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Consumers  across  different age groups  want different things  from their loyalty programs . Image credit: Lancome

 
By SARAH JONES

As luxury marketers aim to build loyalty programs that appeal to the growing consumer base of millennial and Gen Z
shoppers, they may be missing out on the affluent older generations by not taking their needs into account.

The Silent Generation, those over the age of 73, are the least likely to be active in a loyalty program, while 82 percent
of Gen Z shoppers are enrolled in rewards clubs. While rewards programs are crucial in driving repeat business and
ongoing relationships, luxury retailers need to consider how they are designing these membership-based services to
appeal to a broader consumer base.

"By adopting a loyalty program, brands are able to create one-to-one relationships with their customers," said Emily
Rudin, chief customer officer at CrowdTwist, New York.

"Multichannel loyalty programs allow brands to reward customers for not only spending but also for engaging with
a brand," she said. "Brands are able to leverage the insight gleaned from their loyalty programs to better market to
their customers.

"Our research shows that a significant percentage of consumers will abandon loyalty programs when rewards aren't
compelling or relevant. So, developing the right rewards strategy for your brand is key when launching a loyalty
initiative. Brands need to establish the right rewards mix for their core customers to help create meaningful
moments and build an emotional connection."

CrowdTwist surveyed 1,054 U.S. consumers in June 2018, with respondents almost evenly split between genders.

Perk preferences
For 63 percent of consumers, a brand's loyalty program could be a reason to choose them over a competitor. This is
even more true for consumers in the Gen X, Gen Z and millennial age groups.

"The majority of millennials are persuaded to shop with a brand due to the presence of a loyalty program, therefore
millennial-focused brands should invest in loyalty to get ahead of the competition," Ms. Rudin said. "Millennials
want discounts and savings in return for loyalty, so luxury brands targeting this consumer group should make their
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members feel valued by providing member-only pricing, exclusive sales events and promotions and discounts or
money-off rewards."

Across generations, the primary driver for buying into a loyalty program is the opportunity to save money. This may
be through member-only prices, free shipping or free returns.

VIP treatment is not as much of an attraction for customers, but the silent generation finds it the most appealing out
of any group.

In addition to being the most apt to enroll in loyalty programs, Gen Z is more likely to embrace paying for perks such
as free shipping.

While Gen Z is more actively involved in loyalty programs, the more mature Gen X is the group that redeems points
most frequently.
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Beyond earning rewards for purchases, younger consumers want to be able to gain credits through visits to stores or
a brand's Web site. The younger a consumer is, the greater the appeal of accruing points this way, with 87 percent of
Gen Zers seeking rewards for store trips.

While consumers' reasons for joining a loyalty program are fairly similar, different generations favor diverse perks.
Millennials are more likely to want access to experiences such as concerts or sporting events, while Gen Z
consumers show the most preference for earning charitable donations.

Shoppers' reasons for leaving a loyalty program also vary. The eldest boomers and silent generation consumers exit
if they find they are not receiving relevant rewards, while Gen X shoppers will abandon a program if they feel they
are not being valued by the retailer.

The typically less affluent millennials and Gen Zers get frustrated if it takes too long to earn points.

Luxury brands' focus on millennials and Gen Z clientele makes sense for more reasons than their burgeoning
incomes. These are the age groups that enjoy shopping the most.
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Affluent consumers are more apt to take part in loyalty programs. Image credit: Nordstrom

All consumer groups favor online shopping, partly because they get to skip long checkout lines, the number one
frustration about in-store shopping. However, the bricks-and-mortar environment is still important.

Taking a cross-channel approach, Gen Z and baby boomer shoppers show the most preference for seeing items in-
store and having them shipped to their house.

Loyalty does not solely revolve around having a strong rewards system. Consumers also self-report that they choose
to frequent their favorite retailers because of qualities such as product selection and positive shopping experiences.

"Baby boomers are the most affluent consumer group," Ms. Rudin said. "They have money to spend, but are
underwhelmed by the programs in market today.

"Luxury brands targeting this group have a real opportunity to stand out from the crowd," she said. "Like most
consumers, baby boomers primarily prefer to shop online, however they enjoy in-store shopping more than any
other generation, so brands need to invest in the in-store experience."

Loyalty in luxury
Consumers with higher incomes are more apt to be part of a loyalty program than their peers, pointing to the
potential benefit of these membership clubs for luxury brands.

According to a prior report from CrowdTwist, affluent consumers are some of the most active loyalty users, with
these shoppers most frequently cashing in rewards. As consumers become more distrustful of data collection,
luxury brands can leverage loyalty programs as an incentive for opting in (see story).

CrowdTwist found that consumers are less willing to offer up their information to retailers in exchange for loyalty
than they were last year. At the same time, retailers are failing to deliver successfully on personalization, as less than
half of shoppers report buying products that were suggested to them.

As millennials and Gen Z consumers become a greater part of the luxury business, having loyalty programs that can
deliver rewards more frequently can be a plus for retailers.

For instance, department store chain Nordstrom is revamping its loyalty program to include additional
personalization and more convenient ways to shop.

Dubbed The Nordy Club, the new rewards system launched in October and will allow participants to earn points
faster than before. The benefits are not limited to cardholders, making it more appealing to younger shoppers who
tend to eschew credit cards (see story).

"Many retailers are making efforts to personalize but often fall short on delivery due to the fact that they are
overwhelmed by the amount of data they collect on customers, and face challenges around how to apply that insight
to deliver meaningful customer experiences," Ms. Rudin said.

"Brands can improve personalized experiences by investing in a multichannel loyalty solution that captures
customer behavior and transactional data and segment customers based on where they fall in the product life cycle
and how they engage with the brand," she said. "Brands can group customers based on all known data to deliver
personalized activities, rewards and brand experiences."
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