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Opportunity
The financial services marketplace has never been more competitive than it is now.
Credit unions continue to battle other financial services providers for their share of
the consumer market. Today, the playing field is much more diverse. Deeppocketed national banks, with their enviable research, development, and marketing
budgets, forge the way with offerings designed to capture households looking for a
solution to their financial needs. Other players, including online providers, have
satisfied their own niche of computer-savvy individuals who prefer the convenience
and speed of a paperless, faceless environment. Overall, there has been a
proliferation of options available to the consumer who must weed through it all to
find the solution that best meets his or her unique needs. Amidst the fray are credit
unions, challenged not only to remember who we are—people helping people—but to
be effective in leveraging that philosophy in order to remain a viable player.
Rewards programs have become a popular means for attracting new customers
with offers of product discounts and other benefits. Current efforts run the gamut
from free miles attached to credit card usage to cash for opening checking
accounts. National City™ offers points; Chase Premier Platinum Banking™ has a
rich offering that includes cash gifts for opening checking accounts. Even CU
Rewards™ offers credit union members select benefits for debit and credit
transactions. According to COLLOQUY Magazine, “Membership in U.S. loyalty
reward programs has reached 1.3 billion, more than four times the national
population.” In an age when consumers continually ask, “What’s in it for me?”
rewards programs have proven to be successful in attaining the new business.
But, are these so-called loyalty programs really working for the long run? Are the
come-ons leading to long term profitable relationships? And, either way, why
propose yet another loyalty program as an innovation for i3? Consider this: In his
book, Word of Mouth Marketing: How Smart Companies Get People Talking, author
Andy Sernovitz tells us that consumers are more likely to turn to a trusted colleague,
friend, or family member to get advice before making a purchase decision. He calls
this “word-of-mouth marketing” and suggests that companies can positively
influence this phenomenon by “giving people a reason to talk about your stuff and
making it easier for that conversation to take place.”
Further, according to Fred Reichheld, author of The Loyalty Effect and Loyalty Rules!
a 5% improvement in customer retention rates yields a 25% to 100% increase in
profits across a wide range of industries. Reichheld determined that asking consumers
whether or not they would recommend a product to a friend could predict sales
growth or decline.
And, in a study conducted by Dr. Paul Marsden and Alain Samson of the London
School of Economics in the United Kingdom, and Neville Upton of The Listening
Company, word-of-mouth was found to predict sales growth for retail banks in
Britain. An index, called the net-promoter score, was compiled by subtracting
negative and neutral responses to Reichheld’s question from positive
recommendations. They determined that companies with relatively high netpromoter scores (> 0), and relatively low negative word-of-mouth rates (< 25%), grew
4 times faster in 2004 than companies with low net-promoter scores (< 0) and high
negative word-of-mouth (> 25%).

When the concept of a social network is incorporated onto a rewards program, it
has the potential to strongly promote mutually beneficial word-of-mouth marketing.
While the majority of programs promoted to consumers today offer a small reward
to the individual who brings more friends or family members into the relationship,
creating a community that shares in a benefit as an entire group is seldom seen.
Perhaps one of the most popular examples of this form of social marketing has
been attributed to MCI. In 1991, MCI launched the incredibly successful Friends
and Family program, giving consumers a reason to talk about phone service,
generating 10 million new subscribers in two years.
Credit unions are all about people helping people. We reach out to members with
financial needs and find solutions that benefit the individuals, the membership, and
often the community. We watch children grow, become adults, have children of their
own, and we’re there every step of the way with products and services that improve
their lives. And, once a consumer has become a member, we usually keep them for a
very long time, as they become champions of the credit union model. Our challenge
continues to be getting that consumer to consider a credit union in the first place.
Would a rewards program not be a perfect opportunity, an obvious opportunity, for
our industry? People helping people takes on a much broader appeal with a rewards
concept built in. If it is true that businesses invest in rewards programs “to reach
consumers that normally would not try their products and services,” and people
would prefer to seek advice from someone they know before making the decision,
and credit unions are all about developing relationships, then it seems to make
sense that a rewards program offered by a credit union could be used as a lead to
establish long lasting member relationships.
Filene i3 MoneyWorks is a member recruitment offering based upon gaining a new
member relationship through a current member. Structured like a Tupperware Party
on a home party sales model, the objective is to introduce new members to the
credit union. It is quite possible that the MoneyWorks concept could be
incorporated as the first step to gaining prospective members’ interest, followed by
the rewards concept that we are proposing here.
The goals of a community-style loyalty program could include:
1. Establish a context that nurtures word-of-mouth advocacy.
2. Provide value and benefit for members.
3. Create opportunities for the credit union to acquire new members.
4. Build member loyalty or trust through increased exposure with the credit
union.
5. Retain members.
6. Expand the number of services utilized by members.
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Solution
Introducing Unite
Unite is a relationship pricing program that allows a group of credit union members
to benefit from the collective value of participating in specific credit union products
and services. It is a friends and family type of program designed to change behavior
in product usage, as well as introduce new members to the benefits of credit union
membership.
Individuals call the shots by creating their own Unite group consisting of up to 20
members. Product usage, including checking accounts, debit and credit cards, online
bill payment, etcetera, qualifies the group to earn points. Points would be tracked for
the entire group and, as certain point thresholds are reached, everyone in the group
benefits. For example, at Level One, each and every member of the group might be
entitled to a 25-basis point discount on their next consumer loan. As more points are
earned, the discount might be greater, or additional benefits may be earned as well.
Bonus points will be given to the group for recruiting new members to join the credit
union. Each month, the members of the group would have an opportunity to see the
collective group points, a simple listing that shows them how points can be earned,
and the rewards levels that are available. Ideally, a group would be capped at 10
existing members, and allowed to grow up to an additional 10 members through
new member referrals.
The objective of Unite is to use the current trend of social networking to the
advantage of both credit unions and their members, to deepen member
relationships through word-of-mouth, and to create a friendly level of peer pressure
that renders providers of competing financial services irrelevant.
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Member Benefits
Unite participants benefit through leveraging the combined power of up to 20 credit
union member relationships to attain point levels that result in ongoing rewards for
all group participants. Now, not only are an individual’s efforts and loyalty rewarded,
but each member can team up with family, friends, co-workers, and neighbors to
gain benefits for all. Advantages include discounted loan rates, free credit
consultations, waived fees, free checks, free safe deposit boxes, discounted warranty
products, logo merchandise, and more. The beauty of this program is that the
specifics can be developed based on each credit union’s goals and strategies.
Recognizing the excellent value they receive from their credit union, many members
already help promote the credit union with those they know because they want those
close to them to receive the same financial benefits and excellent service. Unite test
participants have commented, “I’m already talking to my friends and family
members about my credit union. It’s great that I can now gain something for my
efforts, and so do my friends.”
These test group comments validate recent focus group research which indicates
that nearly 100% of credit union members join the credit union because of a family
member or a friend. The research revealed that members can even remember the
year they joined. While there is no research to back this up, it seems unlikely that
many customers of a bank would have that same recollection. Members have some
perhaps unconscious loyalty to their credit union. Unite provides a perfect
opportunity to engage our members in spreading the word about their credit union
in a positive and mutually beneficial setting.
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Credit Union Benefits
By changing member behavior to increase loyalty, credit unions gain wallet share
with their Unite participants. Research indicates that members who maintain their
checking account and use online bill pay with their credit union tend to consider
that credit union their Primary Financial Institution.
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Target Market
The target market is big and beautiful: living, breathing members who know other
living, breathing people with the propensity to buy additional financial products and
services. Although groups can be comprised of any number of demographic
indicators, and may use any of the products and services, our focus will be on
targeting specific groups and creating specific messaging to each group:

w

•
•
•
•
•
•

Members 18+ who have at least one of the products and services earning
rewards.
Members 18 to 60 who have a higher propensity for utilizing technology.
Members 25 and older who own their homes.
Members 40 to 60 years with children and grandchildren.
Non-members 18+ eligible for membership.
Credit union employees and their families and friends.
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Proof of Concept
The Unite concept is currently in the test phase at Altra Federal Credit Union in
LaCrosse, Wisconsin, under the direction of Vice President of Business Development,
Steve Koenen. The progress of the test is documented as follows:
• Presented concept to management team and received go-ahead-to-test.
• Recruited a test member—someone fairly new to the CU who knew several
prospective members. Additionally, looking for someone from the Winona
location where the branch needs additional exposure.
• Volunteer was given brochures, member ID, and an explanation of the program.
• Currently the group includes 5 members and prospects are good for
additional members in the near future. Volunteer is in process of moving
more of his existing financial services to Altra and is encouraging team
members to do the same.
• Time constraints make it difficult to assess the impact of Unite on services and
balances, but we already know that 4 additional members added with more on
the way.
The Unite program tracks usage and assigns points for products and
services, as follows:
Active Checking—used at least once per month, measured by balances.
Debit Card—used at least once per month, measured by purchase activity.
Credit Card—measured by balances and activity
Bill Pay—used to pay at least one bill per month
Equity Loan—measured by balances (includes second mortgages and
HELOCs)
• Consumer Loans—measured by balances
•
•
•
•
•

Members within the defined group can earn points for each product/service listed
above. The average points of the group over the previous six months determines the
group’s Relationship Score and thus what discounts each member of the team is
eligible for. Points are not redeemed for discounts. They are merely a way to
measure the relationship to determine appropriate discounts. The points used in
determining the average Relationship Score are as follows:
•
•
•
•
•
•
•

Active Checking—200 points for every $1,000 in average balances for the month.
Debit Card—10 points for every time the card is used.
Credit Card—10 points for every time the card is used and 1 pt for every dollar
of interest paid in the month.
Bill Pay—25 points for each bill paid for the month.
Equity Loans—50 points for every $10,000 in balances.
Consumer Loans—50 points for every $10,000 in balances.
Bonus Points—500 points for recruiting new member to the group. These points
are added into average point calculation for 3 months and then expire.
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•
•

Maximum number of existing members forming/joining a group – 10.
Maximum total number in one group, existing and new members combined - 20.

Relationship Score discounts and qualifying levels are listed below:
Level One—Relationship Score of 2,500
• .25% off next car loan rate.
• Free credit report and consultation.
• Free Checks.
Level Two—Relationship Score of 5,000 - All previous discounts apply plus:
• .25% off next closed end equity loan rate.
• .10% higher CD rate.
• One NSF fee waived (one per year).
• Free Altra logo merchandise ($15 to $25 value, one per year).
Level Three—Relationship Score of 7,500 - All previous discounts apply plus:
• Free safe deposit box.
• Fee free gift cards.
• $100 discount on Vehicle Warranty.
Level Four – Relationship Score of 10,000 - All previous discounts apply plus:
• .50% off next car loan rate.
• $50 discount on GAP.
• Altra logo wear ($20 to $35 value, one per year).
Level Five – Relationship Score of 12,500 - All previous discounts apply plus:
• .50% off next equity loan rate.
• Special double credit card reward points specials for limited times.
• $100 off closing costs on next purchase or refinance of mortgage loan (new
money only).
Level Six – Relationship Score of 15,000
• Double the 6 month teaser rate period on next HELOC.
• Platinum rate on credit card regardless of credit score.
• .25% higher CD rate.
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How to get started
1.
2.
3.
4.
5.
6.
7.
8.
9.

Determine credit union objectives.
Select product mix that will earn points for rewards.
Recruit Unite advocate from staff.
Develop tracking method (manual vs automated).
Prepare talking points and materials*.
Establish schedule to meet regularly with Unite members.
Present statement* to members monthly.
Assess results relative to credit union objectives.
Determine if results warrant full credit union rollout.

*See appendices for supporting documents
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Operational and Other Considerations
“As point systems become a commodity (because everyone has one), companies
must leverage things that can’t be duplicated; brand and customer service.” - Jack
Aaronson, CEO of The Aaronson Group.
A credit union should view Unite as only one of the two components needed to
solidify the member/group relationship. While Unite does compensate members
for bringing more of their business to the credit union, staff must be able and
willing to complement the rewards with matchless member service. While Unite
helps to solidify the financial aspect of the relationship, the credit union must be
there to fulfill the emotional needs of the relationship.
Additionally, credit unions must carefully choose the products and services, and
their respective point system. The financial impact of Unite must be weighed and
monitored to ensure success. Each participating credit union should consider the:
• Technology/software needed to develop and monitor the Unite group
relationships.
• Profitability analysis of products and their associated points.
• Profitability of group relationships over time.
• Marketing/training resources.
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Appendix A: Marketing Tactics
Marketing programs will be dictated by individual credit union’s goals,
strategies, and budget. That said, here are some considerations for
maximizing the introduction of the Unite program at your credit union.
1. Test the concept with hand-selected individuals with ability to form
groups. Use the test to gain input on the credit union’s products and
services, point values, marketing materials, and other information that
can be used to fine tune your offering.
2. Ask member service representatives to identify potential Unite members
during member interviews. Consider a competition between
representatives to bring in Unite groups.
3. Use flyers, brochures, and other printed materials to explain the
program and ask MSRs and tellers to hand them out at the point of sale.
4. Once the credit union has worked out all the glitches, consider a broader
roll out of the program using direct mail, member newsletters, outdoor,
and possibly radio and television advertising.
5. Consider collecting and using member testimonials to validate the
concept and the program for other credit union members.
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Appendix B: Sample Marketing Materials
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Appendix C: Unite Program Monthly Summary
Unite Program Monthly Summary
Active Checking – 200 points for every $1,000 in avg balances for the month.
**Used at least once per month, measured by balances.
Debit Card – 10 points for every time the card is used.
**Used at least once per month, measured by purchase activity.
Cre dit Card – 10 points for every time the card is used and 1 pt for every dollar of interest paid in the
month.
**Measured by balances and activ ity
Bill Pay – 25 points for each bill paid for the month
**Using to pay at least one bill per month
Equity Loans – 50 points for every $10,000 in balances
**Measured by balances (includes second mortgages and HELOCs)
Consumer Loans – 50 points for every $10,000 in balances
**Measured by balances
Bonus Points – 500 points for recruiting new member to the group. These points are added into
average point calculation for 3 months and then expire.

WINONA UNIT E GROUP ONE
Tim Stark
Randy Florin
Tom Ramey

February Relationship Score = 577

Maximum number of existing me mbers forming/joining a group -10
Maximum total number in one group, e xisting and new me mbers combined - 20.

Leve l One – Re lationship Score of 2,500
0.25% off next car loan rate
Free credit report and consultation
Free Checks
Leve l Two – Re lationship Score of 5,000 (All previous discounts apply plus:)
0.25% off next closed end equity loan rate
0.10% higher CD rate
One NSF fee waived (one per year)
Free Altra logo merchandise ($15 to $25 value, one per year)
Leve l Three – Re lationship Score of 7,500 (All previous discounts apply plus:)
Free safe deposit box
Fee free gift cards
$100 discount on Vehicle Warranty

Le vel Four – Relationship Score of 10,000 (All previous discounts apply plus:)
0.50% off next car loan rate
$50 discount on GAP
Altra logo wear ($20 to $35 value, one per year)
Le vel Five – Relationship Score of 12,500 (All pre vious discounts apply plus:)
0.50% off next equity loan rate
Special double credit card reward points specials for limited times
$100 off closing costs on next purchase or refinance of mortgage loan (new money only)

Le vel Six – Re lationship Score of 15,000
Double the 6 month teaser rate period on next HELOC loan
Platinum rate on credit card regardless of credit score
0.25% higher CD rate
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Appendix D: Financial Pro Forma
Altra’s test of Unite was launched in late January 2008. It will be at least six
months before financial data supporting the impact of this program will be
available. Stay tuned.
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Appendix E: Resources
LaMalfa, Kyle, Allegiance Loyalty & Engagement Expert. Buying Loyalty: Do
Rewards Programs Translate Into Customer Engagement?
"Loyalty Census from COLLOQUY Shows Membership in U.S. Loyalty Rewards
Programs” Colloquy. http://www.colloquy.com/breaking_view.asp?uid=3647.
May 14, 2007
Sernovitz, Andy. Word of Mouth Marketing: How Smart Companies Get People
Talking. Chicago, IL: Kaplan Business. November 1, 2006.
Marsden, Dr. Paul. Samson, Alain. Upton, Neville. Advocacy Drives Growth:
Consumer Advocacy Drives UK Business Growth. London: London School of
Economics. September 5, 2005
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