Conflicting signals from co-brand cards: 

The rules that successful issuers are following
Dissatisfied with poor ROI on scarce time and money, a number of leading European issuers are quietly ending their partnership programme marketing efforts. Justifying the decision, senior managers point to low activation levels, disappointing volumes, and an unacceptable level of transactors as compared with revolvers. The consequence is that, even when asked to pitch on an RFP, they’re finding ways to decline politely.
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On the other hand, Bank of America, which 10 months ago bought MBNA, famous for its affinity card programmes, has signalled its enthusiasm for the partnership concept by launching affinity banking. Starting in late November 2006, BofA now offers custom-built banking products online to organisations such as the New York State Bar Association, the National Wildlife Federation and an array of other membership bodies. 

Who’s right? Can these conflicting policies be reconciled?

Perhaps they can. 

Two words contain a lot of the answer: relevance and commitment.

Relevance in the sense that successful partnership marketing relies heavily on how important or striking the offer is to the target market. For instance, building on the proven attraction of frequent flyer miles to their customers, airline co-brand cards often have enviable levels of volume: as an illustration, it’s been estimated that members of airline frequent flyer programmes in Canada and Germany spend around five times more on their cards than the national average. And, since many of those are charge cards and most carry hefty fees, relatively lower levels of revolve are less of a challenge.

But take a look at other co-brand or affinity card products. How many have the same compelling and differentiated appeal to their customers? The honest answer would be, too few. 

The other part of the difference lies in commitment: once again using airline co-brand cards as an example, for the most part airlines work hard to keep the offer fresh. They have low seasons to promote, new routes to introduce, new levels of cabin service to launch. And, naturally, they target the hard core of frequent flyers to do the job.
Too often, these pre-requisites for success of relevance and commitment are lacking in affinity card offers: in the rush to meet new card acquisition targets, issuers set up deals without a proper understanding of the partner’s potential, there’s a flurry of activity at launch, and then silence – often because there is no equivalent of frequent flyer miles to promote to the customer, other than a promise to share some of the revenue with the partner. And that’s not enough.


What’s needed is a much more considered approach.
Here are four simple rules for success in the co-brand space: 

Rule One: Choose the partner organisation carefully

Look for 

· Sufficient size to make the potential number of new customers financially viable at realistic levels of application and approval

· Membership lists that have been kept up to date: one bank paid $6 million in up-front fees to launch a co-brand card programme with a national airline, only to find that its frequent flyer records were a shambles

· Members who:

· Share a passion strong enough to make them change established ways of behaving

· Are comfortable in using credit cards

· Are likely to be creditworthy

Rule Two: Make sure the organisation understands and is motivated to actively and consistently endorse the programme
Too often, group decision-makers are simply looking for a quick additional source of income: once the card is launched, they do little or nothing to support it. Be alert to this risk.

Rule Three: Craft an offer which is affordable, not available elsewhere and is genuinely motivational for this group
If the offer is compelling enough, you can even charge a fee. Think of golfers, frequent travellers, the “cash-rich and time-poor”: they all have needs which they’re prepared to pay to have fulfilled.
Rule Four: Keep at it

Affinity group cardholders frequently fail to activate, or spend less than had been hoped. This is a management problem, not a customer problem: it can be fixed – but only by working at it!

In the final analysis, co-brand and affinity cards can be a distraction from the mainstream business – or a solidly profitable route to market. The choice is yours.
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“One bank paid $6 million in up-front fees to launch a co-brand card programme with a national airline, only to find that its frequent flyer lists were a disaster area.”











