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Banking behaviour after the lifecycle event of "moving in together":

An exploratory study of the role of marketing investments

Abstract

This study addresses an important issue for both managers and researchers: whether it is
advantageous for financial services providers to invest in youth marketing. More
specifically, the effectiveness of these investments is evaluated in terms of retention
proneness once youngsters enter the lifecycle event of “moving in together”. The study
identifies eight constructs of youth marketing and contrasts their impact against the best
deal when youngsters decide to move in together and consequently experience the need
to buy their first collectivized financial products, such as a joint account or a mortgage
for their new home. Furthermore, the influence of the partner, prior patronage behaviour,
customer demographics and psychographic variables are tested for. The findings of the
study reveal that (i) individuals are likely to change their banking behaviour during
crucial lifetime events such as moving in together, (ii) not all youth marketing
investments are equally effective, while (iii) the best deal components (e.g. convenience,

price conditions, etc.) have a major impact.

Keywords: Marketing; Banking; Strategic planning; Ordered logit analysis.

1. Introduction

According to McNeal (1999) a company has two major sources of new customers: either
they are lured away from competitors (that is, “switched” customers), or they are
developed from childhood (that is, “nurtured” customers). When considering the financial
services industry, it is clear that the need for financial products and services strongly
depends on the individual’s position in his/her lifecycle. The literature suggests five

lifecycle stages:



(1) the “bachelor” stage, where the focus is on saving for future purchases,
borrowing for automobile purchase and maintaining liquidity (e.g. possession
of a current account);

(i1) the “early marriage” stage, where the emphasis is on buying a home and
taking care of the insurance needs of the family;

(i11))  the “full nest” stage, which is characterized by savings for both the children’s
education and own retirement needs;

(iv)  the “empty nest” stage, with an emphasis on savings and investment products
aiming at high returns;

(v) the “retirement” stage, which is characterized by the need to generate income
from previous investments and to maintain the standard of living during the
old age (Kamakura et al., 1991; Modigliani, 1966).

In addition, other research indicates that not every stage is as profitable (Lewis and
Bingham, 1991). Moreover, in their study, Colgate et al. (1996) reveal that profitability is
a post-graduation phenomenon. As such, from the perspective of a financial services
provider, customers only become interesting (that is, “profitable”) from the moment that
they enter the second lifecycle stage (that is, the early marriage stage). In fact, this idea
relates to the aforementioned acquisition strategies and invites to investigate whether it is
more advantageous to lure customers away from competitors once they enter the early
marriage stage or whether it is better to nurture them from their childhood. The latter
scenario, which is also often referred to as the “cradle-to-grave” strategy (Garland, 2002)
is based on the assumption that “pampered” youngsters will be more likely to patronize in
the future. On the other hand, the policy of baiting customers from competitors once they
are able to generate profits, emphasizes customers later in their lifecycle such that

investments in youth marketing are not required.

Over the last decade, a huge number of organizations have woken up to the importance of
targeting customers early in their lifecycle (Paine et al., 2002). The long-term strategy of
growing customers from their childhood is based on the assumption that youngsters will
bond with an organization when they are made to feel warm and fuzzy about its store,

brands or products (Fairlie, 1999). A characteristic of the financial services industry is



that banking and especially insurance products are perceived as “adults only” products
(McNeal, 1999). As a consequence, financial services providers that plan to target
youngsters need to develop youth privileges that concur with the youngsters’ living
environment, attitudes and beliefs. In the Belgian financial services market, several
marketing actions have been reviewed, such as free tickets for festivals, reduction at

particular stores, etc.

In this study, we explicitly assess the impact of such youth marketing investments on
youngsters’ behaviour when they decide to share a house/flat. As such, we focus on a
particular group of youngsters: that is, the ones who encounter the lifecycle moment of
moving in with their partner — which is referred to as “the early marriage stage” in
literature. As aforementioned, this time frame is important to retail banking, since it is the
start of a profitable period. Furthermore, we contribute its importance to the appearance
of a second person (that is, the life partner) who has his/her own past-banking experience
(and savings or debts) and preference with regard to financial products and services. Our
research question is very simple, but nevertheless very appealing for retail banking, and
to the best of our knowledge, has never been analyzed before:

“A man is customer with bank X, his girlfriend with bank Y. They decide

to move in together. As a consequence, new financial needs appear, such

as a joint account, a mortgage, etc. Where do they acquire these products:

At bank X, or at bank Y? Or even at bank Z? And moreover, do they

cancel existing products or services at their initial bank (that is, in this

example: bank X for the man, and bank Y for the woman) in case they

consider other financial services providers?”
In sum, this study investigates the retention proneness of customers during important
lifetime events (in this study: moving in together) and in the meanwhile explores the most
optimal timing to employ marketing budgets in favour of building valuable customer
relationships. As stated by Lewis et al. (1994, p3): “Banks, and building societies, have
regarded young people as a key market for personal financial services. They assume that
with little bank switching, attracting accounts from the young, although not profitable in

the short run, should be in the longer term. This is particularly true for the student market;



they are expected to become high net worth individuals after they have graduated.”
However, it is highly questionable whether students will remain loyal to their bank once
they graduate. In their study, Lewis and Bingham (1991) found that 36% of the
university/polytechnics students already had changed banks or building societies during
college, moreover, 32% of the youth market indicated that they definitely or probably
would change banks in the next five years. Another study (by Colgate et al., 1996) that
dealt with customer defection in the student market in Ireland, found that 17.8% of the
students changed banks per year. In addition, Lewis (1982) revealed that 92% of their
investigated first-year students thought they would stay with their present bank until their
course finished, whereas half as much (that is, 44%) believed they would continue with
the same bank after their graduation. As such, there is clear evidence that students are not
retention prone at all, and moreover, it appears that their bank switching behaviour even
explodes once they graduate. In this context, it is appealing to investigate whether youth

marketing investments are likely to circumvent that switching behaviour.

In this study, the return on youth marketing investments is contrasted with investments
during the early marriage stage that relate to the best deal. In other words, two marketing
strategies are benchmarked: (i) youth marketing investments which aim to nurture
customers in the hope to retain them once they become more profitable versus (ii) using

marketing budgets to lure customers once they are able to generate meaningful profits.

2. Conceptual background

Customer retention behaviour has received much attention in the literature. However,
most of these studies have focused on a sample of customers instead of considering
typical customer segments or lifecycle events that are likely to generate specific retention
behaviour. In this study, we focus on the lifecycle event of moving in together. As a
consequence, the sample of interest is composed of youngsters who just entered the early

marriage stage (cf. Section 1).

Despite its importance, there only exist a few studies that have investigated the banking

behaviour of youngsters (Gerrard and Cunningham, 2001). Table 1 provides a literature



review of previous research studies that have tested for the impact of youth marketing on

youngsters’ banking behaviour.

INSERT TABLE 1 ABOUT HERE

A number of interesting findings emerge from the table.

First, with respect to the investigated youth privileges, it seems that youth marketing can
be classified into three groups. The first group consists of privileges that are directly
related to banking products and services, such as free banking or a branch close to
university (that is, locational convenience). On the other hand, the second group contains
promotional actions that neither relate to banking products nor services; e.g. free tickets
for a concert. The third category of investigated privileges compares different “overall”
packages offered by financial services providers that are composed of a range of product
and service attributes. It is clear from Table 1 that the investigation of locational
convenience and free gifts dominate previous research and that many studies have tested
for the impact of a subset of youth privileges.

Second, Table 1 reveals that most studies sampled students, whereas fewer researchers
have analyzed graduates or young workers. Moreover, with respect to the former group,
most studies are limited to university students and ignored other groups (e.g. students
from colleges of higher or technical education). Hence, literature provides evidence that
most previous studies have investigated the youngsters’ actual banking behaviour or
behavioural intentions during their youth; that is, (i) the reasons why youngsters
patronize their current bank, (ii) the investigation of their past switching behaviour or (iii)
the bank they would prefer as well as the factors that are important with regard to that
decision. As a consequence, these studies fail to capture young people’s actual behaviour
after their graduation, although the literature designates this time frame as more
important to financial services providers (cf. previous section). Nevertheless, there exist
two notable exceptions with respect to previous research studies that have investigated
the behaviour of youngsters after their graduation. In their study, Lewis and Bingham
(1991) analyzed both students and young workers who follow courses on day-release at

schools or academic institutions, while Fry et al. (1973) investigated the bank



patronization process of students before, during, as well as after their stay at the
university. Especially the latter time frame and the group of young workers are in the
interest of this study and, to the best of our knowledge, represent the only studies that
have explicitly analyzed students’ behaviour after graduation by exploring a set of
explanatory variables. More specifically, Lewis and Bingham (1991) investigated the
main reasons of opening an account, the choice of a bank and the reasons for split
banking. Additionally, they performed separate analyses for each group of respondents
and found that students differ from working people with respect to the relative
importance of free overdrafts, interest rates, free gifts, etc. when opening an account or
choosing a bank. Unfortunately, a group of young workers who take some additional
courses is not representative for the global population that graduates and that we
emphasize with the transition to the early marriage stage, and moreover, the investigation
of their explanatory variables with respect to the young workers concern influences after
graduation and not the impact of previous youth privileges (cf. note the difference
between free gifts given during youth versus free gifts used to attract customers once they
graduate). On the other hand, Fry et al. (1973) analyzed students’ behaviour after
graduation by investigating a set of explanatory variables: that is, branch coverage versus
mobility, the time elapsed since graduation, past behaviour and gender. Furthermore, the
same authors also investigated the impact of student loans and the presence of a campus
branch (that is, locational convenience) on the students’ banking behaviour during their
stay at the university, but neither did test for the impact of these two youth privileges on
the students’ subsequent behaviour (that is, the time period after graduation).

Finally, it is clear from previous research that besides youth privileges, many other
explanatory variables have been accounted for in the search to understand youngsters’
banking behaviour; such as interest rates, range of services offered, parental influence,
etc. In this study, factors such as the best interest rate (e.g. on the joint account) serve as
influencers during the early marriage stage and will be contrasted with youth marketing

investments.



3. Conceptual development and research propositions

This research involves an exploratory study that attempts to gain insight into the banking
behaviour of youngsters once they experience the lifecycle event of moving in together.
The objective of the study is to evaluate the benefits of youth marketing investments and
to contrast it with the best deal during the early marriage stage. In the next paragraphs,
we present both variable categories, as well as some control variables that seem relevant
to account for in this research setting. We also attempt to formulate research propositions
by drawing on previous research studies that focused on youngsters and other studies that

investigated customers’ bank patronization process.

3.1 Youth marketing investments

The literature review generated a list of youth privileges. From that list, it was found that
besides an overall student package, two major groups of specific youth privileges have
been subject of research; that is: (i) privileges that are related to banking products or
services and (ii) privileges that do not have an affiliation with the financial services
industry. More specifically, eight different youth privileges have been investigated in
previous research: free banking, a branch close to the university (that is, locational
convenience), the availability of a youth counsellor, (free) overdraft facilities, free gifts,
shop discounts, free (or reduced) entrance to concerts/events and free participation to a
tombola or contest. Despite its importance, however, no study has explicitly tested for the
impact of these youth privileges on youngsters’ subsequent behaviour in the transition to
the early marriage stage. For instance, in the study by Mankila (2004) third and fourth
year university students were chosen as the most convenient research group as they soon
will graduate and represent the profitability period emphasized by financial services
providers.

When considering the youth privileges that have been subject of previous research, there
is overwhelming evidence that bank-related youth privileges are of major concern when
considering youngsters’ banking behaviour. Especially the proximity of a branch near to
college/university and free banking are two privileges that are often ranked as most
important to youngsters (e.g. Colgate et al., 1996; Lewis and Bingham, 1991).

Furthermore, (free) overdraft facilities also provide evidence of stimulating youngsters’



patronization likelihood (e.g. Thwaites and Vere, 1995). With respect to the availability
of a youth counsellor, literature suggests its relative importance in order to show that a
bank understands and cares about satisfying the specific needs of the youngsters (Lewis,
1982). In their study, Thwaites and Vere (1995) identified 31 influences on the choice of
a supplier, and found that the availability of a student advisor was one of them, although
the variable did not show up in the top-ten list of most important influences. As such,
literature provides evidence that youth counsellors only have a limited impact on
students’ decision to patronize a bank during their youth. With regard to the youth
privileges that are not related to the bank’s products or services, it is clear from Table 1
that fewer youth marketing promotions have been subject of research. With the exception
of the study by Smith and Van Hoecke (2000), most previous research studies only
investigated the impact of free gifts on youngsters’ banking behaviour. More specifically,
free gifts are the second most investigated youth privilege next to locational convenience.
Apart from that, literature reveals that the latter types of privileges (that is, privileges that
relate to the bank) are more important to students than free gifts. For instance, in their
study, Colgate et al. (1996) investigated the reasons why university students switched
financial services providers; the fact that another financial institution was more
convenient to the customer was found to be the most important reason for switching
providers (corresponding with a 33.3% churn rate), whereas better gifts offered by
financial competitors were attributed a fifth place (corresponding with a 8.2% churn rate).
Second, while most studies concur that free gifts only have a limited impact on
youngster’s banking behaviour, there also exist some studies suggesting that free gifts are
rather unimportant for young people and that its impact differs for different response
groups (e.g. Lewis and Bingham, 1991): Especially young workers have been found to

desire other priorities than the group of students who can be pleased with free gifts.

In summary, although no research has yet examined the impact of youth privileges on
youngsters’ subsequent behaviour in the transition to the early marriage stage, we rely on
previous research findings who have analyzed the impact of several youth marketing
actions on the precedent period (that is, before graduation). The following research

propositions will be investigated:
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Pi.: Youth marketing investments that are related to the bank stimulate retention
behaviour in the subsequent early marriage stage.

Pip: Compared to marketing investments that are related to the bank, other privileges
have a more limited impact on young people’s behaviour during the early marriage

stage.

3.2 Variables relating to the best deal during the early marriage stage.

Table 1 revealed that besides youth privileges, many other variables have been subject of
research. In these studies, it was found that factors such as interest rates on accounts,
bank charges, the availability of electronic services, the range of products offered, etc. all
represent important criteria to young people when choosing a bank (e.g. Colgate et al,
1996; Ta and Har, 2000). Furthermore, Lewis and Bingham (1991) revealed that young
workers have other priorities than students; they are believed to attach more importance
to high interest rates in their decision to choose a bank, whereas students rather prefer
youth privileges (e.g. such as free gifts). In the context of this study, we consider all these
factors (e.g. interest rates, charges, ranges of services, etc.), at the moment young couples
decide to live together and experience the need to acquire collectivized products, (that is,
the transition to the early marriage stage) as specific components of the “best deal”.
Based on previous findings, we expect that the best deal has a major impact on the
youngster’s banking behaviour. In addition, the best deal in contrast to previous
experienced youth privileges, relates to the underlying research objective postulated in
this study; that is: The question whether it is advantageous to please students with youth
privileges in the anticipation that these marketing investments will translate into
subsequent retention proneness and profitability or whether it is better to bait young
couples with the best product deal when they experience their first collectivized financial

needs.

P,: Factors related to the “best deal”, such as interest rates, charges, the range of services
offered, etc. have a strong impact on youngsters’ banking behaviour when entering

the early marriage stage.
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3.3 Control variables

Although the primary focus of this study is to investigate whether investments in youth
marketing are worth the effort, we decided to account for other variables that might be
important in the search to understand young people’s behaviour in the transition to the
early marriage stage. After careful review of the existing literature and some expert
interviews with both branch managers and youngsters that belong to the emphasized
lifecycle stage, we identified four control categories. These include: the partner’s

influence, prior patronage, customer demographics and psychographic variables.

The partner’s influence. It is clear from our research setting that the early marriage
stage is characterized by the appearance of a second person. When couples decide to
marry or to cohabit, they can either pool their properties and financial assets together or
prefer to move in together by means of a “common pot” for their joint expenditures
(Treas, 1993); nevertheless, both decisions involve a collectivized financial organization.
Furthermore, with respect to financial products and services, it is plausible that a man
(woman) is customer with other providers than his (her) partner. Moreover, both persons
have their own past banking behaviour, preferences and experiences with respect to their
banking agency and its personnel. More specifically, it is possible that both persons
experienced outstanding youth privileges, and now need to decide where to open their
collectivized products. In sum, in the context of the early marriage stage, the life partner
is likely to represent a significant impact on the family’s actual and future relationships

with financial services providers. As such, we state the following research proposition:

P;: The partner plays an important role in the banking behaviour of the individual when

entering the early marriage stage.

Prior patronage. Both the youth marketing literature and other studies that have been
investigating the bank patronization process of customers revealed the importance of past
banking behaviour. For instance, Reinartz and Kumar (2003) found that behavioural
exchange characteristics, such as monetary value and cross-buying, are strong predictors
of future customer behaviour. With respect to youngsters, Fry et al. (1973) analyzed

students’ behaviour after graduation and found that having a history of patronage
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increased the chance of remaining with that bank when graduated. Hence, we assume that
prior patronage is likely to act as an important predictor of youngsters’ subsequent

behaviour in the early marriage stage.

P4: The youngster’s prior patronage has a strong impact on his/her subsequent banking

behaviour in the transition to the early marriage stage.

Customer demographics & psychographics. It is clear from Table 1 that only a few
studies have accounted for customer heterogeneity when analyzing the banking behaviour
of young customers. In their study, Smith and Van Hoecke (2000) investigated the impact
of youth privileges on the bank choice of secondary school students and revealed that
there were no significant differences for age and between male and female students. In
contrast, Fry et al. (1973) found that male university students had a higher probability of
remaining loyal to their bank once graduated compared to their female counterparts. In
addition, the latter authors ascribed this finding to the situation in which some females
married after graduation and consequently switched to their husband’s bank. However, in
modern society, important steps towards gender equality have been taken, due to the
increased independence of women, education, feminism, etc. Furthermore, we also
assume that other demographic and psychographics variables, such as the individual’s
education level, his/her involvement towards a bank, are likely to play an important role
in the banking decision process during the early marriage stage, since previous research
investigating customers’ retention proneness revealed its importance (e.g. Ganesh et al.,
2000, Van den Poel and Lariviere, 2004). Finally, when investigating young people’s
behaviour in the transition to the early marriage stage, we believe that it is appealing to
additionally test for the impact of some typical demographic variables such as having

children, time elapsed since moving in together, etc.

Ps: Customer demographic and psychographic variables are likely to influence

youngsters’ banking behaviour in the transition to the early marriage stage.
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4. Exploratory research design

The present study builds on previous research that both analyzed and introduced the
importance of young people’s banking behaviour. Further, this study is additionally
concerned with the conceptualization of a measurement tool to assess the impact of youth
privileges as well as other factors that might be important to the banking behaviour of
youngsters in the transition to the early marriage stage. In the next subsections, we

present the different steps involved in this exploratory research.

4.1 Literature review and interviews with key informants

At the preliminary stage of this study, a review of the current youth literature revealed a
number of factors that affect youngsters’ banking behaviour while being at
university/college. These factors formed the basis for the expert interviews which were
undertaken with a view to provide a clear and up-to-date insight into the various drivers
of the youngsters’ banking behaviour in the subsequent early marriage stage. As such, the
data collection commenced with in-depth interviews of key informants. Two groups of
informants were approached: that is, agents of financial services providers and couples
that just entered the early marriage stage and consequently performed some collectivized
financial transactions. The first group comprised interviews with four branch managers
that belong to the largest Belgian financial services providers, whereas the latter
interviewees included six young couples, of whom three couples had just entered the
early marriage stage and the other couples had been living together for a longer while and
had already taken out a mortgage for their new home. This stage of the exploratory
process resulted in potential drivers of youngsters’ behaviour. Besides the two variable
categories that logically follow from the research setting (that is, youth marketing
investments operationalized by means of youth privileges, and variables relating to the
best deal) we decided to account for the influence of the partner, prior banking behaviour,
customer demographics and psychographics.

In addition, we also tested for the level of recall in this stage of the research. As follows
from the research setting, individuals are asked to reflect on the privileges they benefited

from during the period before moving in together. As such, we explicitly tested for the
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ability of individuals to remember some experienced youth privileges, as well as past
banking behaviour. It was clear that youngsters were able to remember (i) which financial
products and services they had bought from the moment of living together until the date
of filling in the questionnaire (that is, a period of maximum five years) by means of a
checklist, (ii) where they bought them (that is, with their main bank before living together
or with another financial services provider), and (ii1) whether they had cancelled some or
all financial products without going into detail. With regard to the experienced youth
privileges, the pre-test revealed that youngsters were quite able to indicate the youth
privileges they received while being at university/college by means of an aided recall list.
However, for some privileges it was suggested that it would be easier to remember them
when they were concretized with real examples, such as “a backpack, a calculator, etc.”

for the “free gifts” privilege.

4.2 Conceptualization of the questionnaire items

The second stage in the exploratory process was concerned with the conceptualization of
the questionnaire items. Table 1 revealed that eight specific youth privileges have been
subject of research. We assessed the suitability of these eight items. Furthermore, we paid
special attention to the level of recall. As aforementioned, it was clear from our focus
groups that youngsters were quite able to recall the youth privileges that they received
while being at university/college. However, some respondents suggested that it was
easier to remember privileges when they were concretized with real examples, such as “a
backpack, a calculator, etc.” for the “free gifts” privilege. Furthermore, all key informants
had problems with the “(free) overdraft facilities” item; they did not remember or even
know the existence of such a privilege. Therefore, we decided to formulate some general
items about products, as well as services and banking personnel as experienced during
youth, by introducing transactional and relational satisfaction items (e.g. Ganesh et al.,
2000). The latter satisfaction items were chosen due to the fact that some informants
indicated that “they were very satisfied about their banking agent” as being a reason to
remain loyal, although they had no access to a specific youth counsellor. Furthermore,
our interviews with key informants revealed that the (youth) image of a bank was very

important. More specifically, one major financial services provider of the Belgian market
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is known for its typical youth marketing and image campaigns by means of a wide
variety of youth privileges. Second, another financial services provider was desired for its
reductions to go to the movies, such that it was inviting to include a specific “cinema”
privilege next to the “shop discounts” and “free or reduced entrance to concerts or
events” items. Finally, we also decided to split the “free banking” item into a product
related and a services related component. In summation, (i) our item-generation process
for the youth privilege constructs started from the eight items that were indicated by
previous research, (i) some items were fine-tuned (e.g. with examples), (iii) new items
were introduced (e.g. reduction for the cinema), and (iv) one item (that is, overdraft
facilities) was replaced by both transactional and relational satisfaction items.

Besides youth privilege constructs, also other constructs are accounted for in this study.
First, with respect to best deal, we considered different sources to generate appropriate
items; that is: previous youth studies and specific literature emphasizing the intended
constructs were employed and further revised with the insights resulting from the
interviews with the key informants (cf. Section 4.1). More specifically, we used items
from Cronin et al. (2000) to measure the quality of the service. Further, we developed
“personalized offer” items based on the empathy construct as proposed by Parasuraman
et al. (1991) and we additionally formulated two specific “best offer at best price” items
as suggested by the focus groups. These two items typically refer to the transition to the
early marriage stage and comprise the best price conditions for both products and
services at the moment that couples decide to move in together and consequently need
their first collectivized financial products. With regard to the locational convenience
items, we employed three items identified by Rust and Zahorik (1993) who analyzed the
key attributes of customers’ ongoing relationships with their primary bank. These three
items were further adjusted to our research setting; for instance “the locational
convenience of the bank to my home” was replaced by “the locational convenience of the
bank to my new place of residence since living together”. Additionally, two items for the
“ease of transaction” convenience were formulated since previous research revealed the
importance of using ATM’s, etc. for youngsters (Goode and Moutinho, 1995). For the
image questions we formulated three items, of which one “overall reputation” measure is

based on the items proposed by Goldberg and Hartwick (1990) and the two other items
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are inspired from a study by Wu and Petroshius (1987) and comprise more concretized
items of the bank image. Finally, it was clear that most youth studies revealed the
importance of the range of products offered when considering youngsters’ bank
patronization process (cf. Table 1). As such, we formulated items capturing the bank’s
product supply, including one specific item reflecting whether the bank also offers
insurance products, since the focus groups revealed its importance.

Second, regarding the impact of customer demographics on banking behaviour, both
previous research and our interviews with the key informants revealed the importance of
customers’ involvement towards a bank. For this study, we decided to test for the impact
of bank involvement, as well as involvement with respect to the purchase decision, since
our research setting implies the opening of new financial products in the transition to the
early marriage stage. For the first construct we formulated three items capturing the
customers’ interest in the financial market and stock exchange, similar to the study by
Srinivasan and Ratchford (1991) who formulated involvement items for the automobile
industry. For the second construct we drew inspiration from a study by Ganesh et al.
(2000) who offered specific purchase involvement items. Based on the latter study, we
formulated two specific purchase involvement items that are relevant to product
acquisition decisions that emerge in the transition to the early marriage stage.

Third, in order to capture the role of the life partner, we decided to additionally create
constructs that reflect the relative influence of the partner on both bank selection
decisions and transactions. Similar to the involvement constructs, we decided to create
two specific “relative partner influence” constructs of which one emphasizes the daily
bank transactions and the other construct comprises items that relate to the purchase
decision. Since such scales do not exist in the literature we decided to develop them
ourselves in the same format as the “global influence” scale by Corfman (1991) who
measured the perceived influence of the spouse by means of 100-point constant-sum
scales.

Fourth, in this study we also control for the impact of youngsters’ prior patronage and
some demographic variables. Furthermore, we also account for the relationship between
the partner’s bank and the respondent’s previous main bank due to the conceptualization

of the dependent variable (cf. Section 4.5), but also because of its suggested importance
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indicated by previous research. For the prior patronage variables, we stated some
questions in our survey that enabled us to define the respondent’s split-banking
behaviour, his/her share-of-wallet with respect to his/her previous main bank and whether
he/she changed from main bank while being at university/college. All three variables are
measured at the time before moving in with the partner. Next, for the customer
demographic variables, we included the respondent’s age, gender and education level.
The latter variable is conceptualized as a dummy variable that takes on the value of “1”
for the individuals with a college or university degree (and the value of “0” in the other
case). Additionally, we considered some demographic variables specific to the early
marriage stage: whether the respondent married, whether he/she already had children, as
well as the time elapsed since living together. Finally, with respect to the relationship
between the partner’s bank and the respondent’s previous main bank, we defined a
dummy variable that expresses whether the (or one) bank patronized by the partner

corresponds with the previous main bank of the respondent.

4.3 Pre-test of the questionnaire

Next, the composed scales of the initial version of our questionnaire were pre-tested in a
small sample, and revised on the basis of its results — as suggested by Churchill (1979).
45 respondents participated into the questionnaire. The objective was to form an idea of
the suitability of the proposed items for the intended constructs. For example, we
developed new items for the “relative partner influence” variables similar to the
involvement scales, but based on the format of the 100-point constant-sum scales as
proposed by Corfman (1991). The pre-test supported these proposed items, and suggested
evidence for distinct and reliable constructs. With regard to the youth privilege items, the
first exploratory factor analyses suggested the existence of many single-item constructs.
In Section 6.1 we provide more detailed information about the constructs and its

corresponding items.

4.4 The final questionnaire
The final stage of the data collection process involved the questionnaire participation of

young people who just entered the early marriage stage. Two teams of interviewers
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approached youngsters in Belgian shopping centres. We interviewed shoppers in five
different shopping centres scattered all over the Flemish part of Belgium (that is, one
shopping centre per province) and we selected them based on their gender and the
number of habitants per province (that is, a quota sample).

We approached both “single halves” and “complete couples”, since not all young couples
patronize shopping centres together. However, in the latter scenario, we only allowed one
person per family to participate into the survey; the other partner (and their children) had
the possibility to continue shopping or to have a free drink as well. Since we selected
respondents in a shopping centre, we made use of the local pubs’ furniture (a table and a
chair) to organize the survey. In exchange for making use of their infrastructure, we paid
a drink for every individual (and eventually the rest of his/her family) who filled in the
questionnaire. A difficulty was to motivate individuals to participate into the survey
while shopping. As such, we approached potential respondents by saying that: “Are you
willing to participate into our survey; you can fill in the questionnaire in the local pub of
the shopping centre while we offer you (and eventually the rest of your family) a free
drink. Moreover, 10 participants make a chance to win a ticket for two for the movies,
while 1 participant will win 250 euro based on sweepstake tombola”. Furthermore, once
completed the questionnaire, we said to our respondents that they may keep the ballpoint
with which they filled in the questionnaire. The critical reader of this paper could make
the remark that these incentives are somewhat related to the “free gifts” and
“tombola/contest” youth privileges under investigation in this study. As such, the
incentives used to motivate individuals to participate into the questionnaire (= free drink
and tombola) could potentially affect the salience of the “free gifts” and
“tombola/contest” youth privileges. Fortunately, we were able to test this potential
unwanted effect by comparing the scored youth privileges items of the pre-test with those
of the final questionnaire. The results of this investigation revealed that there were no
significant differences.

Finally, we also restricted our sample to individuals who recently (that is, less or equal
than approximately five years) decided to live together and already opened collectivized
financial products, such as a joint account, a mortgage, etc. The original sample size was

302 respondents. However, it was clear that not every response was serious or useful,
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since some questionnaires were incomplete or some individuals just did not yet acquire
collectivized financial products since living together, although they pretended the
opposite when they agreed to participate into the questionnaire; such that the final sample

contains 291 responses.

4.5 Conceptualization of the dependent variable

From all previous studies that have been investigating youth privileges, most of them
provided its respondents with a list of potential influences of the bank patronization
process and asked them to rank the items in sequence of importance or requested to
indicate the most important ones. Unlike previous research, we adopt a more
comprehensive perspective on the measurement of the dependent variable by
conceptualizing the decision to open and close financial products into one dependent
variable. As is evident from our research setting, the decision to live together often
implies that couples are confronted with different banks, since it is plausible that both
partners patronize other banks. Moreover, previous research provides evidence that many
youngsters are customer with more than one bank (Thwaites and Vere, 1995). Hence, our
research setting implies a very complex structure of different financial services providers,
since not only the banks of two persons are involved, but also other providers that try to
bait young individuals with attractive offers need to be considered. Therefore, we decided
to focus on the “main” bank of the respondent before he/she decided to cohabit and,
consequently, to control for the respondent’s previous banking behaviour, as well as the
link with the financial services providers patronized by the partner. We defined the
“main” bank as the institute a youngster was doing most business with; for reasons of
readability we will further refer in this article to this bank as the “previous main bank” of
the respondent. When young people enter the early marriage stage, it is clear that they not
only acquire new products, such as a joint account or a mortgage, but also can cancel
products with their previous main bank. In this study, we integrate both former decisions
into one dependent variable, such that the variable reflects the global retention proneness
of the respondent in the transition to the early marriage stage. More specifically, our
dependent variable is encompassed with three different scenarios. The first scenario

reflects the situation in which the respondent has opened all the collectivized products,
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but neither has cancelled any financial products nor services with his/her previous main
bank. On the other hand, the opposite scenario represents the situation characterized by a
full defection or a complete switch of the respondent from his/her previous main bank to
another financial services provider. The remaining scenario reflects all other cases that
can be situated between the two former and extreme scenarios. More specifically, our
dependent variable takes on three values: the value of “1” is attributed to the first
scenario, the opposite scenario receives the value of “3”, whereas the “between” scenario
gets the value of “2”. As such, our dependent variable involves three “ordered” cases, in
which a lower number represents a more desirable scenario in the context of a financial
services provider. In this study, 31.62% of the respondents reported full retention
proneness (that is, scenario 1) to their previous main bank, whereas scenarios 2 and 3
represent 56.70% and 11.68% respectively. As such, less than one third of the research
sample represents the desired retention scenario for a financial services provider, whereas
more than 10% of the respondents stated that they fully switched to another provider. In
the next sections, we elaborate on this particular retention behaviour by investigating the

impact of the various drivers that are subject in this research.

5. Research methodology

In this Section, we elucidate on the methodological underpinnings of the ordered logit
model. First, we present the model specification and the corresponding model
assumption. Next, we elaborate on the predictive capability of the model and its

explanatory variables.

5.1 Ordered logit

As is clear from the previous section, our dependent variable emphasizes youngsters’
retention proneness in the transition to the early marriage stage and is conceptualized
based on both the acquisition and cancellation of financial products with the respondent’s
previous main bank. The dependent variable takes on the values of one through three, in

which the value of “1” corresponds with the best scenario for a financial services
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provider, characterized by full retention proneness, whereas the value of “3” denotes the
opposite scenario, and the value of “2” represents the cases that fall between the two
extremes (cf. Section 4.5). As such, all possible categories are ordered in the sequence j =
1, 2, 3 in which a lower number corresponds with a higher retention likelihood to the

previous main bank. The ordered sequence enables us to define cumulative probabilities:
J
(1) F, = Z‘; Pin

In words, Fj; represents the probability that individual i is in the jth category or lower, by

which the log-odds for a individual i can be written as follows:

2) log) — £
(6} =a.+ .
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As such, the explanatory variables predict the probability of being in a lower category,
rather than in a higher category; or in the context of this study: predict the probability of

being more retention prone to the previous main bank.

As is clear from Equation 2, the ordered logit models imply a proportional odds
assumption, since the parameter estimates f are related to x; and not to x; (Lee, 1992).
More specifically, the null-hypothesis states that the estimated parameters S are
proportional with respect to the probability of being in a lower category, ordered by the
sequence of j = 1, 2, 3. In other words, the ordered logit models only provide one
estimate per explanatory variable because of its proportional odds assumption. When the
proportionality assumption is violated for a specific explanatory variable, literature
suggests opting for “unordered” multinomial logit models (e.g. Allison 1999). These
latter models allow parameter estimates for each combination of categories. In this study,
we have three values for the dependent variable. As a consequence, we obtain three
parameter estimates for the violated cases: 1 is compared to 2, 1 to 3 and 2 to 3. Hence,
the multinomial logit model can be interpreted as a set of binary logit equations in which
each equation corresponds to a comparison between two of the categories of the
dependent variable. Alternatively, in this study, one could argue to run three binary logit

models separately instead of using a multinomial logit model. However, this approach is
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known to be less efficient and inferior to the multinomial logit model, since the obtained

standard errors will be biased (Allison 1999).

5.2 Performance Criteria

The objective of this study is to evaluate the benefits of youth marketing investments
against other factors such as the best deal, the partners’ influence, etc. In order to discuss
the importance of specific variables, we look at the univariate performances of each of
the explanatory variables by comparing the real outcome with the predicted one. Further,
we also consider combination of variables in terms of their ability to capture the variance

in the retention outcome variable.

The rank correlation of observed responses and predicted probabilities is given through

the following formula:

n,+05(—n,—n,)
t

3) c

In which ¢ represents the total number of pairs with different observed responses. In other
words, each combination of observations is considered in case both respondents reported
another retention outcome (cf. in this study, we consider three different response levels:
1, 2 and 3). A pair is called “concordant” if the observation with the lower response value
has a lower predicted mean score than the observation with the higher ordered response
value. If the observation with the lower ordered response value has a higher predicted
mean score than the observation with the higher ordered response value, then the pair is
labelled as “discordant”. If the pair is neither concordant not discordant, it is a “tie”. As
such, n. and n, respectively represent the number of concordant and discordant pairs.

The predicted mean score is obtained through the following formula:

k+1

“) 2.0 =D,
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In which £ + I is the number of response levels (that is, 3 in this study) and 7; is the

predicted probability of the jth ordered response.

Note that ¢ also represents an estimate of the area under the receiver operating
characteristic curve (AUC) in case the response is binary (Hanley and McNeil 1982). In
this study, we have three response levels for the outcome variable. The values of ¢ range
from 0 until 1, in which higher values represent better predictive accuracies and a value
of 0.5 corresponds with not using a model. In fact, the higher the value of c, the higher

the proportion of concordants and the better the model is.

6. Data analysis and results

In the next paragraphs, we present the findings of this study. First, we present the
measurement model which reveals the relevant composite measures. Next, we describe
the findings resulting from the multinomial and ordered logit models that relate the

explanatory variables to the retention target variable.

6.1 Composite measures

As our item-generation process involved both the adjustment and introduction of new
items, we first performed exploratory factor analyses to yield an initial insight into the
underlying constructs of the survey. It was clear that the obtained factor structure was in
line with the former findings of the pre-test. We obtained a 20-factor structure, which can
be related to (i) nine youth privileges, of which two constructs reflect an “overall”
measure, that is, relational and transactional satisfaction with regard to the previous main
bank, whereas the other seven privileges are more “specific”: free banking, discounts,
gifts, youth counsellor, availability of a branch close to university/college, youth image
and contests, (ii) seven “best deal” constructs: convenience to the new place of residence,
convenience to work, bank image, bank personnel, best price conditions, product

assortment and ease of transaction facilities, (iii) bank involvement and purchase
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involvement and (iv) the partner’s relative influence with respect to both the daily

transactions and the bank selection decision for new products.

Next, we assessed the obtained framework by means of a confirmatory factor analysis
using LISREL 8.5, in which we accounted for the fallibility of single-items constructs by
introducing some error variance (20%) during the estimation process, a procedure
suggested by Joreskog and Sorbom (1993, p. 37). The model findings reveal that
convergent validity is supported since all the item loadings on the respective constructs
were statistically significant (smallest t-value = 7.47). Furthermore, all pairs of constructs
were tested for discriminant validity. Each chi-square difference test indicated support for
distinct constructs, with the exception of the two satisfaction constructs that provided
evidence of not being statistically different from each other (Ay? = .3, Adf = 1).
Therefore, we decided to pool these constructs together. The fit indices for the final
measurement model revealed an acceptable level of fit (y%s9s = 1103.74, Comparative Fit
Index [CFI] = .96, Incremental Fit Index [IFI] = .96, root mean square error of
approximation [RMSEA] = .045). Furthermore, the Cronbach’s a’s provide evidence of
internal consistency. Given these fit indices, our final model indicates that our measures
are reliable and valid reflectors of the intended constructs (Johnson and Bharadwaj,
2005). In the appendix, we present the LISREL model, the final constructs and the

corresponding Cronbach’s a.

6.2 Drivers of banking behaviour in the transition to the early marriage stage

The explanatory variables under investigation in this study are presented in Table 2.

INSERT TABLE 2 ABOUT HERE.

In Table 3, we report the findings of the ordered logit models, in which we tested for the

proportional odds assumption for each individual explanatory variable. The models are

performed using SAS 9.1.
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INSERT TABLE 3 ABOUT HERE.

It is clear from Table 3, that the proportional odds assumption is not satisfied for each
explanatory variable (that is, when the p-value in the third column is significant),
meaning that its estimated parameter £ is not proportional with respect to the probability
of being in a lower category, ordered by the sequence of j = 1, 2, 3. Therefore, we
decided to run “unordered” multinomial logit models for the violated cases, as suggested

by Allison (1999). These results are presented in Table 4.

INSERT TABLE 4 ABOUT HERE.

Finally, we also performed some models in which we assessed the predictive power of
some subsets of explanatory variables. The models and their corresponding c-values are
reported in Table 5. More specifically, Models 1A, 1B, 1C and 1D encompass the
variables relating to youth marketing investments, whereas Model 1E adds the prior
patronage variables. On the other hand, Model 2A includes the best deal variables,
whereas Model 2B supplementary adds the partner’s influence variables. Finally, Model
3 tests the predictive accuracy of our model by including all the variables under
investigation in this study. Summarized, Models 1 in contrast to Models 2 emphasize the
underlying research question of this study: that is, whether investment in youth marketing
is worth the effort or whether the best deal during the early marriage stage is the only
thing that matters.

INSERT TABLE 5 ABOUT HERE.

In the next paragraphs we discuss the findings of the former research models.

First, Table 5 reveals that all the independent variables under investigation are
responsible for a 52.8% increase (that is, 26.4/50) in terms of predictive accuracy
compared to the null model (that is, a c-value of 0.764 for the full model). Furthermore
when comparing the c-values in Table 3, it is clear that the best deal variables have the

greatest impact on youngster’s banking behaviour in the transition to the early marriage
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stage. More specifically, it is clear from Table 3 that a personalized offer
(BD_PerfBaPers) and the best conditions (BD BesPricCond) along with a strong bank
image (BD_image) during the early marriage stage, as well as the overall satisfaction
with regard to the previous main bank (YP rel tra sat) and the fact that both partners
coincidentally patronize the same bank (PI_SameBa) are the most important factors when
moving in together.

Second, our findings reveal that “specific” youth privileges that relate to the bank only
have a limited impact by means of the bank image and the availability of a youth
counsellor (hence, partial support for Research Proposition 1a). In addition, the findings
indicate that the other “specific” privileges, that do not relate to the bank, are even of
minor importance (hence, support for Research Proposition 1b), since only reductions for
books, cd’s, concerts, cinema, etc. seem to be effective, whereas free gifts or tombolas
are far from significant.

Third, it is nevertheless striking that the overall perception with respect to the relational
and transactional aspects of the previous main bank (YP rel tra sat) plays a major role,
and even dominates all the other and specific youth privileges.

Fourth, it is clear from Tables 3 and 4 that the best deal is extremely important for young
couples who just decided to live together (hence, support for Research Proposition 2).
Fifth, when considering the partner’s influence, we only observe that patronizing the
same bank (PI_SameBa) has a significant impact, whereas the partner’s influence with
regard to both the daily bank transactions and the bank selection process for new
collectivized products do not affect the behaviour in the early marriage stage (hence,
partial support for Research Proposition 3).

Sixth, regarding the youngsters’ behaviour prior to the early marriage stage, the findings
suggest that the banking behaviour just before the early marriage stage has a significant
impact (that is, split banking and share-of-wallet), whereas behaviour situated a longer
time ago (that is, change banks while being at university/college) does not seem to have
any influence (hence, partial support for Research Proposition 4).

Finally, with the exception of the respondent’s gender, we find evidence that all customer
demographics and psychographics under investigation in this study affect the banking

decisions in the early marriage stage (hence, support for Research Proposition 5).
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7. Discussion

7.1 Implications for managers and practitioners

Our study addresses an important issue for both managers and researchers: whether it is
advantageous for financial services providers to invest in youth marketing. There is no
doubt that attracting youngsters is very expensive. Moreover, there exists ample evidence
of inappropriate marketing actions aimed at young individuals that did not fit the bill
(Paine et al., 2002). As such, one can lose twice due to the cost of a pointless investment,
as well as the damage caused by the inappropriate action. This study assesses the impact
of youth privileges, such as free gifts or a youth counsellor, on youngster’s subsequent
banking behaviour in the transition to the early marriage stage. More specifically, the
underlying research goal of this study is to test whether investment in youth marketing is
worth the effort or whether the best deal during the early marriage stage is likely to undo
all the undertaken investments. It is clear from our study findings, that the best deal
dominates young couples’ first collectivized financial needs and that “specific”
experienced youth privileges only have a limited impact. Nevertheless, one may not
underestimate the strong impact of the youngster’s satisfaction level with respect to
his/her previous main bank, as well as the impact of the situation in which both partners
coincidentally patronize the same bank. As such, our findings suggest that although
“specific” youth privileges are not that important, an excellent overall evaluation of the
experienced relational and transactional aspects are likely to generate a favourable
subsequent behaviour in the early marriage stage with regard to the previous main bank.
Second, with respect to the “patronizing the same bank” phenomenon, the results
indirectly suggest the importance of investment in youth; banks that possess a high
market share in the youth market, are more likely to have both partners being customer
with their bank. Furthermore, the prior patronage variables provide evidence that it is
worthwhile to serve youngsters just before they enter the early marriage stage. Although,
it was clear that youngsters who patronized more than one bank (that is, split banking)
showed a lower retention tendency to their previous main bank in the subsequent period,
the other variable denoting the youngster’s share-of-wallet reflected its importance with

respect to the extent to which the previous main bank was in charge of all the financial
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products and services owned by the youngster. Nowadays, the group of youngsters who
will only patronize one bank until they enter the early marriage stage is becoming scarce.
As such, having any kind of relationship with the youngster, and preferably the best
relationship in the sense of his/her share-of-wallet, before the youngster enters the early
marriage stage, can serve as a competitive advantage. From this point, it is important to
realize that privileges to please young individuals such as reductions for the movies,
concerts, books, etc are far more effective than free gifts, such as a free backpack or
contests that only favour a highly selective group of winners. In addition, it is also
relevant to notice the role of personalized advice and the bank’s image. Moreover, these
two items seem to be the leitmotiv of youngsters’ banking behaviour, since they also
show up as dominant factors with regard to the best deal. As such, it offers a viable
opportunity for retail banking managers to please youngsters by means of personalized
advice and image since these factors generate favourable banking behaviour - both during
and after the stage of being bachelor. Furthermore, this study also reveals a number of
other findings that are relevant to managers. First, it is clear that the convenience of a
bank’s branch to work and convenience to the new place of residence are two distinct
constructs. Moreover, only the latter type of convenience is important to the situation
emphasizing the transition to the early marriage stage. This finding is perhaps intuitive,
since moving in together often implies a new place of residence, but not necessarily
involves a new place of work. Nevertheless, this finding highlights the importance of
good branch coverage to retain customers when they experience lifecycle events that
involve a moving to a different place of residence. Second, the study revealed that the
partner’s influence with respect to both the daily bank transactions and the bank selection
process for new collectivized products are not significant. As such, the findings suggest
that individuals who have the most influencing power with respect to their collectivized
banking affairs not necessarily prefer their own previous main bank. In contrast, the
findings rather denote the importance of the customer’s involvement with respect to both
the bank and its selection process to be important drivers of subsequent behaviour in the
early marriage stage. Third, the study results do not support previous findings by Fry et
al. (1973) who argued that females consequently switched to their husband’s bank once

married. We found, no significant differences between men and women. Hence, for the
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investigated financial services environment it is important to realize that women are as
likely as men to take the major banking decisions. Fourth, although literature designates
university students as having more potential since they generally will enjoy higher
salaries compared to non-graduates of the same age (Gerrard and Cunningham, 2001),
this study reveals that they are less likely to remain loyal to their previous main bank.
Finally, with respect to the demographic variables that relate to the early marriage stage
itself, the findings suggest that youngsters’ retention proneness to their previous main
bank declines as the time elapsed since moving in together increases. Moreover, the
multinomial logit findings reveal that marrying or having children moves families to
choose one of the two extreme scenarios: that is, they either opt for full retention
(scenario 1) or full defection (scenario 3) with respect to their previous main bank.

In summation, when considering the effectiveness of youth marketing in terms of
subsequent retention behaviour, it is important to realize that not all investments are
equally valid. Hence, it would be a good practice to first reflect on the cost-revenue
aspect of every youth marketing investment. As is well-known, there exists many ways to
please youngsters (that is, various types of privileges). However, some investments only
represent high costs for the company, while the aimed results do not follow. Given the
competitive pressure and companies’ objective to build valuable long-term relationships
with their customers, it offers a viable opportunity to gain a better understanding of the
different marketing investments during the lifecycle of the customers. In other words, it is
not only required to know which investments are effective, it is also advantageous to
know the right moment in the customer lifecycle to convince your customers (e.g.
discount privileges during youth, best price conditions during the early marriage stage,

etc.).

7.2 Limitations and further research directions
Although this study makes some contributions to the knowledge of youngsters’ banking
behaviour and the appropriateness of youth marketing investments, some limitations of

the study and opportunities for further research deserve to be mentioned.

A first avenue for further research concerns a profound investigation of the important

events during an individual’s lifecycle. As is clear from this study, lifecycle events often
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imply specific needs and situations in which customers sometimes get involved with
competitors. Moreover, the retention proneness of some customers is often at stake.
Hence, it is important to know which marketing investments are most effective in order
to build long-term and valuable customer relationships. For instance, the end of the
mortgage is such an event to further investigate (and corresponds to the empty nest stage,
cf. Section 1). The latter event involves more money available at the end of each month,
which is likely to change the customers’ lifestyle, not only in terms of his/her banking
behaviour (e.g. the acquisition of some savings or investment products), but probably
also with regard to his/her consumer preferences and purchases (e.g. going on vacation,
more expensive clothes, dinners, etc.). Since, the primary goal of most companies is to
retain customers and to guarantee future profits, it is essential to realize the existence of
these life events and the corresponding factors that influence the subsequent customer

behaviour.

Another opportunity for further research concerns a panel of customers that is questioned
about their attitudes, perceptions and actual behaviour throughout the time. Such
information would enable researchers to longitudinally analyze different important
marketing questions, such as the evolution of share-of-wallet, the impact of an excellent
service and satisfied customers, the effectiveness of marketing actions, etc. Moreover, the
use of a panel would enable researchers to deeper investigate the impact of several
lifecycle events on the customers’ subsequent lifestyle and corresponding behaviour.
Another advantage of this technique has to do with the level of recall. A limitation of this
study was that customers were asked to reflect upon their previous experienced youth
privileges while measuring their actual behaviour after moving in together. Although, we
explicitly tested for the level of recall in this study, a panel approach could first question
the youngsters about their current feelings with regard to their bank, and later on when
they move in together about the choices they have made. In addition, the use of real data,
stored in large databases of banks, offers another opportunity for further research.
Eventually, the extra customer information originating from databases could be linked to
the panel data of customers. In sum, the use of all these data sources would enable
researchers to define other types of variables which have not been subject to previous

research.
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Finally, our research provides a framework for investigating the impact of youth
marketing on customer’s subsequent behaviour in the financial services context. It is
clear, that there exists an opportunity to test the generalizability of this research by
adopting similar studies in other settings or industries (e.g. telecom, online services, etc.)
that also have made significant investments in youth marketing or to test the longitudinal

effect of other marketing investments.



Table 1: Previous studies that investigated the impact of youth privileges

Research population

Research setting

Time frame
Before After
Reference Sample Number Research objectives graduation graduation
Colgate, Stewart and Kinsella university students 922 investigate the reasons of switching their X
(1996) bank; the factors that would encourage
them to stay, as well as the factors that
would discourage them to stay
Fry, Shaw, Haehling and Dipchand graduates of the 1346 investigate the identification of the bank X X
(1973) university patronized before, during and after their stay
at the university
Gerrard and Cunningham (2001) university students 184 investigate the factors that are important in X
the bank selection process
Lewis (1982) university and college 653 investigates the reasons for haven chosen X
students of the first and the current bank
final year
Lewis and Bingham (1991) students (from colleges of 469 investigate reasons for split banking (= X X
higher/further education, having an account with more than 1 bank);
universities and the (hypothical) choice of a new current
polytechnics) and young account/bank; main reasons of past
workers switching behaviour; intentions to switch
banks within the next five years
Lewis, Orledge and Mitchell (1994) university students 147 investigate the satisfaction level with the X
service and the satisfaction level with
respect to the arrangement of loans or
overdrafts
Mankila (2004) third and fourth year 386 investigates the most preferred attribute X
university students combination
Smith and Van Hoecke (2000) students from secondary 207 investigate bank choice based on X
education promotional actions
Ta and Har (2000) university students 176 investigate the important criteria when X
choosing a bank
Thwaites and Vere (1995) university and college of 324 investigate the influences on the choice of a X
higher education students supplier
This Study graduates who enter the 291 investigates the subsequent behaviour of X

second stage of their
lifecycle (i.e. the early
marriage stage)

youngsters when they decide to life together

32
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Investigated youth privileges

Related to bank products and services

Not related to bank products and services

Student/ Free or Free gifts
young  convenient (e.g. Free or reduced Overall
Free Locational people overdraft calulator, Shop entrance to Tombola, student

Reference banking convenience counsellor facilities stationery) discounts concerts or events contests package1 Other explanatory variables that have been subject of research

Colgate, Stewart and Kinsella X X X X Dissatisfaction with the service; split banking; interest rates compared to

(1996) competitors; interest rates on current and savings account

Fry, Shaw, Haehling and Dipchand X Parental influence; convenience (branch coverage versus mobility); time

(1973) elapsed since graduation; prior patronage; possession of loan; gender

Gerrard and Cunningham (2001) X X Tangibles; personnel performance; influence of family, friends, teachers;
range of services offered; availability of electronic services; interest
rates offered; marketing campaign; gender; type of student; single
versus multiple banking

Lewis (1982) X X X Parental advice and influence; recommended by friends; range of
services offered; influence of advertising; student image

Lewis and Bingham (1991) X X X X X X Range of services offered; number of cashpoints; parental influence;
advertising; interest on account; cheque books; satisfaction with the
service; moved to different area; service failures; refusal of a service;
already switched banks in the past; reputation and image of bank

Lewis, Orledge and Mitchell (1994) X Service quality aspects; range of services offered

Mankila (2004) X Price bundles: i.e. specific products (e.g. current account, debet card) or
services (e.g. internet or phone banking) plus charged fee; type of
discount (e.g. bonus rate, individual price discount based on length of
relationship, etc.); bank preference (the same bank or another
institution)

Smith and Van Hoecke (2000) X X X X Student image; gender; age; geographical area

Ta and Har (2000) X X Interest rates; quality of the service; self-banking facilities; charges;
convenience (long operating hours); recommendations

Thwaites and Vere (1995) X X X X X X Availability of electronic services; quality of the service; interest rates
charged; range of services offered; parental influence; recommendation;
opening hours; size of bank; interest received; advertising; reputation
and image of bank

This Study X X X x2 X X X X Past banking behaviour; variables relating to the best deal (e.g.

locational convenience to the new place of residence); influence of the
partner; customer demographics and psychographics (e.g.gender, age,
involvement, etc)

" Several banks that offer their own "total package" of products, services and youth privileges are investigated.
2 Replaced by transactional satisfaction items



Table 2: Explanatory variables in this study

34

Explanatory variables

Abbreviation

Previous experienced youth privileges

Specific youth privileges related to bank products or services
Free banking
Availability of a branch close to university/college
Youth counsellor
Youth image of the bank

Overall youth privileges related to bank products or services
Relational and transactional satisfaction with regard to the previous main bank

Specific youth privileges not related to bank products or services
Gifts
Discounts
Tombola/contest

Best deal during the early marriage stage

Convenience to the new place of residence
Convenience to work

Bank image

Performance bank personnel

Best price conditions

Product assortment

Ease of transaction facilities

The partner's influence

The partner's influence with respect to the daily bank transactions
The partner's influence with respect to the bank selection process for new products

The (or one) bank patronized by the partner corresponds with the previous main bank

of the respondent (="1" if yes, "0" if no)

Prior patronage behaviour
Split banking (="1" if yes, "0" if no)
Share-of-wallet with respect to the previous main bank (in %)
Bank change while being at university/college (="1" if yes, "0" if no)

Customer demographics and psychographics
Age
Gender (="1" if male, "0" if female)
Education level (="1" if the individual went to college/university, "0" in the other case)
Bank involvement
Purchase involvement
Married (="1" if yes, "0" if no)
Having children (="1" if yes, "0" if no)
Time elapsed since living together (in years)

YP_FreeBa
YP_LocConv
YP_Coun
YP_Image

YP_rel_tra_sat

YP_Gift
YP_Disc
YP_TombCon

BD_ConvNewHo
BD_ConvWork
BD_Image
BD_PerfBaPers
BD_BesPricCond
BD_assort
BD_EofTra

Pl_DailTra
PI_NewProd
PI_SameBa

PPB_SplitB
PPB_SofW
PPB_BaChan

C_Age
C_Gend
C_EdulLev
C_Balnvolv
C_Purchinvolv
C_Marr
C_Childr
C_years




Table 3: Ordered logit findings and proportional odds test

Proportional odds c-value on
Parameter assumption estimation
Explanatory variable estimate’ p-value sample
YP_FreeBa 0.0490 0.2757 0.508
YP_LocConv -0.1259 0.5953 0.546
YP_Coun 0.1583 * 0.1665 0.551
YP_Image 0.1447 * 0.8752 0.554
YP_rel_tra_sat 0.7812 *** 0.0077 0.621
YP_Gift 0.1202 0.9415 0.546
YP_Disc 0.1607 * 0.3630 0.547
YP_TombCon 0.0693 0.5859 0.533
BD_ConvNewHo 0.2751 ** 0.2227 0.573
BD_ConvWork 0.1284 0.7255 0.536
BD_Image 0.5960 ** 0.9620 0.602
BD_PerfBaPers 0.6537 * 0.0873 0.637
BD_BesPricCond 0.4626 * 0.7527 0.631
BD_assort 0.3158 *** 0.9291 0.552
BD_EofTra 0.0201 0.0338 0.507
PPB_SplitB -0.6233 ** 0.1780 0.561
PPB_SofwW 2.2387 ** 0.0886 0.571
PPB_BaChan -0.0673 0.2830 0.506
PI_DailTra 0.0054 0.7383 0.531
PI_NewProd 0.0002 0.5142 0.515
Pl_SameBa 0.9080 ** 0.5872 0.584
C_Age -0.0499 * 0.0225 0.558
C_Gend -0.1799 0.2571 0.521
C_EdulLev -0.5821 ** 0.1986 0.558
C_Balnvolv -0.1840 * 0.1636 0.542
C_Purchinvolv -0.2140 ** 0.1721 0.570
C_Marr 0.0934 0.005 0.511
C_Childr -0.2189 <.0001 0.523
C_years -0.0647 *** 0.0030 0.555

*** Significant <.0001
** Significant <0.05
* Significant <0.10

' A positive (negative) parameter estimate implies a positive (negative) impact on youngsters' retention
proneness in the transition to the early marriage stage.



Table 4:

Multinomial logit findings

Scenario 1 Scenario 2 Scenario 1
versus versus versus
scenario 2 scenario 3 scenario 3
Parameter Parameter Parameter
Explanatory variable estimate estimate estimate
YP_rel_tra_sat 0.3296 * 1.2370 *** 1.5666 ***
PPB_Sofw 3.3457 ** 0.4036 3.7492 **
BD_PerfBaPers 0.3746 ** 0.8078 ** 1.1824 ***
BD_EofTra -0.1450 0.3326 ** 0.1876
C_Age -0.0002 -0.1168 ** -0.1170 **
C_Marr 0.6568 ** -1.1809 ** -0.5241
C_Childr 0.5705 ** -1.7084 *** -1.1378 **
C_years 0.0333 -0.2091 ** -0.1759 **

Scenario 1 = the situation in which the respondent has opened all the collectivized products, but
neither has cancelled any financial products nor services with his/her previous main bank

Scenario 3 = the situation characterized by a full defection or a complete switch of the respondent
from his/her previous main bank to another financial-services provider
Scenario 2 = reflects all other cases that can be situated between the two former and extreme
scenarios (that is, scenarios 1 and 3)

*** Significant <.0001
** Significant <0.05
* Significant <0.10
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Table 5: AUC evaluation
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Model Included variables Model description c-value
Model 1A YP_FreeBa, YP_LocConv, YP_Coun, YP_Image Model that only includes the specific youth privileges 0.587
that are related to the bank
Model 1B YP_Gift, YP_Disc, YP_TombCon Model that only includes the specific privileges that are 0.560
not related to the banks' products or services
Model 1C  YP_FreeBa, YP_LocConv, YP_Coun, YP_Image, YP_Gift, Model that includes all the specific youth privileges 0.598
YP_Disc, YP_TombCon
Model 1D YP_FreeBa, YP_LocConv, YP_Coun, YP_Image, YP_Gift, Model that considers all youth privileges, including the 0.648
YP_Disc, YP_TombCon, YP_rel_tra_sat satisfaction about the previous main bank with respect
to both relational and transactional aspects
Model 1E  YP_FreeBa, YP_LocConv, YP_Coun, YP_Image, YP_Gift, Model that encompasses all the variables that are 0.673
YP_Disc, YP_TombCon, YP_rel_tra_sat, PPB_SplitB, PPB_SofW, situated before the period of moving in together
PPB_BaChan
Model 2A°  BD_ConvNewHo, BD_ConvWork, BD_Image, BD_PerfBaPers, Model that only includes the best deal variables 0.659
BD_BesPricCond, BD_assort, BD_EofTra
Model 2B BD_ConvNewHo, BD_ConvWork, BD_Image, BD_PerfBaPers, Model that includes the best deal and the partner's 0.701
BD_BesPricCond, BD_assort, BD_EofTra, PI_DailTra, influence variables
Pl_NewProd, PI_SameBa
Model 3 YP_FreeBa, YP_LocConv, YP_Coun, YP_Image, YP_Gift, Full model, that includes all the variables under 0.764

YP_Disc, YP_TombCon, YP_rel_tra_sat, PPB_SplitB, PPB_SofWw,
PPB_BaChan, BD_ConvNewHo, BD_ConvWork, BD_Image,
BD_PerfBaPers, BD_BesPricCond, BD assort, BD_EofTra,
Pl1_DailTra, PI_NewProd, PI_SameBa, C_Age, C_Gend,
C_EdulLev, C_Balnvolv, C_Purchinvolv, C_Marr, C_Childr,
C_years

investigation in this study
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Items’
Construct nbr  Abbreviation Description Cronbach's a
Previous experienced youth privileges
Specific youth privileges related to bank products or services
Free banking 1. iLYM_1 My previous main bank did not charge for the products (e.g. current account, .842
cards, etc) | possessed
2. i_YM_2 My previous main bank did not charge for its services (e.g. internet banking,
etc) | used
Availability of a branch close to university/college 1. i_YM_3 My previous main bank had a branch close to university/college -
Youth counsellor 1. i_YM_4 My previous main bank disposed of bank employees that were able to provide -
spefic advice for my financial youth needs
Youth image of the bank 1. i_YM_5 My previous main bank had an excellent youth campaign through the media -
(radio, newspapers, magazines, television, etc)
Overall youth privileges related to bank products or services
Relational and transactional satisfaction with regard to the 1. i_YM_s_1 Satisfaction about the friendliness of the bank employees of my previous main .846
previous main bank bank
2. i_YM_s_2 Satisfaction about the extent to which bank employees listened to my needs
3. iYM.s 3 Satisfaction about the bank employees' willingness to help me to recover
problems
4. i YM_s_4 Satisfaction about the bank's products (e.g. current account, cards, etc)
5. i_YM_s 5 Satisfaction about the bank's services (e.g. ATMs, internet banking, etc)
6. i_YM.s 6 Satisfaction about the information provided by brochures, mail, internet, media
Specific youth privileges not related to bank products or services
Gifts 1. i_YM_6 My previous main bank provided me with free gifts, such as a rucksack, a -
calculator, gadgets, etc
Discounts 1. iLYM_7 | enjoyed discount benefits in certain shop (e.g. cd's, book stores, etc) .851
2. i_YM_8 | enjoyed price reductions for going to the movies
3. i_YM_9 | got the possibility to go to concerts or events for free or at reduced prices
Tombola/contest 1. i_YM_10 | had the possibility to participate in tombolas or contests for free -
Best deal during the early marriage stage
Convenience to the new place of residence 1. i_BD_1 My previous main bank has branches convenient to my new place of residence -
Convenience to work 1. i_BD_2 My previous main bank has branches close to my place of employment .816
2. i_BD_3 My previous main bank is convenient to my route to work
Bank image 1. i_BD_4 In general, my previous main bank has a good reputation 642
2. i_BD_5 My previous main bank receives good press in the media, newspapers, etc
3. i_BD_6 My previous main bank is a strong player in the financial-services market
Performance bank personnel 1. i_BD_7 My previous main bank was able to give my personalized advice .803
2. i_BD.8 The service of my previous main bank was extensive
3. i_BD_9 The service of my previous main bank was excellent
Best price conditions 1. i_BD_10 My previous main bank offered favorable conditions (e.g. low charges for the .813
possession of a current account, high interest rates for savings accounts,
loans with low charges and low interest rates, etc) with respect to the financial
products we needed since living together
2. i_BD_11 My previous main bank offered favorable conditions with respect to the
financial services we needed since living together (e.g. low charges for the use
of internat banking, phone banking, the use of bank cards, etc)
Product assortment 1. i_BD_12 My previous main bank offered all the products that we needed since living .642
together
2. i_BD_13 My previous main bank has a wide range of financial products and services
3. i_BD_14 My previous main bank also provides insurance products (e.g. car or fire
insurances)
Ease of transaction facilities 1. i_BD_15 My previous main bank offered me plently of possibilities to withdrawal money .822
2. i_BD_16 My previous main bank provides sufficient ATM machines to perform my daily
transactions
The partner's influence
The partner's influence with respect to the daily bank transactions 1. i_PL1 Managing and taking care of our banking business .798
2. P Performing the daily transactions at the bank branch, ATM's, by means of
internet banking or phone banking (e.g. money transactions or withdrawals)
The partner's influence with respect to the bank selection process for 1. i_PI_3 Searching for information about bank products when we need to acquire a .888
new products financial product or services
2. P4 Comparing prices and product features of different financial-services providers
when we need to acquire financial products or services
3. iP5 Being interested in banking and stock exchange products
4. i_PI6 Choosing the bank for our new financial products or services
Customer psychographics
Bank involvement 1 i_lnv_1 | am interested in the banking and stock exchange markets .864
2. i_lnv_2 | like to talk with other people about financial products
3 i_lnv_3 | read the financial press to keep myself informed
Purchase involvement 1 i_lnv_4 | like to compare the prices and product features of different financial services .804
providers when | need a new financial product or services
2. i_nv_5 | visit more than one bank, when | need to buy financial products or services

T All questionnaire items were determined by a five-point scale, anchored at 1 = totally disagree (very dissatisfied) and 5 = totally agree (very satisfied).
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Appendix: LISREL Model

Lisrel Model Youth Marketing
System file from file table youth lisrel.dsf

Latent variables:

YP FreeBa YP LocConv YP_Coun YP Image YP rel tra sat YP_Gift YP_Disc YP_TombCon

BD ConvNewHo BD ConvWork BD Image BD PerfBaPers BD BesPricCond BD assort BD EofTra
PI DailTra PI NewProd C Balnvolv C_Purchlnvolv

Relationships

i YM 1i YM 2=YP FreeBa

i YM 3=YP LocConv

i YM 4=YP Coun

i YM _5=YP Image

iYMs1li YMs2i YMs3iYMs4i YM s 51 YM s 6=YP rel tra sat
i YM_6=YP_Gift

i YM 7i YM 8i YM_9=YP Disc

i YM 10=YP TombCon

i BD 1=BD ConvNewHo

i BD 2i BD 3=BD_ConvWork

i BD 4i BD 51 BD 6=BD_Image

i BD 7i BD 8i BD 9=BD_PerfBaPers
i BD 101 BD 11 =BD BesPricCond

i BD 121 BD 13i BD 14=BD_assort
i BD 151 BD 16 =BD_EofTra

i PI 1i Pl 2=PI DailTra

i PI 3i PI 4i PI 5i PI 6=PI NewProd
i Inv 11 Inv 21 Inv 3 =C Balnvolv

i Inv 41 Inv 5=C Purchlnvolv

set the error variance of i YM_3 equal to 0.306
set the error variance of i YM_4 equal to 0.340
set the error variance of i YM_5 equal to 0.394
set the error variance of i YM_6equal to 0.422
set the error variance of i YM 10 equal to 0.368
set the error variance of i BD 1 equal to 0.326

Path diagram
End of problem
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