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HEADLINE: Community Commitment Puts Bendigo In The Black 

BYLINE: Tim Moore,Tim Moore Is Completing A Masters of Economics At Monash University.  

BODY: 

Bendigo Bank's strong result yesterday reveals the value of its strategy of brand building through community partnerships. At a time when other banks are dismissing the importance of customer loyalty, this seems to be adding to Bendigo Bank's ever-improving bottom line.

It can be better understood by looking at the customer loyalty generated in the Community Bank model. In towns that have Community Bank branches, Bendigo Bank has the highest number of customers, even when competing with major banks with branches in the area. Importantly, one-fifth of the residents in these towns have shifted bank products to the Bendigo Bank, even when it was not their cheapest option to do so.  

 Earlier this year, as part of a masters thesis, I surveyed four towns that had a Bendigo Community Bank branch (Avoca, Lancefield and Heyfield in Victoria, and Coleambally in NSW). The 320 households (830 residents) who responded represented approximately 15 per cent of the population in each area.

 In the two towns where the Community Bank branch had been operating for more than two years, two-thirds of residents were Bendigo Bank customers.

In the other two towns, where the branches had been operating for only eight months, half of the residents were Bendigo Bank customers. In all four towns (including two in which there was also a National Australia Bank branch operating), Bendigo Bank had the highest number of customers of any bank.

 More interesting was customers' apparent willingness to shift to Bendigo Bank even when it did not provide a cheaper or more convenient option. About 20 per cent of residents identified products they shifted to the Bendigo Bank as being "really only to support the bank". Importantly, half of them were high-value products such as home loans, business accounts and investments.

 Another 15 per cent identified products they wanted to shift to Bendigo but had not yet done so.

Bendigo Bank's community partnership element was the key to these outcomes. The local residents who had shares in the local branch were clearly its best customers. However, the number of shares made little difference to their behaviour as customers. It seemed more important that they just had a stake in their local bank branch.

 If this level of customer loyalty is also occurring in the growing number of suburban banking markets where Community Bank branches are being established, then the Bendigo Bank has a valuable competitive advantage that is adding significantly to its revenues.

 There are now 75 Community Banks and (separate to mergers) in the past three years, most of Bendigo Bank's new branches have been established through its Community Bank operations.

 Combined with initiatives such as Community Sector Banking (a partnership with the not-for-profit sector), the bank may continue to reap rewards from this strategy of generating customer loyalty.
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