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CO-BRANDED CREDIT CARD - A TAILOR-MADE PRODUCT NICHE FOR CONSUMERS

DR. A. JESU KULANDAIRAJ
ASST. PROFESSOR
LOYOLA COLLEGE (AUTONOMOUS)
CHENNAI

Co-branded credit cards are one of the biggest trends in the credit-card industry in the last several years. For banks they offer a way to distinguish their products
from their competitors now that everyone offers basic credit cards. For consumers they offer attractive deals in different product niches as well as a good reason
to get multiple cards. The sheer numbers in terms of could be and would be credit card users have made this an exciting arena for the banks and other credit card
marketers. This is why we have seen a very fast pace of progress in this field. The latest product and technological developments in the international credit card
scene are quickly replicated here for the Indian market. The newest kid on the block is the co-branded credit cards. In this conceptual research, the researcher
wants to analyze the features and benefits of co-branded credit cards. This study also indicates the scope of consumers spending behaviour and their problems in
using a co-branded credit card. Finally, researcher has suggested various points to assess the consumers spending pattern with a co-branded card.

KEYWORDS

Types of cards, Co-branded credit card, tailor-made features, benefits, deals and things to watch out.

INTRODUCTION

oday's consumers have many more choices than ever before. They look for products and services that simplify their lives and express their individuality.

A co-brand partnership is designed to strengthen the bond with your customers. It can increase loyalty, attract promising new customers, lower your

acquisition costs and help keep your company top-of-mind. All can add profits to your bottom line. The latest product and technological developments in
the international credit card scene are quickly replicated here for the Indian market. The newest kid on the block is the co-branded credit cards. Co-branding is
essentially two major brands converging to enhance the usefulness and image of the product. In the case of a credit-card, it is a partnership between the issuer,
say, Citibank, and a retail service-provider or a goods provider to meet customer demand more efficiently.
A card issued through a partnership between a bank and another company or organization is called a co branded card. The card would have both the bank name
and the store name on it. Many co-branded cards are also rebate cards that provide the consumer with benefits such as extra services, cash or merchandise
every time the card is use. Obviously the aim of the co branders is to gain market share, promote loyalty to the brand, promote more usage etc. For instance in
the US, this category of credit card is one of the fastest growing in the credit card industry. Due to the MasterCard and VISA connection, co branded cards find
wide acceptance, unlike proprietary cards that can only be used at the sponsor’s premises. The co branders get to a wider customer base that is better defined
and could not have been targeted by one partner alone. As for the structure, the credit-card issuer is responsible for distribution, while the partner offers the
benefits that differentiate between the cards and the target customers.

BACKGROUND LITERATURE

Despite the growing use of co-branding in practice, little empirical research has been conducted on the topic. Most of the literature on co-branding simply
describes the strategy or discusses the advantages and disadvantages of co-branding arrangements. There are however two empirical studies dealing with this
topic. In the first study by George et al. (1998) consumer attitudes towards brand alliances are examined. The focus in this work is on spillover effects of brand
alliance evaluations on the later evaluation of partners and on the role of brand familiarity in these relationships. The result of this study is that consumers’
attitudes toward a particular brand alliance influenced their subsequent attitudes toward the individual brands that comprise that alliance.

The second study by Grossman (1996) deals with a Composite Brand Extension (CBE), combination of existing brand names, analogous to co-brand. It examines
how consumers form the concept of the CBE based on their concept of their constituent brands, the roles of each constituent brand in forming this concept and
the effective of the CBE strategy. According to the study a composite brand name can favorably influence subjects” perception of the CBE and those
complementarities between the primary and secondary constituent brands is a more important factor in the success of the CBE strategy than a positive
evaluation of the secondary brand.

TYPES OF CARDS
Many Types of Plastic
Multipurpose Cards
Single-Purpose Cards
Charge Cards

Credit Cards

Bank Cards

Debit Cards

On-Line Debit Cards
Off-Line Debit Cards
Secured Cards
Commercial Cards
Co-Branded Cards

AN N N NS Y VR VR NN NN

WHAT ARE CO-BRANDED CARDS?

They are credit cards, which are associated with a particular firm like an airlines or retail outlet. These cards can be used just like regular credit cards but they
also offer benefits to users of the relevant product like frequent travel points and special discounts.

Today co-branded cards are available for a large number of sectors including travel, telecom, retail, entertainment and so on. There are new products coming
every year: for instance just recently Yatra Online and Barclays announced a co-branded card tailor-made for consumers in the fast-growing online travel
segment.

CO-BRANDED MARKETING OBJECTIVES

Increase revenue or brand recognition, another participant may wish to penetrate new markets or introduce new products or services.

v' Each participant should be absolutely certain from the outset that his specific objectives coincide with the actual opportunities that will arise from the
intended marketing campaign.
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v' To ensure that all participants benefit from the campaign, it is important to identify the right partner — the compatibility of potential partners plays a
crucial role in the success of the project.

v" When a dominant partner joins forces with a smaller brand, the smaller partner usually benefits from the trust and loyalty that attach to the bigger brand,
while the latter may use the smaller brand to penetrate new market sectors.

v' Co-branding by two or more small players can be more strategic and creative in nature.

v"In this kind of situation parties should ensure that the sum total of the joint marketing effort results in greater brand recognition than what would have
been achieved with individual campaigns.

TYPES OF CO-BRANDING

1. INGREDIENT CO-BRANDING

One form of co-branding is ingredient co-branding. This involves creating brand equity for materials, components or parts that are contained within other

products.

Examples:

. Dell Computers with Intel Processors

. Samsung hardware with Google software (e.g. Galaxy Nexus)

. Tata motors with Fiat engines

2. SAME-COMPANY CO-BRANDING

Another form of co-branding is same-company co-branding. This is when a company with more than one product promotes their own brands together

simultaneously.

Examples

. Tata Croma and Tata Capital

3. JOINT VENTURE CO-BRANDING

Joint venture co-branding is another form of co-branding defined as two or more companies going for a strategic alliance to present a product to the target

audience.

Example:

. British Airways and Citibank formed a partnership offering a credit card where the card owner will automatically become a member of the British Airways
Executive club

4.  MULTIPLE SPONSOR CO-BRANDING

Finally, there is multiple sponsor co-branding. This form of co-branding involves two or more companies working together to form a strategic alliance in

technology, promotions, sales, etc.

Example:

. Citibank/American Airlines/Visa credit card partnership

CO-BRANDED CREDIT CARD MARKETERS AND THEIR BENEFITS

Clearly, a co-branded card encourages spending at particular places only. Gauge the amount of spending you will be doing in that brand in order to understand
how you will benefit. Here’s few illustrating with an example.

< SBI's co-branded card with Spice Jet

SBI’s co-branded card with Spice Jet offers 5 per cent cash back on spending at the airline. But you must use only Spice Jet's Web site, call centre or airport
ticketing counters for booking. Outside spending on Spice Jet, the reward points system for this card doesn’t have much going for it, requiring huge spends for a
minimum of benefits from reward points. With a Spice Jet-only card, you lose out on benefits if you take alternative airlines

< HSBC’s co-branded card with Make-My Trip

Then take HSBC’s co-branded card with Make-My Trip, or SBI’s Yatra.com partnership. The cards give you, upon joining, Rs 5,500 and Rs 8,250 worth of
discounts on tickets and hotels, besides extra reward points on transactions made on the Web site. You get discounts on crossing a minimum threshold of
spending on the sites. The spending-reward ratio is slightly better. . Given that Make-My Trip offers a lot more airline options, besides hotel, bus and rail
bookings, the drumming up points and deriving more benefits is quicker.

<+ ICICI Big Bazaar Gold Credit Card

Benefits include zero finance charges on EMI purchases at Big Bazaar; you can pay off a purchase of Rs 1,500 and above in three equal monthly installments,
EMls, without any finance charges. Other benefits include 6 reward points for every Rs 100 of purchases at Big Bazaar.

<+ ICICI Bank Xbox 360 Credit Card

Aimed at fans of Microsoft's popular gaming console the card offers discounts on certain Xbox and Microsoft products and also provides zero per cent financing
when purchasing an Xbox 360.The card also provides offers from other electronics brands like Samsung and Kodak.

< Jet Airways Citibank Gold Card

Every Rs. 100 spent earns you 4 Jet Privilege Miles. You can also win upgrade vouchers when you earn 4,500 miles on your card. This card is free for life.

< ABN Amro Adlabs Credit Card

In addition to reward points on ticket purchases you get benefits like exclusive ticket counters at Adlabs Cinemas, reserved seats for new movies and special
invitations for premiere shows.

< SBI Railway Card

You earn railway points from your ticket purchases. Other benefits include zero transactions charges for online railway booking and accident insurance worth Rs
10 lakhs in case of loss of life in a railway accident while travelling on a valid ticket.

There are a number of co-branded airline cards, both national and international. Also keep in mind that with airline co-branded cards especially, it may be more
beneficial to take a regular credit card that promotes travelling. HDFC Bank’s Platinum Edge credit card, for instance, allows points conversion into air miles on
Jet Airways, Kingfisher Airlines and Air India.

THING TO WATCH OUT FOR WITH CO-BRANDED CARDS

»  Annual fees: Today plain-vanilla credit cards with zero annual fees are quite common but co-branded cards are more likely to carry significant fees. Make
sure that the benefits they provide outweigh the costs.

»  Read the fine print and ask questions when it comes to benefits. The descriptions provided are often rather vague and you need to clarify the details to
make sure that the benefits you get are worth the annual costs. For example when it comes to reward points, find out what time limit or other restrictions
are imposed on their use.

»  The usual warnings about credit cards apply to these cards as well. Credit cards are best used as a means of payment not as a source of credit. You should
ideally pay off your full balance every month before the payment due date. Remember that interest charges are steep and if you keep borrowing every
month you could get caught in a debt trap.

»  Don't get too many cards. Aside from the annual fees, the more cards you have the more likely you are to miss payments and pay penalties and interest.
Only get a co-branded card if the benefits fit your lifestyle and purchasing habits really well.
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CONCLUSION

Co-branded cards provide you with additional benefits tailored to your consumption habits. However, as always with credit cards, it's wise to be moderate and
not carried away with your new spending power.
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