
ADDING A 
PREMIUM TIER 
TO YOUR EXISTING 
LOYALTY PROGRAM

EVERYTHING YOU NEED TO KNOW ABOUT



2

TABLE OF CONTENTS

3 Introduction: Challenging the Status Quo

4 Chapter 1: Breaking Down Traditional and Premium Loyalty Programs

7 Chapter 2: How Your Current Loyalty Program and Premium Can Work Together

11 Chapter 3: How to Design Your End-to-End Loyalty Solution

16 Conclusion: Challenging the Loyalty Status Quo

17 Resources

Clarus Commerce | Adding a Premium Tier to Your Existing Loyalty Program



33

CHALLENGING 
THE STATUS QUO

Forty-nine percent of consumers have tried shopping with a new 
brand since March 2020, according to recent data.

Yet nearly three-quarters (73%) of premium loyalty members 
shopped more with retailers whose programs they belonged to 
during the pandemic. And 41% shopped significantly more with 
those retailers.

This is logical since these programs provide consumers with 
enhanced benefits and VIP experiences – the best of your brand – 
for a fee. Ninety percent of consumers say they’re likely to choose 
a retailer where they’re a premium loyalty member over another one 
offering a lower price. 

And when you consider that more than half of retailers say premium 
loyalty members are 4x as valuable as non-members, 
it’s no wonder why.

Ninety-five percent of retailers are discussing launching a program 
of their own.

With mega programs like Amazon Prime, Walmart+, and the recently 
piloted Best Buy Beta, this trend isn’t going away. 

But chances are, you already have an existing loyalty program.

What should you do to meet customer demands? 
Replace your current program? 

The short answer is no. Premium loyalty is very 
different than traditional loyalty programs, but the 
models can work together. And that’s the key to 
challenging the loyalty status quo. 

This eBook will dive into how and why you should 
do both – and take a detailed look at retailers 
who are doing it today. 

From correctly pricing a program to 
understanding the unique constructs of each, 
you’ll take away strategies to design a multi-tiered 
loyalty program of your own – One that gives 
your customers the choice as to what type of 
relationship they want with your brand.

73% 
of premium loyalty 

members shopped more 
with retailers whose 

programs they belonged to 
during the pandemic.

95% 
of retailers are discussing 

launching a premium loyalty 
program of their own.

KEY FINDINGS
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THE FIRST STEP...
is understanding the major categories of loyalty programs: 
Traditional loyalty programs and premium loyalty programs. 

By breaking them down, it’s easier to understand their unique 
strengths and how they can fit together as a part of your 
loyalty ecosystem. 

Traditional Loyalty Programs Premium Loyalty Programs

Free to join Fee to join

Points earned for purchases 
and/or engagement

Benefits upfront to 
be used anytime

Points redeemable for 
discounts after a threshold

Discounts, free shipping, 
and VIP experiences

Mass consumer appeal
Targeted towards best 

customers

Great at collecting first-party data
More engagement, purchase 

frequency, and AOV

TRADITIONAL LOYALTY PROGRAMS
Traditional loyalty programs have been around forever, and 8 in 10 retailers have one. Typically, these are points programs that 
require your customers to transact and earn rewards over time. 

Since they’re free to sign up for, they’re great at collecting data from a huge number of consumers. This can be used for 
communications and improving the user experience. And with the ban of cookies lurking on the horizon, they will play an even bigger 
role as it will be harder to collect third-party data. 

Because of virtually no barrier to entry, these programs are a great entry point to your larger loyalty ecosystem and can start 
demonstrating value. 
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TRADITIONAL TIERED LOYALTY PROGRAMS
These are essentially enhanced versions of traditional free loyalty programs that offer more rewards based on status. Customers sign 
up for free and can level up into higher tiers depending on how much they spend annually. 

For example, Sephora® Beauty Insider is a popular loyalty program that’s free to join but adds more value as members spend more.  

Insiders get free shipping on orders of $50 or more but VIB members that spend $350 annually only need to meet a $35 order 
minimum. And Rouge members that spend $1000 annually get free shipping with no minimum order amount. Rouge members also get 
access to exclusive events and first access to products. Insiders and VIBs don’t. 

Traditional tiered loyalty programs are interesting because they bring about an element of status.

94% 94% of premium loyalty members shop with their favorite retailers at least once a month. 

90% 90% of consumers say they’re likely to choose a retailer where they’re a premium loyalty member over another one offering a lower price. 

88% 88% of premium loyalty members say they’re likely to recommend a retailer with valuable premium loyalty benefits to a family member or friend. 

PREMIUM LOYALTY PROGRAMS
Premium loyalty programs are the ultimate – The highest status and the best that your brand has to offer. 

Your customers pay a fee to sign up, and in exchange, they have access to the best of your brand immediately. It’s a different type of 
relationship. These programs introduce new benefits and reward members every time they engage. Instant discounts, free shipping 
with no minimums, and VIP experiences are typical.

These programs have been proven to increase order frequency, AOV, and LTV, and most importantly, build more loyalty – Something 
that is critical as we come out of the pandemic and building loyalty continues to be a major challenge for retailers. 

Ideally, your free and premium loyalty programs should work together to keep customers engaged. 

So, how do you start to think about this and tie everything together for a loyalty solution that makes sense for different groups in your 
customer base? 
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Because they’re free, traditional loyalty programs are a great entry point for consumers new to your brand, who can later be recruited 
to a more committed and benefits-rich premium loyalty program. Members of your free program can also be optimized within the free 
loyalty environment if your brand is willing and able to carry all the rewards and benefits costs.  

When someone wants to upgrade and commit, it should be as easy as pushing a button. Or if they choose to opt-out of the premium 
tier, they will remain connected to your brand within the free program. 

In our recent 2021 Premium Loyalty Data Study, 81% of consumers said it’s likely that they’d join a retailer’s premium loyalty 
program if they already were part of its traditional loyalty program, assuming that the benefits were valuable. This is an increase of 
14 percentage points from 2020 (67%). 

You already have a captive audience.
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While you can certainly do a stand-alone premium loyalty 
program, it’s wise to consider doing both - Adding and not 
dropping. Some brands may have one or the other, but both 
play an important role in your overall loyalty strategy. There 
are two models used to accomplish this: The Upgrade Model 
and The Addition Model. 

Some premium loyalty programs simply enhance existing free 
program benefits. Others offer something completely different 
in rewards, benefits, and experiences.

The upgrade model simply takes the free tier and adds even 
more value for your members.

GameStop® PowerUp Rewards is a great example of this 
model at work. The premium tier enhances the free program 
and provides better benefits for $19.99 annually. 

9

THE UPGRADE MODEL

1 Point Per Dollar Spent

60-Day Returns

Free Shipping on Orders Over $50

Free Birthday Gift

FREE TIER
Free $10 Coupon Once a Month

10% Discount on Every Order

120-Day Returns

Free Shipping with No Threshold

PREMIUM TIER

PowerUp Rewards Player PowerUp Rewards Pro
Free $19.99/Year

10 Points per Dollar Spent Automatic Player Status

Birthday Gift $5 Welcome Reward/$5 Monthly Reward

First to Know About Offers 10% Extra in Credit

Pro-Only Event Access

Game Informer Subscription

GAMESTOP® - THE UPGRADE MODEL

A TIERED APPROACH TO PREMIUM LOYALTY – 
THE UPGRADE MODEL VS. THE ADDITION MODEL
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THE ADDITION MODEL

FREE TIER

1 Point Per Dollar Spent

60-Day Returns

Free Shipping on Orders Over $50

Free Birthday Gift

PREMIUM TIER

10% Discount on Every Order

120-Day Returns

Free Shipping with No Threshold

Extra 5% Off Sale Items

Early Access to Sales & Events

Free Technical Support or Extended Warranties

My Best Buy Best Buy Beta

Free to Join $199.99/Year

Free Shipping 
(with minimum based on tier)

Automatic Elite Status 
(free shipping 

with no threshold)
Rewards Points 
(based on tier)

Concierge Support

Exclusive Deals
Member Pricing 

on Products

Early Access
Free In-Home 

Delivery & Installation
Two Year Protection 

(includes Apple Care)
10% Off 

Subscription Services

The addition model provides members with everything that the 
free program does but adds in completely new benefits.

It’s a different experience for your best customers. 

My Best Buy offers many of the benefits typical of free loyalty 
programs. It mainly focuses on transactional benefits. This 
program has tiers, Elite and Elite Plus, where members can earn 
more points and have the shipping threshold waived if they 
spend $1500 and same-day shipping with $3500. 

But Best Buy Beta is something very different. It immediately 
gets people into the Elite tier, but it brings in different benefits 
that some customers highly value. For casual shoppers, it might 
not make sense, but for Best Buy’s super users of multiple 
services, Best Buy Beta offers tremendous value. 

So, there are two buckets – More of an upgrade to 
your existing program versus a completely different 
program with new, highly valued, and exclusive benefits. 
Both approaches can work and there’s no right or 
wrong way to do it. Brands do it differently according 
to their business models and understanding what their 
customers value – That’s the key. 

Understanding the value of the benefits, especially the 
perceived value to your best customers, is the foundation 
for building your program and setting 
the membership fee.

BEST BUY - THE ADDITION MODEL

Clarus Commerce | Adding a Premium Tier to Your Existing Loyalty Program



HOW TO DESIGN 
YOUR END-TO-END 
LOYALTY SOLUTION 

CHAPTER 3



1212

You can’t just build and launch a program just to have 
a program in the market. Although you may get some 
members, you won’t generate incremental loyalty or 
brand affinity. And by the same token, you can’t build 
a me-too program.  

You have to figure out what rewards and benefits will be 
valuable to your customers and at different levels (traditional 
and premium).  

Focus on benefits and experiences that are exclusive to 
your brand – such as access to a stylist, a behind the scenes 
experience at your corporate offices, a wardrobe or style 
makeover, a virtual event featuring a merchandiser or buyer, 
access to a sponsored or lifestyle event and so much more.  

As seen in Chapter 2, Best Buy® took some of its 
value-added services, bundled them together, and created 
something truly unique and desirable in Best Buy Beta. 

But figuring out what benefits to offer is only the beginning. 
Your program price point, based on the average AOV, annual 
buying behaviors, and benefits mix, needs to make sense for 
your customers. 

There are three key steps to get it right. 
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THE THREE FITS 
FOR A SUCCESSFUL 
LOYALTY PROGRAM
A successful loyalty solution must nail three fits. The benefits need to be 
right for your customers, the program costs need to make sense for the 
benefits, and the program costs need to work for your customers. 

The Right 
Benefits for 

Your Customers

The Right 
Cost for 

the Benefits

The Right 
Cost for 

Your Customers
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STEP 1: THE RIGHT BENEFITS FOR YOUR CUSTOMERS
The first step is your customers. How can you speak to what they value? 

CVS does a great job here with both of its loyalty programs: ExtraCare® and CarePass®. When CVS® launched ExtraCare® in 2001, it 
became the first national pharmacy retailer to launch a loyalty card program. The program offers traditional loyalty program benefits. 
It’s a great program for many of CVS’s® customers.  

But for their top customers, CVS® began testing CarePass® in late 2018 and launched it soon after. This premium loyalty program 
provides a lot of value and convenience for people who use the pharmacy. But it also gets people into stores and shopping for other 
products. Again, you must make sure the benefits match your customers. 

STEP 2: THE RIGHT COST FOR THE BENEFITS  
In a premium loyalty program, where people are paying for benefits, they need to be worth the money.  

CarePass® members value not only the discounts and free shipping, but they value the extra level of service that comes with the 
membership. This program is more focused on people who are pharmacy shoppers. 

CarePass® is $5 / month, or $48 / year, and makes sense for the benefits that CVS offers. From a pure discount perspective, it’s 
easy for consumers to do the math and figure out if they’ll come out on top. And the helpline is something extra that enhances the 
relationship even further. 

But you also must make sure that the cost feels right for your customers. 

CVS® ExtraCare® CVS® CarePass® 

Free to Join $5/Month or $48/Year 

2% Back Every Time You Shop 20% Off CVS Health® Brand Products 

$3 ExtraBucks® Birthday Reward Free Same-Day Rx Delivery

Weekly Ad Sale Prices Free 1-to-2-Day Shipping 

Save 3x More with Text Alerts to Get Personalized Offers 24/7 Pharmacist Helpline 
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STEP 3: THE RIGHT COST 
FOR YOUR CUSTOMERS
The last step is making sure that the cost is right for your 
customers. Just because the costs might be technically 
worth the benefits, that doesn’t mean your customers will 
be willing to pay it. 

Your customers must be willing to spend that money, i.e., 
see enough value and that it works for them and their 
relationship with your brand. CarePass® nails these three 
fits. But other brands on different ends of the spectrum do 
as well. 

Lululemon’s® premium loyalty program comes in at a 
much higher price point: $168 annually. But its customers 
are used to paying over $100 for high-end merchandise. 
Therefore, the value proposition makes sense. 

And the benefits are valuable. Aside from free merchandise 
at signup (that’s worth almost as much as the membership 
fee) and free shipping, members also have access to 
curated classes. And the special logo on merchandise for 
members adds to a feeling of community around fitness 
and well-being. Those customers love it. 

At the same time, it wouldn’t make sense for Lids® to do 
a $160 program selling hats and accessories. That’s why 

its program, Lids All Access Pass Premium, is $5 annually. Members get a $10 in-store reward for spending $100, 20% of all hats, and 
more. If a customer is planning to buy just one or two hats a year, the program pays for itself. It’s a no-brainer. 

In getting back to CarePass®, it’s not only worth it, but CVS® also gives flexibility. It allows members to pay monthly or annually. 

These are all examples of programs that nail the three fits perfectly. Your benefits need to fit your customers and the pricing must 
work for the benefits and your customers. And it’s different for every retailer. 
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CHALLENGING 
THE LOYALTY 
STATUS QUO
Remember, it’s no longer enough just to have a loyalty program.  

Almost 70% of consumers agree that their loyalty is more 
difficult to maintain than ever before. 

You must look farther out and challenge the loyalty status quo. 
This means spending more time making your customer loyalty 
and engagement strategy better – more appealing, more 
engaging, more rewarding, more meaningful, and personalized 
to the individual. And this means giving your customers choices 
on how they want to engage with your brand. 

Seventy-nine percent of consumers say they don’t want to 
accumulate points anymore, and retailers’ loyalty programs 
should provide immediate benefits to maintain their loyalty. It’s 
time to give your customers what they want: 

Faster rewards, more value and convenience, 
and the option to choose.  

If you’d like to learn more about adding a premium tier to 
your existing loyalty program, or launching a completely new 
comprehensive end-to-end loyalty solution including multiple 
tiers, sweepstakes, contests, rebates, and more, reach out to us. 

16
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Clarus Commerce is a leading provider of customizable end-to-end loyalty solutions. 
The company provides the full suite of technology and services needed for a successful 
loyalty program, which includes the platform, client services, strategy, creative, marketing, 
analytics, IT and operations. Clarus Commerce was founded in 2001 and is headquartered 
in Rocky Hill, Connecticut. 

For more information, visit www.claruscommerce.com

About Clarus Commerce

©2021 Clarus Commerce LLC

LOOKING FOR MORE LOYALTY RESOURCES?

The Premium Loyalty 
Starter Bundle

2021 Premium Loyalty 
Data Study

2021 Loyalty Industry 
Data Study
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