Finding the Right
Loyalty Fit

Consider each system carefully before choosing the right program for your stores.

By Julie Crawshaw, Contributing Editor
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INDING THE RIGHT LOYALTY

program “fit” involves a lot

more than simply signing up

with the first supplier partner
you find. Successful c-store retailers
need an up-to-date loyalty solution
that fits their budgets, their POS sys-
tems and their stores.

“We're just gas people—we don’t
understand this stuff,” said Gene
Tish, vice president and chief oper-
ating officer of Ashland, Ore.-based
WSCO Petroleum Corp. “I didn’t
know the answers, but I did know
what our problems were and what I
wanted a loyalty program to do, and
that’s give my credit card customers
an incentive for switching to using

their loyalty system for their own stores,
but soon began supplying solutions to
other operators across the country.

Getting involved in a loyalty pro-
gram increases spending per visit and
number of visits, Lewis noted. “Two
years after we started our loyalty pro-
gram, our profits were up 487%" he said.

“There were other factors, of course, but
loyalty was huge.”

KickBack now provides complete
backend loyalty solutions that include
toll-free 24-hour tech support and real
time reporting to more than 100 compa-
nies in 12 states and Canada.

Tish decided to activate the loyalty
card before using it to roll customers
over to ACH. Five months later, the

"THE SITE-LEVEL TECHNOLOGY IS
EXTREMELY AFFORDABLE AND
WORKS WITH EXISTING C-STORE
POS SYSTEMS LIKE VERIFONE RUBY,
WAYNE NUCLEUS AND GILBARCO

Automated Clearing House (ACH)
debit payments that withdraw

program is available at about half his
stores and Tish expects it will be entirely
funds directly from their checking rolled out by the end of the first quar-
accounts.” ter. “We're not all the way there yet, but

Over the years his company had we're really glad we did it,” he said.

done everything it could to build its
check base, but pay at the pump cou-
pled with the effective advertising
credit card companies do was seri-
ously reducing his check sales.

In addition, not requiring prepayment
at self-serve stations meant a higher drive-
off cost, but requiring customers to prepay
amounted to pushing them to use margin-
gobbling credit cards.

“I figured if I could move 15 to 20% of
what I'm now getting in credit card pay-
ments to ACH payments, it would be
great,” Tish said.

WSCO was looking to provide its
customers with a card that could be pro-
cessed like a check, would activate pumps
but allow customers to come inside after
pumping and pay with cash, and tie in

LOYALTY MORE THAN

100 YEARS OLD

THE CONCEPT OF CUSTOMER loyalty marketing has been

around for more than 100 years, at least since 1844, when 28 British
weavers launched the Rochdale Equitable Pioneers’ Society.

By making its customers members of a group rather leaving them
to feel like outsiders and rewarding them for the money they spent, the

PASSPORT SYSTEMS,”

SCOTT WETZEL, MARKETING DIRECTOR, EXCENTUS

to loyalty concepts as well. The more he
studied it, Tish became convinced that the
loyalty piece was crucial for getting cus-
tomers to migrate from credit cards to
ACH.

CHECKING PROVIDER ABILITIES

After months of searching, the only
loyalty program provider Tish found that
could give him everything he wanted
was Twin Falls, Idaho-based KickBack
Rewards Systems. Started in 2000 by Oasis
Stop ‘N Go c-store partners Pat Lewis and
Dan Willie—who originally designed

LOYALTY COSTS VARY WIDELY
Costs for loyalty program technol-
ogy vary widely depending on the
amount of customization and number
of bells and whistles the buyer wants. It
can be expensive—$15,000 or more in for
equipment, installation fees and backend
support in some instances. Nonetheless,
the majority of Lewis’s programs have
start-up costs less than $500 per site, so

there are options for every budget.

Scott Wetzel, marketing director for
loyalty program provider Excentus, said
that the Reward Marketplace program
his company offers costs about $3,000 per
site. Its Reward Link c-store technology
allows store operators to promote indi-
vidual items or overall spend and reward

and got a head start on the loyalty marketing that remains a strong part

of British retail success foday.
Indeed, industry analysts credit the Tesco’s Clubcard for helping
mega chain become the UK's leading retailer.

group began what eventually became the world’s first co-op chain—

In“Scoring Points: How Tesco is Winning Customer Loyalty,” authors
Clive Humby, Terry Hunt and Tim Phillips note that while loyalty market-
ing can track buying trends and help stores provide better service, there
is still argument over whether the techniques they use actually create
different customer behavior.
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Featurelechnology

their customers with cents-per-gallon dis-

counts on fuel.

“The site-level technology is extremely
affordable and works with existing c-store
POS systems like Verifone Ruby, Wayne
Nucleus and Gilbarco Passport systems,”
Wetzel says, and the program has proven
very effective at increasing overall c-store
sales and fuel sales.”

Brent Morris, president of Gas King Oil
in Alberta, Canada, bought a system from
KickBack that uses the same turnkey tech-
nology Lewis uses in his own c-stores.

“I thought it was quite reasonably

CUSTOMERS SCAN THEIR
REWARD CARD AFTER
MAKING GROCERY
PURCHASES; THEN, WHEN
THEY INSERT THE CARD AT
THE FUEL PUMP THE SYSTEM
AUTOMATICALLY REDUCES
THE CUSTOMER'S GAS
PRICE BY THE AMOUNT
OF THEIR REWARD CARD
BALANCE.

priced,” Morris said. “We didn’t want to
go to the expense of integrating it with
our own POS terminals upfront in case it
didn’t work, but since it's working quite
well we're going to begin using it with our
own terminals.”

Rather than buy a loyalty solution that
tracks what those customers who are par-
ticipating in the program are spending
and how often they visit the c-store, many
of Wetzel’s customers elect to partner with
grocery stores.

Though strictly speaking this is a
rewards program—and so does not pro-

vide the same market research statistics
that a full-blown loyalty program pro-
vides—this arrangement clearly benefits
all concerned.

“The grocery stores benefit by not hav-
ing the expense of building and operating
a fuel station, the c-store operators benefit
from grocery stores driving customers to
buy gas and the customers benefit by sav-
ing money,” Wetzel said.

It’s an idea that’s gaining ground
rapidly. More than 100 Sunoco sites in
Pittsburgh participate in Excentus” Pump
Perks program, in which 50 grocery stores
operated by the Shop ‘n Save chain give
customers a 10-cent per gallon discount
at Sunoco for every $50 they spend on
groceries.

Customers scan their reward card after
making grocery purchases; then, when
they insert the card at the fuel pump, the
system automatically reduces the cus-
tomer’s gas price by the amount of their
reward card balance.

Meyer Oil Co. began partnering with
grocery chain SuperValu at three of its 14
sites about three months ago, said com-
pany President Randy Meyer. Since then,
daily sales increases at the co-op sites
have ranged from 20 to 80% with some
customers buying gas for as little as 1-cent
per gallon.

When asked if he’s happy with the
results, Meyer answers, “Happy’s not the
right word. Ecstatic would be a lot closer.”

But while he is pleased with the pro-
gram, Meyer said it is the right solution
for his chain. He urged other operators to
do their homework before making a finan-
cial commitment to any company. CSD
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KickBack analysis of stores that have added a rewards program.
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