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Abstract 

This essay focus on the loyalty program which is the most popular program among 
companies. In the essay, I collect the information from the internet and summary the 
advantages and disadvantages of the loyalty program so that can help brands to 
determine whether their company is going to launch the loyalty program. 
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1. Introduction 

In nowadays society, accompany with the fast-developed e-economy. The increasingly fierce 
competition in every industry urges the brands to launch their own loyalty program. A loyalty 
program is a marketing strategy designed to encourage customers to continue to shop at or use 
the services of a business associated with the program. Today, such programs cover most types 
of commerce, each having varying features and rewards schemes, including in banking, 
entertainment, hospitality, retailing, and travel (Sharp, Byron; Sharp Anne 1997). [1] Loyalty 
programs have been described as a form of centralized virtual currency, one with unidirectional 
cash flow, since reward points can be exchanged into a good or service but not into cash 
(European Central Bank October 2012) [2]Besides, the loyalty program is also known as the 
reward program which is a reward-based marketing strategy aiming to Retain or attract new 
customers, increase engagement and brand loyalty, Move users further down the funnel. 
(Alexakis, 2019)[3] There are variations of ways for a band to build its loyal customers. Such as 
coupons, credit which can be used to exchange certain benefits, special authority, and big 
discount. However, every coin has two sides. Although loyalty programs can provide benefits 
to both customers and brands, there are also some disadvantages to building a loyalty program. 
This essay is aimed to help brands and customers to figure out the pro and cons of building and 
participating in a loyalty program so that help the brands to make a relevant marketing strategy 
and help customers to determine whether they are going to join the loyalty program. 

2. Pro 

The best customers, we’re told, are loyal ones. They cost less to serve, they’re usually willing to 
pay more than other customers, and they often act as word-of-mouth marketers for your 
company. Win loyalty, therefore, and profits will follow as night follows day. (Reinartz and 
Kumar, 2002) [4]. Obviously, launching a loyalty program can bring multiple benefits to a brand.  

2.1. Save money 

Growing customer upkeep helps bolster benefits fundamentally because unwavering 
customers starting at now have trust in your picture and thusly are presumably going to spend 
more. As indicated by Inc.com, current clients burn through 67 percent more than new clients. 
Insights have demonstrated that expanding client maintenance by only 5 percent supports 
benefits by 25 to 95 percent. Besides, a European study found that customers’ relationship 
perception of a Dutch financial services company’s loyalty program explained about 10% of the 
total variation in customer retention and customer share. Annex Cloud’s own customer loyalty 
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statistics have shown that a well-implemented loyalty program can achieve the following: 
Loyalty programs increase overall revenue by 5-10%. Loyalty members spend 5-20% than non-
members on average. Loyalty program members buy 5-20% more frequently than non-
members. (Sean, 2019) [4] 

2.2. Gather valuable data 

Most present-day purchasers lean toward a redid understanding, with most of Millennials 
uncovering personalization as a serious need. By encouraging customers to balance profiles as 
a segment of your loyalty program, the organization starts recording data about them in your 
organization's database so the organization can redo the customer experience. This 
information permits organizations to gain proficiency with a lot about the client's conduct, 
purchasing propensities, and inclinations. Organizations utilize this significant data from 
various perspectives, from fitting their contributions to explicit gatherings of shoppers and 
estimating the consequences of uncommon advancements to helping with stock administration 
and valuing. An all-around structured loyalty program additionally permits organizations to 
section clients and recognize beneficial clients from unfruitful clients. Organizations can 
remunerate better clients just and along these lines limit the payout to not all that gainful clients. 
Companies can reward better customers only and thereby minimize the payout to not so 
profitable customers. There is no doubt that this is the most efficient way to retain the 
customers from whom the company generates the most profit. (Sean, 2019) [4] 

2.3. Better communication 

loyalty programs give marks an immediate method to convey to clients, which can be especially 
valuable in certain emergencies, for example, a review. By coordinating buy dates, can email 
applicable clients about a reviewed item as opposed to conveying a summed up email that will 
be not entirely obvious by clients or it will be perceived as spam and send straightforwardly to 
the client's dustbin. Also, the loyalty program makes it simple to manufacture brand 
mindfulness and increment unwaveringness by giving significant data all the time. Make sure 
to share declarations about new items or administrations, events, and advancements just as 
loyalty program updates and unique offers. The more your customers know about what your 
business has to offer, the greater chance they will not only keep returning, but they will share 
the information with friends and family. 15% of consumers are more likely to buy from a brand 
if they are part of a loyalty program. (Morgan, n.d.) [5] 

3. Case (Amazon prime) 

In 1995 July tenth, Jeff Bezos established Amazon in Seattle on the grounds that Microsoft is 
additionally situated there. In May 1997, the association opened up to the world. The following 
year, the organization started selling music and recordings, at which time it started activities 
globally by obtaining on the web merchants of books in the United Kingdom and Germany. The 
next year, the association additionally sold computer games, buyer hardware, home-
improvement things, programming, games, and toys notwithstanding different things. Until 
2004, the organization, possessed by Jeff Bezos, still sells for the most part books and CDS. In 
the equivalent year, Amazon was under attack. A portion of its greatest rivals were physical 
chains like Best Buy, which was still in extension mode at that point, with yearly deals 
development of 17%. Toys r Us sued Amazon in a prominent fight, saying it abused an 
understanding between the two organizations to make the toy chain the restrictive vendor of 
Amazon.com. During the new year, the official site of Amazon even falls which caused shock 
among clients and media. Far more detestable, the principal contender of Amazon was eBay 
which is almost worth 33 billion while Amazon simply worth 18 billion. Nobody around then 
trusts Amazon will win this fight. Notwithstanding, after 15 years Amazon is worth more than 
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$900 billion, contrasted, and $33 billion for its old opponent eBay.Amazon Prime enrollment is 
maybe the most compelling motivation. This steadfastness program which is propelled in 
February 2005 is the pioneer of its sort. Clients need to pay 12.99$ and they will get various 
better administrations, for example, free conveyance which is a quicker and advantageous 
choice for the prime individuals, Exclusive arrangements at Whole Foods Market and 5% back 
with the Amazon Prime Rewards Visa Card and prime individuals can appreciate free books, 
magazines, motion pictures, and computer games. With it, Amazon has for all time expanded 
the comfort of web-based shopping. additionally, it has always changed the kind of items 
customers are eager to purchase on the web. Regardless of whether it's overlooked 
endowments or coming up short on diapers, Amazon is presently an option in contrast to 
physical stores. Be that as it may, not every person in Amazon trust this unwaveringness 
program. This thought conveys enormous dangers, and it makes genuine strain inside Amazon. 
Some managers worry that Amazon's top customers will abuse the program and ultimately 
drive the company out of business at high shipping costs. Bezos's instincts prove that he is right, 
Prime members spend an average of four times more than other Amazon customers. Besides, 
prime members also buy more frequently than other Amazon customers. On average, Prime 
members shop on Amazon once every six days. The bulk of Prime members say that Amazon is 
the “first place” they look when shopping online. As of last year, Prime had more than 100 
million paying members worldwide. 

4. CON 

By offering a loyalty program, the brand will have the option to pick up client dependability, yet 
the brand will likewise need to invest an additional push to set it up and look after it. The brand 
may require an innovative framework to follow grant sums clients are aggregating and should 
convey messages or letters to clients that have earned prizes. This could remove time and assets 
from different pieces of your business, so ensure you consider this preceding beginning a 
loyalty program. In the event that you don't keep up your client loyalty program, you could 
baffle faithful clients. These clients, who constantly work together in high volumes, know their 
incentive to the organization and regularly misuse it to get premium assistance or value limits. 
To be sure, we found that in its endeavors to satisfy the regulars, the corporate specialist 
organization had created tweaked Web destinations for every one of its main 250 customers. 
At the click of a button, these customers could obtain personalized service from dedicated sales 
and service teams. The maintenance of these teams, not to mention the Websites, cost the 
company $10 million annually. (Reinartz and Kumar, 2002) [4] 

As we mentioned in the advantage of the loyalty program, lots of the loyalty program request 
their clients to fill their personal information. Every coin has two sides, while the brands are 
using these data to provide a better-customized service. There are a few disservices of these 
projects as well. The vast majority of these projects are overseen by other data management 
company, which monitor the client's focuses, their private data. For example, date of birth, 
telephone number, address, and so on. To a certain degree, our security isn't being given the 
best possible significance as these organizations are following the entirety of our developments. 
For example, where we shop, what we shop, and other ways of managing money. Our data is 
imparted to outsiders to do studies, to advance their items. Even worse, if some bad guy gets 
our personal data such as the credit card number they may have the ability to do credit card 
theft. Today we are living during a time of cybercrime, which is a significant factor with regards 
to our protection. On the off chance that a programmer hacks these organizations' devotion 
program frameworks, the entirety of our data may go into the wrong hands and can have 
intense outcomes. 
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Another disadvantage is to draw individuals to go through more cash in the store by making 
them gather additional dependability focuses or remunerates. In this situation, purchasers are 
really burning through the greater part of their discretionary cashflow just to gather not many 
additional prizes focuses. Loyalty programs resemble an allurement for customers to spend 
their discretionary cash flow. The truth of the matter is that they increment the cost of an item 
and afterward give the segment of that towards remuneration focuses. At last, the customer is 
paying more from his/her pocket. When you get into such plans, it's never simple to escape 
them. It resembles a snare where one gets captured on account of barely any additional rupees 
they acquire. The choice of enlisting into these steadfastness programs isn't simple as we need 
to see our necessities and wants. It relies on what sort of card or projects we are taking a gander 
at, for example, travel rewards, money backs, or air miles. Besides, although many people 
choose to join the loyalty program they actually do not enjoy all things that they deserve. For 
example, many people choose to buy a gym membership so that they can work out in the gym. 
The coach in the gym are good at talk lies, they make customers believe that they will come to 
the gym everyday so most of the customer is willing to buy a whole year membership than a 
monthly membership because it seems a yearly one is a better deal. However, 50% of the new 
member in the gym will quit in just 6 months. 

5. Conclusion 

Comparing with the disadvantages, the advantage of a loyalty program is more significant. 
Besides, the Loyalty program is highly adaptable. In the united state, over 90% of brands have 
their own loyalty program. (Morgan, n.d.) [5] From a public company to the supermarket they 
all have their own loyal customers. Client loyalty programs are intended to compensate for the 
best clients. Numerous entrepreneurs decide to actualize a prizes program so as to hold their 
present clients and transform new clients into bringing customers back. Customary 
steadfastness programs, for example, recurrence programs, focus programs, and cashback or 
refund programs, have a lot of points of interest for private ventures. Since these projects give 
clients a motivator to buy over and over, they offer chances to up-sell or strategically pitch. 
Moreover, such projects have been appeared to build brand mindfulness and create a positive 
rate of profitability. Be that as it may, there can likewise be a few detriments. Before a brand 
launches its own loyalty program, it’s important to examine both the pros and cons to 
determine if a loyalty program can deliver the results that the brand wants. 

References 

[1] Sharp, B., and Sharp, A. (1997). Loyalty programs and their impact on repeat-purchase loyalty 
patterns. International Journal of Research in Marketing, 14(5), pp.473–486. 

[2] European Central Bank (October 2012). Virtual Currency Schemes. Frankfurt is Main: European 
Central Bank. p. 5. ISBN 978-92-899-0862-7. Retrieved 5 March 2014. 

[3] Email Marketing Automation Platform for Thriving Businesses. (2019). Loyalty Program: Examples 
and Trends for Your Business in 2019. [online] Available at: https://moosend.com/blog/loyalty-
program/?cv=1 [Accessed 18 Aug. 2020]. 

[4] Reinartz, W., and Kumar, V. (2002). The Mismanagement of Customer Loyalty. Sean Ogino (2019). 
Annex Cloud Blog. [online] Annexcloud.com. Available at: https://www.annexcloud.com/blog/10-
pros-and-cons-of-loyalty-programs/. 

[5] Morgan, B. (n.d.). 50 Stats That Show The Importance Of Good Loyalty Programs, Even During A 
Crisis. [online] Forbes. Available at: https://www.forbes.com/sites/blakemorgan/2020/05/07/ 
50-stats-that-show-the-importance-of-good-loyalty-programs-even-during-a-crisis/#1ac018e52 
410. 

https://www.annexcloud.com/blog/10-pros-and-cons-of-loyalty-programs/
https://www.annexcloud.com/blog/10-pros-and-cons-of-loyalty-programs/

