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Abstract
Purpose – Young consumers represent a significant purchasing group, but little is known about how
they make money management decisions. This study aims to identify and classify different approaches
to money management that may impact purchasing behaviour.
Design/methodology/approach – Data from focus groups with 40 respondents between 18 and 24
years were recruited via campus notices across three campuses in a university in Melbourne, Australia.
Findings – Based on how respondents accommodated economic, social and psychological
influences in their money management approach, the authors identified three distinct approaches to
money management: conservative money managers, creative money managers and entrepreneurial
money managers.
Research limitations/implications – The study is based on a small sample consisting of 40
individuals in Australia.
Practical implications – Young consumers share common traits as a group but have diverse attitudes
and approaches to money management. The authors identify three distinct approaches to money
management based on respondents’ management of factors affecting their money management.
Companies must consider these differences to effectively approach millennial consumers.
Social implications – The indebtedness of young consumers is a common concern in society.
Analysis of their approaches to money management offers an opportunity for organisations to support
responsible individual money usage amongst young consumers.
Originality/value – While exploratory, the current study is the first to consider how differences in money
management behaviour in young generations may impact consumer decision-making.
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Introduction

Over half of consumer spending in the USA is attributed to one group of young consumers
collectively known as “The Millennials” or “Gen Y”, i.e. those born between 1980 and 1999
(US Chamber of Commerce, 2012, p. 2). This group makes up a quarter of the US
population and a third of its workforce (US Government Council of Economic Advisors,
2014; US Chamber of Commerce Foundation, 2012). Millennials represent a similar
proportion of the Australian population and 22 per cent of the workforce (CIA Factbook Age
Structure, 2017; McCrindle, 2014).

In 2012, Millennials directly spent US$200bn in the USA (US Chamber of Commerce
Foundation, 2012). Indirectly, Millennials influenced others, such as their parents, to spend
US$500bn in the USA (US Chamber of Commerce Foundation, 2012). By 2020, the total
spending attributed to Millennials is expected to rise to US$1.4tn annually (US Chamber of
Commerce Foundation, 2012; Donnelly and Scaff, 2013). Similar trends are evident in
Australia. For example, in 2016, the Nielsen Australian Millennials Report revealed
Millennials were worth 7 per cent of the Australian food and grocery retail market, with their
market share set to jump to 17 per cent by 2021, accounting for a retail growth of US$6.1bn
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over five years (Price, 2017). This significant spending has occurred despite ongoing
pressure on Millennials’ income. Millennials “face particularly distinctive economic
conditions” that have constrained their money attainment and its usage (Hodson and
Dwyer, 2014, p. 1). How Millennials engage with and respond to these constraints has an
effect on the amount of money available for consumer spending.

Much of the academic literature on the money management behaviour of Millennials
focuses on the interrelationships between financial literacy, credit usage, debt
management, academic achievement and wellness (Atkinson and Kempson, 2004; Beal
and Delpachitra, 2003; Danes and Haberman, 2007; Xiao et al., 2007). Limited academic
research has been undertaken on understanding how Millennials manage money from their
own perspective. Understanding this aspect should help retailers align their products and
services with the Millennials’ perspective.

This exploratory study firstly explores and then groups the different approaches Millennials
use to manage money. The likely impact of these different approaches on consumer
spending is then examined.

We begin by searching the academic literature to identify three key areas that influence
how Millennials manage their money. We use focus groups of university students to
uncover the approaches used by Millennials at university to engage with and respond to
these influence areas as they affect money management. We then classify these responses
into three group types based on the money management approaches used – cautious,
creative or entrepreneurial. Finally, we discuss the implications of these insights for retailers
and suggest areas for future research.

Economic factors affecting Millennials’ money management behaviour

Economic factors affect an individual’s income, savings, investments and spending
patterns (Cull and Whitton, 2011). In the USA, the bubble economy of 2004-2007
encouraged Millennials to take on debt (Hodson and Dwyer, 2014). The subsequent global
financial crisis slowed employment and income growth. This reduced the ability of
Millennials to pay down on accumulated debt (Hodson and Dwyer, 2014, Mishel et al.,
2009; United Nations, 2015). Millennials with limited skills, work experience and
educational qualifications are particularly vulnerable as they work in sectors that are
vulnerable to global events such as the global financial crisis e.g. the retail or service
sectors; (United Nations, 2015; Committee of Economic Development Australia, 2015;
Robotham, 2012).

Increased education levels lead to better paid work, increasing the ability to survive in
uncertain times (US Chamber of Commerce Foundation, 2012; US Government Council of
Economic Advisors, 2014; Pascarella and Terenzini, 2005; OECD, 2015). Limited job
opportunities have encouraged many Millennials to return to higher education to improve
their qualifications (OECD, 2015, US Chamber of Commerce Foundation, 2012; US
Government Council of Economic Advisors, 2014; Pew Research Centre, 2009; Mottola,
2014; ABS, 2013).

In the USA and Australia, higher education is expensive. Traditionally, young people
returning to education sought help from their families to cover higher education costs
(Hodson and Dwyer, 2014). But decades of slow income growth and rising costs have
reduced the ability of many parents to provide funding (Leicht and Fitzgerald, 2014; Dwyer
et al., 2012, 2013). Millennials have, therefore, had to take on debt to further their education.
In 2012, the average American student loan for those graduating in 2015 was estimated at
US$35,051, up 28.5 per cent from 2012 (Edvisors Network, 2016; US Chamber of
Commerce Foundation, 2012). In Australia, the average student loan for an average
three-year degree is expected to rise to AUD$50,000 if the Australian government decides
in 2017 to deregulate university fees (Wade and Smith, 2016). A shrinking job market has
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complicated Millennials’ ability to service debt (Cull and Whitton, 2011; Hodson and Dwyer,
2014). Educational debt is, therefore, shaping Millennials’ ability to accumulate wealth as
they struggle to secure home mortgages in the next stage of their lives (Lusardi et al., 2010;
US Government Council of Economic Advisors, 2014). This has increased the complexity
of Millennials’ money management.

Millennials have been identified as having a lower level of financial literacy than the general
population (Roy Morgan Research, 2003; ANZ, 2005a, 2008). Millennials struggle to
understand key financial concepts like compound interest, making debt management
difficult. This is complicated by their preference for newer forms of payment like prepaid
debit cards and mobile payments (Mottola, 2014). Limited ability to manage personal
finances in the short term affects long-term outcomes (Remund, 2010).

Sociological factors affecting Millennials’ money management behaviour

Societal influences and pressures set the norms of money management behaviour
affecting how individuals view and interact with money (O’Loughlin and Szmigin, 2006;
Gudmonson and Danes, 2011; Cross, 2002; Goldstein, 2000; Kramer, 2006; Capuano and
Ramsay, 2011). Each generation holds its own set of attitudes and worldviews which are
influenced by common social and historical events that predispose them to similar
behaviours, feelings and thoughts about their world (Jeffries and Hunte, 2004). This
suggests that money and financial capacities are not an individual function, but rather a
social and culturally situation phenomenon that can enable or constrain the financial lives
of people (Riach et al., 2017; Capuano and Ramsay, 2011).

Millennials’ identity is shaped by advice from extensive, often digitally connected social
networks of parents, peers and influential others (Hodson and Dwyer, 2014; Xiao et al.,
2007). The quality of the network impacts the type of consumer decisions Millennials make
(Capuano and Ramsay, 2011). Parents, in particular, play an important influencing role on
Millennials financial skills, knowledge and behaviours (Lusardi et al., 2010, Beutler and
Dickson, 2008, Xiao et al., 2007; Gudmonson and Danes, 2011, Danes and Haberman,
2007, Riach et al., 2017). Insights from the longitudinal survey of youth 1997 cohort found
the level of financial strain rose as individuals moved away from parental and professional
advice to non-family, non-professional advice (Hodson and Dwyer, 2014).

The parents of Millennials are most likely to come from either the Baby Boomer generation
(born 1946-1964) or Gen X generation (born 1965-1980) (US Government Council of
Economic Advisors, 2014). Baby Boomer parents are likely to be financially savvy,
asset-rich and keen consumers. Baby Boomer parents grew up during a period of
significant economic growth and opportunity, allowing them to build a strong asset base
and to develop a buy now/pay later consumerism approach. They have a high level of
financial literacy. Baby Boomers’ debt is mainly mortgage and auto loan debt. They are
more likely to own at least one credit card and less likely to engage in costly credit card
behaviours than their Millennial children. Parental attitudes to credit card usage are likely
to influence how Millennials use this banking product (Wang and Xiao, 2009; Pinto et al.,
2005; Leclerc, 2012; Phau and Woo, 2008). This makes Baby Boomer parents better able
to provide financial support to their children and good role models for responsible credit
card usage (Mottola, 2014).

In contrast, Gen X parents grew up during a period of decline and crisis for the USA. They
were also the product of families with high divorce rates. This background of uncertainty
has made them cautious and conservative with money and less likely to take on investment
risk (Mottola, 2014). Gen Xer parents favour collective decision-making. They are less likely
to sacrifice their personal lives for a career (US Chamber of Commerce Foundation, 2012).

Both Baby Boomer and Gen X parents have strived to provide Millennials with a sheltered
and highly structured upbringing. Millennial children are confident, achievement- and
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career-oriented and willing to seek others’ input into their consumer decisions (Lowe et al.,
2011; Shim et al., 2015). All three generations have similar levels of satisfaction with their
personal financial situation and similar concerns about paying off debt (Mottola, 2014).

Psychological factors affecting Millennials’ money management behaviour

Decisions about money management are also affected by an individual’s psychological
state (Simon, 1957). Happiness can reduce the appetite for risk and enhance the time
spent on decision-making, planning and expenditure control (Guvan, 2008). Positive
emotions about money encourage sound and informed decision-making that contributes to
life satisfaction (Xiao et al., 2007, 2008). In contrast, feeling financially out of control
(negative emotions) raises stress, anxiety and frustration levels, encouraging poor
expenditure control (Mitchell and Mickel, 1999). In the long term, these feelings can lead to
various clinical states, anxieties and neuroses (Mitchell and Mickel, 1999).

Research on how Millennials feel about money suggests Millennials experience high levels
of negative feelings about money compared to the general population (Mitchell and Mickel,
1999; ANZ, 2005b, 2008; RBA, 2009). As Millennials’ financial position has deteriorated, so
has their confidence in their mental capacity to manage it (Hodson and Dwyer, 2014). This
increases the use of mental shortcuts which impact money management decision quality
and behaviour (Capuano and Ramsay, 2011). For example, Millennials have less cards
than older generations, but engage in costlier credit card behaviours (Mottola, 2014). This
may partially explain how Millennials have been able to maintain their spending power
(O’Loughlin and Szmigin, 2006).

The stress associated with poor money management impacts Millennials’ quality of work
and life. In 2012, a third of American Millennials reported being distracted at work or taking
time off work because of financial issues (US Chamber of Commerce Foundation, 2012).
Trend analysis of data collected over time shows high debt affects mental health and
decreases the likelihood of individuals marrying or becoming a parent (Hodson and Dwyer,
2014). This delays and constrains important buying events such as those associated with
weddings, setting up home and raising children.

This suggests that, despite ongoing challenges, Millennials continue to find ways to acquire
those things they see as important. There is, therefore, a need to understand how younger
Millennials (aged 18 to 25 years) manage money to better understand their likely future
consumption patterns.

Millennials’ satisfaction with their personal financial situation is reported as being similar to
other generations at this stage in their lives (Mottola, 2014). This suggests how Millennials
manage their money may offer insights into future generations at this stage of life.

Millennial university students

In an unstable economic environment, attending university lowers the probability of having
earnings in the lowest tax bracket, increases the probability of having earnings in the top
income tax bracket and decreases the likelihood of unemployment compared to those
without a university degree (US Government Council of Economic Advisors, 2014). The
heavy investment by Millennials in their human capital, mostly using government loans, has
also led to an unprecedented expansion of higher education to low income and
underrepresented minorities’ students. For example, in 2013, 47 per cent of 25 to 34-year
olds received a post-secondary degree (associates, bachelors and graduate degree) and
an additional 18 per cent had completed some post-secondary education (US Government
Council of Economic Advisors, 2014). Millennials aged 18 to 24 years from all
socioeconomic levels are now well represented in post-secondary education (James et al.,
2007; ABS, 2012).
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Research suggests that financial behaviour learnt at university is likely to be carried forward
into later life (Dangar Research, 2003; James et al., 2007; O’Loughlin and Szmigin, 2006).
This makes understanding money management behaviour at this stage of life an important
consideration for companies seeking to influence their behaviour. Current management
research mainly describes the money management behaviour of the population and critical
issue themes such as financial literacy levels and credit abuse ( Consumer and Financial
Literacy Taskforce, 2004; Institute for Financial Literacy, 2007; ANZ, 2003, 2005a, 2008).
Youth generally struggles to feel in control of their finance mainly due to low savings, an
irregular household income and inadequate financial literacy (ANZ, 2008). As a result, they
face monetary shortfalls, leading to behaviour modification and borrowing.

The limited research on university students’ money management behaviour has examined
the impact of low income and debt on students’ lives and their academic achievement
(Dangar Research, 2003; James et al., 2007; O’Loughlin and Szmigin, 2006). There is
constant pressure to increase expenditure to have the right lifestyle accoutrements for
group acceptance (Dangar Research, 2003). This can impair the ability to fulfil other
obligations, such as achieving the requisite educational grades (Xiao et al., 2007). Money
management behaviour is also influenced by several societal factors, such as parents and
peer groups (Dangar Research, 2003, O’Loughlin and Szmigin, 2006 Wang and Xiao,
2009; Pinto et al., 2005; Leclerc, 2012; Phau and Woo, 2008). It is unclear how students
respond to these influences whilst managing their money.

Understanding how Millennials accommodate economic, social and psychological
influences in their decision-making regarding money may also be used to segment them
into groups, deepening understanding of different approaches to consumption.

Our study attempts to contribute to this effort by identifying distinct approaches to money
management and how this is likely to affect consumer behaviour. A qualitative approach
was chosen for this study because of the study’s exploratory nature with its focus on
discovery (Corbin and Strauss, 1990).

Methodology

In this study, university students are used as a proxy for the group of Millennials who are
likely to have the highest paid jobs, and therefore to be the greatest consumers. One of the
authors of this paper conducted the focus groups of students recruited through university
campus notices and through student friendship groups.

The number of focus groups were dictated by theoretical saturation (Eisenhardt, 1989), i.e.
interviews were stopped at the point where incremental learning was minimal for the
researcher conducting the interviews. Each focus group consisted of six to eight
participants to induce momentum in the discussion (Malhotra and Dash, 2010). The
average length of each interview was 90 min. With the permission of the focus groups, each
interview was recorded for later transcription and analysis.

Of the seven focus groups, one focus group of eight individuals was discarded because it
yielded limited insights. The remaining six focus groups consisted of 40 full-time
undergraduate university students between 18 and 24 years of age, of which 16 were male
and 24 were female. Table I shows the profile of the participants.

Data collection was guided by the following pretested protocol:

� Where does your income come from?

� What are your primary expenses?

� What are the factors that encourage you to spend more?

� Do you use credit cards? If so, please describe your usage.
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� What are your primary assets (i.e., what are the most valuable things you own)?

� What is your approach to saving? What are the barriers to your saving?

� Do you have any debt? If so, what type of debt do you have?

� Does having debt change your money management behaviour?

� Do you generally feel in control of your money management? What factors make you
feel out of control?

� How do you manage your money, both when you feel in control and when you feel out
of control?

� What other factors strongly influence your money management behaviour? Please
explain how each influences you.

Data collection was overlapped with data analysis, and the data collection protocol was
modified to extend and deepen understanding of student money management behaviour
(Eisenhardt, 1989). This allowed rival explanations to be thoroughly investigated
(Huberman and Miles, 2002).

One of the key factors identified as affecting report accuracy is a participant’s concern with
providing socially desirable answers (Guest et al., 2006, p. 62) to the questions being
asked in the focus groups. Where it was obvious that students were being influenced by
others’ opinions or were uncomfortable answering on behalf of themselves, the students
were asked to reflect on how students of their age would answer the question. This helped
to reduce socially desirable answers.

With the participants’ permission, focus group discussions were recorded and transcribed
in preparation for later deeper analysis. The transcribed focus group discussions were
analysed as follows using the software analysis package NVivo 11 Pro.

In the first round of thematic analysis, the lead investigator coded and then extracted from
the interview transcripts the different money management approaches used by the
respondents to respond to economic, social and psychological factors. This list and the
focus group transcripts were then provided to another researcher experienced in this field,
who independently explored patterns in the data to develop unique clusters of money
management approaches with homogenous characteristics. Prior to the list and transcripts

Table I Demographic profiles of the respondents (n � 40)

Characteristic Subgroup Frequency

Degree type Business 20
Design 10
Social sciences 10

Gender Male 16
Female 24

Age (years) 18-20 22
21-24 18

Year of study First year 12
Second year 8
Third year 17
Fourth year 3

Accommodation Home 12
Living on campus 16
Living with friends 12

No. of working hours per week (hours) None 14
1-5 4
6-10 12
11-20 8
Above 20 hours 2
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being passed to the second researcher, the two researchers met and prepared a list of
questions to guide the next phase of the analysis. These were:

Q1. Do the students in this study manage each influence in the same way?;

Q2. If not, what were the different approaches?

Q3. How might these different approaches be grouped together in a discrete and
meaningful way?

The researchers then jointly debated these categories and homogenous characteristics
associated with each to reach agreement on a definitive set of categories (Glaser and
Strauss, 1967). The final three categories were labelled:

1. Conservative money management behaviour.

2. Creative money management behaviour.

3. Entrepreneurial money management behaviour.

The homogenous characteristics were further debated to extract core concepts that
presented differently in each category. These were: attitude to risk and its management;
independence of decision-making (i.e. level of influence of others on decision-making
about money); approaches to cash flow management (i.e. balancing income and
expenditure); approaches to self-management (i.e. managing pressures to spend); and
preference for payment instruments (i.e. credit cards, debit cards or cash).

Discussions of the three types of money management behaviour

Conservative money management behaviour. Conservative money management behaviour
is concerned with minimising and managing risk. Individuals exhibiting a preference for this
type of behaviour use tried-and-tested management approaches to handle economic,
social and psychological influences. These tried-and-tested money management
approaches are drawn from trusted others (e.g. parents, friendships and mentors). This
trust is based on the other party’s greater experience and knowledge:

I’ve learnt off my mum [. . .] I know like working really hard is really important and making sure
you have money for emergencies when you need it cause like life goes in really weird ways
(Respondent FG3).

When my dad sat me down for a sit-down son talk we pencilled up something. He basically said
work out what your expenses are what your needs are and adapt that but that’s pretty much the
best way that you can do it and you know I took it to heart (Respondent FG7).

Conservative money managers also draw upon information from alternative reputable
sources (e.g. school and university):

I think high school is very important cause that is where money management should be
engrained into you (Respondent FG4).

In orientation (pre-term week at university) they also say a lot of things that we can say and do
to manage our study and life – you know where to go to get help when you need it (Respondent
FG1).

Conservative money management behaviour is concerned with minimising uncertainty and
delivering a predictable outcome. Conservative money management is about close
self-management. For example, individuals following this approach set budgets and use
automatic bill payment to make sure bills are paid on time:

Most of the bills are automatic. I share with someone else so that definitely helps, split every bill
half and half. Food is always set at $35-40 a week, nothing above that. I built and keep an excel
spread sheet on everything I do and update it as circumstances change. It’s dynamically
worked out so you change one number at the top and it changes the total at the bottom
(Respondent FG5).
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Conservative money managers put money aside for things they consider are important.
They distinguish between needs and wants and then make sure sufficient money is set
aside to meet needs:

I have a special amount of money to work with so it’s important to prioritise what is a need and
what is a want. I compare prices and try to get the best deal (Respondent FG2).

I think one of the most important things that students need to know is they have to distinguish
between what they need and what they want – sometimes they want that but that is not their
need at the moment so they spend the money for nothing for just that moment they got what they
want but that is not a need. You want to buy the jacket but your need is for (a computer) tablet
but then you spend money for the jacket and what happen you don’t have any money for the
other stuff (Respondent FG3).

Most used multiple accounts to divide their money into specific areas which could be
protected from everyday spending:

If I really want something I have like an account for that. Like if I’m going overseas, I have an
overseas account and that way I’m putting money towards something not necessarily just
putting it aside (Respondent FG2).

Anything that has a due date is something that needs to be paid [. . .] I don’t buy clothes or stuff
unless I have left over money (Respondent FG3).

Conservative money managers have no preference for either credit cards, debit cards or
cash. Their choice of payment instrument is based on how easy they feel it is to track and
manage their expenditure. Some prefer credit cards which they feel are easier to track and
more convenient than money. Others prefer debit cards because limits can be set on how
much can be spent. Others use cash because they have a visual reminder of how much
has been used.

These findings reveal important information on how to approach consumer segments with
a preference for this behaviour. Conservative money managers are concerned with
minimising and managing risk and manage their money closely. They adopt a responsible
approach to money management which favours tried-and-tested approaches that give
visibility of incomings and outgoings. They are good at prioritising their spending to cover
their needs and saving money for items they want. Conservative money managers listen to
those they trust, particularly parents.

To approach this target, retailers should minimise aspects that might increase perceptions
of risk when making the purchase or investment. Easy-to-use analysis tools should be
provided to allow conservative money managers to identify product features and costs and
to track payments. The information provided by these tools should also be easy for this
group to share with trusted others, so they can jointly explore the advantages of making a
particular purchase.

Creative money management behaviour

Creative money management behaviour is focused on managing risk, but individuals with
a preference for this approach believe tried-and-tested approaches need to be customised
to better suit their needs and context. In the customisation process, individuals draw upon
their past experience, present connections and available assets to make choices about
boundary values (i.e. what is acceptable risk) and control mechanisms (i.e. what and how
cash flow is to be maintained). The adaptation process, therefore, occurs within existing
dominant patterns of thinking on what and how resources can be accessed and used. This
limits creativity and outcomes.

Our findings suggest a continuum of creative money management behaviour with two
extremes: “living within means” versus “living beyond means”. Students living within their
means align their socialisation activities with their budget. When pressure to move beyond

PAGE 212 YOUNG CONSUMERS VOL. 18 NO. 3 2017



www.manaraa.com

these parameters occurred, these individuals adjusted their friendship groups, social
activities and spending patterns to keep within their pre-defined limits. For example, some
chose friends who reflected their current financial situation, whilst others managed the level
and type of socialisation undertaken:

I choose friends carefully. I don’t associate with people into girly social norms or with higher
incomes (Respondent FG7).

We go playing games or sports or we go clubbing at times but not that often, we have
get-togethers at home, play cards or that sort of thing. We try to manage it that way (Respondent
FG3).

Some respondents went to second hand/recycle shops to purchase clothes or sought out
cheaper options online:

A lot of my friends are into, like we do like designer stuff but then it comes back to budget and
like people who are more concerned with their money can budget and get cheaper things that
still look as good as the more expensive stuff (Respondent FG2).

At the other extreme of the creative money management approach, students struggled to
maintain a lifestyle beyond their current means. This was particularly true for those returning
to study after full-time working. These individuals resisted adjusting their lifestyle to meet
their current means. For example, little adjustment was made to friendship group or
socialisation activities and spending. Instead, these individuals protected their existing
lifestyle by adopting higher-risk money management strategies such as using credit cards
to fund their lifestyle, even when the approach was potentially detrimental to their mid- to
long-term financial security. This approach, while leading to an immediate gain in the
present, carries a higher risk of longer-term debt. The expensive decision in the present is
often seen as an investment for the future:

I’m going to the horse races in two weeks. I spent $475 on a dress, don’t know why, total
impulse, I just loved it (the dress). I had to have it on the card. It’s an investment, its Lisa Ho
(designer brand). Then I bought a hat, shoes and a bag. You know the races are something that
you splash out on. I think it worked out about $1000 to $1200 which is close to my monthly pay
which is totally ridiculous. I totally get that, you know I’m not completely stupid. It’s sort of a ‘do
now think later‘ approach (Respondent FG1).

Creative money managers living within their means showed a preference for financial
instruments (either credit cards, debit cards or cash) that allowed them to track and
manage their expenditure. This was similar to those individuals adopting conservative
money management behaviour. Creative money managers living beyond their means
favoured the ready availability of finance that managed credit cards allowed.

Retailers approaching this group should be aware of the fact that this group follows group
trends but in very different ways which reflect difference in choices about boundary values
(i.e. what is acceptable risk) and control mechanisms (i.e. what and how cash flow is to be
maintained). These boundary values and control mechanism choices will determine how
individuals shop and the payment options they prefer. Individuals wanting to live within their
means are likely to favour low-cost purchase options that align with popular group trends.
Individuals adopting a more risk-embracing creative approach are less concerned with
cost and are more interested in keeping up with their peer group. This risk-embracing
group is likely to be interested in convenient and easy-to-use payment plans. Options for
this latter group should recognise their propensity to take on debt.

Entrepreneurial money managers

Entrepreneurial money management behaviour is concerned with realising an individual’s
vision of the future by whatever means possible. These individuals are not concerned with
risk and its management, as these are seen as a secondary aspect of vision attainment.
The progression from concept to outcome emerges based on the availability of resources
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which, in turn, shape what the final outcome looks like. By focusing intensely on the present,
entrepreneurial money managers are more likely to identify opportunities, access
resources, create solutions and learn from the process. This enhances the fit between
resource availability in the current environment and what is required to reach that vision.
They are not confined by the social background or expectations:

I think about this financial bit really logically, I know exactly what I want or need and no one can
influence me to spend (Respondent FG4).

Entrepreneurial money managers like proving their independence. They focus on an area
of interest in a deep and mindful way until they can source resources and pathways to
reach their goals:

I like proving my independence, it’s not the reason I’m here [at university] and it’s not the reason
I got a job but it’s a nice little perk being able to show them [parents] that I don’t need to rely
on them (Respondent FG7).

Wants, needs and money management approaches change depending on current
resource availability:

Circumstances impact when you buy like what is a want and what is a need (Respondent FG2).

Back in Malaysia [where money is plentiful] I will spend, spend, spend. Here I learn to discipline
and keep within a budget (Respondent FG5).

They see low cash flow conditions as an opportunity to learn to survive and thrive:

Every student must go through not having money to learn (Respondent FG5).

In times of low cash flow, entrepreneurial money managers readily search for alternative
opportunities in the present:

I try and get stuff from 2nd hand stores or the market, it’s really cheap and unique (Respondent
FG4).

Entrepreneurial money managers showed a preference for financial instruments (either
credit cards, debit cards or cash) that allowed them to access resources when they
needed them.

Retailers wishing to reach this segment need to recognise they are independent thinkers
less likely to be swayed by the latest trends, unless these align with their own personal
goals. Entrepreneurial money managers are focused on vision attainment and adjust their
buying behaviour to reflect the resources available to them at the time, to achieve their
goals. They are likely to be interested in flexible purchase and payment options and in ways
to combine different products together to achieve their desired objectives.

A summary of the different money management approaches is in Table II.

Association between sample characteristics and money management approaches

This section discusses the possible associations between the sample characteristics
(degree type, gender, age; year of study, accommodation and working hours) and the
money management approaches chosen, although this was not the main focus of this
study. Of the six sample characteristics reported here, degree type and year of study
appeared to be associated with particular money management approaches. For example,
design students were more inclined towards a creative money management approach;
business students were largely split between the conservative and entrepreneurial money
management approaches; and social science students were split between the three areas.
Increasing the age of students seemed to be linked to a shift from conservative to creative
money management approaches, perhaps reflecting a growing independence and
maturity. Entrepreneurial money managers appeared self-confident. These areas suggest
further research is needed.
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Practical implications

In this section, we discuss the implications of overindebtedness in young consumers,
why it should be avoided from an individual and societal perspective and how our
research findings can contribute theoretically, practically and heuristically to reducing

Table II Similarities and differences between conservative, creative and entrepreneurial management

Aspects leading to
different money
management approaches Conservative money manager Creative money manager

Entrepreneurial money
manager

Attitude to risk and its
management

Concerned with minimising
and managing risk and
uncertainty by following
trusted others’ advice to
deliver a predictable outcome

Concerned with minimising the
inconvenience associated with
risk. An individual customises
tried-and-tested approaches to
suit personal needs and
context

Focus on the individual’s
vision of the future – risk is
a secondary concern

Independence of
decision-making

Draw extensively from trusted
others like parents, mentors
and university advisors

Based on personal risk profile,
decide what past experience,
present connections and
available assets are needed

Independent thinkers
source whatever resources
they need to get to realise
their vision. The path to
their vision is flexible
depending on what
resources are available

Approaches to cash flow A proactive strategy that
follows tried-and-tested
management approaches with
minimum reflection and
adaptation. Cash flow
approaches largely adopted
from parents, school and
university, e.g. budgets,
tracking of expenditure.
Individuals separate money
into different accounts, e.g. to
cover emergencies, wants like
holidays and needs like living
costs. Low cash flow viewed
as threat to lifestyle

A flexible proactive cash
management strategy that
draws upon advice from
trusted others but is accepted,
adapted or ignored in line with
predefined personal risk profile
and current needs. Low cash
flow viewed as inconvenience
to be overcome

A responsive, adaptive
strategic approach to cash
management. Low cash
flow viewed as an
opportunity to learn and
explore alternative ways of
doing things

Approaches to
self-management

Close self-management of
spending, social activities and
the impact of feelings on
these two areas

Choose friends carefully and
work with friends to define
social activities that meet the
needs of the individual and
peer group

Individuals independent
and able to choose how
they engage with social
pressure. Able to direct
emotions to chosen areas
of focus

Preference for payment
instruments

Preference depends on what
the student feels can be
easily tracked. Want clearly
explained options and terms

Preference depends on what
the student feels can be easily
tracked. Want favourable terms

Preference depends on an
individual’s current focus
Want flexible options and
terms

Similarities and differences
between areas

Similarities: Focus on risk and use approaches that help to
minimise that risk.
Differences: Conservative follow trusted others’ advice with limited
reflection. Creative students reflect on and adapt others insights to
meet personal needs and circumstances

Similarities: Risk is not an overarching concern. Creative and
entrepreneurial money management approaches are more
flexible than a conservative approach and shaped by personal
choices.
Differences: Differences in how they view risk. Entrepreneurial
money management is more driven by the individual and what
they need to attain their vision

VOL. 18 NO. 3 2017 YOUNG CONSUMERS PAGE 215



www.manaraa.com

overindebtedness in young consumers within the context of student money
management behaviour.

An overindebt individual has insufficient existing and expected resources to meet
financial commitments without lowering their standard of living (adapted from European
Commission 2010). Overindebtedness worsens opportunities for the poor and
increases social stratification, so governments are keen to limit it because failure to do
so contributes to the perception of injustice in the community which may discredit the
political process, e.g. predatory lenders may be seen to be immune from prosecution
(Prouza, 2013).

Overindebtedness has four common features: economic, temporal, social and
psychological aspects which work together to limit an individual’s economic growth and
development by curtailing the free cash flows to spend in local businesses and ability
to seize opportunities for growth (European Commission, 2008; Prouza, 2013). In our
literature review, we also argued that understanding the money management profile of
young consumers required considering the economic, social and psychological factors
affecting their financial decision-making. The alignment of the literature on
overindebtedness and student money management, therefore, constitutes our first
contribution – the need to consider economic, social and psychological aspects in
young consumers’ money management behaviour. Our second theoretical contribution
comes from using previously underutilised theory and concepts from entrepreneurship
logic and reasoning to understand money management behaviour. Young consumers
have similar characteristics to early entrepreneurs, i.e. they have limited resources and
experience, irregular incomes, limited or poor credit history and must make decisions
under uncertainty and time pressure. Drawing selectively from the literature on
behavioural economics (Simon, 1957) and entrepreneurial logic and reasoning
(Sarasvathy, 2001) has allowed us to gain insights into young consumers’ predominant
logic and reasoning types and how each approach impacts how they engage with and
learn from previous experience and prepare for future money management behaviour.

Practically, our research helpfully frames a contemporary problem of how to reduce
overindebtedness in young consumers by shedding light on overarching logic and
reasoning approaches used by them to manage money (Tracy, 2010). A review of
current tools used by institutions (retailers and governments) to ensure responsible
lending suggests improvement in the area of minimising overindebtedness may be
helped by using a tool developed to identify an individual’s overarching money
management approach.

Currently retailers use the following tools: income verification, credit history, the
affordability or repayment test and the suitability test. Income verification assesses the
riskiness of a potential client in terms of their ability to repay a loan (Prouza, 2013,
p. 32). This is generally supplemented with a review of the potential client’s history
which assesses their reliability in using credit to pay for other services such as utilities
and telephone. Two tests are also used – the repayment or affordability test and the
suitability test. The repayment or affordability test looks at the borrower’s capacity to
fully repay a loan or debt, not just to service it. Collateral is an important component, as
it helps to quantify and lower the riskiness of the client, but the use of collateral to pay
down debt is not considered a positive result from a responsible lending point of view
(p. 35). The suitability test assesses the suitability of a financial product for a client and
takes into considerations an individual’s borrowing circumstances, life situation and
how the loan will impact their financial security. Nested within this test are three
subtests that assess the consumers’ best interest, their understanding of the product
and long-term affordability (i.e. the long-term risks faced by the consumer that are likely
to affect his ability to repay).
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The usefulness of this portfolio of tools in assessing the money management profile of
young consumers, particularly students, is limited. Students generally have irregular
incomes placing them in a high-risk category, unless their parents are prepared to act as
guarantor. Students’ credit history is also limited unless students received a subsidised
card through their parents – in which case, their ability to repay may be contaminated by
parental subsidisation. Similarly, the affordability test may be contaminated by a parent
acting as a guarantor. None of these tools touch on the actual economic behaviour of this
important consumer group.

The suitability test is potentially the most useful of the tools, as it assesses the students’
situation. It is within this area that we see a tool developed to identify young consumers’
money management profile being of greatest value. Such a tool would provide insights into
an individual’s money management logic and reasoning in a way that accommodates the
economic, social and psychological considerations arising from their youth and financial
inexperience.

A tool to identify overarching money management approaches could help sales
persons better profile the underlying logic and reasoning of young consumers, and
therefore to identify what products and services would best serve that individual and
the organisation. It would also help to identify potential blind spots in an individual’s
thinking that may lead to indebtedness, allowing safety and support mechanisms to be
put in place before issues arise. For example, those students who are conservative and
creative money managers rely heavily on guidance from others, and are therefore
influenced by the psychological biases and mental shortcuts of those sources, while the
entrepreneurial money managers may be overconfident. Products may be selected to
take account of these profiles. In this way, an organisation can demonstrate a
responsible contribution towards society and government policy by working towards
limiting overindebtedness in their young consumers. This approach requires forgoing
significant shorter-term profits from fees and replacing it with a focus on the
development of a longer term more economically robust customer base with greater
spending power.

Theoretical and heuristic contributions

Our theoretical contribution comes from using previously underutilised theory and
concepts from entrepreneurship learning to understand money management behaviour.
Young consumers have similar characteristics to early entrepreneurs – they have limited
resources and experience, irregular incomes and limited or poor credit history and must
make decisions under uncertainty and time pressure. Drawing selectively from behavioural
economics (Simon, 1957) and entrepreneurial learning (Sarasvathy, 2001), literature has
allowed us to explore young consumers’ predominant logic and reasoning types which
influences their preferred learning approaches.

Heuristically, this paper provides an avenue to stimulate other researchers to further
explore young consumers’ money management logic and reasoning. Research
opportunities exist for the parameters of the three behavioural groups to be clarified, so
a money management logic and reasoning analysis tool can be developed to better
profile young consumers’ approaches towards money management (Abbott,
2004).

In this section, we have, therefore, argued why the development of a money management
classification framework offers a useful addition to enhance responsible lending practice
by reducing overindebtedness. Our suggestions will contribute towards helping retailers
develop normative principles about how to act (Tracy, 1995).
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Conclusion and future studies

Understanding the underpinning behaviours influencing how Millennials manage their
money may help retailers target and position their product and promotional offerings to
attain better performance. The current paper is an exploratory attempt to classify the
underpinning money management behaviours likely to shape consumer behaviour. The
conservative money management approach is focused on risk management and
minimisation. The creative/design money management approach is concerned with
identifying and pursuing an objective by working creatively within existing resource
frameworks. The entrepreneurial money management approach focuses on moulding
resources and contexts to achieve the key objective. This latter approach is emergent, in
that the entrepreneur is proactive in seizing opportunities and resources as events unfold.

Our findings are based on a small sample size of interviews in a single geographic
location, Melbourne, Australia. Further studies are needed to validate our findings with
a larger data set drawn from across multiple universities and across multiple nations.
Research is also needed to investigate the possible relationship between sample
characteristics such as degree type, gender, age, year of study, accommodation and
working hours on money management approaches chosen. Additional studies are
required to validate and strengthen the characteristics of the money management
categories identified in this study and to investigate and extend understanding of the
interplay of key money management-related characteristics that directly and indirectly
influence young consumers’ decisions and choices.
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