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EXECUTIVE SUMMARY 

In the current market climate of the fast food industry, customer retention is an important feature 

of ensuring future revenue for the business. This is particularly relevant in the fast food industry, 

where many restaurants have been increasing in competition within the area. 

There are many things that jeopardize customer retention at the current time, although service 

failure is perhaps the most common. Service failure is defined as a situation where the customer 

is dissatisfied with the service in some way. There can be many causes for service failure in the 

fast food industry and any of them can lead to the loss of customers. This loss of customer may 

result in a loss of significant earnings to the restaurant and may drive the customer to a 

competitor, increasing their share in the market. Therefore, it is critical for fast food restaurants 

to ensure that service failures are kept to a minimum if they are to maintain or even build their 

share in the current market. 

One way a restaurant can stand out above the competition and retain customers, is to introduce a 

loyalty program. Loyalty programs improve customer retention and encourage spending. 

Customer acquisition is improved by distinguishing the restaurant and the services they provide 

from the competition. 

White Castle prides itself in standard setting leadership, incorporating a loyalty program for its 

customers, not only lives up to the company’s vision “Our quest is standard setting leadership in 

each of our industries”, but it also lets customers and the communities in which they operate in, 

that in these uncertain times they care and appreciate their customers for being loyal to the brand. 

The following is a plan to implement a loyalty card program into the White Castle Restaurant.  
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INTRODUCTION 
  

Background 

White Castle is a family owned and operated fast food restaurant chain that has been in 

business since 1921. White Castle is passionate about growth, growth for the business and those 

team members who are loyal to the company. White Castle currently has approximately 420 

restaurants in twelve regions in the Midwest and across the Eastern seaboard. White Castle is 

small in the arena of fast food chains, however, they are unique, as they have always been run by 

team members who have developed and stayed with the company. The company vision states 

“Our quest is excellence and standard setting leadership in each of our industries. “White Castle 

has implemented new policies and procedures throughout its 90 years to keep up with and to 

adapt to the changing times while maintaining its independence. The company shares its profits 

with all its employees and continues to be privately owned by the same family that founded it in 

1921, 

The first White Castle was opened in Wichita, Kansas in 1921, on $700.00 of borrowed 

money that was paid back in 90 days. At that time there were no limited menu fast food service 

places such as there are today. The name of the company was chosen because “White” signified 

purity and cleanliness and “Castle” represented strength and stability. The architecture of a 

White Castle building was originally inspired by the famous water tower in Chicago (Ingram 

SR., E. W. 1975).  
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The success and growth of White Castle Systems and its subsidiaries can be attributed to 

two things: the constant desire to improve, and the belief that happy people are the most 

profitable asset a company can have. (Ingram SR., E. W. 1975). 

For White Castle, a Loyalty card program can help retain customers, increase traffic and 

improve sales. Exclusive deals, discounts and incentives attract customers. Loyalty card 

incentives improve customer service and relationships with customers. Keeping records of past 

purchases can help design better promotions and advertising campaigns. For example, offering 

an instant discount to loyalty card holders can encourage customers to register or make frequent 

purchases. In return, the contact information can be used to advertise directly with customers 

who are more likely to buy. Reduced advertising costs and increased return on investment on 

marketing campaigns are two main business growth advantages. Loyalty cards can attract 

customers to a business and away from the competition. They also can improve customer 

lifetime value. Customer loyalty cards are a way for White Castle to build loyalty and for 

consumers to get something for free in exchange for their purchases and information about their 

buying habits. 

Many retailers, including CVS, Office Max, Barnes & Noble, and Kroger, offer customer 

loyalty cards that give benefits to their customers. Customers wishing to sign up for a loyalty 

card are typically required to provide information such as name, address and phone numbers. 

While most cards are scanned at the register, some less high-tech companies apply a discount 

upon sight of the card. Retailers "use the cards to keep tabs on what you purchase, how often 

you shop, and what your buying preferences are," according to an article in Consumer Affairs. 

Based on those consumer preferences, many retailers will send out mailings to their customers, 

encouraging future shopping trips and providing discounts. Most retailers offer customers one  
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of two types of cards: a credit-card size card to be placed in a wallet or purse or a tag that's 

placed on a key ring. Both loyalty cards have a customer number recognized by the computer 

system. Using the card ensures the lowest price on items and also allows for certain coupons to 

be doubled. Kroger has a program in which customers can accrue one point for every $1 spent in 

the store. Points can be redeemed for discounted gasoline sales at Kroger stations. Additionally, 

by using a Kroger card, customers can "receive coupons selected just for you from Kroger and 

your favorite brands, giving you exclusive and unique ways to bring home the products you 

enjoy," according to the company. A new feature available to bargain shoppers is e-coupons that 

can be loaded directly onto a card. While most retailers would prefer that you carry their card on 

yourself at all times, many allow you to use your phone number as an alternate account number. 

A bonus feature of carrying a card is that retailers can place the customer on a mailing list. 

Mailing lists often include exclusive coupons for favored customers or sneak-peaks at upcoming 

sales or events. 

Most grocery store and bookstore cards apply a discount instantly at the register. However some 

cards, such as those for CVS and Office Max, offer a benefit in the future, typically at the end of 

the quarter. CVS' "Extra Care Bucks" program returns 2 percent from certain purchases to the 

consumer, providing what is essentially a gift certificate to the customer. 

The first loyalty programs were the trading stamp programs of the 1800s, which gave 

stamps to customers that then could be redeemed for discounts or special items. It has been 

determined that more than 75 percent of consumers use loyalty cards, and about one-third of 

consumers participate in two or more loyalty card programs. Customers using loyalty cards earn 

a variety of products and discounts for their participation. Common rewards include frequent 

flyer miles, a free item after the repeated purchase of similar items and exclusive discounts or  
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access to special sales. Companies use the data they get from customer loyalty programs to target 

advertising at specific demographics. They also build brand loyalty among consumers by 

encouraging customers to come to them instead of going to a competitor. In March 2010, 

customer loyalty cards from grocery stores were used by the Centers for Disease Control and 

Prevention to track an outbreak of salmonella to specific products and warn customers that those 

foods had been recalled. 

Some of the most common types of loyalty programs are: 

Appreciations: Giving customers more of a company's product/service. This is usually given in 

coupons and discounts towards future visits. 

Rewards: Giving customers rewards unrelated to a company's product/service. This is usually 

done on a points system for discounts and free merchandise of other business that are not 

competitors to the company. 

Partnership: Marketing to another company's database and allowing loyal customers to choose 

their rewards from either company. 

Rebate: Giving customer’s money back when they buy more. 

Purpose of Study 

The purpose of the study is to assess whether White Castle Systems, INC. should offer 

loyalty cards to its customers. This study will assess whether offering a loyalty card is an 

effective strategy to ensure repeat customers business. The study will also assess whether it is 

financially beneficial for White Castle to offer a loyalty card program to its customers. This will  
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be done by evaluating whether White Castle would be able to generate the cost of the loyalty 

card program back from the customer through their repeat business. 

Importance of Study 

The study is important in determining the strategy which White Castle should pursue in 

regards to a loyalty card program. The practice of offering a loyalty card to customers in the fast 

food industry is not currently a routine situation. There has, however, been little analysis 

conducted in the fast food industry as to whether a loyalty card system is actually beneficial to 

the fast food industry. It is important that the effectiveness of a loyalty card program is assessed 

in order to ensure that White Castle can maintain their profitability and competitive market 

share. 

Hypothesis 

The hypothesis for this study is that it is financially beneficial for White Castle Systems, 

Inc. to offer a customer loyalty program to its customers to help increase same store transactions. 

It will be particularly beneficial to the chain which has approximately 420 restaurants in 12 

regions in the Midwest and across the Eastern seaboard. 

Outline Methodology 

The study tool takes form from three sources of information obtained from White Castle 

Management Company which pertains to the Indianapolis Region of White Castle. Those tools 

are sales and transaction history from the Indianapolis region for the past four years, 

management reports on 1-800 # complaints, compliments, and suggestions, and reports from 

Mindshare technologies on customer satisfaction surveys conducted at all White Castle locations 

throughout the Indianapolis Region. This study will also compare White Castle to other quick  
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service restaurants in the industry. From this data, it can be assessed whether a customer loyalty 

program could be offered in an effort to increase customer satisfaction, increase customer loyalty 

and increase the overall transactions within the Indianapolis Region of White Castle. It will be 

also possible to access whether the level of revenue gained through a customer loyalty program 

would be considered to be significantly higher than the cost associated with retaining the 

customer. 
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LITERATURE REVIEW 

Customer Retention 

There is no doubt that in the current conditions of the economy and the restaurant 

industry, customer retention has a direct impact on profitability of the business. Previous 

research has claimed that it can be up to five times more expensive to obtain a new customer 

than to retain a present one. This cost of attracting new customers is largely based on the large 

cost of advertising and promotional materials involved. In comparison, not only does relatively 

little need to be spent on attracting loyal customers to the restaurant, but loyal customers also act 

as advertising through word of mouth recommendation and generally spend more money 

(Mcllroy and Barnett, 2000). For this reason it is believed that retaining customers over the span 

of their life will contribute significantly to the profitability of the business. Strategies that may 

be used to maintain customer relationships include treating customers fairly, service 

augmentations and ensuring personal attention for individual customers (Mcllroy and Barnett, 

2000). Competition in the restaurant industry is very intense, with customers continually seeking 

the restaurant which offers the best value for the money. Cost is only one of the factors which 

influences the decision made by the customer regarding value. Recommendations from friends, 

past positive experiences and the development of a close relationship with the restaurant may all 

lead to repeated customer visits (Mcllory and Barnett, 2000). 

The cut throat competitive era has put every company on its guard. They are well aware 

of the fact that customers tend to be very disloyal. The focus on the customer retention and 

loyalty has been increased because companies are realizing the dire importance of customer 

loyalty and they are focusing more in retaining the customers (Hill & Alexander, 1996).  
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According to Kumar and Shah (2004) the brand loyalty is one of the most widely studied 

marketing concepts by the researchers and it is also the most implemented marketing initiative 

by practitioners. The two authors relied upon the past studies to review important findings 

related to customer behavior and attitude in the context of customer loyalty and drew their 

conclusion on their findings. They highlighted the relationship between the customer loyalties to 

the financial growth of the company and brought forward a conceptual framework for building, 

developing and sustaining loyalty and consequently ensuring financial growth as well. 

In times of economic downturn it is very important that restaurants develop strategies 

which entice customers to return so that they can compete effectively and increase revenue. The 

Pareto rule of marketing states that around 80 percent of revenue is generated through 20 percent 

of customers (Mcllory and Barnett, 2000). It is also estimated that companies can boost their 

profits by almost 100 percent by retaining only 5 percent of their customers (Lovelock and 

Wright, 1999). This means that it is important in the interest of profitability for the company to 

understand the factors which underline customer retention, as this understanding may influence 

future strategies on customer retention. 

It has been suggested that the main drivers of customer retention are high quality 

customer service and well managed strategically delivered formal and informal communications 

(Vavra and Pruden, 1998). This means that for customer retention to be possible there must be 

customer satisfaction present.  
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Satisfaction 

Satisfaction is a measure of how well the expectations of a customer are met. Sustaining 

a company’s competitive advantage and long term profitability may rely on the integration of 

customer satisfaction into the company’s strategies and operations (Dube et, 1994). However 

despite the necessity of customer satisfaction to generating repeat business there is no guarantee 

that a satisfied customer will return. In comparison, it is almost certain that a dissatisfied 

customer will not return (Dube, et, 1994). Although it was previously believed that customer 

satisfaction would ensure that a customer remained loyal, this is not true. Holding this belief 

may be a drawback of adopting a focus on customer satisfaction (Lowenstein, 1995). 

Satisfaction is necessary, but it is not a condition for loyalty. For example, a customer may be 

very satisfied with a service experience at a particular restaurant, but this does not mean that they 

will select the same restaurant again the next time they eat in that particular area. This means 

that while customer satisfaction is an important factor in customer retention, loyalty is more 

important. 

Satisfaction versus Loyalty 

There is still a yawning gap between the percentage of people who say they're satisfied 

with a business and those who consider themselves "loyal" to that business and who are intent on 

maintaining the relationship and continuing it into the future. Many companies have figured out 

how to deliver satisfaction, but they've not yet figured out how to earn loyalty anywhere near 

those levels. This loyalty gap can be particularly pronounced in industries where competition is 

harshest and growing. (McKain2005)  
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Most customers continue to do business with the top businesses, but are less than pleased with 

the relationship they now have with them, while most customers are satisfied with the 

relationship they are not loyal. That means most retailers cannot count on their customers being 

loyal they are venerable to competition. Loyal customers talk up a company to their friends, 

family, and colleagues. In fact, such a recommendation is one of the best indicators of loyalty 

because of the customer’s sacrifice, if you will, in making the recommendation. When customers 

act as references, they do more than indicate they’ve received good economic value from the 

company; they put their own reputations on the line. And they will risk those reputations only if 

they feel intense loyalty. (Tish2007) 

Loyalty 

Before a business customer relationship is able to develop, loyalty must be present. This 

is defined as a customer’s commitment to do business with a specific company, purchasing their 

goods and services repeatedly, and recommending their goods and services to friends, family and 

associates.” Loyalty occurs when the customer feels so strongly that you can best meet his or her 

relevant needs that your competition is virtually excluded from the consideration set and the 

customer buys almost exclusively from you”(Shoemaker and Lewis, 1999). Loyalty is clearly 

then a key concept in retention of customers, however, it has been suggested that loyalty is 

considered to be a vulnerable quality in customers as they still may leave if they can get better 

value, convenience or quality elsewhere. (Mcllory and Barnett, 2000). 

Loyalty of a customer is only established once the customer makes a commitment to a 

particular brand or restaurant. This means that there may be satisfaction without loyalty, but it is 

very hard to have loyalty without satisfaction (Shoemaker and Lewis, 1999). Therefore the  
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building of a relationship with the customer is important in ensuring that the satisfaction is 

generated which may lead to a form of loyalty. 

It is regarded as a principal in marketing that it is far cheaper to retain a customer than 

attract a new one. There is enough proof of brand loyalty being a reason of company growth. It 

remains a fact that loyal customers are more profitable overtime. The reference that the brand 

loyal customers provide about a company to others is reason enough for the automating sales for 

them. Additionally they are willing to pay premium prices to do business with the company 

rather than switch to an unknown brand (Gillies, Rigby and Reichfeld, 2002). 

The difference between the loyalty programs and the marketing efforts was explained by 

Kotler et al. (2007). The loyalty programs operate very differently from other marketing efforts 

such as advertising campaigns and sales promotions because they have short-term increase in 

sales as their main goal (Kotler et al., 2007). On the other hand, loyalty programs focus on 

building and sustaining a consistent repeat-purchase relation with the customer and encouraging 

loyal behavior towards the company (Kotler et al., 2007). 

In the research by Kasper and Bloemer (1995) a distinction is made between repeat 

purchasing behavior and brand loyalty. Additionally true brand loyalty is distinguished from 

spurious brand loyalty. This research drew the results that there is a strong relationship between 

satisfaction and brand loyalty. The research concluded with the fact that the relationship between 

consumer satisfaction and brand loyalty is not simple and straightforward.  
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Relationship Building 

Relationship building is a key element in ensuring customer loyalty. Enhancing 

relationships with a customer, means treating them fairly, enhancing your services by adding 

value and providing a specialized service for each individual customer (Mcllory and Barnett, 

2000). Companies must learn about their customer, their needs and expectations as this changes 

over time. Customer relationships may be enhanced by offering increased value based on this 

learning (Morris et al., 1999). 

While building and maintaining a customer relationship is important in retaining 

customers, it must also be considered that some customer relationships are not worth 

maintaining. Some may be no longer profitable as they may cost more to maintain than the 

revenues which they generate (Mcllory and Barnett, 2000). This may be the case where some 

customers continually push for discounts or compensation, without generating significant 

revenue in return. 

Profitability 

“Profit in business comes from repeat customers, customers that boast about your 

product, service, and that brings friends with them” (Lowenstein, 1995). Profitability is directly 

related to retaining existing profitable customers and increasing their spending (Richards, 1998). 

The longer a customer stays with a company, the more profitable they become. This is due to the 

way in which they use more of the company’s services over time, usually willing to try new 

products with a company that they know (Lovelock and Wright, 1999). Repeat customers are 

less expensive as they act as a form of marketing for the company, they may tell up to ten people 

about a service or experience to which they feel loyalty. Almost 20 percent of customers  
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claimed that they would go out of their way to mention their favorite places when discussing 

places with friends and colleagues in a study by Bowen and Shoemaker (1998, cited in Mcllroy 

and Barnett, 2000). This study found that loyal customers tell a median of 12 people about a 

place in which they feel loyal. 

The most important customer relationships to maintain are those associated with 

profitability. It is not in the best interest of companies to spend revenue on retention of 

customers who are not associated with generation of profits. The lifetime value of the customer 

must be taken into account to assess whether the relationship with the customer is worth the costs 

of maintaining the relationship. 

The customer loyalty and retention can be ensured through the use of different 

relationship marketing strategies. There are many empirical studies which have proved a strong 

relationship between the relationship marketing tactics and behavioral loyalty of the customers 

(Peng and Wang, 2006). So in order to build and sustain brand loyalty it is very important to 

build good relationship with the customers. 

The companies that invest in long-term relationship with customers gain the trust of 

customers and consequently improve the effective quality of the relationship in order to obtain 

mutual interests and sustain brand loyalty (Anderson & Weitz, 2006). The customers who trust 

the brand’s capability willingly develop a commitment with the brand and expect it to meet their 

expectation consistently and show their gratitude by remaining loyal to the brand. 

Service Recovery 

As part of the consideration of costs and benefits of any service improvement, a manager 

must determine the potential presented by each service in terms of satisfaction or repeat customer  



WHITE CASTLE LOYALTY CARD PROGRAM 

improvement. An important factor in this consideration is that of service recovery. Service 

recovery involves turning around a bad service experience and retaining the customer despite 

their negative feelings of the experience (Zemke, 1998). It has been stated that occasional 

service failures are inevitable (Goodwin and Ross, 1992), and this is certainly true in the 

restaurant industry. Strategies that are aimed to eliminate the effects of service failure are 

classified as proactive and reactive. Proactive strategies operate before a breakdown in service 

occurs while reactive strategies operate in a response to a breakdown in service. 

Cost versus benefits 

Findings from previous studies have found that monetary compensation is most 

appropriate strategy in dealing with service failures. Outcome failures are defined as failures in 

which the product received by the customer is incorrect. There remains to be evidence presented 

that benefits of offering discounts to customers who receive poor service outweighs the cost of 

implementing these measures. 

Where do most Loyalty Programs go wrong? 

Most company loyalty programs don't slice data finely enough to distinguish between 

customers who would recommend a particular business to friends and those who would not. 

Knowing this could mean millions of additional revenue for companies. The tendency of loyal 

customers to bring in new customers at no charge to the company is particularly beneficial. 

(Kotler et al., 2007). 

Many companies also tend not to do enough with their loyalty program data to make the 

customer feel special. Rewards programs cost companies, on average, between 2 percent and 10  
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percent of a customer's total spending at a given store. Once you have identified the top 20 or 30 

percent of your customers, many companies tend not to market to the bottom tier because it's not 

economical, and end up leaving a majority of their customers frustrated or unable to accrue 

enough points to make participation in these programs seem like a real advantage. (Kotler et al., 

2007). 

The commercial benefits of loyal customers are well known by brand managers. The cost 

of acquiring a new customer is six times more than retaining an old customer, therefore ensuring 

loyal customers is commercially important. Loyal customers are also important because they 

provide the consistency of volume critical for stocking and managing just in time inventory to 

maintain the consistency of customer demand during crisis which is required to run any retail 

business. These are also the customers who are strong advocates for the brand and are always 

willing to forgive an occasional lapse. All of these are compelling reasons that retailers are on a 

quest for the customer loyalty and are increasingly looking at implementing loyalty programs or 

loyalty cards of some form. (Nadeau 2007) 

Retailers are looking toward loyalty programs to reward loyal customers and to retain the 

loyalty of customers. However, there are a lot of issues that need to be considered while deciding 

on how to implement a loyalty program and the nature of the program best suited for different 

markets. Loyalty programs need to be examined on how they entice the customer, and what 

benefits they bring the retailers in of image, competitive edge and growth of customer base. 

(Nadeau 2007) 

Loyalty program works best only when a customer is emotional attached to the brand. Brands 

thrive on emotional bond with the customer. The logic of giving rewards to loyal customers is 

indisputable. However positioning the Loyalty program is very critical so that these benefits do  
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not appear to be a just discount passed on under the garb of loyalty. This greatly affects the 

customer retailer relationship greatly reducing the program to a pure commercial transaction 

where the customer is constantly looking for deals. This entices the customer’s decision to be 

logical rather than emotional. (Koma, B 2010) 

A loyalty program should have a long enough timeframe to ensure its success. When you 

launch a loyalty program, it is making a statement to its customers that the relationship is 

valuable. Before terminating a loyalty program, it may be a good idea to estimate what is 

required to keep the program going. Pulling back can be seen as the brand telling its customers, 

“Nah, you’re not as important as we thought.” Or even worse: “Hey we didn’t make enough 

money off of you.”(Koma, B 2010). 

But don't underestimate the value of trying. Food retailers, for example, lose up to 40 

percent of their new customers within three months. One of the big benefits of a successful 

loyalty card program is that stores can quantify new-customer losses and introduce programs 

designed to retain or woo back the most profitable. "Without a loyalty card, one has no clue 

about the size of the inflow and outflow of new customers," What does this mean for the bottom 

line? Learning to play the loyalty card game better can help companies reap big cash rewards. 

Data shows truly loyal consumers are 15 times more likely than high-risk customers to increase 

spending with a particular store. Profits rise as a customer's relationship with a company 

lengthens. Customer defections have a surprisingly powerful impact on the bottom line, when 

defections are cut in half, the average growth rate more than doubles. What doesn't work 

anymore is treating all customers alike. (McKain 2007).  
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REASEARCH METHODOLOGY 

Research Strategy 

The research strategy was to obtain data over the last four years, which related to 

customer loyalty, customer satisfaction, and White Castle restaurant’s customer sales and 

transaction records in the Indianapolis region. This study aimed to gain primary data from White 

Castle Management Company which related to these topics through their customer survey 

program, customer comment line and sales and transaction records. This information would be 

used in analysis of the study’s hypothesis and applied to White Castle Systems, Inc. 

Ethical Issues 

The use of White Castle’s customer complaint and customer survey database for the 

purpose of the study invoked the ethical considerations relating to customer privacy of the 

customers. Therefore, no customer personal information was used. For the purpose of the study 

only the nature of complaints, comments and suggestions were used and studied; personal 

information from the customer was omitted. 

Method 

The data will be researched from a four year history of sales, transactions, customer 

complaints, complements and request to obtain a trend in lost transactions and the reasoning for 

the loss. The data will then be recorded into tables to show the trends on charts and to establish a 

history for the trends.  
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Limitations of Research Method 

The limitations which will be involved with the research method are those in which 

White Castle Management Company allows the release of the data needed to conduct the 

research. Being a privately owned company, the company reserves the right to withhold 

information and not release it for public knowledge. However the data requested and received 

should be sufficient to complete the analysis and to conduct the research needed. 
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RESEARCH RESULTS 
  

When reviewing the data provided by White Castle Systems, Inc. for the Indianapolis Area 

from 2007 — 2010, it showed that sales increased from 2007 to 2008, by 2.5 million dollars. In 

2009 compared to 2008, the company lost sales of 740 thousand dollars and comparing 2009 to 

2010, the company lost sales of 24 thousand dollars. In comparing transactions by year, from 

2007 to 2008, the company lost 90,000 transactions, from 2008 to 2009 it lost 412 thousand and 

from 2009 to 2010 the company lost 97,000 transactions (Appendix A). There were many 

factors that contributed to these figures. From 2007 to 2008, the company grew from 35 stores 

to 38 stores adding revenue from three new locations contributed to the sales increase. Also 

from 2007 — 2008, the Indianapolis Area implemented price increases on all of its menu items. 

When reviewing results from Mindshare Technologies, (a survey that is handed out to 

customers randomly with receipts at each Indianapolis location) scores from the Indianapolis 

Area, it showed that each year from 2007 — 2010 improvements were made in all areas. Order 

accuracy improved every year from 96.19% in 2007 to 97.39% in 2010. Cleanliness of the 

restaurants improved every year from 71.04% in 2007 — to 88.54% in 2010. Friendliness of team 

members improved from 83.46% in 2007 to 90.35% in 2010, food quality improved from 

85.67% to 89.10% in 2010 and customer likely to return improved from 80.92% in 2007 — 

85.70% in 2010. (Appendix B) The main factor contributing to the improvements of all scores in 

all areas is that these scores become a part of the General Manager’s performance appraisal 

starting in 2008. With the inclusion on the performance appraisal, General Manager’s paid more 

attention to the scores and incorporated the scores into each individual stores business goals.  
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Finally, when reviewing 1-800- customer comments from the Indianapolis Region from 2007 

— 2010, complaints decreased every year. From 8,457 complaints in 2007 to 5,278 complaints in 

2010. Comments by category included problems (83% of comments), compliments (12%), 

requests (1%), suggestions (2%) and emergencies (2%). (Appendix C). The improvements are 

also due to the inclusion on the General Manager’s performance appraisal. 

White Castle recently ranked 40 out of 50 in 2010 ranking of the top quick service and fast 

casual brands in the nation. McDonalds was number one with over $32 billion in system wide 

sales in the U.S. in 2010. Subway ranked number 2 with over $10 billion in system wide sales, 

Burger King was third with over $8.2 billion, Wendy’s came in fourth with $8 billion and 

Starbucks rounded out the top five with over $7 and a half billion. At position # 40, White 

Castle had over $500 million in system wide sales. (QSR Magazine, 2011) (Appendix D) 
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SWOT: 

SITUATIONAL ANALYSIS   

WHITE CASTLE STRENGTHS: 

In business since 1921 

Family owned and operated 

Openness of team members to commit to change 

Perception of quality services 

Have a unique one of a kind product 

Strong recognizable brand 

Strong reputation 

Strong relationships with customers and suppliers 

Able to adapt to changing conditions effectively 

Proactive company 

Strong training program for team members and management 

Low turnover rates compared to other competitors 

Have own meat plants and bakeries 

STRENGHTS OF LOYALTY CARD: 

Reward cards boost shopping frequency 

System calculates points earned & dollar value rewards 

Places White Castle’s brand in customer’s wallet 

Increases store traffic and sales 

Identifies best customers  
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Tracks purchase frequency, dollars spent and customer demographic information 

Special Offers / Discounts for Card Holders 

Identification of Customers (enabling deeper relationship marketing) 

Reason for More Contact with Customer 

Identification of Customer Behavior — who buys what, when, where how much, 

how, etc. 

WHITE CASTLE WEAKNESSES: 

Not in a global market 

Have problems with fluctuations in operating and net profits 

Do not offer low calorie alternatives to customers 

WEAKNESSES OF LOYALTY CARD: 

When used ineffectively, loyalty card programs actually can reduce the value of 

the product or service offered because customers can make assumptions about the 

value of brands based on the price. 

Overuse of the loyalty card program causes other marketing campaigns to lose 

effect. Difficulties arise in attracting more customers willing to purchase at 

regular prices. As a result, customers may refuse to make purchases unless there 

is a reduced price or other incentive. If the average customer chooses this 

behaviour, the business can suffer a reduction in long-term and short-term profits 

Some customers use loyalty cards to reap the short-term advantages, but are not 

necessarily loyal to the store or brand offering them savings  
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e Some savvy consumers may resist signing up for customer loyalty cards because 

they don't want companies collecting information about their purchases. They 

view this as an invasion of their privacy as a consumer. 

High Cost of Promotion and Implementation 

Difficult to Get Out of such schemes (once in always in, well at least for a long 

time) 

WHITE CASTLE OPPORTUNITIES: 

e (Can improve overall organizational effectiveness through organizational 

development of loyalty card. 

e Can be the first quick service restaurant with a loyalty card program. 

e (Can expand customer base. 

WHITE CASTLE THREATS: 

Major competitors McDonald’s, Burger King, Wendy’s and any mid-range sit- 

down restaurant. 

Convenience stores, ( Drinks) 

Loyalty card may not increase business 

Costs in current economy 
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MARKETING PLANNING 
  

A customer loyalty card program can help White Castle show it values its customers, will 

encourage repeat business, and is a low-cost way to advertise and can help White Castle learn 

more about the customer. According to Search CRM, a loyalty card program is an inexpensive 

endeavor and can cost a business up to 5 percent of its revenue. In addition, it can take up to 18 

months for a business to see the return on the program fully. Setting up a customer loyalty card 

program is a long-term commitment that can bear fruit when executed properly. 

Marketing Objectives: 

Obtaining increased customer satisfaction, as shown by the growth of customer 

transactions. 

Obtaining increased customer input into sourcing, as shown by the growth of member 

participation in loyalty card program. 

Increase product awareness among the target audience by 10 percent in one year. 

Inform target audience about features and benefits of White Castle product and its 

competitive advantage, leading to a 10 percent increase in sales in one year. 

Target Markets: 

The 18 to 24 age group makes up the largest segment of fast food consumers at 46% 

The 25 to 34 age group constitutes 13% of the fast food consumers. 

The 35 to 55 age group constitutes 25% of the fast food consumers mostly family 

oriented dining. 

Income range of fast food consumers $20,000 - $74,000 range.  
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Marketing Mix: 

Product: 

Loyalty cards will come in the form of a plastic card that gets scanned every time a purchase is 

made so that the customer and reward information is stored in a computer. The loyalty card 

includes the company’s logo, business name, address and contact information. The customers 

will have the ability choose from six different logo designs for their card and or create their own 

picture for their card. Creating their own picture for their card would be an option for online 

users only. (Appendix E) With this card, the customer will have the ability to see the balance of 

their points or rewards on their printed receipt they receive in the store or the customer could go 

online so the web address where customers can look up this information included as well on the 

back of the loyalty card. 

Promotion: 

Let the customer know about the program. The in store customers would be given a loyalty card, 

with the card they would also be given an application to fill out. Once they filled out the 

application for the loyalty card they could bring it back into the store or mail it directly to the 

company. There will also be an option to fill out the application on line at the company’s 

website. (Appendix F). Filling out and returning the application would be strictly voluntary, 

however if the application is returned, the customer could receive more benefits and discounts 

than those who do not fill out the application and return it.  
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& Once the rewards program starts, let customers know about it with advertisements, in-store fliers 

and by having employees advertise the loyalty card program to the customer. 

e Provide the customer with good service. Customers value service, information regarding 

products and services, and information about store policies. Make sure that all employees 

are trained to explain the loyalty card and how it works to customers. There is no point 

in creating a customer loyalty card program if a business does not practice these 

fundamentals, because customers will only see the program as a stunt to attract business. 

In Store and On line Advertising — use web site as an opportunity to get customer 

feedback on loyalty card and survey other markets to see it customers are interested in 

card. 

Place: 

The loyalty card program will take place in each White Castle Restaurant system wide, on the 

White Castle website and face book. Those consumers using the web site, or face book can sign 

up for the crave card instead of the application that the in store customer’s would receive. After 

signing up for the loyalty card, the customer would receive their card in 3 to 5 business days in 

the mail. 

Price: The loyalty card will be free for all customers both internal and external. 

It would cost each store approximately $800.00 for the price of the equipment to operate the 

loyalty card program.  
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IMPLEMENTATION AND CONTROL OF MARKETING PLAN 

White Castle will plan to run the loyalty program for a long period of time. The point of a loyalty 

card program is to keep customers interested in a business for years to come. Therefore, White 

Castle must plan to wait for a customer to build up as many “points” as necessary to redeem a 

reward that is worth the wait and money spent towards it. 

White Castle’s intentions for the loyalty card program: 

Introduce in test market — A small market such as Indianapolis which has only 40 

stores. Test market loyalty card for period of six months to a year. Make changes as 

necessary, and then continue to test for an additional six months to a year. 

Set Standards for points and redemptions - set a specific point accumulation standard 

on products and specific awards for redemption for customers. This could be in terms of 

buy five drinks, get one free. 10% off with every purchase, etc. 

Rewards and Incentives. - Multiple reward and incentive options can be linked to the 

location, purchase, product and or historical information. These options set the 

parameters for instant rewards and incentives to customers. For example a store that is 

located near a college campus such as Lafayette, Bloomington, Anderson and Terre 

Haute, an incentive could be made at these locations during back to school week for the 

college students. 

Customers Accumulate Points on their Cards. With each visit, customers have their 

balance checked. They can accumulate points with every purchase. Points will be based 

on amount spent during purchase and if promotional items were purchased during the 

visit.  
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Loyalty Cards Collect and Manage Marketing Data. In addition to coordinating 

loyalty cards and points, the loyalty system can collect and manage valuable marketing 

data from all transactions that use loyalty cards, including data about customer 

demographics, purchase frequency, product types purchased, and geographic area. This 

information will be analyzed for future uses of the loyalty card and to improve the loyalty 

card before introducing it into all regions. 
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SUMMARY 

The objective of a loyalty card program is to retain regular customers, to increase 

commitment from occasional customers and to acquire new ones. Serving the customer both 

internal and external is what the loyalty card program does best, it tracks and rewards loyal 

customers. Many times those loyal customers will come back because of the loyalty card 

program. This is a way of increasing the flow of traffic and spreading the word about the 

company and the service. This is highly beneficial for a company who wants to have the greatest 

knowledge of their business, how it works, and the consumer trends and interests in the business. 

The benefits of having a loyalty card program at White Castle include more job 

opportunities (someone would have to be in charge of program), would help increase 

transactions per store (more repeat customers trying to earn points), it would increase exposure 

to website (customers could utilize website to check point’s etc.), and White Castle would be the 

only quick service restaurant with a loyalty card. The customer enjoys the individual 

recognition, the personalized service, the fast and convenient transactions and the advantageous 

payment and service conditions which overall will make the customer more loyal to the company 

as he or she sees the company rewarding them for their business. White Castle benefits 

economically from a database containing detailed information on regular customers. The 

database can be used to provide personalized service, to target direct mailings and other 

advertising, and for more effective planning and stock keeping. It would allow White Castle 

to make decisions based on primary data. 

Another great benefit of the loyalty card program is how well it monitors sales, customer 

trends, and so on. It follows buying behaviors and records the frequency of consumer visits. This  
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is highly beneficial to someone who wants to have the greatest knowledge of their business, how 

it works, and the consumer trends and interests in their business. White Castle could use the 

loyalty card to its full potential, being able to apply the advantages to the company. They could 

use it to monitor customer sales; this would be a valuable piece of information as it shows what 

people go to White Castle to buy. If there was a loyalty card program, White Castle could see 

how often people buy that product. White Castle would have access with a loyalty card, of the 

types of people that shop at White Castle. This would help in their promotions, The customer 

enjoys the individual recognition, the personalized service, the fast and convenient transactions 

and the advantageous payment and service conditions, but not only this, through the loyalty card 

system, White Castle will be able to actually find out what more people think about their service 

and the customers will be able to show their support. 

With the information on where people live White Castle can send them advertisements to 

draw more customers into the stores, with this information they can get new products know and 

special offers into people houses so that they come into the store, this increases sales 

which any store wants. By offering such a personalized service to customer White Castle would 

be promoting their image and gaining customers through word of mouth. The amount of valuable 

market research that the company would be getting would be so vital to the company’s future 

and its survival against rival quick service restaurants. 

To implement a loyalty card program into each restaurant within White Castle Systems, 

INC., the estimated cost is roughly $800.00 per store. ($336,000 * 420 stores) (Appendix G) 

This would include all the software, kiosk for each store, training materials and initial advertising 

for each location. It could be less if White Castle can incorporate the loyalty card into their own 

point of sale equipment.  
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The plan to implement a loyalty card program into the White Castle Restaurant would be 

a valuable asset to the company. White Castle prides itself on standard setting leadership. To be 

the first fast food establishment to incorporate a loyalty card program for its customers, not only 

lives up to the vision, but lets customers, both internal and external, and the communities in 

which they operate in, know that in these uncertain economic times that they care and appreciate 

their customer for being loyal to the brand. 
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APPENDIX A 

White Castle Indianapolis Area Sales & 

Transactions History 
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Sales Transactions 

2007 - $44,352,285.77 2007 — 7,400,234 

2008 - $46, 908649.31 2008 —- 7,310,000 
2009 — $46,168,571.99 2009 - 6,897,730 
2010 - $46,144,995.70 2010 - 6,800,839  
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White Castle Systems Indianapolis Area 

Customer Survey - Accuracy 2007 -2010 
8% 

96.62% 

White Castle Systems Indianapolis Area 

Customer Survey - Cleanliness 2007 -2010 
77.05% 77.71% 

71.04% 

97.39% 
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White Castle Systems Indianapolis Area 

Customer Survey - Friendliness 2007 -2010 

88.03% 

SAY 

White Castle Systems Indianapolis Area 

Customer Survey - Food Quality 2007 -2010 

88.17% 
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APPENDIX B 

White Castle Systems Indianapolis Area 

Customer Survey - Likely to Return 2007 -2010 
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APPENDIX C 

White Castle Systems Indianapolis Area 

Customer Complaints 2007-2010 
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APPENDIX E 

Logo options for loyalty card: 

  

Corp Logo 
  

  

  

  
Love Logo 

  

(White Castle Management Company, 2011) 

Rewards for card options: 

Lil Craver Card: $2.99 meals every visit. 

Classic Card : Free Drink with purchase 

Shield Card: Free promotional item with purchase 

Corp Logo Card: 10% off every visit 

Retro Card: Purchase WC for .25 each 

Love Logo Card: Buy one get one free. 

Own Design: Choose your reward   
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Getting a CRAVE CARD is easy and it is FREE! 

Simply fill in the loyalty card application form below. You will receive your own CRAVE 
CARD and become a member of our loyalty program and you will start to collect points, 

freebies, special offers and gifts each time you visit a White Castle location. 

Name Mr / Mrs / Miss 
  

Address 
  

  

  

  

City 
  

Zip code 
  

Preferred phone Number 
    

Email Address 
  

Date of Birth 

(dd/mm/yyyy) 

Number of Family Members 

Average $ spent on each visit.. 

Please choose a logo: 

(Appendix E would be placed here) 

I have read and understood the conditions of the Loyalty Card and the application is correct to 
the best of my knowledge. 

Signature 

Date 

(Sample Loyalty Card Application)  
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Budget 

  

Expense Quantity 

  

Media Expenditures 

  

Advertising - media 1 month $14,300.00 

  

In Store signage 420 stores $19,525.00 

  

  

Production Expenditures 

  

Kiosk, equipment and software 

420 stores $336,000.00 
  

    $369,825.00 
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