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OUR TOP FIVE TRENDS FOR 2011
As the Old Year draws to a close, it’s traditional for media pundits to offer their thoughts on trends for the New Year. So from our vantage point in the East Midlands, I thought I’d take a chance on the future and, with fingers firmly crossed, share with you my Top Five Trends for 2011.

Trend 1: We see the beginning of the end for plastic cards
The tide is unstoppable. Much as resource-starved card issuers might wish it weren’t true, the pressure for smart phones to replace plastic is now irresistible. Every day, industry newslines report ground-breaking developments in applications, hardware and security. Consider just these announcements:
· In November, global communications giant Vodafone identified financial mobile services as a prime target for company expansion. Not an unexpected development – O2 and Orange both entered the fray earlier – but Vodafone is huge (£12 bn. operating profit expected this year), and has a record: it developed M-PESA, the mobile payment system which launched to runaway success in Kenya and is now busily expanding to other emerging markets 
· Barely a week later, Nokia announced that in 2011 it will activate the contactless payment technology already built into its C7 handset. Again, note the importance of size – Nokia is the world’s largest handset manufacturer – and experience: in 2008, Nokia ran extensive 2008 UK trials of NFC technology with Visa, Barclaycard, O2, and Transport for London.
This is just a selection of what was announced in the month of November alone: a sampling of US-based developments over the same period would highlight major commitments to mobile payments by Verizon, AT&T and Elavon. 
It’s not difficult to see what’s driving the mobile communications giants: in developed markets, operators are facing declining revenue per customer; in emerging markets, there is a payments vacuum for operators to enter and make their own. The only question is this: will banks and card issuers work with them or be submerged by them?
Trend 2: Credit card issuers start to fish again in sub-prime waters

Already, it’s beginning to happen. Industry observers with their ears close to the ground are hearing the first faint rumbles from lenders’ executive suites: “We’re going back into sub-prime: carefully, but we’re going back in.”  Even after the huge hits that issuers took following the crash –  the Oliver Wyman Group estimates that US lenders alone have had to absorb $189 billion in credit card losses since 2007 – the profits from lending to customers with less than spotless credit records are simply too tempting to ignore for ever. 

Certainly, those lenders who are taking the plunge are taking it very carefully: but already we’re hearing of slicing and dicing to identify customers who gave up on one card or loan in order to service others. Elsewhere, some brave marketers are talking of “strategic bankrupts”: people hitherto sound who were overwhelmed by the crash, declared bankruptcy to start afresh, and, chastened by the experience, are likely to manage their finances very conservatively in future.

It all sounds entirely reasonable: but so did “originate and distribute” as a business model for managing customer lending…..May we respectfully suggest using a very long spoon?
Trend 3: Cause related marketing takes off in a big way

It’s too early to talk of the death of capitalism – isn’t it? – but there’s no doubt that rampant materialism has taken a big hit over the past couple of years. 
For sure, there will always be those who measure their position in the world by the size of their plasma TV. But we think we detect a growing tendency out there to think about the effects of our decisions as consumers. And that could well have implications for marketers.

Take air miles as just one example: there have always been voices which argued that spending lavishly on a card in order to hop on a plane for a treat in Nice is impossible to justify. But now, that feeling is shared by growing numbers of people in important customer segments. 

In the schools market alone, look at the success of the Morrisons “Let’s Grow” programme (39 mn. vouchers redeemed), of the British Gas Generation Green concept (12,000 schools engaged), and Sainsbury’s Active Kids (over £100 mn. of awards donated). All of these harness parent power to support green objectives.  Why not set this power to work in other directions? 
Because the goals needn’t be confined to green: one of the very first cause related marketing campaigns was the American Express “Home Town” programme back in the 1980s, which generated funds for local causes nominated by cardmembers. Today, the technology exists to make it possible for customers to create income streams to put a new roof on the Scout Hut, support veterans’ charities, nature reserves – you name it. 
When businesses as diverse as Marks and Spencer (“Doing the right thing can be good for business” – Sir Stuart Rose, Chairman), and Investec (“Aiming to position itself as a ‘responsible’ financial services organisation”) agree that good causes make good business sense, it’s time for marketers to get to work.

Trend 4: Merchant-funded rewards programmes need to put up – or do the other thing
It’s not yet clear that these programmes are going to live up to the hype surrounding them. Fundamentally, they rely on delivering sufficient measurable plus business to merchants to offset the very significant extra costs involved in participation. And the key word here is “measurable”: it’s tough to prove that any incremental sales are due solely to the effects of the rewards programme, and owe nothing to seasonality, the weather or the merchant’s own efforts. Where that can be done, everyone’s a winner. If not, merchants may draw their own conclusions. 
It’s noticeable that in mainland Europe this kind of programme is seeing significant merchant churn as participants quit the scheme. Now, that may be due to deficient management rather than a deficient concept, but for sure, calculators will be running hot in the New Year as merchants in the programmes try to figure out whether they’re winners or losers.

Trend 5: Marketers will use social networks to build relevance and customisation into their rewards offerings

Call it a step in the direction of one-to-one marketing. Banks are working harder to differentiate their product by customer type – perhaps not before time. And nowhere is this trend stronger than in bank rewards programmes. 
As so often, American Express is leading the charge, with virtually monthly roll-outs of offerings carefully calculated to appeal to sharply defined customer segments. Under the banner “It’s not just your Card, it’s your canvas”, ZYNC, a charge card offered in the US market, allows customers to build their own loyalty package by selecting exclusive access, rewards and discounts from a wide selection of lifestyle categories. Originally a suite of bundles covering Charitable Giving, Travel, Music, Fashion, Food and Wine, in the last few weeks Amex has added Art, Health & Fitness, Spa, and Las Vegas to the line-up.

Seems to us that a great next step would be to encourage participants in, say, the Food and Wine category to exchange their experiences and recommendations. Or where, as often, the issuer facilitates special events access for its customers, why not encourage them to get together before, during and after the concert or whatever to make travel arrangements, hook up, and share the excitement. Builds loyalty, builds uniqueness, builds recognition.
So there you have it: my trends for 2011. But however well or badly these predictions turn out, you can be sure of best wishes for a Happy, Healthy and Rewarding 2011.

