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In-store marketing: Shop talk 
Why the loyalty schemes must go back to basics
Joshua Bamfield, Director
Centre for Retail Research Promotions and Incentives
Loyalty schemes have come a long way to reach today's swipe-card technology and heavyweight brand partnerships. But while the names, technology and potential may all be there, some major programmes are rumoured to be in trouble and some big-name partners are said to be questioning the value of membership. Against this backdrop, all those involved need to re-examine their systems and make sure they are getting the basics right. The significance of retail promotions first struck me when working for the Co-op. The movement's 25,000 stores were in dire straits and we found that a low-cost refit could entice shoppers back. With new fixtures and a new fascia, each store's turnover rose by an average of 10-15 per cent, and the investment paid for itself in four to six weeks. 

When dividend stamps were added, the Co-op's share of trade started to rise for the first time in 30 years.

The stamps replaced cash bonuses for members at roughly half the previous value. Yet instead of sales declining, they went up.

Twenty-five years later, swipe cards and smart-chip technology have replaced stamps, but the fundamentals remain the same. Straight off the bat, unless stores are properly merchandised and competitively priced, loyalty schemes will not function, no matter how good the potential reward.

One way loyalty schemes can work well is to entice shoppers back to retailers who may have been under-performing, but have brought in new ideas. But these concepts need to be communicated clearly to the consumer. Customers use the technology, but are still often reluctant to redeem the points they have earned.

Shoppers need excitement and they need to be engaged. Programmes such as Nectar make it easy to accumulate large totals, but may not be sufficiently motivating to change consumers' shopping behaviour. Customers need to be actively shopping for points rather than passively collecting them.

Otherwise it may be difficult to justify the scheme to the partner brands. The concerns expressed by loyalty scheme partners are an indication that while the technology works well, the programmes are extremely boring.

For assistance with your next marketing promotion, contact us today!
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