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Birth order provides unigue insight into individuals' personalities, risk tolerances, and investment needs.
Use of this information will allow financial service firms to create a more customized experience for
clients. This should increase customer satisfaction and retention, and with appropriate promotion, attract
new investors. The practical implementation of birth order segmentation is discussed in a framework that
includes the relationship with the financial advisor, investment advice, access to financial services,
receptiveness to new products, packaging of services, and promotion of benefits from considering birth
order.

INTRODUCTION

The order an individual is born within the family has a profound and long-lasting influence upon the
formation of his/her personality and behavior.' In the words of one researcher, "birth order is the single
most obvious factor that makes the shared family environment different for each sibling” (Sulloway,
1995, p.76). Birth order is a composite variable that incorporates siblings’ differences in terms of age,
power, and privilege (Sulloway, 1996). It is also antecedent to many bases for segmenting consumer
markets (Rink, 1972; Claxton, 1995; Saad, et.al., 2005). Thus, birth order represents a comprehensive and
realistic means to better understand individuals.

Use of birth order information has the potential to assist financial service firms in developing and
offering more effective market segmentation schemes. This, in turn, will permit them to formulate
financial services better attuned to the unique personalities, risk tolerances, and investment needs of their
customers. According to one researcher, ‘“neglect of birth order as a targetable demographic factor may be
remiss at best, and unprofitable at worse” (Claxton, 1995, p.37).

Financial service companies traditionally use surveys to assess clients’ investment needs and attitudes
toward risk. However, these questionnaires usually fall short in revealing investors' personalities and
financial goals. Several studies have found little or no relationship between individuals’ risk preferences
derived from surveys and their actual financial decision-making (Lopes, 1994; Warneryd, 1996;
Zaleskiewicz, 2001). One weakness of traditional questionnaires is they use hypothetical gains and losses
that are often confusing and result in an incomplete picture of customers' true attitudes about risk.
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Numerous studies have investigated birth order and its effect upon the development of a person's
personality and behavior patterns. Of particular interest are those findings that support a theoretical
connection between birth order and consumer behavior (Kirchner, 1969; Rink, 1972; Claxton, 1995;
Zemanek, et.al.,, 2000; Saad, et.al., 2005; Rink, 2010). However, very little exists in the literature
conceptually linking birth order and the financial services industry. To help fill this gap, Rink, Roden, and
Cox (2013) summarized research findings on birth order-related personality traits that have potential
impact on the financial services industry. They discussed the relevant literature in a framework that
considers birth order differences in terms of risk tolerance, patience, financial goals, and conformity.

The application of clients' birth order information provides financial service firms the opportunity to
develop custom-designed services that will better appeal to customers' personalities, investment needs,
and risk tolerances. This paper offers specific strategies for using birth order information to develop and
provide a more customized experience for investors. This should increase their satisfaction and retention,
which will maximize their lifetime value to the company, and with appropriate promotion, attract new
clients. These practical suggestions are discussed in a framework that considers the relationship with the
financial advisor, investment advice, access to financial services, receptiveness to new products,
packaging of services, and promotion of benefits from using birth order as one of many dimensions in an
investor's profile.

SPECIFIC STRATEGIES FOR CUSTOMIZING FINANCIAL SERVICES

Relationship with Financial Advisor

In general, first-born are more dependent, risk-averse, anxious, fearful, cautious, and worrisome than
later-born.” Financial advisors should expect to spend significantly more time and effort with these
customers in investment planning and decision-making as well as in the purchasing and post-purchasing
processes. For example, first-born clients are likely to request advisors search a wide variety of different
information sources for feasible low-risk investment alternatives and engage in an extensive evaluation of
these (McClelland and Winter, 1969; Rink 2010).

After purchasing an investment, first-born clients are likely to experience dissonance or anxiety,
because they have lower self-esteem than their younger siblings.” This will trigger their affiliation needs.
It is crucial first-born find positive confirmation for their purchase. If a first-born client’s investment
struggles, this will produce stress and anxiety. Because first-born lack a reference point for evaluating
their emotional state, they will want or need to affiliate with others, especially those who are, or appear to
be, older than them (Schachter, 1959; Warren, 1966; Joubert, 1990; Sulloway, 1996; Salmon and Daly,
1998). Hence, financial advisors must be capable of handling the affiliation needs of first-born investors
under such stress-producing situations. Financial advisors and customer service representatives should be
trained in techniques for effectively handling assertive behavior that first-born investors are more likely to
exhibit when they are anxious and they do not receive prompt and personal attention (Sulloway, 1996;
Jefferson, et.al., 1998; Paulhus, et.al., 1999; Rohde, et.al., 2003; Beck, et.al., 2006; Rink, 2010).

First-born are susceptible to interpersonal influences because they are more dependent and possess
lower self-esteem (Kirchner, 1969; Sulloway, 1995, 1996, and 2001; Saad, et.al., 2005). Understanding
this susceptibility will allow financial advisors to satisfy these needs and maintain a successful
relationship. Since first-born also tend to be serious, responsible, punctual, organized, structured,
conservative, and traditional (Sulloway, 1996; Jefferson, et.al., 1998; Paulhus, et.al., 1999; Rohde, et.al.,
2003; Healey and Ellis, 2007), advisors should mirror these characteristics in their clothing, appearance,
mannerisms, speech, demeanor, and punctuality.

On the other hand, later-born possess higher self-esteem and are more independent. As a result, these
clients will likely conduct their own evaluation of information regarding companies’ financial
products/services. They prefer a minimum of suggestion and assistance in decision-making. In addition to
researching firms’ websites, later-born investors might contact knowledgeable friends. Because later-born
are more self-reliant and secure as well as less anxious, fearful, and worrisome than their oldest siblings,
they are unlikely to experience post-purchase dissonance and will require little, if any, confirmation of
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their purchase. If later-born ask for acceptance from others concerning a purchase, it will be from a few
close peers. However, this affirmation will not be critical for dissonance reduction (Rink, 2010).

Financial advisors and investment companies, therefore, should not proactively contact later-born
clients, especially to chat, provide general information, and solicit business. If these investors want
something, they will contact their advisors.

Investment Advice

First-born usually are patient (Chabris, et.al., 2008; Lampi and Nordblom, 2009; Morgan, 2009;
Gilliam and Chaterjee, 2011), risk-averse, anxious, cautious, disciplined, and conservative. Morgan
(2009) found first-born have personal discount rates lower than their youngest counterparts. They were
willing to wait to receive a higher payout. First-born customers, therefore, are likely to prefer portfolios
with conservative asset allocations, such as money market funds, bonds, and blue-chip stocks. They are
also more likely to favor passive investment strategies that feature “buy-and-hold” philosophies with
long-term perspectives. Such investments would minimize their anxiety, worry, fear, and post-purchase
dissonance.

On the other hand, later-born are likely to prefer active investment strategies that include higher-risk
securities, such as specific stocks and derivatives, in an attempt to earn abnormally high short-term
returns. These riskier strategies are consistent with the inclinations of later-born investors with higher
personal discount rates.

Gathering client’s demographic information, including birth order, should not change fundamental
investment advice, such as diversification and appropriate asset allocation. However, birth order can be an
additional tool to help financial advisors better understand a customer’s risk tolerance and find the
combination of securities with the optimum balance of risk and return. The work for the financial advisor
is finding the balance between the easier task of enabling portfolios that match investors’ inherent risk
inclinations versus the more difficult task of advocating portfolios with appropriate levels of risk that will
allow investors to reach their financial goals. In the case of first-born clients, the financial advisor may
need to push these investors beyond their comfort level into more aggressive (but still prudent)
investment mixes. In contrast, the advisor may need to caution later-born against taking too much risk
while still being sensitive to their clients’ risk preferences.

The challenge is how to maintain satisfied customers when the investment advice is potentially
contrary to the client’s instincts. The path of least resistance is to simply follow clients’ investment
inclinations. However, the inherent conservative investment strategies of first-born may not allow them to
reach their retirement goals. Using the insight from birth order, a financial advisor may be able to gently
guide first-born customers to a more effective strategy. Similarly, by understanding the source of risk-
taking behavior by later-born, financial advisors may be able to moderate the investment strategy by
suggesting hedging strategies that work in combination with risky investments.

Assisted Versus Self-Directed Research

In general, first-born are organized, responsible, serious, and prefer structured and controlled lives.* If
a first-born customer has not used the company’s online investment research and analytical tools, they
could be offered individual training on the software during a promotional trial period. The training could
take place on an iPad or other tablet that the customer gets to keep if they elect to extend their service
beyond the trial period. First-born customers who can conveniently track their investment activities on a
professional and proprietary website will associate the financial services firm with the characteristics of
being organized, responsible, and serious. This will strengthen the relationship between firms and their
customers. In addition, this would make first-born investors feel they are in control of their financial
future. The ability to check their portfolios and individual investments frequently and conveniently should
decrease their anxiety and worry.

Later-born are typically independent, self-reliant, and heavy users of technology. They desire a
minimum of suggestion and assistance in decision-making. Such customers, therefore, would prefer
exposure to innovative products/services through social media or on the websites of financial services
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firms, instead of sending out unsolicited postal mailings or e-mail blasts. In order to appeal to these
individuals, the websites and social media should be creative, warm, friendly, fun, colorful, vivacious,
and somewhat extravagant (Eisenman, 1987; Moore and Cox, 1990; Bohmer and Sitton, 1993; Sulloway,
1996).

Receptiveness to New Products

First-born tend to be more cautious, insecure, anxious, fearful, worrisome, and dependent than later-
born. They are also likely to be conservative, conforming, and traditional as well as prefer the status quo.’
Thus, first-born are less willing to adopt innovations or try new things (Sulloway, 1995 and 1996;
Jefferson, et.al., 1998; Healey and Ellis, 2007).

In a laboratory experiment, Morgan (2009) found first-born required more compensation if they were
going to assume more risk. One way first-born customers could be motivated to try new investment
services would be through sampling or trial usage. The service, such as online research and analytical
tools, could be offered to investors free of charge on a trial basis. This would reduce first-borns’ anxiety
and perceived risk. Other possible incentives include free software upgrades and price discounts for
bundling investment services.

In contrast to first-born, later-born had older siblings to compete with for parental attention
(Sulloway, 1995 and 1996; Wang, et.al., 2009). As a result, later-born tend to be more risk-oriented,
rebellious, and non-conservative. They are not motivated by tradition and status quo. Thus, later-born
clients are more likely to be receptive to new investment products/services. As strong potential first-
adopters, they should be the first clients who are offered new services (Rink, 2010).

Packaging of Services

First-born generally are achievement- and success-oriented as well as status conscious.® Packaging of
promotional materials and reports of investment performance to such customers should project these
personality traits. For example, hard copy should look professional and be presented in elegant binders.
Website reports should be similarly professional with attention paid to the layout, colors, and fonts. Later-
born clients will be less impressed by elegant and expensive packaging than their older siblings. Instead,
later-born clients will be attracted to more creative, lively, and colorful packaging.

Use of Technology and Social Media

Later-born tend to be out-going, trusting, sociable, generous, cooperative, and peer-oriented.” In a
laboratory experiment involving an anonymous investment game, Courtiol, et.al. (2009) found later-born
participants displayed significantly more cooperation, trust, and generosity in exchanging monetary
rewards than their first-born colleagues. As a result, firms’ websites and social media should include chat
rooms and forums for later-born customers to share information. Some companies have discovered word-
of-mouth communications in online communities increased their sales (Chevalier and Mayzlin, 2006;
Dwyer, 2010). Also, such communications could provide firms with “useful, hard-to-get customer
information and insights.” In order to be successful with later-born, online communities should “create
individual and group activities that help form bonds among community members” (Kotler and Keller,
2012, p.547).

On the other hand, first-born typically are not as peer-oriented, sociable, trusting, generous, out-
going, and cooperative as their later-born siblings. First-born investors will be more likely to use financial
firms' online resources for fact-gathering and to privately track their investments. They will be less likely
to utilize online communities.

PROMOTION OF BENEFITS FROM CONSIDERING BIRTH ORDER
Birth order should not be used in isolation. It can, however, represent an additional variable that

assists financial service companies to better understand customers’ personalities, risk tolerances, and
investment needs. When used in conjunction with other variables, consideration of birth order can provide
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additional insight resulting in appropriately modified financial advice and customized service. In this
section, we first examine how traditional advertising is perceived differently depending on an individual’s
birth order. Then, we suggest how financial service firms can attract new clients through promotion of
customized services based on a better understanding of their customers.

Role of Traditional Advertising

Advertisements should not directly target first-born or later-born investors, because a message that
appeals to one group would likely alienate the other. In addition, the traits that are associated with birth
order are generalizations, which may be altered by life experiences and other demographic characteristics.
It is important, however, to consider how first-born and later-born customers respond to traditional
advertising, because many advertisements effectively target one group or the other without mentioning
birth order.

First-born are usually patient, responsible, conservative, and risk-averse. Advertisements promoting
safe and steady investment returns will resonate with first-born clients, who value safety, patience,
responsibility, and discipline.

Compared to later-born, first-born are more susceptible to personal (or normative) influences, which
pertain to their need to meet others’ expectations. Furthermore, they tend to be suggestible and prefer
assistance in decision-making. Hence, potential first-born customers would be more receptive to
advertisements featuring spokespersons, expert endorsements, or testimonials by satisfied clients.

First-born identify with parents and are more sensitive to their expectations than younger siblings.
They are also likely to adopt parent’s attitudes toward risk as well as the same-gender parent’s personality
traits and behavior patterns.® Advertisements showing clients discussing investment strategies with their
parents would appeal to first-born customers.

Because first-born are achievement- and success-oriented as well as status-conscious, they would be
attracted to communications indicating the company has won industry awards for excellence. These
recognitions would further reduce some of the anxiety, worry, and fear of first-born investors. Similarly,
individual financial advisors who have won firm or industry achievement awards, received advanced
investment training, or earned MBA degrees would appeal to first-born, who are more likely to attain
higher levels of social and intellectual success than their younger siblings.’

On the other hand, later-born are rebellious, independent, peer-oriented, and easy-going. They are
self-confident, extravagant, fearless, energetic, and non-conforming. Relative to first-born, later-born are
less status-conscious or achievement- and success-oriented. Later-born clients, however, might be
receptive to advertisements featuring spokespersons, experts, or satisfied customers, who reflect the same
personality traits as themselves.

Later-born also tend to be creative, fun, unconventional, vivacious, innovative in their thinking, and
somewhat undisciplined (Eisenman, 1987; Moore and Cox, 1990; Bohmer and Sitton, 1993; Sulloway,
1996). Hence, they are apt to respond to humorous, lively, and non-traditional advertisements, which may
be better suited to promoting innovative and aggressive investment strategies. Such advertisements are
likely to appeal to the risk-taking nature of later-born, who are willing to gamble for higher payoffs.

Promotion of Better Understanding of Clients

In advertising improved financial services, the use of birth order should not be directly promoted. It
could easily be copied; and it does not stand well by itself. Instead, a differentiation strategy similar to the
one employed by eHarmony should be adopted. eHarmony claims to truly understand customers by
“identifying key dimensions of personality that make long-term relationships successful.” Since
eHarmony uses multiple dimensions to create a powerful portrait of who individuals are at the deepest
level, they maintain they are unlike traditional online dating services. eHarmony is successful, in part,
because they use an online personality profile tool to learn more about their clients, which allows them to
better serve their customers.

The same can occur in the financial services industry. By using investors’ birth order to customize
financial services, an investment firm would be able to offer and promote exceptional levels of customer
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service based on a more complete understanding of clients' personalities, risk tolerances, and financial
needs. This, in turn, should increase the satisfaction of existing customers and improve investor retention,
which will maximize their lifetime value to the company.'® A highly satisfied customer typically stays
loyal longer, purchases more as the company introduces new and upgraded products, talks favorably to
others about the firm and its products, pays less attention to competitors, is less price sensitive, and costs
less to serve than new customers (Homburg, et.al., 2005). In addition, opportunities would exist to attract
new investors, who are lured to a financial service firm that better understands clients, because it uses
multiple dimensions of personality to custom-design services.

CONCLUSION

Birth order provides unique insight into an individual’s personality, risk tolerance, and investment
needs. Based upon the major distinguishing characteristics between first- and later-born that have
potential impact upon the financial services industry, specific strategies to take advantage of birth-order
information are suggested. Use of this information, in conjunction with demographic data, will allow
financial service firms to create and offer a more customized experience for their clientele.

First-born tend to be cautious, anxious, insecure, and fearful. Further, they desire assistance in
decision-making and are suggestible. When first-born become anxious, they want to affiliate with others.
In every step of the investment planning and decision-making process, financial advisors should be
personally involved with first-born customers. Advisors should expect to spend significantly more time
with these individuals, especially in the post-purchase stage.

In addition, first-born clients are likely to favor conservative investments. The corresponding low
expected returns are more acceptable to them, because they are patient and willing to wait for a future
payout. The challenge comes when this conservative investment strategy will not allow them to reach
their retirement goals. With an understanding of birth order, a financial advisor may be able to convince
first-born customers to adopt a more effective investment strategy.

While typically cautious, slow to adopt new products, and less likely to use technology, first-born
should be encouraged to utilize online services, which allows convenient tracking of their investment
activities on a professional website. The ability of first-born clients to check their portfolios and
individual investments frequently and conveniently should decrease their anxiety and worry.

Because first-born tend to be achievement- and success-oriented as well as status conscious,
packaging of promotional materials and reports of investment performance should project these
personality traits. For example, hard copy should look professional and be presented in elegant binders.
Website reports should be similarly professional with attention paid to the layout, colors, and fonts.

On the other hand, later-born are generally more risk-oriented, independent, unconventional, creative,
peer-oriented, self-reliant, out-going, and cooperative. They are likely to conduct their own evaluation of
information regarding companies’ financial products/services. Later-born prefer a minimum of suggestion
and assistance in decision-making. Also, they are unlikely to experience post-purchase dissonance and
will require little, if any, confirmation of their purchase. Financial advisors and investment companies,
therefore, should not proactively contact later-born clients, especially to chat, provide general
information, and solicit business.

Later-born are likely to be attracted to riskier investment strategies that might include active investing
with short-term time horizons. By better understanding the source of this risk-taking behavior, financial
advisors may be able to moderate the investment strategy of later-born. For instance, advisors can suggest
hedging strategies that work in combination with risky investments.

Typically, later-born are independent, self-reliant, and heavy users of technology. They desire a
minimum of suggestion and assistance in decision-making. Because later-born tend to be out-going,
trusting, sociable, generous, cooperative, and peer-oriented, firms’ websites and social media should
include chat rooms and forums for investors to share information. It is less effective to try to impress
later-born with elegant and expensive packaging.
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When used in conjunction with other variables, clients' birth order can provide additional insight into
their personalities, risk tolerances, and investment needs. This will result in appropriately modified
financial advice and customized service. Offering improved financial services to investors through
consideration of birth order should increase their level of satisfaction and improve customer retention,
thereby maximizing their lifetime value to the company. In addition, opportunities exist to attract new
clients, who are lured to a financial services firm that better understands customers as a result of using
multiple dimensions of personality to customize service.

ENDNOTES

1.

10.

For example, see Sampson, 1965; Ernst and Angst, 1983; Daniels and Plomin, 1985; Eisenman and Sirgo,
1991; Eisenman, 1992; Lester, et.al., 1992; Sulloway, 1995 and 1996; Steelman, et.al., 2002; Courtiol,
et.al., 2009; and Sulloway and Zweigenhaft, 2010.

For example, see Schachter, 1959; Sampson, 1965; Warren, 1966; Ernst and Angst, 1983; Burden and
Perkins, 1987; Eisenman, 1987; Moore and Cox, 1990; Phillips, et.al., 1990; Bromiley and Curley, 1992;
Rowe, et. al., 1992; Sulloway, 1995 and 1996; Davis, 1997; Zajonc and Mullally, 1997; Jefferson, et.al.,
1998; Mock and Parker, 1997; Paulhus, et.al., 1999; Eckstein, 2000; Zweigenhaft and Von Ammon, 2000;
Sulloway, 2001; Steelman, et.al., 2002; Rohde, et.al., 2003; Stewart, 2004; Saad, et.al., 2005; Healey and
Ellis, 2007; Hertwig, et.al., 2007; Dixon, et.al., 2008; Simonton, 2008; Courtiol, et.al., 2009; Wang, et.al.,
2009; Sulloway and Zweigenhaft, 2010; and Gilliam and Chatterjee, 2011.

For example, see Ernst and Angst, 1983; Burden and Perkins, 1987; Rowe, et.al., 1992; Sulloway, 1996;
Mock and Parker, 1998; Paulhus, et.al., 1999; Rohde, et.al., 2003; Courtiol, et.al., 2009; and Sulloway and
Zweigenhaft, 2010.

For example, see Sampson, 1965; Moore and Cox, 1990; Harris and Morrow, 1992; Sulloway, 1995 and
1996; Jefferson, et.al., 1998; Salmon and Daly, 1998; Paulhus, et.al., 1999; Hertwig, et.al., 2002; Rohde,
et.al., 2003; Stewart, 2004; and Healey and Ellis, 2007.

For example, see Sampson, 1965; Eckstein, 1983; Ernst and Angst, 1983; Burden and Perkins, 1987;
Stewart and Stewart, 1995; Sulloway, 1996; and Zajonc and Mullally, 1997.

For example, see Sampson, 1965; Marjoribanks, 1989; Terry, 1989; Cherian, 1990; Wilson, et.al., 1990;
Retherford and Sewell, 1991; Sulloway, 1995 and 1996; Davis, 1997; Paulhus, et.al., 1999; Rohde, et.al.,
2003; Hertwig, et.al., 2007; and Simonton, 2008.

For example, see Schachter, 1959; Sampson, 1965; Warren, 1966; Eckstein and Driscoll, 1983; Steelman
and Powell, 1985; Fullerton, et.al., 1989; Moore and Cox, 1990; Sulloway, 1995 and 1996; Salmon and
Daly, 1998; Paulhus, et.al., 1999; Steelman, et.al., 2002; Rohde, et.al., 2003; Healey and Ellis, 2007; and
Courtiol, et.al., 2009.

For example, see Sampson, 1965; Toman, 1976; Harris and Morrow, 1992; Sulloway, 1996; Salmon and
Daly, 1998; Paulhus, et.al., 1999; Rohde, et.al., 2003; Dohmen, et.al., 2006; Healey and Ellis, 2007; and
Hertwig, et.al., 2007.

For example, see Marjoribanks, 1989; Terry, 1989; Cherian, 1990; Wilson, et.al., 1990; Retherford and
Sewell, 1991; Sulloway, 1995; Davis, 1997; Paulhus, et.al., 1999; and Simonton, 2008.

Customer lifetime value (CLV) describes the net present value of the stream of future profits expected over
the customer’s lifetime purchases (Kotler and Keller, 2012). For more information, refer to Gupta, et.al.,
2004; Ho, et.al., 2006; Kumar, 2006; and Kumar, et.al., 2008.
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