INTERNATIONAL JOURNAL OF SOCIAL SCIENCES AND HUMANTY STUDIES
Vol 3, No 2, 2011 ISSN: 1309-8063 (Online)

IMPACT OF THE CO-BRANDING ON CUSTOMERS' LOYALTY IN
STOCKMANN LTD

Dace Kriimane

BA School of Business and Finance, Latvia
Stabu street 77-4,18a, Latvia, LV-1009
E-mail: dace.krumane@ba.lv

—Abstract —

The theoretial background of the Reaech Paper dels with the geneit
information about co-banding and it's role in enterpreneurship, customers’
loyalty issuesand development tendencies of creditdcsegment in co-bnding.

The pactical background of the Reaech Paper is connected with Deqpment
store ,Stockmnn” and the way how this enterprise cites the competitive
advantage — co-banding product - “Stockann MasterGird”.

The main reason for choosing this theme isathnowaday’s situation in world
economicand determiating factor for surviwal of enterprise isability to create
and introduce innoative and untaditional solutions in narketing, customer
relations managementand strengthening of customers.

The gaal of the Resarch Paper was to study the ceting process of the co-
branding in Stockmnn by using the theoreticl knowledge ofinketing as wellas
the analysis of customer’sattitude and employees’ contribution tands
Stockmann MasterGird Projectand it's immct to customerattitude and loyalty
to the enterprise.

As the Resarch Method the author has chosen thanalysis of the theoretid
literature, studyand analysis of the documentsand conducting the qutitive
study “Survey about Stockmnn MasterGird impact on customers’ layity”

using questionmire methodas well as the genatiztion and analysis of the
empiric chta.

The following hypothesis was set for developing of the Research Paper: Co-
branding crating is a very efficient method of mintaining customer’s interest
and loyalty to the enterprisend incressing theamount of purchses done by
Loyal Customers.
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Objectives of the Resarch Paper:

1. Geneilization of the information about the co-kinding using publigtions on
the internet, newsgperarticlesand avail able scientific liteature on this subject.

2. Studyand analysis of unpublished Stockann documerition for collection of
the necessy information.

3. Conduction of the surveypout the Stockan co-banding product- Stockamn
MasterGird’s immct on customer’s lafty to enterprise Stockamn, in period
from 10.03.2011 till 10.04.2011.

Abbreviations: LC — Loyal Customer; SMC - Stockamn MasterGird, D/s
demrtment store.

Key Words: Department store “Stockmann”l, Customers loyaltg2and, co-
branding3, Stockmann MasterCard4.

JEL Classification: M31 - Marketing
1. INTRODUCTION
1.1.Role of co-branding in building loyalty progr am

The beginning of the term “customers ity is found in the times when there
were no big superankets or deprtment stores, but owners of ainshops
worked thereas salesassisantsand their key to successaw individual attitude to
customer. Individal attitude to the customer is one of thasic values in
nowadays loyalty programesas well.

The first loylty progmmesand ards were creted in the 20-th century in the
USA during the period between the &sid 2nd world wars. They were quite
primitive and kasicaly oriented on discount offers, which is not thestbeay how

to promote loylty. As the result of discountass profit of enterprises decreesed
and appeared the thret of insolvency.

During 70ties of the 20th century sealegirlines and hotel chins shrteda new
success story of lajty progmames which ws kased on collecting bonuses
according to theamount of used services.aler the biggest storesnd credit
institutions joined this concepnd the first co-landing productappeared.

The primary goals of the Loyalty progr ame are strengthening the enterprise’s
position by rising profitbility, increasing profitand market stare. Mostly these
are the long term gis which require customersatd base, developing
communiative aspect,attraction of new customerend promoting ofactivities in
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otherareas which del with market reserch, marketing of productsaind services,
working out new offers.

The secondry goals of the Loyalty programe — improving the imge of

product, band or enterprise; improvatenchnce figures oh ceruin trading phce

by oraanising sles, promotioal or advertisingactivities in terms of the Layty

progame; stimuiting consumers to use the product more ofteakimg them to
rememberabout this product; solving problems of the proge mrticipants; to

promote &sting communiation with society thnks to regulr reportingabout the
loyalty progame and mens of information; providing additional support to
customers which is not included in reguservice offer ( it redtes to sles persons
working with high technology products who neesgining to provide technid

support); mintaining of trade network (if producer is the initor of the
progame) by orgnising specil presenitions and helping to conduct lat

advertising ampaigns.

On the lasis of successful lajty programeare concreteaims whichan enterprise
wants to rach when introducing the pragne. The result depends fromaching
theseaims.

Co-brnding or double kinding means using twalready known bands in one
product. This stitegy is already used in severl fields of enterpreneurship-
starting from ar manufacturing, high technologies toaiking area and food
sector. Miny popuhr compnies use this mketing stategy in order toattract
new customers, improvednd recognizbility, strengthen customers layy or
getany individual advantage offered by this coop&tion. Very often comgies
start using co-banding stategy at the moment when they dlee that the
traditional marketing methods dve exusted their poterdi and do not mke any
diferenceand advantages in the context of other products.

Co-branding credit ard segment &8 the mostapid development comaping with
the regudr card development results. The biggest specific weightthe co-
branding credit ards is recorded extly in the retil sector. Using of co-fanding
givesadvantages toall involved sides: bnk, partner enterprisend customer.

2. Research on Stockman co-branding product impact on customer’s
loyalty

To verify the success of Stockmnm MasterGird project in strengthening
customers loalty and other project gds, the author conducted quantitative

resarch, asking customers to express their opinion on questicefering to
customer’s loglty and Stockmnn MasterGird project. Questioraire was sent
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out electronialy to 10 000 Stockmann's Loyl Customers. Ovel, questionnire

was accomplished by 849 respondents, of whom 311 wene, wemen turned
out to be moreactive - 638 responses. Theerageage of respondents is 29ays,

the average income anges from 600 to 1000 LVL. Interpaéibn of

the dita on customer shoppingilbits, depending onthe membership od

particular loyalty program, it is obvious tht customers are incrasingly do

shopping in comgies with loylty programs theyare involved.

How did you become
a Stockmann Loyal Customer?

m Stoclkmann staff influerced me
m | wanted to buy a praduct tfram the | nyal Customer’'s otfer
Recommendation from family or friends

M | saw the advertisement

20

Picture 1. The incentive to join the loyalty progran (drawn by author using research
data)

This result demonstratesatithe company’s staff pys a very imporant role in
building customer’s oty and frequent loyity program as such. Nerly half of
all participants of survey ive decided to joima Stockmann loyalty program
thanks to employee contribution.

Other

422

Studying customer’s response to the paremt 10% discount introduction in the
frequent loylty program, as expected, the customer’'s responss been very
positive. Customer Layty Proglam is currently offering discounts only to cent
goodsand 10% discount oanll goods only for the first &y — when joining the
loyalty program. The results indite that if a permanent discount ws
implemented, the tet amount of purchses experience would grow signiindly.
These results will bealso discussed in Stockmn MasterGird product
development offer.
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Are there enough benefits for loyal
customers at the moment?

HYes ® No

7

Picture 2. Satisfaction with the offered benefit§drawn by author using research data)

Respondents replied surprisingly positively to thgestion whether therere
enough benefits for the lalycustomers. 66% of respondents beliew thereare
enough benefits for the lalycustomers. dking into account the theory on the
unlimited human needsand limited resourcess well as the &ct that customers
always want more, it is sfe to @y that Stocknann has a very well thought-out
concept on the lay customer benefitand a successful customer agbnship
management.

When analyzing the ovesll customer opinion on layty, most imporant
components come in the foreground: ragydurchasesand stisfaction with the
offered ange of goods. Few peoplave marked the rediness to rake a purchase
for a higher price from the chosen coany. This might be due toadt that
customers simply don’t amt toadmit that shopping in Stockamn they express
readiness to py a little more. For the price difference theymgtheadded wlue of
the compny expressed im high sandard service, trust in the glity of their
purchase and accommodting solutions in ase of speai situations regrding
guality as wellas other benefits for Stockmn customers.

The Stockmnn MasterGird credit ard holders mke up onlya part of all the
respondents — 15%. 26% of respondents would likedeive the creditacd and
are likely to fulfil this wish in the future. 24% o&spondents do not consider this
credit ard desiable. This opinion communites resisince to the product. From
the author’s viewpoint, it an be expdined with the 4ct that these customerge
not interested in the produehd with the country’s present uale sitwtion in
which customeravoid products connected with crediting. It is pbssithat a part
of the customersave wished to receive simil credit products in theapt and
have been denied of the possibility due to their taxgscredit obligtions or fad
financial situations. This type of negive experience workss a barrier between
the Stockmnn MasterGird and the potenal holder. The comymy should
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intensify informing the customersbout the credit policy in terms of the
Stockmann MasterGird credit ard, the possibility of receiving the credird in
exchange fora minimal depositand the possibilities of spendirgd maintaining
records of their money while using the Stoakim MasterCGard free of clarge.

Asked about the resons for choosing not to receive the StoshkmMasterGird
credit ard, respondentsame avoiding new credit obligiionsand that this is not
the best time to guticipate in suchactivities as the min reasons. These two
reasons complementaeh other beause it is well known tit the present sitiion
in Latvia is not hvourable enough. Thus, the aim reason is the serious credit
obligations for people. At thease time, it is plesing to see tit the possible
answer | do not see benefit in this produ the last often narked (4% of
respondents). 15% of respondentseady have Stockmann MasterGard. All
answers considereshd keeping in mind #t the htest economic predictionsd
indicators are optimistic, it an be concluded th the future of this product looks
bright. If the compny plays its ards well in expanding the productand
supplements the Stockimn MasterGird benefit ange to differentite it from the
Loyal Customer erd, the product might become extremely pap@ven during
the exiting recession.

As the min reasons for using the Stockmn MasterGird, respondentsame
discount offers in Stockamn and the possibility to receive discount on two hours
in the prking lot. With the Loyl Customer ard the discount iavailable only for
one hour. In thauthor’s opinion, the respondentgprecation of offers from the
compny’s collaboration partners is verydequte — only 5% of respondents see it
as a great benefit. Therare few colhborating partners, indeedand their offered
discountsand benefitare quite insignifiant; in addition, a part of these discounts
does not refer to the territory ofatvia. From theanswers for this question, it
becomes cle that Stockmann should set gaal: reaching alance between the
value of the offered benefits in the customers’ eyidss gal can be rached by
perfecting the offer of calborating partners, improving the possibilitiesnd
conditions of using the creditard as a payment ard and, most impotntly,
popuhrizing the benefits of theaod, not the ard itself.

Considering the amges in the customer puade volumeand the todl amount,
86% of respondentag that the purchse volume hs not clanged since receiving
the Stockmnn MasterGird. 14% of respondentsimit that the purchse volume
has incrased which isa positive tendency proved by the POS system results
customenmctivity. After receiving the Stockamn MasterGird, customers spend in
average 11% more money d4h before. It is hrd to judge the sincerity of
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respondentsanswers to this question. Thithor considers #t the customers
whose purclise volume hs incrasedafter receiving the &rd might constitute
more than 14% besuse it my be difficult toadmit to oneself tht clothingand
other snall purchasesare bought on credit.

The gratest mrt of respondents (64%) believeaththe compny has shown
concern for its customers by ateg the Stockrann MasterGird. This mans that
the most customers express thgiprecition of the product. It ialsoa good vay

of boosting the customers’ interest in the camp 36% of respondents believe
that the compny is trying to gin more for its own benefit. Surely, the compg
gains from the existence of the product, but the cargprares for its customerg
the ame time. This negive opinion @an be overruled by trying to find oabout
the customers’ true needsd by crating offers tht clearly bring forward the
benefits of being holder of the Stockamn MasterGard.

26% of respondentsdmit that they feel brought closer to the comny by using
the Stockmnn MasterGird and they confirm their Ity to the compny. Most
of the respondents (57%) believattthe trget to rach when becoming holder
of the Stockmann MasterGird is the offered discountsd exta benefits. There
are customers who do not fegly change made by simihr projects. The positive
side here is tit 83% of respondents see use in this product. Egatine side is
that most customers do not fingh emotioral bond with the comgy and
concentate on the mterial use only.

Analysing customer’sttitude towards Latvian Norde branch reflects theafct that
customers #ve a positive attitude towards the bBnk and customers show the
confidence to ink. This mans that Stocknann was right choosing co-banding
partner. The success of Stocknm MasterGird project very much depended on
choice of lhnk, beause success from codmding comes from positive
association rehted to the prtner's biind. Nordea Bank differences from the other
major banks - it las maintained the loylty of customers despite the crisis in the
countryand thus strengthened its position iat\ia.

In geneal on public attitudes towirds the comany after the introduction of
Stockmann MasterGird product, it is possible to experiengepositive trend,
beause none of the respondentss demonstited a down gade in attitude
towards Stockmnn, 35% of respondents ached that the opinion about
Stockmann has even improved. These indiors allow to take a deep brath, as
the moment for development of suciproject, vas not the mosipproprate. The
project was launched simutineously with the beginning of the crisis inatlia,
when the peoplatitude to lanksand loans was very negtive, even tody many
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people feel frustited about irresponsible bekiour of the fnks, allowing to
build up the big ral eshte bubbleand offering veryavailable loans. By
implementing this project, Stockimn was under very high risk of losing their
customersand losing confidencand a strong corpaite image in society, but it
did not lappen,and thereare features which evidece the success of the prajedt
fulfillment of one of its min gaals: to nake customers see the extidded walue,
helps to mintain customer loylty to compny and shows society #h potental of
Stockmann loyalty program is not exhustedand the compny still has new
benefits to offer.

3. CONCLUSION

The muin factor approving the signifienceand valuability of this Reserch Work
is the Hypothesis Co-banding cration is the efficient method of amtaining
customers’ interesind loyalty to the enterpriseand increcing theamount of
Loyal Customers purctses which is proved by the concretet$, ewluation of
customer’sattitude by conducting the gatitative studyand working outa project
for successful development of Stockim MasterGird co-banding product

» Co-branding credit ard segment &s the mostapid development comaping to
regubr credit development results. Caebding ards hve overame regudr
credit ard in parametersamount 2%,; tansactions 3%;accounts 4%; ards 4%.

» The biggest specific weight of codnding credit ards is recorded extly in
the retil sector, which is 59% of tek co-branding ard’s market.

* Practising co-banding cratesadvantages forall of the involved sides: theahk,
the prtner enterprisend the customeCompany’s benefits from co-branding -
stronger customer’s laity, stronger band recognition, incresed ales, dita for
sales analysis, consint communiation with customers, competitivadvantage,
potental revenue sourcesBank’s benefits from co-branding - lower
developmentnd marketing costs for theacd, increse in volumeand turnover of
cards, revenue growth, lower level ofafid. Consumer’'s benefits from co-
branding - discounts, coupons, spelcevents, plesant feelings, grater benefits
than from reguar cards, reward for loyalty.

* Participants of the Loyl customers’ Progime visit the Degtment store quite
often,a certin part of them do shopping there even eveay.dn order to reduce
the number of those customers who come for shoppitg during the Cizy
days new offers should be introduced. In gaheustomersre stisfied with the
work of this enterprisend come to doaly shopping frticulary in Stocknann.
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* On the foundtion of Stocknann success there is not on&tjgular advantage.
Customers see the unified complex aflvantages as the flsis of the
competitiveness. The threeaim benefitsare: monthly discount offer; one hour
car parking benefitand excellent service.

* The myjority of the loyl customers, 66% of respondentse stisfied with the
possibilities offered in the Lajity programe and suppose them to be sufficient.
Taking into considetion the theory of person’s unlimited neegsd limited
resources it is esorable to conclude #t Stocknmann really has considered lay
customeradvantage concepind successful customersat@nship minagement.

» Stockmann co-banding ard is well knownand recognizble product in society,
it is approved by the study, where 76% of respondeaytdtat theyare informed
about this product.

* The choice not to get Stocknm MasterGird should be expined not only with
the fct that a client is not interested in 4ty but with the current undile sitwation
in the country where customesisoid the products whichre connected with
credittion. It's possible tht a certin part of customers wanted to get this kind of
credit products, but they were rejected duse of already existing credit
commitment or difficult fiance sitation. This negtive experience cete the
barrier between Stockamn MasterGird and it's potental owner.

* The main advantages of using Stockamn MasterGird is the wide discount
offer, it was approved by 33% of respondents un possibility todistount for to
hours in the @rking place,approved by 29% of respondents.

* The wekestadvantage offered by co-landing ard is connected with offers
from the colhboration partners, there is nat big number of prtners,and offers
do not covenrll main entrepreneurship fields of services.

* To customers mind there is naldnce between alue of advantages in the
Stockmann MasterGird offer. Benefits offered by the codmding ard make a
small diference from benefits of regul loyal custumer’s ard, there is only one
visible difference — two houraicparking benefit.

» Since getting Stockamn MasterGird customers spend uverage 11% more
than before (dta from POS system). Only 14% of surveyed custoraénsits this
fact, thereare two exphinations: mrt of custumers do not even notice thistf
the second gt of customers is not willing tadmit that clothesand other products
they have purchased using loan.
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* The mjority of customers supposeathcreating Stockmann MasterGard the
entrprise hs demonstited it's are for the customers, 66% of respondents
confirm this fict, it mens that strategy of development of lajty programm by
implementinga co-bianding ard appears to be correct.

* More than of the hlf of the surveyed customers thinkathusing Stockrann
MasterGird they feel closeind more loyl to the enterpriseand this is positively
ewvaluated in context of Stockamn bind, as the loyl customer'samount isa
basic component fos long term entrepreneurship.

* To customers (67% respondents) thinktthNordea bank has the image of
reliable kank, this mans that Stockmann did not il in choosing the grtner in
developing the Co-bnding Project.

BIBLIOGRAPHY

Holms Stein (2008) Rewurd or no rewird MasterCard. From: MasterGird
Europe. Review, Nr. [3].

Kotler Philip (2003), Marketing Insights from A to Z: 80 Concepts Every
Manager Needs to Know From: John Wiley & Sons, Inc.pbbken, New Jersey.

Lundberg Joln, MasterCard: A Compny with MomentumErom: Masterard
Europe, Review, 2008, April, p. 10- 39.

Lundenberg Jain , Customer Mrketing. From: MasterGird Europe. Rewiew,
Nr. [6], 2008, September, p. 15.

Ouwesloot, H., Dunm, T.(2008) Integrated nurketing communigtions.

Percy, L., Rossiter, J.R., Elliot, R. (2008ptrategic advertising nanagement.
Oxford: Oxford University Press.

Reichheld, Teal (1996), The Loyity Effect: The Hidden Force Behind Growth,
Profits,and Lasting Value USA: McGaw-Hill.

Retail trade research http://www.csb.gov.Iv/notikumi4r-mazumtirdzniecils-
apgrozijumu-2010-gda-septembri-26321.htnmjAccessed 8.12.2010]

Steplan A (2004), Butscher Customer Laty Progammesand Clubs USA:
Gower Publishing, Brookfield,

Stockmann home page_http://www.stockmm.com/uplads/FileGitegory/271.pdf
[Accessed 5.05.2011]

146



INTERNATIONAL JOURNAL OF SOCIAL SCIENCES AND HUMANTY STUDIES
Vol 3, No 2, 2011 ISSN: 1309-8063 (Online)

Tapan, Panda (2003), Strategic Advintage Thrmugh Succesful Co- Bnding.
Lucknow: Indan Institute of Minagement Lucknow

Washbrun, Judith H., Ba&nh D. Till, Randi Priluck (2000)Cobranding Brnd
equityand trial effects Journl of Consumer Mrketing, Nr.: 6,

Zikmund, G., W. (2003) Customer reitionship nanagement. USA: Leyh
Publishing.

Bacun 10.B. (2005) D¢ppexmusnvie npoepammer nosrvnocmu. Kax npueneus u
yoepacams kiuenmog. Mocksa: Anprinaa busnec bykc.

Hemvimu, MLH. (2007) ITompebumensvckas 10aibHocms. MeXaHU3Mbl NOSMOPHOU
noxynxu. Mocksa: BepiuHa.

147



