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VIP, MEMBERSHIP OR PREMIUM LOYALTY PROGRAMS
With the abundance of loyalty programs in the market today, it’s no
wonder consumers have become immune to offers and incentives.
Yet, premium loyalty programs (often called VIP, Membership, or
Paid Loyalty) are paving new ground in this mature field. In a tough
competitive market, retailers as diverse as Amazon, Restoration
Hardware and GameStop are using premium loyalty programs to
take customer engagement, customer loyalty and incremental
revenue to new heights.
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WHAT IS PREMIUM LOYALTY?
Just about any time you visit a retailer, you’re asked if you are
part of their rewards program. You give the cashier your phone
number, acquire points, and eventually, receive a reward in the
form of coupons or discounts.
Sign up. Get a Card. Get points.
Loyalty progarms are usually that simple.
If consumers have loyalty cards or apps for just about every
retailer, is this really loyalty?
How do you differentiate your loyalty program and keep your
best customers coming back for more? Enter, premium loyalty.
Premium loyalty programs are designed to help brands engage
their best customers. By providing a premium level of access
to experiences, savings and valuable benefits that go beyond
what a free loyalty program offers, you integrate your brand into
a customer’s everyday life and strengthen the relationship they
have with your brand.

On average,
households
belong to

29

loyalty
programs,
yet are only
active in

12

With a premium loyalty program members pay upfront for access to benefits right away, rather than
waiting for points to accrue.
An example of a premium loyalty program you’ve likely heard of is Amazon Prime.
Amazon is the best example of a brand that understands the value of member-funded loyalty initiatives,
with over 100 million members enrolled in their Prime program. The $120-a-year membership program
gives consumers access to free two-day and same-day shipping, streaming music and video, and
more.
Prime members are Amazon’s most loyal customers and they keep shopping at Amazon to exercise
their membership benefits:
•
•

The average Amazon Prime member spent $1,300 a year on Amazon compared to $700 for
all U.S. Amazon customers.
In December 2017, 85% of U.S. Amazon Prime members made a purchase on Amazon,
compared to 51% of non-Prime households. (Entrepreneur)

There are more than 100 million Prime members just in the U.S.
- Amazon Chief Executive Officer, Jeff Bezos

FREE VS. FEE
When it comes to loyalty programs, retailers often struggle
to decide whether to offer a free loyalty program, or charge
customers for the added benefits that a premium loyalty
program offers.
A free membership program often attracts a larger customer
base, but the question becomes – How engaged are these
customers?
Consumers are willing to pay for increased value, special
access and elevated benefits from a brand that they know and
trust. Charging customers for premium loyalty will attract your
best customers and allow you to focus your most expensive
assets on them.

A traditional one-size fits all, free program is recommended for retailers looking to target
a wide net of customers. However, if you aspire to identify and build relationships with your
brand’s most valuable customers, a premium loyalty program can drive customer engagement
to the next level.
FREE

FEE

• Admits any customer

• Requires upfront fee to join

• Maximize membership reach - Attracts a
larger group of customers including brand
advocates and the occasional shopper

• Attracts the most committed customers

• Easier to promote - Customers don’t need to
be ‘sold’ a membership

• Shorter time to profitability

• Flexibility - The program is relatively easy to
change and evolve

• Keeps your brand in front of consumers
every day
• Offers a more unique and extensive set of
member benefits
• Allows for expensive benefits to be targeted
to a select group of customers
Source: Paytronix

WILL CUSTOMERS PAY
FOR LOYALTY?
Customers are willing to pay for program benefits if
they percieve value.

Would you be willing to pay for a
program that offers rewards and
money saving benefits?
No

If people are truly loyal customers of your
brand, they’ll be willing to pay for access to
premium benefits – as long as they feel they’re
getting value. The key is to provide benefits
that are unique and relevant to your brand
and deeply resonate with your customer.
If you are able to enhance your customers’
daily lives, they will continue to interact with
Chris Duncan, CMO, Inte Q
your brand.

38%
62%

Yes

What would you pay
for a program like this?
$5 per month
$4 per month
$3 per month
$2 per month
$1 per month

39.8%
4.8%
10.9%
19.9%
18.7%

Inte Q Proprietary Research 2018

77%
80%

of 25-34 year-olds say they’d
be happy to pay for the
privilege of being part of a
loyalty program
of consumers in that age group
say it would be worth paying
for a loyaty program if the
rewards offered fit their needs

LoyaltyOne

WITH FREE LOYALTY,
WHAT’S THE RISK?
A free loyalty program poses little risk to consumers. You’re
often required to give a few pieces of personal information to
join, and if you spend enough, you get rewarded.
On the surface, there appears to be limited risk to the retailer
as well. The biggest challenge companies face is the long term
commitment to their loyalty program. They fail to evolve, and
the relationship with their core customer is often compromised.
For example, how many punch cards do you still have in your
wallet? Today’s consumers have evolved to using smartphone
apps or email rewards.

DISCOUNT TRAINING
Often times, free loyalty programs end up training customers not to
shop without a coupon. Kohl’s Department Stores offer 10%, 20%, and
30% off coupons. As a customer, I won’t shop until I receive the 30% off
coupon because I know it will eventually arrive in my mailbox.
How many of those blue 20% off Bed Bath and Beyond coupons do you
have stockpiled? According to Fortune, the retailer has felt pressure
on profits due to widespread coupon usage and as a result they have
implemented a premium loyalty program that provides access to an
everyday discount.

WHO’S DOING PREMIUM LOYALTY WELL?
Restoration Hardware
“The new membership program will improve customers’ experience and make the
company’s brand more valuable while cutting costs,” states Gary Friedman, Chairman and
CEO of Restoration Hardware.
RH puts the card in your basket as a $100 item for checkout on the site, so it’s not a separate enrollment.
Benefits include 25% off anytime and other exclusive access benefits.
“Membership has enhanced our brand, streamlined our operations and vastly improved the customer
experience,” said Friedman.

A.C. Moore
A.C. Moore’s “Pinwheel VIP” program extends the A.C. Moore brand experience beyond
the confines of their stores’ four walls, making the brand more meaningful for customers.
This exclusive program is an annual paid membership program offered to A.C. Moore
customers for $39.99 and includes over $200 in members-only savings.
“[Our “Pinwheel VIP” program] differentiates our brand and enhances our customer experience!” Anthony
Piperno, President, A.C. Moore.

GameStop
For just $14.99, the 43 million-plus members of GameStop’s PowerUp Rewards
program gain exclusive access to merchandise special deals, discounts, bonus
points, and the popular GameInformer magazine.
Fifty percent of transactions have a PowerUp Rewards card attached to them. “It makes you feel like
you’re a part of this exclusive club,” said Yory Wurmser, retail analyst at eMarketer.

pre•mi•um
/ˈprēmēəm/
noun

1. Relating to or denoting a commodity or product of superior quality
2. Something given as a reward, prize, or incentive

IS PREMIUM LOYALTY RIGHT FOR YOU?
Brands are experiencing a significant shift in what consumers want, and premium
loyalty benefits are paving a path for the future of consumer brands.

Premium loyalty programs are not only accepted by consumers but
appreciated and embraced if they provide value.
They have proven to generate significant incremental revenue and profits for retail
organizations across the U.S.
If you would like to discuss how a premium loyalty program might fit with your
business, contact us today.

Visit: inteqinsights.com/contact-us
Email: marketing@inteqinsights.com

FIND OUT WHAT PREMIUM LOYALTY
CAN DO FOR YOUR BUSINESS
View Our Calculator at:
inteqinsights.com/PremiumLoyaltyCalculator

ABOUT INTE Q
Inte Q is a leader in loyalty, customer relationship management and subscription-based programs
that enhance customer relationships, strengthen brand affinity and drive incremental customer
engagement.
With over 35 years in the loyalty marketing business, Inte Q is a marketing leader focused on loyalty
and CRM programs, premium loyalty programs, marketing strategy, analytics, engagement benefits
and platform services. With offices in the U.S. and London, Inte Q serves clients in the retail, financial
services and travel/hospitality industries.
For additional information, please visit inteqinsights.com or give us a call at 630.874.2424.
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ARE YOU READY TO GO PREMIUM?
Contact us today.

Visit: inteqinsights.com/contact-us

Email: marketing@inteqinsights.com
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