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Abstract

The purpose of the study was to establish the tefflecustomer loyalty schemes namely, customerltpyards
and coalition loyalty programs on competitivenegssapermarkets in Nakuru town, Kenya. The target
populations of the study were the managers andowess of Nakumatt, Tuskys and Naivas supermarkets i
Nakuru town Kenya. A sample of 384 consisting 0% 8dstomers and 9 managers was selected purpo$ively
the study. Descriptive and regression statisticeewesed to analyze the data and the findings iteticghat
customer loyalty schemes had a positive effectupelmarkets’ competitiveness. It is recommendetrticae
attention in terms of constant innovation shouldpaéd on the use of customer loyalty cards anditimal
loyalty programs by supermarkets as a strateggdompetitiveness.

Key Words, Customer loyalty Schemes, Coalition loyalty progsai@ustomer loyalty cards, Competiveness,
Kenya.

1. Introduction
1.1 Background

In todays highly competitive markets a business tffers quality product and better services will
definitely have an advantage over the others dutheaodiversity in the consumer markets and increggi
saturated supermarkets in the retail industry (Gar¥lachado, 2004)A supermarket cannot purchase its
competitiveness from the market; rather, it haadquire superior ability to create more value sociistomers
and shareholders as well. Delightithg customer is crucial to the success of any legsiKotler & Armstrong,
2008). It has become primordial for supermarketrafoes to sustain business developments and foster
customers trust by upholding good practices inrtbperations (Levy &Weitz, 2007). Managing custosnand
ensuring that they not only purchase products ftbenstore, but also maintain a lifetime of patranagd
maximize customer lifetime value is a sure ingretifor profitability (Rowley, 2005). Ensuring custer
satisfaction is thus a paramount strategy supemigikse to gain customers loyalty in today’s coitipetand
turbulent environment.

Customer loyalty schemes are an important aspeatasketing in the 21st century (Duffy, 2005).
Baker & Bass (2003) attributes this to the riseedétionship marketing. Slow growth rates in matorarkets
have resulted in the pool of new prospects beingrdshed, steering marketing attention toward rétg and
growing existing customer relationships. McMullan&more (2008), describe a customer loyalty schaméa
framework that guides an organization in choiceat tHetermine the nature and direction of attracting
maintaining and enhancing customer behavior chariaed by a positive buying pattern and attitudeatals the
company, its products or services over time by rdiag loyalty, leading to customer retention.” Dagi&g on
the industry, an improvement of 5 percent in cugtomtention leads to an increase of 25 perce8btpercent
in profits (Kerin, Hartley & Rudelius, 2009; Reiaid & Sasser, 1990). Furthermore, firms spend riwae five
times as much obtaining a new customer than reigian existing one (Kotler & Keller, 2006; Wills)@9).

Loyalty marketing in some of the developed cowstriike the United Kingdom is one of the most
significant in the world with most major chains ogting some form of reward system. Of the “big four
supermarkets, only Sainbury’s and Tesco operat®mgs loyalty programs. Both Nector and Tesco’sbcard
scheme have been criticized for not offering vdlremoney. When used for money off supermarket phap
this roughly equate to a 1% discount, althoughrsffean increase this discount by as much as fowestifor
certain rewards. Some retailers with banking ojpamatalso award points for every pound spent oir tiredit
cards, as well as bonus points for purchasing @i@rservices (Kenley, 2009). The effect of custohogalty
scheme membership on store attraction can be divide economic, psychological and sociologicaluefhces.
For instance, customers who become members of ubtrer loyalty programs are likely to identify raor
strongly with the company, because the membersimpeacts them to a group of privileged customersvéd|
1999).

The pursuit by organizations to retain their cotreustomers and increase their market share hde ma
customer loyalty schemes critical, thus becomingssential concern for managers and a strategeassios for
many firms (Bodet, 2008). Research indicates thaists three to six times more to sell products sarvices to
new customers than the existing customers (Levy &it¥y 2007). For this reasonjcessful retailers tend to
focus on the importance of intimacy with the custom
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In Kenya, Nakumatt Supermarket was the first topaccustomer loyalty schemes. As a result many
other supermarkets in the retail industry includingskys and Naivas have since adopted some ofotfadty
schemes leading to more competition. With a largenlber of competing customer loyalty schemes by
supermarkets, it is yet to be established whetbpemsnarkets are merely giving away profits in apéeate
struggle to win customers or it is a viable stratémat can increase their revenue potentials. Toergthis study
aimed at establishing the effects of customer tgyadhemes on competitiveness of supermarkets.

1.3 Objectives of Study
The general objective of the study was to estalbhisteffects of customer loyalty schemes on cortipetiess of
supermarkets. The specific objectives were:

1) To determine the effect of customer loyalty cardsompetitiveness of supermarkets.

2) To establish the effect of coalition loyalty progr®on competitiveness of supermarkets.
1.4 Resear ch Hypotheses
This paper focused on addressing the following teggarch hypotheses:
1) Hpy: Customer loyalty cards have no significant effactcompetitiveness of supermarkets.
2) Ho,: Coalition loyalty programs have no significanfeet on competitiveness of supermarkets.

2. Literature Review
2.1 Customer Loyalty Schemes

Customer loyalty schemes are structured as lomg-tearketing efforts which provide rewards to
customers who demonstrate loyal buying behaviory@&Vaarden, 2007). They are effective ways that a
company uses to reward its customers so that theymake repeat purchases. They do so by offeriggae
customers reduced price offers and discounts odugte. This can be beneficial to the retail businescause
they create new relationships with potential cugismand also strengthen the old customers’ relgtips.
Successful customer loyalty schemes are designewbtivate customers in a business's target maoksgttirn
often, make frequent purchases, and shun competitorretailing industry, these programs generediyard
loyal customers with discounts, special offers,ateb, points, or prizes and delivers five typesaitie to
participants: Cash Value: which is compared torwards worth in cash and how much was spent @irokit
Redemption Value: compared to the range of prodoffesed; Aspiration Value: compared to how much th
customer wants as the reward; Relevance value:dutwevable the rewards are and Convenience Vatme: h
easy it is to collect the credits and redeem themthfe reward (Buttle, 2004).

Recent years have witnessed a steep increasg@amipations investing in customer loyalty schemes.
This is a reflective of the corporate need to idgnsatisfy, retain and maximize the value of mpstfitable
customers, as well as the need to tailor the orgéion’s offered products/services to them (Kimel8u &
Lee, 2009). Customer loyalty schemes make a goofit gense given the lifetime value of loyal custsmand
the role of customer “apostles” in helping to martkee firm (Crosby, 2002). Crosby (2002) arguest flor a
customer loyalty scheme to be effective, it mustspeergized among all elements of the organizatibis
important for organizations to be aware that cust@mwho are interested in an organization, do gh w
expectations that the company will reciprocate sewbgnize loyalty with appropriate rewards (McMull&
Gilmore, 2008). Berry as cited by Noble & Phillig2004) pointed out, “When organizations can offaget
customers value-adding benefits that are difficuliexpensive for its competitors to provide and g not
readily available elsewhere, they create a stromgndation for maintaining and enhancing sustainable
competitive advantage”.

2.1.1 Customer Loyalty Cards

Some of the customer loyalty schemes include @ustdoyalty cards and Coalition Loyalty Programs.
Customer Loyalty Cards are structured as long-temarketing effort which provides incentives to repea
customers who demonstrate loyal buying behavioe phimary aim of customer loyalty cards is to builol
emotional relationships that generate benefits. Béreefits need to be valuable and should be capdloieating
an emotional connection between the customers lamdcompany (Butscher, 2002). Organizations can take
active measures to develop interactive programs rib only identify but also reward their best cumsers
(Dato-on, Joyce & Manolis, 2006).

The loyalty card personalized relationship prodeesgins with giving the individualized plastic caod
the customers, who will be scanned during shoppeclc out that records customer identity and altpases.
Usually the customer loyalty card is given to thestomer for free in exchange with personal inforomat
including customer’s name, address, phone numhenber of household members and is used as a tool to
accumulate the information about purchasing behavam customers who subscribe while they can colle
points which are redeemable in future for substhméwards in return (Meyer-Warden, 2008). The aler
objective of loyalty cards is to modify customepeat behavior by stimulating product or servicegesand
retain customers by increasing switching costs diatecreating a win-win situation for the initiagicompany

156



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) may
Vol.6, No.16, 2014 IIS E

and customers (Meyer-Warden, 2007). According tdblBloand Phillips (2004), this strategy encourages
customers to return to a retailer in order to savmey, receive special offers or extras and eaditiadal
products/services in appreciation for their loyalty

2.1.2 Coalition Loyalty Programs

Coalition loyalty programs are schemes that dffeentives to customers of two or more businesses i
return for allowing them to collect user data. Saghrogram packages customer benefits into a smgiomer
loyalty program. They are often used because thlewa cost-effective way to offer customers a &gyriof
attractive benefits that they would not be ablgravide without the support of other businessegt{BwW004).
From an organization's perspective, coalition ltyyptograms offer a number of benefits: fundinguiegments
and risks are split between multiple companies dmdot all fall on one organization. Further motsihesses
can share customer data about preferences, ldeatytl demographics. For example, the increasec waflu
multiple incentives may attract new customers tsifesses that they wouldn't ordinarily patronizartiers can
benefit from cross-promotion and combined dealsnfthe customer perspective, a coalition loyaltygpam
offers a wider range of incentives associated wiingle card. Furthermore, because the costoasr than
for individual loyalty plans, businesses may beeabl pass those savings on to the customer as attoaetive
incentives (Ahmad & Buttle, 2001).

2.2 Customer Loyalty Schemes and Organizational Competiveness

Customer loyalty leads to increased and guaranieedme and is a key determinant of an
organization's market share and profitability frtayal customers who are cheaper to serve; lese ggasitive,
foster positive word-of-mouth promotion and defymgmetitor’'s strategies (Lewis & Soureli, 2006). They
demand less time and attention from the organiaatibiey patronize (Yang & Peterson, 2004), and \e=ha
favorably towards the organization in a varietynafys such as forgiving product/service mishaps lezahey
are emotionally committed (Crosby, 2002). As a ltetliey are a major source of sustained growthd@kson &
Mittal, 2000). Supporting this argument Chaudhumil &olbrook (2001), observe that a high customgalty
implies a higher market share and an ability to @earrelatively higher prices compared to thoseoofigetitors.

A stable customer base is a core business asdeerihbles improved organizational profitability (Rey,
2005). This study ascertains If indeed customealtgyschemes leads to the supermarkets under studyve a
stable pool of customers who are profitable tosilygermarkets or not.

Customer loyalty schemes also leads to improvedinkss since loyal customer provide a
communication route to strengthen the organizatinage and makes it difficult for competitors to ieat
customers and allows setting higher prices. Anoflaetor that loyal customers generate is a decr@ase
marketing costs, since loyal customers have thaviedge about the company, their stand point andvkiine
quality of their products (Marzo-Navarro, Pedrajéesias & Riviera Torres, 2004). The non-econonandjits
of customer loyalty schemes consist of for exanfpkdback about the product or service for the igst
customers who works together with suppliers to walde to the products by improving its functionahtures
(Ahmad & Buttle, 2001).

2.2.1 Learning Organization M odel

Senge (1990), in popularizing the learning orgatidn theory concluded that “a company’s ability to
gather, analyze and use information is a necessguirement for business success in the informatgm The
emergence of the digital firm has changed the fang emphasis of business strategy from competiagl o
head against other firms in the market, to explgrientifying and occupying new market niche befor
competitors, understanding the customers betterl@athing faster and more deeply than competitofsie
ability by supermarkets to effectively and effidignaccess and use information through Data Linked
Relationship Management (DLRM), an important aspéctustomer loyalty has become an important sofmce
supermarkets to achieve organizational competiveimethe retail industry.

DLRM is the use of accurate customer and prospestomer information, competitor information,
market information and internal company informatistored on a computer database to focus on magketin
activities towards contracting, transacting anddingy customer loyalty (Pickton & Broderick, 200%)ccording
to Jobber (2004 p. 542), “DLRM is an interactivepayach to marketing that uses individual addressabl
marketing media and channels to provide informatmnarget audience, stimulate demand and stay dlos
customers.” Walters and Knee (1989) are of theiopithat organizational competitiveness can barathby
those firms who make themselves more attractiibeacustomers than the competitors and establshategic
position in the market place. Bendapudi and B¢t8O7) also stated that there is sufficient evigetoc show
that strategies directed towards developing deglichtsed relationship contributes to enhancedtprfdi a
firm. While organizational competitiveness was iearbased on attainment of low cost or differeitiat
position, today organizations are emphasizing qalbgities that will enable delivery of superiorlva of its
customers. Porter (1980) affirms that customerdgostrategy would contribute to customer satisfactio
customer value and profitability.
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2.2.2 Customer Loyalty Effect M odel

Most present-day strategic plans focus on a ptafiget and work backward to arrive at required
revenue growth and cost reduction. The decisiveitké&eichheld model is not profit but, instead, tiheation of
value for the customers. He ascertains three forcastomers, employees, and investors - thatgaiynportant
role in the organization to form tHerces of loyalty. Since a linkage between loyalty, value, and psadiists,
these forces can be measured in terms of cash flawalty is inextricably linked to the creation wélue both
as a cause and an effect" (Reichhled, 1996)

As an effect, loyalty measures permanently whetianot the company has delivered superior value.
Defects can doubtlessly be explained by a lackabfies for the customer. As cause, loyalty createhan
reaction. Reichheld describes it as follows: rewsnand market share grow as the best customessvap into
the company's business, building repeat salesefad-als. Because the firm's value propositiortrisng, it can
afford to be more selective in new customer actjoisiand to concentrate its investment on the mosfitable
and potentially loyal prospects, further simulatsugtainable growth.

Sustainable growth enables the firm to attract extdin the best employees. Consistent delivery of
superior value to customers increases employegatyoby giving them pride and satisfaction in theiork.
Furthermore, as long-term employees get to know tbag-term customers, they learn how to delivesren
value, which further reinforces both customer amgpleyee loyalty. Long-term employees learn on thieow
to reduce costs and improve quality, which furtie@riches the customer value proposition and geserat
superior productivity. The company can then use gibductivity surplus to fund superior compensatmd
better tools and training, which further reinforemployee productivity, compensation growth, andalty
Spiraling productivity coupled with the increasdticeency of dealing with loyal customers generaties kind
of cost advantage that is very difficult for comjpms to match. Sustainable cost advantage coupitdsteady
growth in the number of loyal customers generdteskind of profits that are very appealing to irtees, which
makes it easier for the firm to attract and rethim right investors. They stabilize the system,dothe cost of
capital, and ensure that appropriate cash is pak Iveio the business to fund investments that lnitkease the
company's value-creation potential. To sum up, thaxlel demonstrates that a company willing to fella
loyalty-based management should concentrate itairess in order to offer a superior value to itstomers to
attain organizational competiveness.

2.3 Conceptual Framework

Based on the analysis of literature a hypothetioatel for this study was constructed as shown in
Figure 1. Customer loyalty schemes affect the l@fedupermarket competitiveness. The relationslepvben
customer loyalty schemes and supermarket competseeis affected by situational influences. The aute is
efficiency or inefficiency in creating organizatencompetitiveness and success or failure of thenless.
Supermarkets are now acting in a vigorous and pvéeen manner to accurately identify and satisfyirthe
customers’ needs and wants via providing produstsservices that satisfy consumers better thanatheteir
competitors by better understanding of their custiegnthrough loyalty schemes. The independent iasadre
customer loyalty cards and coalition loyalty progsa The dependent variable can be explained byaserin
market share, sales and overall organizational etithfgness.

3. Resear ch M ethodology

This study adopted a cross-sectional survey relkegsproach. This is an approach where information
on a population is gathered at a single pointnametwhich was the case for this study. The targpufation
comprised of both the customers and the manageishwhcluded all the 9 managers in the marketing
departments and 3,460 smart, 1,340 magic pay @8 Yfeward cards holders who visit Nakumatt, Tuskyd
Naivas supermarkets respectively in Nakuru towmgke purchases. Yamane (1967) simplified formula wa
used to determine the actual sample size of 3§bnelents comprising of 375 customers and all theaBagers
(three from each of the selected supermarkets deimgrof a marketing manager, customer care maregia
supervisor) selected purposively for this studye Thistomer distribution of the sample across tipesoarkets
was done proportionately in which 219 were draveamfNakumatt, 87 from Tuskys and 78 from Naivas.

In conjunction with the supermarkets managemenqyestionnaire was given to the customers (Smart,
Magic pay and Reward cards holder’s) who had justhmsed goods and services and managers (a marketi
manager, customer care manager and supervisorheinmarketing departments) from the selected three
supermarkets; Nakumatt, Tuskys and Naivas resmdgtin Nakuru town. A five point likert scale withpinions
ranging from 5-Strongly Agree, 4-Agree, 3-Not Si@d)isagree, 1-Strongly Disagree was used. Data s wa
analyzed using descriptive statistics and explaimg@dg the modal value. According to Mugenda andyéhda
(2003), the modal value provides a better indicatothe central tendency which was the case of shisly.
Multiple regressions were also carried out to eatduthe relationships between dependent and indepén
variables.
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4. Resultsand Discussions
4.1 Customer Loyalty Cards

The respondents opinions on customer loyalty carei® captured on a likert scale ranging from 5-
Strongly Agree, 4-Agree, 3- Not Sure, 2- Disagree &-Strongly Disagree was used. The findings hosva in
Table 1, the respondents strongly agreed to thersémts that: they will consider the supermarketrtfirst
choice for purchases as they are rewarded withtp@mode=5); they will purchase more from the someket
to earn more points (mode=5); will recommend andoarage their friends and relatives to be loyakydc
holders (mode= 5). They agreed that: they conditemselves loyal to the supermarket (mode=4); tmen
invited to annual general meetings, received magazand birthday cards from the supermarket (modes 4
worthwhile being a loyalty card holder offered ihetsupermarket (mode=4). However they disagredatieo
statement that: they have been awarded discoudtgifia at times for being loyal to the supermarfeode=2)
and strongly disagreed to the statement: theirtpcoine redeemable every time they make furtherhase
(mode=1).

4.2 Coalition Loyalty Programs

The respondents’ responses on coalition loyalbg@ams are summarized in Table 2. From the table,
the respondents generally agreed to all the statesmen coalition loyalty programs. As coalition #dty
program members: they consider the supermarket finsi choice for purchases as they are rewardéd w
bonus redeemable points (mode=4); they do bulkhases at the supermarkets to earn more points épde
is safer for them as they don't have to carry larsh to make purchases (mode=4); they have a gfiepping
experience at the supermarkets as its conveniemlegs can make purchases anytime (mode=4); thely wil
recommend and encourage their friends and relatvdse members of the loyalty programs offered Hoy t
supermarket (mode=4) and overall, being a coalitayalty program member offered by the supermaiget
worthwhile to them as customers (mode=4).

4.3 Effects of Customer Loyalty Schemes on Competitiveness of Super markets

The researchers sought for the opinions’ of thpesmarket managers to establish the effects of
customer loyalty schemes (customer loyalty cardd aaalition loyalty programs) on competiveness of
supermarkets. The respondents’ views are summaitizé&dble 3. On the effects of customer loyaltydsaon
competitiveness of supermarkets, the respondemisgly agreed on the statement that customer lpyaltds
have led to the supermarket being able to track thestomers buying patterns and better understgnttieir
buying motives (mode=5). They agreed on customglty cards having led to the supermarket being &bl
having an ability to focus on a particular markegrment (mode=4); customize promotions, prices andes
to individual customers leading to a reduction iarketing costs (mode=4) and to coordinate and uabddiver
multiple services to the same customers at a mimmost (mode=4).

On the effects of coalition loyalty programs ommpetitiveness of the supermarkets the respondents
strongly agreed on the statements coalition loyafbgrams have led to the supermarkets being abkctjuire
a bigger customer database which of value to tpersoarkets (mode=5); a reduction in marketing castthe
IT and marketing costs are shared across coalfiamners (mode=5); have facilitated the impleméoraof
product recalls where necessary as the supermhalsein place the customers’ database and theihasirg
records (mode=5).

The respondents strongly agreed to the stateméngdpyalty schemes have led to customers repeat
purchases to the supermarkets due to the rewasdsiated with the loyalty schemes (mode=5); theretbeen
an increase in the numbers of customers to thermagpkets since the introduction of customer loyalthemes
by the supermarkets (mode=5); loyal customers btiigher average sales to the supermarkets as they
recommend and encourage their friends and relativeto business with the supermarkets (mode=>5)itand
more profitable for the supermarkets to keep tlogial customers (mode=5).

4.4 Multiple Regression Analysis

A regression analysis was carried out with orgational competitiveness as the dependent variatnle a
predictor variables being customer loyalty cards emalition loyalty programs. The findings from kel shows
that the adjusted R squared value is 0.249 implyived 24.9% variation in supermarkets competivengss
explained by customer loyalty cards and coalitioyalty programs. The results further affirms thats@mer
Loyalty Cards have a positive effect on competigsnef supermarket$ 0.310). This is consistent with the
findings of Ahmad and Buttle (2001) which identifisix economic benefits of retaining customers gisiryalty
cards as savings on customer’s acquisition or cept@nt costs; guarantees of base profits as axististomers
are likely to have a minimum spending per perioginwgh in per-customer revenue as over a periodned,t
existing customers are likely to earn more, haveemaried needs and spend more; a reduction otiveela
operating costs as the firm can spread the costrmaay more customers and over a long period of;tiamd
free of charge referrals of new customers fromtadgscustomers, which would otherwise be costlyeinms of
commissions or introductory fees and price premiamgxisting customers do not usually wait for pytom or
price reduction before deciding to purchase.
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Coalition loyalty programs have a positive effeet competiveness of supermarkets since the co-
efficient (3,=0.171) is positive. This is in line with Buttle(q@4), who argue that a properly designed and
managed coalition loyalty program always generatieb data for results analysis and opportunitgeting,
enabling participating sponsors to identify highgwdial customer, accelerating the consumers’ timearn a
reward and therefore drive much greater behaviangh than a stand-alone loyalty program at a lmwst of
operation than a single company program and thexrefgically generating a meaningfully higher retun
investments.

4.5 Research Hypotheses Testing
4.5.1 Hy: Customer loyalty cards have no significant effent competitiveness of supermarkets in Nakuru
Town. From Table 5, it is shown that the coeffiti@fi customer loyalty cards is significant
(p=.000< 0.005) in relation to competitiveness opermarkets. Thus, we reject the null
hypothesis (k) on the basis of the sample data
4.5.2 Hy,: Coalition loyalty programs have no significanfeet on competitiveness of supermarkets in Nakuru
Town. From Table 5, it is shown that the coeffitief coalition loyalty program is significant
(p=.019< 0.005) in relation to competiveness of esoparkets. Thus, we reject the null
hypothesis (lh) on the basis of sample data
5. Conclusions

Supermarkets are major players in the retail itrgius Kenya, and more so in the economy of this
nation. This study had two objectives to achieVe.determine the effect of customer loyalty candd eoalition
loyalty programs on competitiveness of supermarkétsmn Nakuru Town. On the effects of customer loya
cards on organization competitiveness, generallgtroostomers agreed that it's worthwhile beingyaliy card
holder and see it as a way in which the supermankaties them for being loyal. Customer loyaltydsaend to
increase customer purchase intensity, frequencypasdive word of mouth as loyalty holders recomchamnd
encourage their friends, colleagues and relativegbeir choice of supermarket. According to Uncleswling
and Hammond, (2004) two main aims of customer lyyedrds stand out: One is to increase sales revbyu
raising purchase/usage levels, and/or increasmtige of products bought from the organizationefond aim
is more defensive — by building a closer bond betwine organization and current customers it ietidpat the
current customer base can be maintained.

Customers generally agreed that that they makephuichases, encourage their friends, colleagods a
relatives to be members of the coalition loyalthesnes because of the benefits associated withctien® as
they earn bonus points and also the safety aspeetuse they don’t need to carry hard cash with tiwbite
going for shopping. Coalition loyalty programs leda reduction in marketing costs as the IT andketang
costs are shared across coalition partners. Thageas strongly agreed that coalition loyalty progséhave led
to the supermarkets under study being able to exzquibigger customer database which is of valuthéo
supermarkets. According to Lacey and Sneath, (2006glition loyalty programs allow marketers to tane
detailed transactional and preference customerbds#s which is used to determine customer valuinede
specific marketing strategies for finite customegmaents, and model customer attrition and intefwant
strategies thus enabling organization competitisshe

The study sought to find out the effects of custbfoyalty schemes on competiveness of supermarkets
The managers generally indicated that the custdoyaity schemes have led to customers repeat pseshi@
the supermarkets due to the rewards attached o, ttie supermarkets have registered an increasgstomer
numbers since they introduced the customer loyalthemes leading to higher average sales by the
supermarkets. From regression analysis, both cestéogalty cards and coalition loyalty programs svéosund
to have a positive effect on competitiveness oesoarkets. The study concludes that customer pgahemes
have a positive effect on competitiveness of supekets. Since most supermarkets are moving towards
customer loyalty schemes, the differentiating featmay be in terms of the overall customer benelitss
implies that a supermarket whose schemes offer rherefits to customers is likely to be ahead ofeoth
competitors. The supermarkets should therefore nimkke constant improvements on their customer tgyal
schemes to remain competitive.
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List of Figuresand Tables

Independent variable Dependent variable
Customer Loyalty Schemes Organization
Competitiveness
= Customer loyalty Cards; = Market share
Point cards, Gift Cards, » = Sales
Smart Cards = Overall
= Coalition Loyalty Program; organizational
Visa Cards, Travel Card competiveness

Figure 1: Conceptual Framework
Table 1: Customer Loyalty Cards

Std.
Customers Opinions n Mean M edian M ode Deviation
As a loyalty card holder | consider myself a logaktomer
of the supermarket 356 3.11 4 4 1.61
As a loyalty card holder | will consider the suparket my
first choice for purchases as am rewarded withtgoin 356 3.11 4 1.69
As a loyalty card holder my points are redeemalvierye
time | make further purchases 356 2.87 3 1 1.542
As a loyalty card holder | will purchase more fraime
supermarket to earn more points 356 2.98 2 5 1.756
| have been awarded discounts and gifts at timebding a
loyal customer to the Supermarket 356 2.77 2.5 2 344..
| have been invited to annual general meetingsived
magazines, birthday cards from the Supermarketbhéarg a
loyalty card holder 356 3.27 4 1.19
I will recommend and encourage my friends and inglatto
be loyalty card holders 356 3.03 3 5 1.629
Overall, being a loyalty card holder offered by the
supermarket is worthwhile to me as a customer 356113 4 4 1.572
Table 2: Coalition L oyalty Program Description
Std.

Customer Opinions N M ean M edian

Mode Deviation

As a member of the coalition loyalty program | vaéinsider the
supermarket my choice for purchases as am rewavdtd

bonus redeemable points 356 3.02 030 4 1.420
As a member of the coalition loyalty program | talk

purchases at the supermarket to earn more bonnts poi 356 3.13 4.00 4 1.467
As a member of the coalition loyalty program it§esdor me

since as customer as | don't have to carry harti tasmake

purchases 356 3.10 4.00 4 1.570
As a member of the coalition loyalty program | hénaal a great

shopping experience at the supermarket as its ogneto me

as | can make purchases anytime 356 3.07 3.00 4 481.4
| will recommend and encourage my friends and inedatto be

members of the coalition loyalty program offered Hye

supermarket 356 2.92 3.00 4 1.557
Overall, being a coalition loyalty program membdieed by

the supermarket is worthwhile to me as a customer 56 3 2.98 3.00 4 1.546
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Table 3: Customer loyalty schemes effect on Competitiveness of Super markets

M anager s Opinions

n Mean

Median

Std.

Mode Deviation

Customer loyalty cards have led to the superméndiety able
to track customer buying patterns and better utaledstheir

buying motives

9 4.67

0.5

Customer loyalty cards have led to the supermarkénly an

ability to focus on a particular market segment

9 411

0.782

Customer loyalty cards have led to the supermanieigbable

to customize promotions, prices and services tiviiddal
customers leading to a reduction in marketing cost

9 3.89

1.054

Customer loyalty cards have led to the supermardieigbable
to co-ordinate and quickly deliver multiple seesdo the same

customers at a minimum cost

9 3.89

0.928

Coalition loyalty programs have led to the superreabeing
able to acquire a bigger customer database whichvialue to

the supermarket

9 4.78

0.441

Coalition loyalty programs have facilitated the ieplentation
of product recalls where necessary as the supeetbals in

place the customers’ database and their purchasougds. 9

4.44

0.726

Coalition loyalty programs have led to reductionriarketing
costs as the IT and marketing costs are sharedsacoalition

participants

9 4.11

0.928

The loyalty schemes have led to customers repeahases to

the supermarket due to the rewards offered to thethe
supermarket

There has been an increase in the numbers of castdmthe
supermarket since the introduction of customerltgyschemes

by the supermarket.

Loyal customers bring higher average sales toupersnarket
as they recommend and encourage their friendsalativies to

do business with the supermarket

9 4.67

0.5

Its more profitable for the supermarket to kespayal
customers

Table 4: Multiple Regression M odéel

Model R
1 .505a

R Square

.255

Adjusted
R Square

.249

Std. Error of the Estimate
.86681710

a. Predictors: (Constant), Coalition loyalty pragsa Customer loyalty cards

Coefficients(a)

Unstandardized

Model Coefficients

Standardized

Coefficients

B

Std. Error Beta

T Sig.

1 (Constant) .019
Customer
cards
Coalition

programs

loyalty

.309
loyalty

.169

.046
.073 .310

.072 171

414 .679

4.220 .000

2.352 .019

a. Dependent Variable: Organization competitiveness
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