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Executive Summary

Boston Community Change (BCC) is a community loyalty program that gives businesses
the ability to offer rebates to cardholders on one unified platf@ostly rebate software and a
bank identification number (BIN), funded by a group called Interra, nfeprogram unique.
The economic downturn coupled with tHDee Madof f
to the lack of funding we set out to analyze alternative loyalty syst&mis.search brought
about the opportunity to explore ways to straaenthe currently labor intensive merchant
acquisition processOur goal was to analyze the feasibility of implementing alternative loyalty
systems and provide Boston Community Change with a streamlined sales process. We set out to
accomplish our goal bgompleting three objectivessirst, we developed a number of
promotions for the card platform&econd, we analyzed the current merchant acquisition
process.Third, we developed a streamlined merchant acquisition process that could be
implemented for anof the card platformsWe then compiled our findings into a comparative
analysis and recommendations packet that we presented to Boston Community Change for their
consideration.

To complete our three main objectives we collected data from merchaaysurv
merchant interviews, BCC database analysis, and discussion with possible card pahisers.
data was used to analyze the three possible card platforms;in@ncted card option, and the
merchant acquisition process.

We developed a questionnaaed a sell sheet for each card platform which we used to

interview 13 businesses in the Jamaica Plains distffcbm our interviewsas shown in the

AMerchant Willingness to
Merchant Willingness to Adopt Scenar i ovedetegninedthat a
Scenarios donation card was the most widely
100% .
300/5 accepted platform, with about 80% of
60% .
40% . mer chants stating that t
20% i Very Willing _ _ . _
0% & Somewhat Willing Willingo to I mplWement su
o (Joo&"‘ %.\\oo*' 06@6"‘ & Unwilling also found that 100% of merchants are
& 0037@ willing to accept a cdoranded card
regardless of the platform useWe

developed an online merchamirvey that was sent out to all participating merchants in the



Boston Community Change program®f the merchants that responded, 22% felt that the

cardhol dersdé sole purpose

for

getting

56% said thiathey thought the cardholders simply wanted to support local businésses.this

data we determined a-4wanded donation card would be the most accepted future loyalty

system.

Next we examined data on the beneficiaries under the current syaseshown in the

ADonations per

e are 236 bemneficiane®thaghave pedeived some donation

since the BCC program started and only one amassed more than 40 dylaitewing the
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merchants to choose their
own beneficiary under the
newplatform BCC can
decrease the number of
beneficiaries and increase
the donations to each one.
The

per

AProjected
Beneficiaryo
depicts the top ten

beneficiaries if the top ten
merchants in BCC sales

volume donated 2% of

qualifying sales tdheir

beneficiary. All ten

beneficiaries would receive

over 40 dollars per year and

the top three would receive

over 150 dollars.

Next, we contacted the Massachusetts Bay Transportation Authority (MBTA), Boston

Public Library (BPL), openairboston.nend EzXchange to discuss the possibility of partnering.

Based on discussions with each, we determined that the MBTA is willing to diseuss co

branding. They would be a vital partner when-boanding the donation card because of their

the car

Don
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large cardholder basd”artnerships with the BPL and EzXchange would also be beneficial and
deserve consideration; however, the MBTA should be the priority.

We established ways to streamline the merchant acquisition process based on our
merchant interviews and discussiongivihe BCC staff.Brian Goodman, the head of the BCC
sales team, gave us extensive descriptions of the different phases in the current plecess.
described the very labor intensive process that generally requitedsis per merchantin our
intervews with 13 businesses, several of the merchants recalled 4 visits from a representative
before they enrolledTo streamline the process we developed templates of online Merchant
Information Request, Merchant Referral, and Promotional Material Requexs. fdhe
implementation of these online forms would minimize the manual labor necessary in several
steps.

Our final recommendation came after we found that 100% of the merchants interviewed
commented on the need for more promotion of the progims finding came too late into our
project to research the most effective methods of promoting the progtawever, it is
i mportant to point out the merchantés dissat.i

By using the aforementioned findings we mageommendations that will enable the
Boston Community Change program to revitalize its cardholder and merchant base by
emphasizing the community aspect of the proj@&st.focusing on donations to beneficiaries,
cardholders and merchants will regain ietrin the program due to the spotlight on

philanthropy.
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Abstract

Boston Community Chang&CC)is a loyalty program thallowsbusinesses to offer
rebates on one unified platforrThe Interraorganization funded the rebate software but recently
lost its funding due to the Madoff scandadherefore, our goal was to propose an alternative
loyalty system and provide BCC with a streamlined sales process. We conducted interviews,
surveys, and meiegs with participating merchants and BCC staff and recommended the best

alternative loyalty system and an electronic approach to merchant acquisition.



Chapter 1: Introduction

For every $100 spent atiacal store, $45 is circulated back into the community, whereas
only $13 is distributed back into the community when spent at aWeel( i A Rewar di ng
Rout e 0., Thigllem)is recognized nationallgnd Boston is no exception. The Boston
Main Streés (Appendix A)program and the Department of Neighborhood Development
(Appendix C)developed a organization called Boston Community Cha(B€C). The
purpose of this program is to help revitalize small business in the Greater Boston Area by
incorporatirg a loyalty card rebate program for customers who choose to shop locally. BCC was
the pilot program for the Interra Project, which now has similar programs around the nation.
Initially, the program started iRoslindale but expanded to cover alineteerof the Boston
Mai n Streets6 diBsstonCommumity Chapgp @epeddsi®d,0B0 dollar
rebate distributiosoftware and a bank identification numKBIN) paid for by Interra grants.

The grantors areo longerable to providdnterra withfinancial backingpecause of the
current economic turmoil which was sparked by the collapse of thprsub housing market.

To make matters worse, many grantors were directly affected by the Madoff s@guahdix
D). BCC is left in a challeging situation, imce Interra funded the softwaaed BIN used by the
program.

Boston Community Change asked us to help them prepatieefanevitablechanges
facing the programWhile exploring alternative loyalty systems we took the opporyuoit
investigate ways to redud¢aborwhen acquiring merchantd&Ve looked into the BCC merchant
acquisition rate and discovered that afteakingat 61 merchantger quartein the spring of
2007the ratequickly droppedto only 4 merchantper quarteby Decemler 2008. The program
currentlyhas only me sales representative who basnake2-7 visits to eacliousinesbefore
enroliment Since theslow andaboriousprocess hasauisel the drop inmerchant acquisitign
BCC wants to revamp their sales process.

Our goal wasto analyze the feasibility of implementing alternative loyalty card systems
and provideBoston Community Change walstreamlinedmnerchant acquisitioproces for
each systeminitially, it was beneficial to look at literature relevantogalty card programs and
local businesses, various card technologiegcustomer relationship management. To achieve
our goal, seeral steps were required. Initiallye developed card promotions for each possible

system and createdformativesheetdor each one Next, we analyzed the current merchant

1



acquisition processWe thendetailed a streamlined méxant acquisition process fBICC.

After detailing the merchant acquisition process, we discussed possible future partnerships with
representaties from theMBTA and Boston Public Library. When finalizedve used the card
promotionsto acquiremerchanperspectivesn each We also took the opportunity to ask e
about their experienaenrolling in the programin additionto the interviewsve issued online
surveys to the merchants in the program and recé@estback on the salesocessand
prospectivesystems.

From our interviews we determined that a donation card platform was the most widely
accepted platform, in fact 80% of the merchamtsrviewed were very willing to implement
such a systemAdditionally 100% of merchants said they would be willingattapt a co
branded card with any of the platformis conjunction with the donation card platform, we
examined dnations presently madtobenefciaries Only one of the 236 beneficiaries that
received a donation since the plmresgopnsewés i ncep
developed projected donations based on each merchant selecting their own beneficiary and either
donating2% of their total BCC sales or ten cents per BCC transaction.

We established ways to streamline the merchant acquisition process based on our
merchant interviews and discussions with the BCC staff. Brian Goodman, the head of the BCC
sales team, gaugs extensive descriptions of the different phases in the current process. He
described the very labor intensive process that generally requitedsis per merchant. In our
interviews with 13 businesses, several of the merchants recalled up t® 4rgisita
representative before they enrolled.

With this collective information and knowledge, were able to recommend the best
loyalty system to adopt as well as several ways to streamline the merchant acquisition process.
Our analysis and recommendations wesmpiledinto a comprehensive packistatwas

presented to Boston Community Change fairt consideration.



Chapter 2. Background

2.1 Introduction

OQur projectods goal, as stated in chapter 1
alternative loyalty card systems and provide Boston Community Change with a streamlined sales
process for each system. To help accomplish this goal we plannguldoeexhy local
businesses are essential, the purpose of BCC and the Interra project, the current transaction
platform, various card technologies, and the current merchant acquisition process. The project
plan at the end of this chapter explains the steptook to achieve our goal.

2.2 Chain Stores and the Community

Chain stores have become the primary shopping centers in America. The convenience of
onestop shopping and lower prices appeals to consumers and often casts a shadow on specialty
storesand momandpop shops. A study of Wilart in the Chicago area found that the benefit
of their better paying jobs is lost because the size ofMéait forces smaller businesses to close
(Center for Labor2004) Also, total revenue in the area may daseebecause the lower prices
and closure of businesses will contribute to a loss in tax re(@arger for Labqr2004). here
are benefits to shopping at local businesses that supersede the price of goods and convenience

which are sometimes overlooked.

2.3 Local Business and the Community

Local businesses are a vital component to a healthy community. A strong local economy
can enhance the quality of life in that community. When a customer shops at local stores, their
loyalty to that store has mood an impact on their community than they may know. Whenever
money is spent at a business it circulates throughout the community. The Midcoast Maine region
found that the 8 | ocal businesses participati
within the surrounding two counties and another 8.7 percent was spent elsewhere in the state of
Ma i r(lestitute for Local Selff 2003) . The Dbusi n etatswaslirokene v.e n u e
down to include fAwages an aveteynsedplies asd spreiced t o |
from other local businesses, profits that accrued to local owners, taxes paid to local and state

government, and cont r i bladitutefor kocanze@603)t o | oc al c
3



LocalFirst.com displays a chart déitag the breakdown of $100 spent at a locally owned
business versus a ndocally owned business in the Greater Grand Rapids region of Michigan

(See Figure 1).

LOCALLY OWNED BUSINESS NON-LOCALLY OWNED BUSINESS
SPEND $100 AT A LOCAL BUSINESS ST SPEND $100 AT A NON-LOCAL BUSINESS

3 LEAVES YOUR
LEAVES YOUR ACCOUNTING, COMMUNITY
BFCOMMUNITY

$73 STAY
IN LOCAL ECONOMY

FARMS,

PAPER, STORE | oo S STAY IN
& LEAVE
YouR

GREEN = Money Staying In Your Community
For avary 5100 spart kocaly, $73 remain in the local ecosomy.

RED =  Money Leaving Your Community
For avary $100 spent nonlocoly, $43 ressoin in the local sconcrmy.

Figurel-Distribution of Revenue in local communities
b2GSY FTNRYOIG2 FCANRGKEST 20t FANRGPO2Y
The green area of each chart denotes the money that stays in the local economy and the

red denotes the money leaving the local economy. The circles within the chart describe what the
money is being used for. It is clearrtahe chart that 30 more dollars stay in the local economy
when shopping at a locally owned business rather than-booally owned business. A similar

study done in Andersonville Chicago reinforces the findings that more money stays within the

communitywh en spent at | ocal Dbusinesses rather t h;:
every $100 in consumer spending with a | ocal
However, AFor every $100 in consumerChimgnendi ng

e ¢ o n dQ@emter for Labor2004). The studies show that shopping locally helps to circulate
wealth within a community. The money spent at local businesses supports the community
through local services, supplies, taxes and wages. There gramsolike the Interra Project

and Boston Community Change that work to support local business.



2.4 The Interra Project and the Boston Community Change Program

Interra is the parent organization of the Boston Community Change, iBuyNeo, and the
Puget Soud Community Change programs. Interra was founded by Greg Steltenpohl, founder
of Odwalla foods, Sridhar Rao, founder of Exchange.com, and Dee Hock, founder of Visa
International. Their idea for the loyalty program was to encourage community membeexto di
spending away from larggcale companies to localbwwned, community markets and merchants
(AAbout | nt.dnaditanally, peoge adgaitedegpods from markets and strdet
merchants and acquired services through tradesmen and acquesnt8nwe those days,
consumers have slowly inherited the luxury of buying more and more of the necessities for
everyday life at one or two supermarkets or chain business stores, and for arguably less than
comparable goods for sale at smaller,-affiiated stores. Though financial benefit often
overrules concern for the community, Interra has recognized a way to combine three virtues into
one system: intreommunity spending, philanthropy and service, and personal financial return.

There are three programs under the Interra project: iBuyNEO, based in Northeast Ohio,
Puget Sound Community Change, based in Puget Sound Washington, and Boston Community
Change, based in the greater Boston area. The Boston Community Change, iBuyNEO, and
Puget Sound Community Change programs are initiatives which incorporate the average
consumer 0s desire for satisfaction in a progr
exposure. Customer satisfaction is based on their drive to search out dealsades] but also
the desire to do good for the community. I n
is carried out through donations to Rorofit organizations and local schools which in turn
improve the quality of life in the community.

The original intention of Interra was to expand similar community programs across the
country and distribute the costs across all the programs. The more communities involved the less
overhead for Interra. Since the programs were dependent on Interage fwinding was used to
subsidize operational costs and their partnership with Nietech. Nietech is the company
responsible for the software that enables the programs to effectively manage their rebates and
data collection. Since Interra is in dangedissolving due to the results of the Madoff scandal,
the BCC is looking for ways to finance a partnership with Nietech or develop alternative loyalty

systems.



2.5 Current BCC Transaction System

Nietech gives Boston Community Change the ability torbaaovative loyalty card

program. One of the benefits of the system is the similarity to a credit card. It works with the

merchant sé existing

credit

card terminal

in Figure 2, Bank of America breakse process down into 4 main steps.

Acquirer Card lssuer(s)

Associations

Merchant

° 1. Authorization =

& " REGUEST FOR AFFROVAL

CARDHOLDER
MAKES VERIFICATION

FURCHASE FURCHASE AFFROVED

2. Batching @ e
AFFROVED TRAMNSACTIONS '-

STORED IM EATCH ZARDHOLDER
EILLED

... 3.Clearing and settlement @
Al

* EBEATCH SUEMITTED FOR FUMDING
ISSUER FAYS

4, Funding =
=
s
FUNMD= TRAMSFERRED
MERCGHAMT
RECEIVES
FAYHMEMNT

Figure2- Credit Card Transaction Process
b2GSY FNBY &/ FNR tNRrOS&aaAy3

2.5.2. Batching

2.5.1. Authorization

When a credit card is swiped
information is collected at the poiat
sale (POS) terminal. This information
includes the account number, bank
identification number (BIN),
transaction amount, and country code
among other information. This
information is sent to an acquirer who
processes the information from the
transadbn. They verify that the credit
card number and the amount of the
transaction are valid and approve the
transaction for

Processing Basicso,

When the transaction is authorized the merchant stores thmatfon in a batch. The

merchant sends the batch, a group of stored transactions that have not been settled yet, to the

acqguirer at the end of

2.5.3. Clearing and Settlement

In this step tke acquirer then sends the information from the transaction to the correct

card association such as Visa or MasterCard. The card association then pays the acquirer and

charges the issuer, the bank or organization that issued the credit card, for tlhettransan

Processing Basicso, no

there are thousands of credit card transactions to process dalily.

t he

ma Kk i

ca

no

each day to receive pa
(ACar c
dat e) . Acquirers are



2.5.4. Funding

When the card association pays the acquirer the issuer thethpayerchant for the
amount of the transaction but it withholds th
Basicsodo, no date).

The Boston Community Change card goes through a similar process. When the card is
presented to a cashier they enterah®unt of the transaction and swipe the card through the
POS terminal. The card is denied because it is not a means of payment but the information from
the transaction is still collected and sent through the same process to a MasterCard BIN. Nietech
software then sorts the information, calculates the rebates, and delivers the information to Boston
Community Change. The information is also added to the online accounts for the merchant and
cardholder so they can track their usage. Merchants are laget foitlithe total rebates at their
store each month. This money is distributed to the cardholderprafihorganizations or
schools, and Interra. However, there are more card platforms available if loss of funding makes
this system unfeasible.

2.6 Card Technologies
We identified three different card technology systems including; the swipe card, scan
card, and smart card.
2.6.1 Swipe Card
As explained in Section 2.5.4 Boston Community Change uses a swipe card system. A
swipe card contains sevefahtures, the main feature being a magnetic stripe located on the back
of the card. The stripe 1 s compiled of three
identification number (BIN), country code, na
Car Wor ko, 2006) .
2.6.2 Scan Card
Another type of card is a scan card, often used in grocery store loyalty card systems,
which involves a barcode that is scanned during each transaction. A scan card is dependent on
two major pieces of hardware and software. The main piece of hardwaseasreer that is
either handheld or mounted in a register, which reads the information in the barcode. Each card
has a unique bar code that provides access to the discounts archived in the stores cash register

system. The software needed is the datalwaseh allows for the addition and subtraction of
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discounts and promotions. This database is often stored at a central location and is accessible by
a connection (phone, cable, or satellite) in the store. The database also stores the information of
each ardholder and their transaction records.
2.6.3 Smart Card

The last type of card is a smart card. Smart cards offer a variety of options with the
technology embedded within a standard sized credit card. The smart card is built with a smart
chip which ha the capacity to run a number of applications, store user info, and act as a means
of payment. An i mportant part of the smart c
needs, since the equipment involved in the smart card platform can beiggpdn order to
carry out a transaction, the merchant must have a reader which transmits information from the
card to the merchantés payment software, and
magnetic strip and/or a barcode which couldibed at businesses not equipped with the
necessary smart card scanner. Depending on the type of smart card issued, additional software
could be necessary for transactions to be processed whether the merchant swipes or scans the
card.

With the smart cat, the option is available to store rewards money directly on the card
which could then be used towards future purchases. The back end of the payment system would
be run through a provider such as Smart Card World or Inline. There is also the abditly to

value to the card.

2.7 Card Promotions

In addition to the various technologies available for loyalty cards there are also numerous
promotional programs in use throughout the loyalty industry. The three formats that we
considered are the rebate calek discount card, and the donation card.

2.7.1 Rebate Card

The rebate card promotion is what Boston Community Change currently utilizes. A
consumer in the rebate program would initially pay full price on all items in the store but would
later be issug a rebate compliant with the merchants offer.

2.7.2 Discount Card
Simple discount cards are a common type of loyalty card which offers the consumer

predetermined discounts on certain purchases. Stipulations can range from flat ratesi® buy

8



getone free type discounts. Over 90 percent of Americans use some type of loyalty card system
(Berman, 2006). The most basic system is a steshsave discount card. This system does not
collect any information on the consumer, and only tells the merchatrthér consumer is
eligible for a discount. Using a sheamd-go discount system is very easy for most companies
since there is no software or hardware needed. Today, loyalty card programs are a 6 billion
dollar industry with over 2,250 different loyaltyard programs across the country (Berman,
2006).
2.7.3 Donation Card

The donation card functions similar to a discount card, but in place of a discount the
merchant donates to a beneficiary of their choice each time the card is shown. No new software
or hardware is needed to implement this systeowever the metrant must keep traakf card
usage. The beneficiary card is another way for customers and merchardslsde more
moneyinto the local communityPast BCC survey results show that cardieoddare morenuch
interested in the donation aspect of the program than the edaete rFurthermore, th&igure 3
illustrates the importance of the community to cardholdensfact,88% of respondents chose

Osupport Ilecadadtivation telder thé card.

What motivated you to order a card?

To Generate a Donation for
Beneficiaries or Schools

To Receive a Cash Rebe

To Support Local Business m

H Active Cardholders

. 0% 20% 40% 60% 80% 100%
H Inactive Cardholders

Figure3-Reasons that cardholders chose to order their card.
This information was generated from a Boston Community Chaiggied survey in 2008

2.7.4 Co-Branded Card
One way to expand the capabilitiestiogé card platforms would be creating alranded

card by involving various partners. Different partners could give the cards a wider range of



usage, increased publicity, and higher appeal. By using merchant interviews and assessing
business hardware, wdll further determine the feasibility of implementing each alternative
means for issuing rewards to customers. With these types of card systems in mind, it is also
important to explore how each will need to be marketed and managed with respect to small

businesses.

2.8 Customer Relationship Management
Customer Relationship Management (CRM) is vital to obtaining and maintaining
merchant interest in Boston Community Change. B@&chant interaction at each sale is
relatively simple, but the goal is fwst portray the positive aspects of the program to businesses
and then sign them on. It is important to spend significant time and effort on strategic planning
for acquiring and retaining merchants. Rust and Chung (2006) propose a formula for
developng positive financial impacts on processes through CRM.

As shown in Figure 4, the ways in which BCC manages and

customizes service impacts the level of merchant satisfaction. This

Managing Customizing
Service Service

leads to the overall success of the program and level of impact on
the community. For acquiring merchants, representatives froG BC
follow a set of guidelines for contacting businesses. This system of

Merchant Merchant acquisition often requires multiple visits and is hindered by

Satisfaction Relationships

merchant apathy and reluctance. The reason for this reluctance is
that the contract involves disclosing sensitive barkkraating

information which businesses are hesitant to release. One example

Business and
Community

impact of a sticking point in merchant acquisition is that the business must

Figure4-Customer relationship  issue a discount. The merchant can choose any discount and will
management flow chart . .
mull over all of their options.
When discusing merchant satisfaction, an advantage of Boston Community Change is
that it allows each business to customize how they will issue rebates to customers. For example,
Charles Street Supply currently offers cardholders 10% off a purchase of $50 or more
(Merchant Rebateso, 2009). This stipulation |

special deal that only they are entitled to and are more likely to take advantage of and the price
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requirement promotes more spending at the local store. Bod#fitsesf customized service
encourage more spending at Charles Street Supply and lead to increased merchant satisfaction.
In the context of firms and clients, Monroe (1990) explains perceived value as the ratio of
perceived quality to perceived priceim8arly, a potential merchant generally bases their
decision to contract on the perceived benefits per cost of offering rebates through BCC. To
reinforce the perceived value, the BCC representative uses merchant packets and presentations to
illustrate tke benefits of membership.
If it becomes necessary to implement new technology for the custaerehant
transaction platform, CRM calls for a study into the feasibility of each with regards to merchant
retention and satisfaction. The Satisfaction/Praditg tradeoff idea from Rust and Chung
(2006) is an important facet to the customer relationship management of the Boston Community
Change. Essentially the satisfaction of each community business leads to retention, publicity,
and community impact. THBRCC merchant acquisition process entails many of the CRM
techniques discussed.

2.9 Current Merchant Acquisition Process

The current merchamtcquisition process has been an issue for Boston Community

Change Signing up a
# Merchants Acquired single merchant can take up

70 isi
E c0 = lf Merchants Acquired to 6 or more visits,
\t .
5§ 50 depending on the store
1]
s 40 owner and/or manager.
S 30 .
S Since the Boston
a 20
é 10 Community Change
0

programbds incepti
2006, the rate of mehnant
acquisition has fluctuated

0e**
1st- 07

2nd- 07
3rd - OF
ath - 07
1st- 08
2nd- 03
3rd- 08
ath- 08
1st- 09

4th -

Quarters (3-Month Periods) greatly, as shown in Figure

Figures-a SNDKF yvii | OljdAaaiiazy NFGS LISNI |j dz 5. When recruiting
merchants, ashown in Figure Giepresatatives follow six basic stepdhe merchants are able

to choose the specific rebates and sales requirements which can adihte tiezessary for
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successful acquisition. (Th~ oo A ~yajilabi

Identifying the Merchant

affects the acquisition timeline. If merchants are not

available to meet with the BCC representative at

predetermined times, the representative must reschedule. Initial Contact
L

When presented with th@ogram specifics, storeowners

tend to need time to evaluate the program. During this y
Presentation of the System

time numerous questions and concerns often arise, whi

can delay the process even more.

Merchants are able to request information about | Felloew Up and Questions

the program online and the requests are actively updated

on an online database. The digitization of this preliminary L Closing the Deal

_/

means of contact with businesses is necessary, especially

since timely expansion will grég enhance the effect on
) . o Installation and Training
the community. If a merchant seeking the program visits|

—

Www_bostoncommunitychanqe_org and c | i c¢ [Figure6-Current Merchant Acquisition Proce:

they will notice that the instructions for completing the

online information request are fairly simple. The remaining paperwork is what can really hinder
the process. Representatives often have to revisit the business two to four-omes-io

obtain the merchant agreement and rebate plan, which are both necesffasially put them

online and send them their advertising materials.

The current procesgquires hours of labor to acquire each merchant. The process can be
improved by communicating with and interviewing the merchants involved in the program. The
merchants use the program everyday and share relationships with cardholders and other BCC
businesses. It would be beneficial to analyze their unique views and opinions quantitatively

propose beneficial changes to merchant acquisition.

2.10 Project Plan

To achieve our goal, we had to determine the different promotions and feasibility of
implementation for several loyalty systems. We used this informatiomé® onepage
summaries, or sedheets, of each approach to present tortbeehants to detmine their

viability. We then provided Boston Community Change with a comparison of: acceptance
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among merchants, required technology, and feasibility. This data was then interpreted and
utilizedin the development of our recommendations for an alternatistem.

I n order to determine what could be done t
acquisition process we looked into several factors. First we needed to examine the current
process in action so that we could analyze it in full. We had alrdadiified the basic outline
of the sales process through discussion with BCC representdlyexserving the sales team
in the midst of their sales pitch and follayp meetings we determined where opportunities for
improvement existed. Along with ayalng the current system we also evaluated the current
sales material. BCC offers various pamphlets, PowerPoint presentations, and information sheets
to prospective merchants. We needed to determine how appealing and effective the material is
and then ty to improve the weak points that we found.

Once we looked at the current process and sales materials we needada@
streamlinedsales process. By utilizirthecurrent process as a guideline we discussed the
process with Bosto@ommunity Changéo insure the streamlineshles process was acceptable
and feasible. Finally, we formalized the results of our investigations into a catimpanalysis

packet with recommendations.

2.11 Conclusion

The preliminary research discussed in this segronided a solid footing as we
prepared to approach the problems associated with Boston Community Change. We have shown
that Boston has a need for a local loyalty program. We have also shown that the system already
employed by the Department of Neighbook Development, the Boston Community Change
program, is in a period of drastic change. We have explored different technologies that could be
substituted for the current card program. We have also discussed the drawbacks in the current
merchant acquisitin process and how we will address each problem. This knowledge along

with more extensive research made it possible for us to complete our goal.
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Chapter 3: Methodology

3.1 Introduction

The goa) as stated in ChapterWwas to analyze the feasibility omplementing
alternative loyalty systems and provileston Community Changeitlr a streamlined merchant
acquisition processWe planned to achieve this by completihngeeobjectives. Our first
objective was to develop card promotions for the vargyssems and present them in the form
of sell sheets for the merchants. Next we analyzed the current merchant acquisition process.
Then we developed a streamlined merchant acquisition process and adapted it to the different
systems. After completing thesbjectives we were be able to evaluate the feasibility of each
system in a comparative analysis packet and recommend the most viable alternative to the

current system.

3.2 Objective One: Develop Card Promotions

Due to the possibility of losing the rent card system we researched the different card
technologies available and searched out partnerships with other programs that could enhance
each system. We began by researching discount cards, scan cards, swipe cards, and smart cards.
Next we exploredhe rebate and donation platfornfsor our interview and survey methods w
divided the card promotions into four sections:

1. The current Boston Community Change card

2. Adiscount card (show and save)

3. Adonationcard

4. A co-branded version of any of timeevious card types

For each card promotion we explored how the BCC could uthiedour standard
technologies and the feasibility of implementing them. We focused on the rebate and donation
features of eagtanalyzed the benefits and drawbacks of egskem, and evaluatederchant
willingness to adopt each promotiofor each mmotion we createdn informative, ong@age
synopsis of the proposed card promotionc a | | e d (Appeddxed) We usdd eheetl 6
sheets t@resent the contrastinggiforms tocollect feedback from merchants.

We identified the Jamaica Plain Centre/South District as prime location to conduct interviews

based on merchant activity and diversifuring these interviews the merchants were presented
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with one of the far sell sheets to study and the promotion was then discussed with the aid of a
guestionnaireWhen asked about adopting each platform, merchants responded with
AUnwillingd, ASomewhat Willingo, or #fAVery Wil
measued theacceptance of each syst¢Appendix C). The remaining sell sheets were then
discussed in the same manner and finally the merchant was asked to select their preferred
system.
We spoke with representatives from the MBTA and Boston Public Librangtosh

partnerships with each organizatione discussed the necessary steps for partnering and options
for co-branding the card face.
3.2.1 Key Data Sources

The key data collected in this objective was qualitative and came from researching
academic angrofessional articles to understand the different technologies. The result of this
research was a ofgage visual description of the current, discount, and donation card
promotions with information about the technologies involved, their implementatidrthe
benefits of each. Also, we developed a mpititdeliverablethat displays infamation about the
available partnershipsith the BPL, the MBTA, EzXchangand openairboston.netVe
presented thesescriptionsluring our interview. We evaluatedmplementatiorfor each
system based on our mercharerviews discussions with potential partneasid meetings with
Boston Main Streetsepresentatives

Using BCC archives we looked up merchant transactions and beneficiary donations over
the life of the BCC program. The archives provided the information we needed to graphically
depict the donations made to the Boston Community Change beneficiaries.
3.2.2 Deliverable

The firstresult of this objective was the setsgfll sheets fothe card promotionsThe
second deliverable was the graphs and tables displayirapalysis of merchant reactions to the
sell sheetsWe projected the donations genedby a new donation card based on sales and
transaction data from the BCC archives. The projections depict donations using two methods at
the POS; merchants offer a 2% rebate on qualifying transactions or merchants offer $.10 per
transaction. We useddlbeneficiary statistics from the archives to make these projections
(Appendix K).
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3.3 Objective Two: Analyze the Current Merchant Acquisition Process

Our second objective was to analyze the current merchant acquisition process. It was
essential thatve had a good understanding of the current process so that we could develop an
improved process. To effectively complete tigective we conducted surveys and interviews to
analyze thenerchant acquisition rate, number of merchant visits required dorsaiton, sales
material effectiveness, amderchant perception of Boston Community Changée constructed
guestions in our interviews (Appendix F) and survey (Appendix E) to target these key areas
while keeping the time required for completing them sh@re developed a merchant
acquisition model displaying fluctuations in acquisitrates for the past two yeashich BCC
can use toneasure the future success of the proggam acqgui si t i on
3.3.1 Key Data Sources

The first set of key data was the rieant acquisition rate, which wggthered from the
BCC archives. We then analyzdw tmerchant acquisition dabg creating a graph and
comparing itwith the number oéctiverepresentativesThis analysis provided us with the
merchant acquisition ratehich is the amount of merchants thegram acquires per quarter
since its inception in October 2006ess concrete isie number ofvisits required before a
merchanenrolls There is no record of the exatmberof visits per merchansowe
develogda number through BCC sales representativesour merchant interviews his result
was importanto streamlining merchant acquisitibecauseeducing the number of visits is
essential to reducing the labor involved for lindted BCC sales staff.

Through our interviews and survey we asked merclarast the strengths and
weaknesses of the saleaterials. We focused mainty the merchant packet because it
contains the merchant agreement, the PowerPoint presentatiopsparadionalmaterials
importantto advertising théenefits provided by BCC.

3.3.2 Deliverable

The result of the data collected in this objective first includes a flowch#reaurrent
process (AppendiX) | This description implemented the stiepstep process and the mieant
acquisition rate as a baseline for measuring progress. The second deliverable iscalwide
merchant response spreadsheet with the purpose of visually portraying our findings from the

interviews.
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3.4 Objective Three: Develop StreamlinedMerchant Acquisition Systens

The merchant acquisition process is vital toftitare success of Boston Community
Change. To help ease the transition betweerlkth and new processes feemulatel a
streamlinednerchant acquisition system for easgrd promotiorpresented in Sectich2 We
thenfocusdon eliminating complexity and time from the current process by implement
automated and electronic solutions to procedures normally done by a represeBfative.
simplifying this procesBostonCommunityChangewil | be able to acquire more merchants
without allocding more resources or time
3.4.1 Key Data

The data on the current merchant acquisition system and the merchant feedback collected
in Section3.3.1 wade utilized in this sectionWe used thelata highighted in the responses
from the surveyand interviews to create an improved merchant acquisition process for each
system
3.4.2 Deliverable

The result of this objectivis a set of flow charts that portray tegeamlinednerchant
acquisition proces®f eachcard promotionncluding suggestions on digitizing the contracting

process.

3.5 Final Deliverable: Comparative Analysis and Recommendation Packet

We createl and deliveeda comparativeanalysisand recommendation packet (Appendix
) for BostonCommunity Giange. Our findings and analysis supportreesommendations on
where to improve the sales process and which alternative system is most feasible. It also
contairedour card promotions for each variatiandthe streamlinednerchant aqusition
process We also implemented our studies on the sales materials and the feedback generated
through them. The combination of these data sources provided the information needed to

determine the best solutidor Boston Community Change.

3.6 Conclusion
In this chapter we discussed how wempleted our project goallhis process was done
in threestages. The first stage was researching card systems and proposing their implementation

into Boston Community Change. The second stage was thesianafithe current merchant
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acquisition process, which involves sales materials, merchant needs, and the sales pitch process.
In the third and final stagee develope streamlined process for acquiring merchants detailing

our specific propositions farach step. We compileéde results of these objectives in a

comparative analyssnd recommendatiomsacketfor BCC.
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Chapter 4: Findings and Analysis

4.1 Introduction

Our methods and goals for the project were centered on sales and expansion for Bosto
Community Changeo6s Wegenemiedourtfiydings fromtemviewswith
merchants, possible partners, the Boston Community Change sales teanglgsid af existing
Boston Community Change datsle discovered the most widely acceptadi platform,

identified the most viable card partner, interpreted the ratings on the sales materials, and made an

unexpected finding about program promotion.

4.2 Loyalty Card Systems
To determine which loyalty card platform to implement, we conductexthant
interviews to gather information on the best system. dJia sell sheets developed iedton
3.2, we received t he. Themexhaatanssvéragunpiliing,i ons on
somewhat willing, or very willing. Using these categories iadd/idual comments we
calculated tb best card system to implemefYe also took into consideration responses from
our online survey of merchants in BCC as well asloaldersurveys. In addition, we

incorporated data from discussions WRBC represetatives.

Merchant Willingness to Adopt
Senarios
120.00%
100.00%
80.00%
60.00% i Very Willing
40.00% H Somewhat Willing
20.00% @ Unwilling
0.00%
Swipe Card Discount Donation CoBranded n=13
Card Card Card

Figure7-Merchants Willingness to Adopt Different Card Scenarios
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4.2.1 Current Swipe System

The first card system we analyzed was the current BCGesvapd As shown in Figure
5, we found thaB8% of merchants were somewhat willing to continue with the current program
and 62% were very willing to continue with the prograBven those merchants thratordedo
change in foot traffic and sales still thought the current card was helpfaty nmerchant
expressed that it was important that little to no extra work was needed to transition to the new
system.
4.2.2 Discount (Show and Save) Card

The discount card platformvas not as well received. &foundthat69% of the merchants
interviewned weae unwilling to adopt theliscount card platform. Most believed that a regular
discount card would beery time consuming considering the lack of immedmarefis to the
merchant
This is not surprising, since we found that only 22% merchants ththgBCC cardholders

were interested in rebate¥/hen looking at active card holder opinions gathered in a past BCC
survey completed in 2008s depicted in Figur®, only 6% said they joined the program to
receive cash rebate3o further this point, o 22% of inactive cardholders said they chose to
join in order to gain cash rebates.
4.2.3 Donation Card

The donation card platform received the best reception among the three card platforms.
As shown in Figure 0% of the merchaniaterviewedwere very willing to implement such a
system. Only 8% wereunwilling to adopt the donation card hadough they weramong the
lowestin cardholder transactions. Those businesses who cited an increase in foot traffic and
sales due to the card favoree tthonation card over the swipe or discount card. All the
businesses mentioned the importancehainnelingnoney back into the neighborhoadd,
thereforefound this platform appealingn the survey, 22% of merchants felt that the
car dhol depose forgsttng tiee carduwas to generate donations for beneficiaries and
56% said that they thought the cardholders simply wanted to support local business. Only 22%,
or 2 out of the 9 participants, felt that cardholders were selfish in their pursydiaed only to
receive cash rebates.

To supplement our findings, the BCC cardholder survey shows&bk&bBcardholders

polledjoined to support beneficiarie®©ne issue with theurrent swipe card system is thlae

20



majority ofthe beneficiaries receive little to ntash donationsWe portrayedhe BCC
beneficiary data in a graph. There are over 600 beneficiaries to choose from but only 236

receive donation. In fact, out of the top ten beneficiagesiving donationsas shownri Figure

7, onlyl beneficiary receivethoret han 40 doll ars since the progr
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Note: data from, Boston Community Change hies
We calculated the projected donations to beneficiaries if eecbhanthose their own
to donate to. Figure 8 shows, basedtantop ten merchants in BCC sales volume, that if each
merchant were to choose their own beneficiary the top ten bemafs would all receive over
50 dollars a year and half would receive over 100 dollars. We also calculated the projected
donations based on a merchant donating ten cents per transaction to a beneficiary of their choice.
As seen in Figure yased on tltop ten merchants in BCC transactions, if merchants were to
donate ten cents per transaction the top ten beneficiaries would receive less than if they donated
2% of their total BCC sales, however ten cents per transaction would still generate a significa

amount more donations per year than the current system.
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Projected Donations per Beneficiary

(total donations per year*)

300
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Beneficiaries

Figure9-Projected donations per year to beneficiaries based on donating 2% of the average sales of the top ten merchants in
sales volume in the BCC

Projected Donations/Transactions**
(yearly, based on 10 cents/transaction donation’
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Donation Totals/Year (Dollars) **

FigurelO-Projected donations per year to beneficiaries based on the top ten merchants in transactions in the BCC donating
ten cents per transaction

4.2.4 Co-Branded Card
When presented with the optionaid-brandng thecardwith the BCC card100% of

me r ¢ hsaid they weréd S o me wililgd Wr A V e noyadoWiit &sIshiowngnod
Figure 5 The most important factor for the merchants wastitedoromotioral benefitof the
card. Many of them also commented on the added convenieata thultiuse card extends to

the customers.
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