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Outline

• The retailing context for loyalty and 
customer relationship management

• The “ Big 5” UK Loyalty Schemes
• Tesco vs. Nectar
• Who will “win”?
• Lessons for the European loyalty arena



Pressures on would-be loyal consumers and the 
companies seeking their loyalty

• Increasingly competitive and transparent markets
– A wider range of formats, offers and channels
– Increasing price transparency

• Smarter consumers
– Better informed/more wary
– Keener focus on value for money
– Meeting consumers’ aspirations

• The accountants and marketing effectiveness



Format and channel diversif icat ion

“Grocery retailing in the UK is a classic oligopoly, with the top three 
or four firms accounting for around 60% of the market. Those 
companies are fighting for an overall UK grocery spend of £65bn a 
year. In such a fierce climate, there's a constant search for smart 
weapons to gain an edge.”



Price t ransparency: low inf lat ion
The British Retail Consortium 

Shop Price Index
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Price transparency: Internet



‘ Top of mind’ for food retail CEOs in 2004

Source: CIES, 2004



Pressures: smarter consumers

• Keener focus on value 
for money
– Looking harder at the 

‘soft benefits’

• Better informed/more 
wary
– Diminution of trust
– Consumer privacy 

concerns

• Meeting consumers’ 
aspirations



Value for money?

• Nect ar is t he lat est point s scheme t o 
encourage credit card spending. But 
wit h rewards wort h as l i t t le as £12.50 
for £5,000 wort h of spending, why are 
we get t ing so excit ed? (Consumers’ 
Association, 2003)



How much is that free f light?

Source: Consumers’ Association, 2003



Consumer privacy concerns



Research-led lobbying 



Meeting consumers’ aspirations: services?
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Source: Sheth & Sisodia, 1998



Pressures – the accountants

• Increasing expenditure chasing the same 
customers leads to concern over retail 
marketing effectiveness

• “the faith in money as the language of 
business undermines confidence in an 
activity which cannot be measured wholly in 
those terms” 

• Risk evaluation in a financial management 
context: loyalty card ROI



The ‘ Big 5’ UK Loyalty Schemes

Sainsbury, BP, Barclaycard,
Debenhams, Vodafone, Ford, Argos17mn2002Nectar

None>1mn1997
WHSmith
Clubcard

None14mn1997
Boots
Advantage

Redemption only13.5mn1995
Tesco
Clubcard

100 partners6mn1988Air Miles

Partners
Card
holders

Date
LaunchedName



Tesco Clubcard

• First UK supermarket 
scheme

• 13mn active cardholders
• £1bn in vouchers and 

coupons sent out
• £4 of every £5 spent in store 

by Clubcard holders
• Six different variations of 

Clubcard magazine sent out
• Recent statements with as 

many as 1,000,000 variants



Tesco Clubcard

• Strengths
– First-mover advantage
– Single brand orientation, 

with point-earning 
partnership brands

– Acquired data analysis 
expertise (dunnhumby)

– Ten years’ data and 
experience

– Cross-selling 
opportunities within 
Tesco categories (e.g. 
personal finance)

• Weaknesses
– Single brand dominant
– More expensive and 

higher risk
– No cross-selling 

opportunities outside 
main brand

– Poorer reach than 
coalition

– No knowledge of ‘non 
customers’

“We have been able to predict future sales at six months to 98% accuracy”



Nectar

• First successful UK coalition 
scheme

• 17mn cardholders in 12.5mn 
households (55%)

• 90% actively collecting
• 50,000 new accounts per 

week
• “Nectar has an enormous 

amount of brands on board: 
they can’t all be idiots”



Nectar

• Strengths
– Single piece of plastic
– Many strong brands

• 5,580 participating outlets
• 5,000 points/yr average

– LMUK: Independent 
company

– Cross-shopping analysis 
possible

• Average member collects 
with 2.24/8 sponsors

• 1.27mn collecting with 
four or more sponsors

• Weaknesses
– Who owns the Nectar 

brand?
– What happens at the end of 

a contract?
• E.g. Air Miles

– Member product strategies
– Redemption rates
– Consumer behaviour
– Translation into long term 

market share?
• E.g. BP experience



Lessons for the European loyalty arena

• Starting with trading stamps imported from 
the USA and coupon based cont inuity 
schemes in the mid 1980’s:

• Shell Smart
• Argos Premier Points
• GM card
• ICA Kundkort
• Cofinoga Carte
• Statoil Premium Club
• American Express Rewards
• Loyalty Partner ‘payback’

Source: CM4P, 2003; Peter Wray



Loyalty Lifestages

Source: Capizzi et al, 2004



Lessons for the European loyalty arena

• Rationalisation
• Consolidating coalitions
• Led by supermarkets
• Data protection 
• Customer fatigue
• ROI focus

– Financial
– Customer insight

• Potential of new technology
– RFID, mobile, wi-fi

Sources: CM4P, 2003; Peter Wray, OXIRM, 2004



Jonathan.Reynolds@templeton.ox.ac.uk
http://www.templeton.ox.ac.uk/oxirm

Tel: +44 (1865) 422500
Fax: +44 (1865) 422501

Templeton College

http://www.templeton.ox.ac.uk/oxirm


This document was created with Win2PDF available at http://www.daneprairie.com.
The unregistered version of Win2PDF is for evaluation or non-commercial use only.

http://www.daneprairie.com

