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omura Research Institute (NRI) calls points, mileage and electronic money that are
Nexchangeable “enterprise currency.” The loyalty reward programs now being operated in
each country of the world include such types as (1) a loyalty points program operated by a single
company, (2) alliance enterprise currency and (3) common enterprise currency. Rather than follow-
ing the development phases in the order of (1), (2) and (3), a company makes a decision on which
type to adopt in accordance with an ever-changing competitive environment and/or economic situ-
ation based on its own strategies.

If Google decides to offer its loyalty points program, the result would become the world’s
largest loyalty points program operated by a single company. Because borderless transactions are
possible in the field of electronic commerce (EC), if Japanese EC companies that are more experi-
enced in operating loyalty points programs go ahead of others in offering such programs globally,
this marketing tool will certainly contribute to the promotion of sales on a global basis.

If a Japanese company considers the global offering of its enterprise currency, it is desirable to
form an alliance among companies that provide products and/or services that consumers use daily
or continuously. Optimal alliances would be those centered on companies in the retail, transporta-
tion or communications fields.

The government has also begun to use points programs. The Kyoto eco points system advocated
by the Ministry of the Environment is one example. This scheme could be expanded to be applied
not only among individuals and companies, but also among countries.

For the global evolution of enterprise currency, there is a need for many countries to participate
in activities to develop systems and standards. One of the methods would be to set up a venue for
study in Japan, where adjustments would be made to develop optimal standards for all countries

concerned.

Copyright 2008 by Nomura Research Institute, Ltd. 1



NRI Papers No. 133

August 1, 2008

| Trends in Enterprise
Currencies in the Global
Market

Nomura Research Institute (NRI) collectively terms the
points, mileage and electronic money that are issued by
companies and are exchangeable as “enterprise curren-
cies.” In this paper, we introduce global marketing
strategies using enterprise currencies.

Enterprise currency can be used to form an economic
block of points programs through partnerships with
other companies. In this economic block, enterprise
currency can function as the key currency. The key cur-
rency refers to the principal points that are used among
many partner companies and are also accumulated and
often used by consumers. In this paper, such enterprise
currency is called key enterprise currency. In terms of
real currency, key enterprise currency is equivalent to
dollars or euros. In order for a points program to be
used as the key enterprise currency, points must have a
large influence on consumers in such a way as that (1)
the points program has a large number of members, (2)
a vast number of points are issued and (3) the program
offers high usage convenience.

In this paper, we look over the world market to exam-
ine the cases of enterprise currency that have won the
position of key enterprise currency. Specifically, we
introduce cases of retail industries in the UK and Ger-
many where increasingly oligopolistic trends are seen, as
well as cases of airlines in the US whose mileage pro-
grams have a strong effect as enterprise currency. In
Asia, we focus on Korea, which is an advanced country
in terms of points programs, and China where the retail
industry has been growing rapidly.

In addition, we also discuss the utilization and devel-
opment of enterprise currencies in accord with business
strategies of Japanese companies, and examine the pos-
sibilities when enterprise currencies are offered in the
global market as well as fields where they can be util-
ized.

1 Evolutionary Process towards Enterprise
Currency in the Global Market

We can broadly divide points programs into three groups
in accordance with the extent of evolution from points
programs towards enterprise currency.

(1) A points program operated by a single company
Many companies that have a point of contact with cus-
tomers in physical and/or online transactions as well as
in other occasions have introduced a points program as
part of their strategies to increase customer loyalty.
They often use a points program to prevent customers
from moving away from a company’s products to the

maximum extent possible. For such purpose, they oper-
ate a points program platform on a closed basis. This is
a points program operated by a single company.

(2) Alliance enterprise currency

There are companies that form huge economic blocks
centered on their own points. They are companies that
exert strong influence on the market, “front-line-type
companies” (such as Google and Amazon.com) that have
a large-scale point of contact with customers, own a vast
amount of customer information and engage in marketing
and customer relationship activities, and “core group
companies” that can identify almost all consumer behav-
ior based on customer information owned by group com-
panies. These companies form such points economic
blocks by establishing alliances with companies provid-
ing functions (known as “enabler-type companies” that
provide products and services) or with small-sized front-
line-type companies.

NRI calls this type of enterprise currency “alliance
enterprise currency”’ or “partially open enterprise cur-
rency.” Examples include Star Alliance (an airline net-
work) in the US, Tesco in the UK, the Bailian Group in
China, and the Lotte Group in Korea.

(3) Common enterprise currency

Continued efforts to increase the value of enterprise cur-
rency as a marketing tool will contribute to a stronger
tendency towards removing borders between companies
and sharing information among them. These efforts will
result in creating a so-called “integrated points pro-
gram.” Based on an integrated points program, the num-
ber of member stores will increase, and the size of an
allied company network will be maximized. At the same
time, customer assets can also be increased by partially
sharing customer information owned by each company.
We call this type of enterprise currency “‘common enter-
prise currency” or “open enterprise currency.” Examples
are Nectar in the UK, Payback in Germany, OK Cashbag
and pomm in Korea.

Figure 1 lists these three types of enterprise curren-
cies. The common enterprise currency is typically
operated by a company specializing in marketing. This
company offers services as a platform provider to
resolve marketing-related problems facing member
companies.

However, because a points program operated by a sin-
gle company primarily pursues the retention of cus-
tomers, a company operating this program naturally
focuses on increasing customer loyalty to its products/
services as well as its network. Companies adopting
alliance enterprise currency are generally those that ini-
tially operated a points program on their own, but later
changed to the alliance format because of a need for
adapting to a competitive environment.

Nevertheless, even companies adopting alliance enter-
prise currency cannot completely shed the format of a
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Figure 1. Types of Enterprise Currencies Operated by Global Companies

Points program operated by a single
company

Alliance enterprise currency
(partially open type)

Common enterprise currency
(open type)

Type of company

Companies that give high priority to
retaining their customers

Front-line-type companies, core group
companies that have many affiliated
companies, etc.

Front-line-type companies, companies
specializing in marketing, etc.

Representative

Most companies operating their own
points programs

Star Alliance (US), Bailian Group
(China), Lotte Group (Korea), Tesco

Nectar (UK), Payback (Germany), OK
Cashbag and pomm (Korea)

information

companies (UK)
Emphasis given to retaining members High priority placed on strengthening Emphasis given to value of customer
Features own brand and leading in controlling assets among affiliated companies (e.g.,

number of customers, member-store

network)

single-company points program, and tend to emphasize
strengthening their own brands and leading in control-
ling information such as customer data.

As the next topic, how will points programs evolve in
the future? Which type of enterprise currency should a
company pursue?

Based on the explanations made to this point, it might
appear that enterprise currency evolves from a points pro-
gram operated by a single company to alliance enterprise
currency and finally to common enterprise currency.
However, this is not necessarily true. Even if a points pro-
gram has adequate functions to increase the effects of
marketing, it is not necessarily capable of playing a role
as key enterprise currency.

In the future, beyond competition among companies,
competition will unavoidably take place among organi-
cally changing company groups and/or industry groups.
A points program that was merely a marketing tool in
the past now assumes an important role in connecting
companies, company groups and/or industry groups. In
other words, companies use enterprise currency to
secure a competitive edge after fully analyzing the
mutual interests and benefits that enterprise currency can
bring about.

To maintain a competitive edge, companies must also
consider the economic situation. To survive and win in a
rapidly changing competitive environment and economic
situation, it is an important part of management strategy
to decide on which type of enterprise currency to adopt,
i.e., a points program operated by a single company,
alliance enterprise currency or common enterprise cur-
rency. Specifically, by foreseeing future changes in the
market environment and in light of its market position
and the strategies it intends to pursue, a company must
correctly decide on whether it will make efforts to
expand enterprise currency with a focus on only its own
brand, to build a good relationship with a more influen-
tial enterprise currency in an attempt to successfully
compete with rival companies or to broaden its point of

contact with customers by becoming a member com-
pany of a huge network.

2 Cases in Europe and the US

In this section, we introduce cases in the UK and Ger-
many in which points programs have been used as tradi-
tional marketing techniques, and enterprise currencies
in the US, which is the birthplace of the concept of
mileage points.

(1) Cases in the UK

In the UK, points programs were introduced in the early
1990s. Currently, two major contrasting programs are
being offered. One is operated by Tesco among its group
companies, and the other is operated by Nectar jointly
with companies in diverse fields. These two companies
have taken different approaches in competing for win-
ning the leadership in key enterprise currency.

1) Tesco

Tesco, which is the leading retail company in the UK,
uses the Tesco Clubcard points program as enterprise
currency. In establishing partnerships with other compa-
nies, Tesco has been offering a scheme that enables cus-
tomers to use points earned from partner companies to
exchange for a variety of products and/or services pro-
vided by its group companies, thereby increasing cus-
tomer loyalty to the company.

Tesco, which has been operating retail businesses in
various formats at about 2,000 stores in the UK, has also
been operating in the European and Asian markets. Tesco
is the biggest retailer in the UK, and the fifth largest retail
chain in the world. In addition to its principal business of
supermarkets, Tesco is also engaged in a variety of busi-
ness fields such as mass retailers of consumer electronics,
a bank, a credit card company and gas stations. Through
its points program offered in these fields, Tesco has been
accumulating information on customer behavior.
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Actually, the Tesco Clubcard, which is a points pro-
gram in the retail business, has been functioning as a
tool for increasing customer loyalty and promoting sales.
In addition, in tie-ups with more than 20 kinds of other
businesses such as financial services, airline mileage and
leisure facilities and fitness clubs, Tesco has been
increasing customer convenience as well as customer
satisfaction.

Tesco has successfully developed its enterprise cur-
rency into “quasi-currency” that has been used not only
for products and/or services provided by its group com-
panies but also those provided by partner companies. As
such, its enterprise currency is now becoming one of the
key enterprise currencies in the UK. Furthermore, in
accordance with each customer’s purchases, Tesco sends
customized coupons to each customer four times a year
together with a notice of points earned and used. What is
noteworthy is that 70 percent of the coupons have differ-
ent messages, giving the impression that “you are a spe-
cial customer to us.”

What underlies the success of Tesco’s points program
is the establishment of the principle that “customers that
Tesco should appreciate are 'very good customers’ for
Tesco,” and daily efforts based on this principle were
made to discover good customers and identify customer
needs.

2) Nectar

Tesco’s major competitor in taking the leadership of the
key enterprise currency is Nectar. Nectar is operating a
neutral common points program.

In the Nectar alliance, Sainsbury, the second largest
retailer in the UK with a huge customer base, and British
Petroleum (BP), the biggest chain of gas stations in the
UK, play principal roles. Other partners of the Nectar
alliance include those in a wide variety of fields such as
retail, financial and leisure services.

In 2002, Nectar proposed the formal adoption of Nec-
tar points as common points to Sainsbury and BP, each of
which each have a huge customer base. At that time, both
Sainsbury and BP had their own loyalty programs. Nev-
ertheless, assuming that a coalition with partners in fields
other their own would increase the number of opportuni-
ties of contact with customers and raise customer loyalty
to the company, both companies replaced their own pro-
grams with Nectar points. As a result, Nectar could have
many cooperative companies as partners, achieving the
establishment of a customer base exceeding that of
Tesco.

Background factors behind the success of Nectar
include: (1) top-ranking companies in a range of fields
such as retail and petroleum have joined the scheme; (2)
highly general-purpose common points are offered; (3)
joint efforts are being made to acquire new members;
and (4) a sort of platform is offered for customer man-
agement, data management, media provision and mar-
keting expertise at low cost.

In other words, Nectar could achieve success because
it has fully understood how consumers use points in their
daily lives and it has functioned simply as a flexible sup-
porter by taking a neutral position without being inclined
toward any particular partner company. What symbolizes
Nectar’s approach is that all household members collect
Nectar points. This has made it possible to increase the
number of Nectar card members and has contributed to
successful approaches in household-based marketing.

Furthermore, Nectar sends direct mail (DM) to Nectar
card members four times a year. The direct mail contains
coupons and announces different campaigns to further
promote consumption with needs identified based on the
past purchasing behaviors of each customer and/or to
steer customers to partner companies. As such, DM
functions as a communication tool to connect partner
companies and member customers.

What is more important is that the coupons and cam-
paigns included in DM are coded, which enables Nectar
to analyze the response rate of member customers based
on the use of such coupons. This scheme enables Nectar
and its partner companies to not only apply a marketing
PDCA (plan, do, check, act) cycle, but also accumulate a
vast amount of marketing knowledge (intelligence) that
cannot be purchased with money.

(2) Cases in Germany

Germany is one of the countries where common loyalty
points programs are relatively popular. In terms of the
rate of points cards owned by consumers in Germany,
Payback ranks first at about 61 percent and Happy Digits
ranks second at 42 percent, followed by Shell Club Smart
(Shell Oil) and Miles & More. While many major retail-
ers such as IKEA have launched their own loyalty cards,
the high-ranking common points programs indicated
above have gradually become the cards most frequently
used by consumers in Germany.

1) Payback

Payback was launched in the 1990s by Kaufhof, the
biggest retailer in Germany. With the number of issued
cards being 35 million, Payback is the largest multi-part-
ner loyalty points program in Germany. Its members
include the METRO Group, Vodafone, Marriott and
Lufthansa. Payback users mostly use collected points to
purchase products and/or services.

2) Happy Digits

Happy Digits is the loyalty program launched by
Deutsche Telekom in 2002. The number of cards issued
to date amounts to 29 million. Major partners include
Karlstadt, a large retailer, and Tengelmann, a nationwide
chain of German supermarkets.

Happy Digits points are mostly exchanged for premi-
ums provided by Happy Digits and participating compa-
nies, which constitutes a difference from Payback.
Actually, in many cases, consumers collect points from
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either Payback or Happy Digits, not both. This is because
a clear separation is made among the companies and on
the side of the consumers.

(3) Cases in the US

The representative loyalty points programs in the US
are mileage programs offered by airlines. Major airlines
launched mileage programs for the purpose of differen-
tiating their services from others when competition had
intensified with the participation of many new airlines
because of deregulation.

Subsequently, mileage programs have been adopted
by airlines throughout the world. As of 2005, about 160
million people use these programs, with the number of
mileage points issued exceeding 10 trillion. The fact
that the US accounts for about 70 percent of mileage
program members suggests that the US is a domain of
airline mileage. In the US, mileage programs operate in
partnership with many companies in different indus-
tries, and have assumed the position of the de facto key
enterprise currency.

Among them, the largest is the AAdvantage program
operated by American Airlines, with 52 million mem-
bers (as of March 2006).

American Airlines is the pioneer of mileage pro-
grams. A significant feature of its mileage program is
that it was able to generate a favorable cycle in which a
large number of members could be secured at the initial
stage because it was the pioneer of such programs, and
new members are attracted based on that member base.

At the same time, by increasing the mileage rate and
the number of opportunities to issue mileage points for
frequent flyers, the company strengthened the opportu-
nities of issuing points. In addition, it also strengthened
the “entry to points (ease of accumulating points)” by
forming partnerships with many other companies. As a
result, the company was successful in fully appealing to
the ease of points accumulation as well as in generating
the effect of customer lock-in (retention).

While this issue is facing the whole industry, the total
number of mileage points in circulation has been
increasing and amounts to a vast volume. This situation
requires focused efforts for creating opportunities to
redeem the issued mileage points to attain a balance
between earned and redeemed points and from the per-
spective of improving customer satisfaction.

To address this issue, we see a recent trend of offering
numerous “exit (items points are exchanged for)”
options to members. For example, in a tie-up with
mileage exchange websites as represented by Points.com
(http://www.points.com/), airlines enable members to
exchange mileage points earned for products from com-
panies such as Amazon.com and Starbucks, thereby
increasing the attractiveness of exit options.

In this way, an infrastructure facilitating the circula-
tion of mileage points is being developed, and a new
phase of enterprise currency is emerging.

3 Cases in Asia

In Asia, we introduce the trends of enterprise currency
in Korea, an advanced country in the field of the Inter-
net, and in China that has been growing rapidly in all
markets.

(1) Cases in Korea

While this fact is not so well known in other countries,
Korea is an advanced country in terms of loyalty points
programs. Any company that has a point of contact with
its customers operates such a program in one way or
another. Consumers in Korea are highly conscious of
incentive points as assets as are Japanese consumers. In
Korea as well, the number of point cards held by each
person has been increasing year by year. It was reported
that the per-capita average number of cards held by peo-
ple in their 20s and 30s exceeded ten. As such, next to
Japan, Korea is a very advanced country in terms of loy-
alty points programs.

1) OK Cashbag
Among the large number of loyalty points programs
offered in Korea, OK Cashbag, which was launched in
June 1999, is the most representative service. With 26
million members and 45,000 participating stores, OK
Cashbag points have become the enterprise currency
that exerts an extremely strong influence on consumers.
OK Cashbag traces its history to a points program of
gas stations owned by SK Energy of SK Group, a major
conglomerate in Korea. Subsequently, SK Energy formed
an alliance of its points program consisting of top-rank-
ing companies in a variety of industries. OK Cashbag
was successful in achieving its current status by enhanc-
ing the attractiveness of its points and increasing the
number of repeat customers through such an alliance.
Companies that have established tie-ups with OK
Cashbag include not only major companies that have a
point of contact with consumers such as SK Group’s
mobile communications carrier, large-scale mass retail
stores, restaurant franchises, EC (electronic commerce)
companies, credit card companies and food manufactur-
ers, but also a large number of small retailers (Table 1).
The participating stores indicated above constitute the
“entry” to points issued by OK Cashbag. Consumers can
earn about 3 to 5 percent of the purchased amount as
points. When consumers purchase products with OK
Cashbag coupons, they can earn the monetary amount
indicated on the coupon by using KIOSK terminals.
Specifically, the following four methods are available.

* Consumers earn points by presenting an OK Cash-
bag card when they purchase products and/or ser-
vices at OK Cashbag’s partner companies and/or
member stores.

* Consumers purchase products to which OK Cash-
bag coupons are attached.
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Table 1. Partner Companies of OK Cashbag in Korea

Classification

Name of company

SK Group companies

SK gas stations, SK Telecom (mobile communications carrier)

Off-line partner companies

About 200 companies including E-mart (GMS), T.G.I. Friday’s,
KFC, Burger King (restaurant franchises)

On-line partner companies

About 300 companies including Cyworld (SNS), GMart (EC),
YES24 (bookstores), and Hangame (online game)

Manufacturers

About 60 companies including Seoul Milk, Dong Suh Food, CJ
Group, and ChungJungWon

Credit card companies

About 13 companies including Kookmin Bank, Industrial Bank
of Korea, and Shinhan Bank

Others

About 30,000 small retail stores

Notes: EC = electronic commerce, GMS = general merchandise store, SNS = social networking service

* Consumers use credit cards imprinted with the OK
Cashbag logo.

e Consumers participate in events conducted by OK
Cashbag such as questionnaire surveys.

In order to facilitate circulation of OK Cashbag points
and coupons, many “exits” (opportunities) must be pro-
vided to enable consumers to freely use collected points,
which is the need from the consumers’ perspective.
However, from the companies’ perspective, in anticipa-
tion of the effect of attracting new customers that is
brought about by OK Cashbag, a support system must
be established to enable consumers to use points easily.
What is noteworthy in the strategy adopted by OK Cash-
bag is that it opened its points program and encouraged
the participation of many companies. This strategy has
consequently expanded the options that consumers have
to use points, thereby increasing convenience.

In addition, OK Cashbag supports partner companies
participating in its points program to retain their member
stores by conducting joint marketing activities based on
customers’ consumption behaviors.

2) Pomm

Daum Communications, which is the leading operator of
an Internet portal site in Korea, started the “Pomm”
points program in January 2007.

Pomm enabled consumers to use a single points card
for services that are provided by about 30 companies
offering their respective points services at 15,000 stores.
In only about ten months, from January 2007 to October
2007, Pomm raised about 500,000 members.

Users can select points programs in which they want
to participate at the initial screen when they sign up for
the Pomm program so that users need not use the points
programs of the partner companies indicated above that
do not interest them.

Daum’s integrated points program business can func-
tion as a highly influential marketing tool by providing a
platform to many companies and enabling consolidated

management of customer information. The current
Pomm service, however, does not enable the exchange
of points among partner companies. This means that the
relationship between the entry and exit of points is on a
“1 to 1” basis. Pomm has a plan to enable the exchange
of points in the future at an exchange rate determined
among partner companies by entering into points
exchange agreements.

Pomm’s service has certainly contributed to the reduc-
tion of operating costs of points programs from the per-
spective of operating companies, and to the elimination
of the troublesome enrollment process for a points pro-
gram for each company from the perspective of con-
sumers. As such, Pomm’s service has shown new
possibilities for future points programs. Further expan-
sion of the base of participating stores and members in
the future will enable more efficient business operation
and will facilitate more effective joint marketing activi-
ties with participating stores. This will enable Pomm
points to have a major impact as an enterprise currency.

(2) Cases in China

In China, where the pace of development is very fast,
priority is often given to the strategy of expansion such
as opening new stores rather than the retention of cus-
tomers. Nevertheless, the number of companies offering
loyalty points programs has been increasing.

1) Bailian Group

The Bailian Group, China’s largest retailer, operates
some 7,000 supermarkets and convenience stores
throughout China, of which about 5,000 offer a loyalty
points program. The Bailian Group, which currently has
a member base of about 12 million customers, is fully
aware of the importance of such a program. Actually,
sales per customer have grown substantially after the
introduction of the loyalty points program, with sales to
members becoming three times larger than to non-mem-
bers. In addition, because the funds for operating the loy-
alty points program are often borne by suppliers as sales
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promotion expenses, the Bailian Group has been success-
ful in establishing a considerably attractive loyalty points
program.

With usage growing year by year and through trial
sales promotional activities based on customers’ pur-
chase histories and a new tie-up with a mobile communi-
cations carrier, the loyalty points program of the Bailian
Group is now nearing, step by step, the position of the
key enterprise currency in China.

2) SmartClub

Unlike the loyalty points offered by the Bailian Group,
SmartClub, which is a loyalty program platform opera-
tor, is engaged in a tough struggle. Although SmartClub
once aimed at becoming a coalition loyalty points pro-
gram by establishing partnerships with McDonalds and a
variety of other companies, it was difficult for Smart-
Club to provide products that were attractive to members
by keeping marginal costs low because the company
does not have its own products. To overcome this situa-
tion, it was necessary for SmartClub to enter into
alliances with companies providing attractive products.
For this purpose, SmartClub had to have a large number
of members that would appeal to these companies, or 20
~ 30 million customers. Because there is also a need to
install reader/writer terminals within the stores, such
cost is considerably difficult for a company that does not
have its own stores.

Currently, SmartClub has been caught in this difficult
situation and so adopted the strategy of operating as
advertisement media, rather than as a loyalty points
operator. Based on this strategy, SmartClub is attempting
to expand its member base. Currently, in order for any
loyalty cards to function as key enterprise currency, the
sponsoring company must have a huge customer 1D
(identification) base, i.e., an extremely large number of
customers.

In the above sections, we introduced several cases of
enterprise currencies in other countries. While these cur-
rencies are chiefly based on partnerships established
within their respective domestic markets, there are possi-
bilities of entering into alliances beyond national bound-
aries. In the next chapter, we will discuss the use of
enterprise currencies in the global market.

Il Global Use of Enterprise
Currencies

In this chapter, we suggest how enterprise currency (or a
loyalty points program if a program is offered only by a
single company) could be made effective use of in the
global market based on the operation types introduced in
Chapter L.

We must note that enterprise currency is nothing more
than a tool to promote the operation and alliance of com-
panies. Therefore, because the frequency of international

use of enterprise currency would naturally be lower than
the frequency of daily use, the percentage that this tool
can contribute to sales might not be large. Nevertheless,
globalization of enterprise currency will not only facili-
tate seamless economic activities in the global market,
but will also enable a company to show global partner-
ships throughout the world.

In studying the global utilization of enterprise cur-
rency, companies must first identify their customers who
are engaged in activities beyond national borders. In
addition to offering benefits suitable for such customers,
it is important to endeavor to increase the loyalty of such
customers to a company’s products and/or services.

Partnerships among companies based on an enterprise
currency can start at any time and can stop at any time
(with some prior notice). Such partnerships are more
efficient and flexible than those established through the
injection of capital. Accordingly, it would be worthwhile
for Japanese companies to look for ways of making use
of enterprise currency as part of their new global strate-
gies.

1 Global Operation of a Points Program
Offered by a Single Company

In the Asian markets, consumers have high interest in
loyalty points programs. In February 2007, Amazon
Japan (Amazon.co.jp) started a loyalty points program.
However, such a program is not available in other coun-
tries. Because the resale price maintenance system is
applied to books in Japan, book prices can neither be
increased nor discounted. While this loyalty program can
be regarded as de facto discounts, such a move can also
be seen as symbolizing the high interest that Japanese
consumers have in loyalty points programs. If the loyalty
points offered by Amazon Japan were to be offered by
other Amazon companies in other countries, this is
exactly the global evolution of a loyalty points program.

As such, if Internet-based companies such as elec-
tronic commerce (EC) companies start transactions in
various countries, and if they offer loyalty points for
such businesses, loyalty programs can be used to pro-
mote sales on a global basis.

For example, if Google starts a loyalty points pro-
gram, its program would become the world’s largest loy-
alty program that could be used anywhere throughout
the world because of an extremely large number of
users. However, in the US where companies tend to pur-
sue short-term goals, the culture of using coupons for
sales promotion has taken root, and loyalty points are
not so widely used at present. Linden Dollars, the virtual
currency used in Second Life operated by Linden
Research, Inc. (Linden Lab), are one type of electronic
money or points. With progress in localization such as
the development of the Japanese version, Linden Dollars
will rapidly expand in terms of both the amount issued
and the amount in circulation.
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When we consider the globalization of loyalty points
programs, expectations are naturally being given to
Internet-based companies. Therefore, what about Japa-
nese Internet-based companies?

While EC can be operated in a borderless manner,
only a limited number of Japanese EC companies are
globally successful. This is because a number of issues
must be dealt with such as languages, commercial
practices, customs clearance and distribution in other
countries, just to name a few. It is assumed that many
companies hesitate to enter into the global market for
these reasons. However, it is fully possible to overcome
these issues and to encourage consumers to purchase
more by using loyalty points programs.

In the Asian markets as well as in the European and
US markets, loyalty points programs have begun to
catch on as marketing tools, although they are not yet as
popular as they are in Japan. Accordingly, if Japanese
companies that are more experienced in utilizing such
programs were able to offer services that are suitable for
consumers in the relevant countries through EC, loyalty
points programs would contribute to the promotion of
sales on a global basis.

2 Use of “Common Enterprise Currency”
through Global Partnerships

Companies offering enterprise currencies through global
partnerships involving multiple companies already exist.

Figure 2. Asia Miles Partners

Airlines:

Aer Lingus, Air China, Alaska Airlines, American
Airlines, British Airways, Cathay Pacific Airways, China
Eastern Airlines, Hong Kong Dragon Airlines, Finnair,
Gulf Air, Iberia Airlines of Spain, Japan Airlines, Lan
Airlines, Qantas Airways, etc.

Financial Services and Insurance:

Citibank, Royal Bank of Canada, American Express,
Bank of Communications, The Bank of East Asia, BOC
Credit Card, Chinatrust Commercial Bank, DBS Bank,
Diners Club, HSBC, NICOS Card, Standard Chartered
Bank, Taipei Fubon Bank, etc.

Hotels:

Sofitel, Novotel, Hyatt, InterContinental, Holiday Inn,
Marriott, Renaissance, New Otani, Raffles, Shangri-La,
Westin, Sheraton, Hilton, Conrad, Peninsula, Tokyu
Hotels, etc.

Entry

Telecoms:
1010, PCCW (Pacific Century Cyberworks), etc.

Retail:

Berry Bros. & Rudd, Ponti Wine Cellars, Goods of
Desire, Nautica, Samsonite, The Wicker Express,
Vogue Laundry, The Economist, etc.

Retail:

Berry Bros. & Rudd, Ponti Wine Cellars, Goods of
Desire, Nautica, Samsonite, The Wicker Express,
Vogue Laundry, The Economist, etc.

(Earn points)

As shown in Figure 1, airlines that provide international
transportation have been using global partnerships.

Cathay Pacific Loyalty Programmes Ltd., a subsidiary
of Cathay Pacific Airways in Hong Kong, manages and
operates Asia Miles, the leading travel reward program
in Asia. By establishing pan-Asian and global partner-
ships centered on Hong Kong, Asia Miles functions as
the common enterprise currency.

Asia Miles has a wide variety of partners both for
earning and redeeming mileage points in terms of busi-
ness fields (airlines, finance, hotels, telecoms, transport,
retail, etc.) and areas (Hong Kong, all of China, Asia, the
world) (Figure 2).

The next topic is how Japanese companies other than
airlines should offer loyalty points programs or enter-
prise currency through global partnerships in the future.

The first important step in forming partnerships is to
identify the physical and psychological lines of flow of
the target customers. While this is not necessarily lim-
ited to global partnerships, companies that provide prod-
ucts and/or services that are used by consumers daily
and continuously should play central roles (Figure 3).
Specifically, the principal operators of loyalty programs
should be companies in the retail, transport and commu-
nications fields.

(1) Alliances in the retail field
Many convenience stores operating in Asia have some
sorts of relationships with Japanese companies. Even if

Flights

* Aer Lingus

* Air China

* Alaska Airlines

* American Airlines

e British Airways

» Cathay Pacific Airways

* China Eastern Airlines

* Hong Kong Dragon Airlines
¢ Finnair

* Gulf Air

* Iberia Airlines of Spain

* Japan Airlines

e Lan Airlines

* Qantas Airways

Bt e Others

(Redeem points)

Lifestyle Awards

* Hotel and holiday packages

* Wine and dine

e Leisure and sport

* Electronics and accessories

* Household and other
merchandise

* Gifts, flowers and hampers

* Car rental and transportation

* Health and beauty

* Special events

* Donations

* Auctions

Asia Miles
v
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Figure 3. Desired Core Companies in Points Program Alliance (Multiple Choices)

Companies where a small amount of points can
be used as if they were cash

‘ 65.2

(trains, convenience stores, etc.)

Companies whose services are used continuously
(mobile telephone companies, etc.)

‘ 58.2

Companies for which the monthly payment
amount is large (credit card companies, etc.)

‘50.1

Companies that have many group companies to
redeem points

‘43.3

Companies whose services are used daily
(trains, convenience stores, etc.)

‘42.7

Well-known and reliable companies

‘41.9

While many points are required to exchange
points for rewards, companies that provide highly
attractive products (airlines, etc.)

Do not know

Others || 0.7

e
s

N=1,500

0

10
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Note: Based on an online survey targeting owners of multiple loyalty points programs.
Source: “Survey on Points and Mileage” conducted by Nomura Research Institute in August 2007.

the funds are provided by a different source, in some
cases, the same brand as that of one of the convenience
store chains in Japan is used. Japanese consumers often
use the same brand stores overseas as those used daily in
Japan. If a loyalty points program were jointly offered or
if loyalty points issued in convenience stores in Japan
could be used overseas or such loyalty points could also
be earned overseas, the overseas use of the same brand
by Japanese consumers could be ensured. Furthermore,
this marketing tool would support in mutually driving
customers among different countries. This approach
could also be applied to the use of overseas points in
Japan.

In addition to the alliances using the same brand as
indicated above, alliances focusing on highly loyal cus-
tomers are also possible. For example, the Bailian
Group, the leading retailer in China, offers the “OK
Card” loyalty program. Customer information accumu-
lated under this program enables the identification of
highly loyal customers. The number of Chinese people
traveling to Japan has been increasing year by year. If
Japanese department stores could treat them in Japan in
the same way as they are treated in China based on such
information available under the loyalty program, Japa-
nese retailers would be able to acquire a major portion of
purchases made by Chinese visitors in Japan. As for the
Bailian Group, it would be able to improve customer sat-
isfaction.

A loyalty points program can also be effective in
attracting visitors to rural areas. In Japan, there are hot
springs and places designated as world heritage sites. It

would be interesting if a loyalty program, together with
image strategy, could be utilized for regional develop-
ment.

For example, visitors to Japan who went to Shiretoko,
Hokkaido, this year might visit Kyoto on their next visit.
To help target these visitors, one idea would be that
respective tourist resorts form some type of alliance and
offer a common enterprise currency.

Recent data indicate that many Australian visitors
have been visiting ski resorts in Hokkaido. For any
tourist resort alliance to attract visitors not only from
Asian countries such as China, Taiwan and Korea, but
also from the Pacific Rim and throughout the world, the
utilization of enterprise currency is certainly conceivable
(Figure 4).

In relation to the above, the Ministry of Land, Infra-
structure, Transport and Tourism has been implementing
the Visit Japan Campaign (the headquarters was
launched on March 26, 2003) as part of its strategy to
promote visits by foreigners to Japan under the Global
Strategy to Promote Tourism.

This campaign aims to narrow the gap as quickly as
possible between the number of Japanese people travel-
ing overseas (about 16 million yearly) and the number of
foreign visitors to Japan (about 5 million, which is less
than one-third the former figure).

The goal of the Visit Japan Campaign is to attract 10
million visitors annually from other countries to Japan
by 2010. As one tool of these activities, enterprise cur-
rency that would function to encourage repeat visitors
and drive customers among various regions would be

Enterprise Currency Marketing from a Global Perspective

Copyright 2008 by Nomura Research Institute, Ltd.

9



NRI Papers No. 133

August 1, 2008

Figure 4. Global Evolution of Enterprise Currency
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able to contribute to achieving this goal. For this pur-
pose, all regions concerned should apply “enterprise cur-
rency marketing.” Specific measures would include
securing many attractive “entry” and “exit” partners and
introducing “behavioral points” to evaluate the fre-
quency of visits to specific areas.

As explained above, enterprise currency could be
effectively utilized in all retail fields. Efforts to promote
such utilization would include cross-border partnerships
beyond national boundaries as well as beyond business
categories.

One example is to enable the use of loyalty points
issued by Japanese retailers for transportation and hotels
overseas. Travel agencies, media and Internet mall com-
panies such as Rakuten could act as intermediaries
between Japanese retailers and overseas companies. The
development of a network to mutually drive customers
beyond country borders and business categories would
enable the analyses of consumer behaviors and con-
tribute to the creation of new businesses.

(2) Alliances in the transportation field

In Japan, electronic money can now be used for not only
train tickets but also at most stores in cities. Loyalty
points programs largely contribute to such wide use of
electronic money. Accordingly, in the same way as in the
retail field, a network of mutually driving customers
should also be developed in the transportation field.

On June 26, 2007, a meeting was held among the
tourism ministers of Japan, China and Korea in Qingdao,
China. They adopted the Qingdao Declaration, in which
they agreed to study the development of a common pub-
lic transportation IC card and to cooperate with each
other in attracting tourists from other countries. The
development of the common public transportation IC
card aims to improve tourist convenience by providing a
scheme that enables tourists to use IC-card type public
transportation tickets used in each country, such as Suica

(issued by East Japan Railway) and PASMO (used as
train and bus tickets in the Greater Tokyo Metropolitan
Area) in Japan, in any of the three countries. Japan pro-
posed the scheme, and both Korea and China agreed to
study specific measures for this purpose.

There are moves to address and overcome the differ-
ences in IC card standards adopted by each country by
adopting the NFC (near field communication) system
between IC card media and a reader/writer. This technol-
ogy is expected to contribute to the realization of the
mutual use of the respective IC cards. To promote
mutual use and mutually drive customers, loyalty points
programs could also be made use of as was used in facil-
itating the use of electronic money in Japan. As noted
previously, while contribution to sales through the
achievement of this idea might not be substantial, it
could be a symbol of the East Asia alliance towards the
rest of the world.

Actually, Managing Director Wang Yong of the Bei-
jing Municipal, Administration and Communications
Card Co. Ltd. said during our interview that “even if
mutual use is realized, its contribution to sales would be
limited. Nevertheless, it is meaningful to evolve such a
program in the Pacific area (Tokyo—Seoul—Beijing—
Shanghai —Taipei, etc.) as a means of appealing to the
entire world.”

As such, together with the use of IC card media, loy-
alty points programs could contribute to the vitalization
of tourist resorts and regional areas in Japan and other
countries. This would certainly be one of the policies that
contribute to the realization of the “East Asia Retail
Block Concept.” In the same way as in the retail field, the
adoption of enterprise currency marketing in all regions
concerned would facilitate the realization of this concept.

(3) Alliances in the communications field
International use of communications, in particular,
mobile phones, is enabled through global roaming
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(meaning the use of facilities of a partner carrier in a
destination country), in which a partner company has
already been designated. Accordingly, mutually driving
customers through a loyalty points program has no par-
ticular meaning.

Therefore, mutual use of Osaifu keitai (a mobile
phone equipped with an IC card) in place of IC cards
described above could be considered in the area of
mobile phones. However, in the case of Japan, focused
efforts to meet sophisticated consumer needs sometimes
result in Galapagosization (products and/or services are
independently developed into an extremely high level,
thereby becoming remote from world standards). In
order to prevent such a situation from occurring, support
should be provided by exporting relevant technologies,
and at the same time by issuing loyalty points for using
Osaifu keitai electronic money, an expertise at which
Japan excels.

In addition to EC loyalty points programs, loyalty pro-
grams in the field of communications include points
exchange websites, which originated in Japan. If these
exchange websites were expanded to enable exchanges
of loyalty points issued in each country as well as
exchanges to electronic money in each country, it would
become possible to mutually drive customers through
transactions on websites as well as brick and mortar
transactions. This would also be effective for interna-
tional advertising of companies issuing loyalty points in
each country.

3 Government Involvement in the Use of
Enterprise Currency

So far, we have discussed the utilization of enterprise
currency with a focus on private companies. Finally, we
introduce a case in which government has taken the ini-
tiative.

One example is the “Kyoto Eco Points System” advo-
cated by the Ministry of the Environment. In this system,
expenses for utilities saved by Kyoto citizens are con-
verted to eco points. Citizens can then use these eco
points to purchase energy-saving home appliances.

On February 1, 2008, the Ministry of the Environ-
ment designated Kyoto, where the Kyoto Protocol was
adopted, as the model area for promoting the reduction
of greenhouse gas emissions from households. The
ministry announced that it would start a scheme in the
fall of this year in cooperation with Kyoto Prefecture in
which eco points are issued for reductions in electricity
and gas expenses in each household. The earned eco
points can be used to purchase energy-saving home
appliances, etc.

Kyoto Prefecture will gather the data on the monthly
electricity and gas charges of each participating house-
hold, which will earn eco points for the amount of
charges reduced. While the exchange rate of the reduced
amount to eco points is yet to be determined, this

scheme will become a government-level ecological
points program.

If this scheme is applied, a points program could be
evolved for the reduction of CO; by companies (and
consumers) and for emission trading between companies
and between countries. A specific method would be to
enable companies in the relevant country as well as in
other countries to purchase emissions allocated to each
country and redeeming the emissions reduced by con-
sumers by issuing eco points to such consumers. Con-
sumers could use collected eco points to purchase
energy-saving home appliances at mass retailers, etc. If
realized, this plan would be a new approach involving
the government, companies and consumers through the
use of enterprise currency.

Il Development of Systems

and Standards for Global
Evolution of Enterprise
Currency

As explained in the previous chapters, we can think of a
variety of strategies to make use of enterprise currency
on a global basis. At the same time, we also face the
issue of systems and standards to further develop enter-
prise currency into a highly convenient, safe and secure
tool that could be used frequently by many consumers.

The issues of systems and standards were also dis-
cussed at meetings of the Study Group on Consumer
Points Programs established by the Ministry of Econ-
omy, Trade and Industry and during meetings of the
Study Group on Payment and Settlement Systems orga-
nized by the Financial Research and Training Center of
the Financial Services Agency. To develop systems and
standards that could be applied internationally, it is
important for multiple countries to participate in stan-
dardization activities. The standardized systems would
serve as models for countries where enterprise currency
is to be introduced in the future.

Among the required systems is, for example, an
accounting standard. International accounting standards
do not necessarily reflect the commercial practices of
each country. A need will also arise to study comprehen-
sive standards including the definitions of terms by
involving not only companies but also the government of
each country.

In addition, to ensure that Japanese companies can
achieve satisfactory results through global marketing by
making use of enterprise currency, the system to be
developed must avoid any ambiguity or any sense of
confusion. For this purpose, one method might be to set
up a venue for study (study group, etc.) in Japan where
draft operation standards are prepared, and to invite rep-
resentative Japanese companies and other East Asian
companies in each business category to participate in
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this venue, where adjustments are made to develop opti-
mal standards for all concerned.
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