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While 47 percent of executives and entrepreneurs identify finding new customers as a key concern, a new report
from Unity Marketing argues that the more strategic approach is to invest in client retention.

It costs between four and 10 times more to acquire a new client than it takes to retain an existing customer, making
loyalty programs highly cost-effective. However, it is not enough just to have a loyalty program in place, and brands
need to consistently deliver to keep their clients coming back.
"Outside of travel and retail, not too many luxury brands have tapped the potential of a program to build brand loyalty
among luxury customers," said Pam Danziger, president of Unity Marketing, Lancaster, PA.
"T oo many brands view loyalty programs as a strategy for new customer acquisition, which tends to involve heavy
loading of rewards at sign up which only encourages customers to acquire those rewards, redeem them then move
off to the next program that offers hefty signup rewards," she said. "T hat is not a true loyalty program. Loyalty
programs are designed to reward and encourage brand engagement.
"Luxury brands should look to rewarding behavior that encourages loyalty and repeat purchases. Rather than simply
giving points for discounts, luxury brands should think about adding service and experience rewards to their
programs, like Neiman Marcus InCircle, American Express Platinum and Nordstrom Notes do."
"Designing Brand Loyalty Programs to Attract Affluents" is based on data from Unity Marketing's May 2015 Affluent
Consumer T racking Study, which surveyed 1,313 consumers with a household income of at least $100,000. T he
loyalty study looks across the range of affluents engaged with brand loyalty programs, including airline and hotel
rewards, credit card and bank card rewards, retailer rewards and dining rewards, to identify what specifically they
value most in such programs.
Reward, repeat
Unity Marketing references a Bain study, which found that just a 5 percent growth in customer retention can boost
profitability by 75 percent. T his impactful number is partly due to return clients' tendencies to spend more than firsttime buyers.
Knowing that retention is important, it is prudent for retailers to have a loyalty program in place to help engage
consumers and incentivize them to keep coming back.

As consumers earn rewards, they feel they need to stay with a brand since they have something to lose. T hey may
also spend more to reach targets and accrue benefits.
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T hese can also give brands the opportunity to learn about their most loyal clientele, giving them a better picture of
their interests and purchase habits, allowing for more personalized communications.
Affluents are most interested in having added customer service within a loyalty program, but these plans rarely
deliver on this and miss an opportunity to make a connection with their consumers. For luxury brands, which may
avoid discounting, the focus of a loyalty program could instead focus on added value.
One of the traps that loyalty programs fall into is focusing more on getting people to sign up for a plan than on
keeping members happy for the long run.
Part of this is putting more emphasis on rewarding behavior beyond signing up. Very often brands incentivize
joining a loyalty program with a large payout of benefits, only to find these new clients disappearing after they have
used their initial rewards, which can prove costly.
T he key is having a consistent engagement with the clients a brand wants to keep most.
Unity Marketing has identified some of the effective players in this space, including Nordstrom and Neiman Marcus.
Neiman Marcus' InCircle is a tiered program, which lets consumers gain new levels of exclusive services based on
the amount they spend in a year. T hose who reach $75,000 in annual spend are treated to fitting room experiences,
an InCircle concierge and wardrobe consultation.
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Similarly, Nordstrom consumers unlock more benefits as they spend more, incentivizing them to come back and
shop.
Another area where a lot of brands are missing out is in reaching the HENRYs (high earners not rich yet), who have
household incomes between $100,000 and $250,000. Not yet affluent but with more discretionary income than the
middle class, many HENRYs will see their incomes grow in the future.
While HENRYs may individually have less money than the ultra-affluent, they are greater in number, estimated at 24
million households in the United States. A large portion of HENRYs are millennials with high-paying jobs, a segment
that Unity Marketing says should be a key target for loyalty efforts.
Rather than seeking out discounts, these consumers are more keen on spending to belong, giving themselves access

they would otherwise not have.
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"Young HENRYs on the road to affluence are a real opportunity for brands and a segment that many have failed to
prospect effectively," Ms. Danziger said.
"For example, among the young affluents, aged 24-44 years, in this survey, fewer than half (49 percent) belong to a
hotel program, as compared with 65 percent of mature affluents aged 45-70 years," she said. "Yet all age groups
travel and all age groups stay in hotels. Clearly hotel loyalty programs are missing the mark when it comes to the
young HENRYs.
"Create hotel loyalty programs suited to the particular customers' brand preferences, rather than fitted across the
hotel brand collection. Many pundits point to the fact that it isn't the hotel rewards programs that are not connecting
with the young HENRYs. Rather it is the hotel brands themselves."
T his may mean an Aloft-specific loyalty program as an alternative to Starwood Preferred Guests or allowing guests
to join a Moxy-specific program instead of Marriott Rewards.
High priority
Sixty-two percent of retailers planned to allocate more funds toward their loyalty programs in 2015, according to a
report from Boston Retail Partners.
Consumers are becoming more digitally driven, and loyalty programs have to change with them, incorporating
mobile, gamification or consumer data to make the reward process more personal. T hinking of a loyalty program as
another part of the omnichannel shopping experience enables a brand to reach consumers however they choose to
interact (see story).
Having a digitized loyalty program can help ensure that consumers engage with it.
Precision cut-crystal maker Swarovski is elevating the customer experience across channels with a new rewards
mobile application launched last year.
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Loyalty programs become effective when consumers use them frequently and for a range of purposes. Swarovski is
ensuring regular use with "Sparkly" rewards or "Sparklisms" that can be earned for a variety of activities and
exchanged for prizes (see story).
Another trend within loyalty is joining with another brand, allowing both members to benefit from incentives.
In 2013, Starwood Hotels & Resorts boosted incentives to join its Starwood Preferred Guest membership by offering
a partnership with Delta Air Lines to give members additional benefits while traveling.
Starwood, which has nine brands including the St. Regis and T he Luxury Collection, announced the partnership,
which will offer exclusive benefits to Delta SkyMiles Medallion members and SPG elite members (see story).
"One of the trends we see in loyalty programs today is crossover programs, where brands partner together to share
members and cross over rewards," Ms. Danziger said. "T his may be appealing for certain brands to tap the loyalty
from other brands, but it can lead to real problems down the road if one brand loses its luster or doesn't live up to
the values of your own.
"T his is one failing with various hotel rewards programs where hotel companiesMarriott, Starwood and
otherscombine their different brands into one big program," she said. "It can be confusing to the luxury customer,
and really not meet their expectations or values they associate with their preferred hospitality brand.
"T hat's one reason we call out Ritz-Carlton Rewards as being spot on for the luxury traveler. While members get
benefits of stays at all Marriott brands, they carry the card and membership of the brand that they know best and
means the most to them."
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