement programs.  

Loyaltyworks supports its programs with a full range of capabilities and services, and approaches client relationships based on core 

values of openness, ease and accountability.  The result – Clients find it easy to do business with Loyaltyworks and be successful.
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