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Incentivizing and re-engaging
lapsed health club members

Teresa Hurley
Technological University Dublin, Dublin, Ireland

Corinne Faure
Grenoble Ecole de Management, Grenoble, France, and

Seamus Kelly
University College Dublin, Dublin, Ireland

Abstract

Purpose — This quantitative research paper examined factors influencing re-engagement intentions and
re-engagement behavior of lapsed health club members and identified which sales promotion incentives
are most effective in re-engaging this lapsed member market. While previous studies examined re-
engagement intentions and re-engagement behavior in isolation, no research could be located which
examined both simultaneously and the impact of promotion incentives in the health and fitness
industry.

Design/methodology/approach — Study A (mail survey) examined re-engagement intentions of one
hundred lapsed members of a medium size suburban health club. Study B (an experimental field study)
measured actual true re-engagement behavior using price and gift token as incentives to re-engage 300 lapsed
members of the same health club. Ten hypotheses were tested using chi-square, logistic regression and
correlation analysis.

Findings — Results indicate that price is the most influential incentive in promoting re-engagement
intentions, while the experimental field study tested this survey finding and reported that although
incentives were more effective than nonincentives in terms of re-engagement behavior, price played a far
greater significant role than gift token in actual re-engagement behavior of lapsed members. Highly
satisfied customers are likely to have stronger re-engagement intentions with frequent attendees more
influenced by price in terms of re-engagement intentions, while those who lapsed most recently
demonstrated stronger re-engagement behavior.

Research limitations/implications — Study A: While acknowledging that the sample size was limited, a
respectable response rate of 49% was recorded for the mail survey in Study A but a greater response rate
and larger sample size would have allowed for a more comprehensive analysis. However, the study is
primarily exploratory in nature and serves to achieve the objectives of the research. The study was based
on a medium size suburban health club, therefore no comparisons can be drawn between the results of this
study and that involving larger health clubs, chains, urban clubs or those outside of Ireland. Although the
inclusion of moderating effects was considered, it was not feasible to develop these interactions due to the
limited sample size. Study B: Generalization of the findings in this study with other international markets
is not possible due to differences in demographic factors, promotions and differences in the health and
fitness industry. No comparison can be drawn either between health clubs which operate in a different
environment, such as public or nonmembership-based clubs, urban clubs or those constituting a chain.
While the offer incentives were of equal value, it is recognized that the gift token may have appealed more
to females than to males.

Practical implications — Health clubs should consider changing strategic focus, from being overly
concentrated on new customer acquisition to actively re-engaging the lapsed member market by finding
out why they left and offer an incentive such as price to re-engage. Although loyalty, duration, age, gender
and income were found not to be significant in this study, satisfaction, frequency and recency of lapse were
significant. Therefore, health clubs should strive to keep members satisfied, monitor and increase
frequency of attendance with creative programming and commence the re-engagement process prior to the
membership expiry so as to maximize re-engagement and customer retention using price discount as an
incentive.

Originality/value — The originality of this study is that is tests statistically consumer re-engagement
intentions and actual re-engagement behavior simultaneously in a health club setting using a mail survey in
Study A and Experimental Design in Study B.

Keywords Sales promotion incentives, Re-engagement intentions/behaviors, Lapsed health club members
Paper type Research paper
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1. Introduction/purpose

Extensive resources are invested in recruiting new members to health and fitness clubs and it
is critically important that those new members recruited become long-term patrons. Thus, as
a long-term repeat purchase business with a high degree of customer involvement, it seems
clear that customer relationship marketing, service recovery and sales promotion, are very
appropriate theoretical frameworks to apply to the health and fitness sector. This paradigm
offers the potential to inform thinking on issues of customer relationship marketing, customer
recovery strategies and promotion incentives.

This is critically important for membership based organizations and it is widely
recognized that sports clubs can benefit from relationship marketing, service recovery and
sales promotion principles (Cohen, 1996; Hurley, 2005a). Despite this, there appears to be
limited research examining the management of membership organizations in terms of these
concepts (Gruen et al,, 2000) with the exception of case study work in sports organizations
(Lapio and Speter, 2000; Cousens et al, 2001). Indeed Stavros (2005) reports the sports
industry to be a poor adopter of relationship marketing practices while an over concentration
on current versus lapsed membership has also been highlighted.

Although Thomas et al. (2004) examined the role of price in the customer revival process
and Koronios et al (2017) studied motives underlying repeated participation at high
performance sports events, Homburg et al (2007, p. 462) state that “academic research has
largely ignored customer relation revival activities” and since these activities play an
important role in business practice, this represents a significant “research gap”. Ballings and
Van den Poel (2012) further encourage companies to change the focus from customer
acquisition to customer retention, with Olanrewaju ef al (2016) and Ascarza et al (2018)
examining how to reduce customer churn and improve customer retention management,
maximizing profits (Lemmens and Gupta, 2020).

2. Literature review

This section provides an overview of the key research areas and authors pertinent to the
study including direct marketing, relationship marketing, purchase intentions and customer
re-engagement.

2.1 Divect marketing
Direct marketing can be described as a relationship that accommodates and nurtures
individualized, personalized and interactive customer engagement. Ansari (2011) attributes
the success of sales promotion to its direct impact upon consumer purchase behavior and can
include monetary and nonmonetary incentives (Vafainia ef al, 2017). Lemmens and Gupta
(2020) recommend identifying those most likely to disengage and incentivizing them using
cash vouchers as an incentive. However, if offering price, the offer needs to be carefully
considered as it has been noted how price discounts can have a negative impact including
declining quality perceptions, profit erosion, decreased brand equity (Mela et al., 1997; Dark
and Chung, 2005) and sales volume and store traffic (Aribarg and Arora, 2008). Some
researchers suggest that a promotion threshold or minimum value of price promotion is
required to influence consumers’ purchase intentions including a minimum 20% reduction
(Gupta and Cooper, 1992; Harlam ef al., 1995) with significant differences in response rates
between 30 and 40% discount levels and 10 and 30% price discounts recorded by Kalwani
and Yim (1992) while Thomas et al (2004) recommended a low reacquisition price followed by
a higher price once re-engaged.

Tamaddoni ef al (2017) examined the impact of personalized incentives on the
profitability of customer retention campaigns and gift token has been highlighted as an
important incentive by some authors (Danaher et al, 2015; Hu et al,, 2018). Interesting findings



have also emerged regarding gender with females more likely than males to participate in gift
promotions (Carpenter and Moore, 2008), are more sensitive to relational aspects of a service
encounter (Peter and Olsen, 1999), are more loyal (Ndubisi, 2006), and demonstrate greater
levels of re-patronage than males (Korgaonkar et al, 1985). However, this conflicts with
research by Lichtenstein ef al. (1997) who found no significant differences between genders in
terms of nonprice promotions.

In contrast, Armstrong and Kotler (2003) emphasized the relationship marketing and
customer recovery aspects of sales promotion by defining it as a means of connecting directly
with consumers, carefully selected and targeted to achieve an immediate response in order to
cultivate long-term relationships. Therefore in order to maximize the benefit of sales
promotion to its full potential, marketers must understand the theoretical and practical
implications of relationship marketing and service recovery principles and the impact they
have upon purchase/re-engagement intentions (Jones et al, 2003) and actual purchase
behavior (Seiders et al., 2005; Doorn et al., 2010).

2.2 Relationship marketing

Relationship marketing, “activities directed towards building customer loyalty by providing
value to all parties involved in the relational exchange” (Peng and Wang, 2006), and service
recovery, “the likelihood of using a service provider again in the future” (Boonlertvanich,
2009, p. 2) have become increasingly important business themes for a host of industries with
some researchers promoting them as a significant predictor of future profitability of a firm
(Kamakura et al, 2003; Gupta et al., 2006; Yaghoubi et al.,, 2017). It plays a key role in service
industries reliant upon frequent customer usage and repeat patronage or membership such
as health clubs.

2.3 Purchase intentions and influencing variables

Fishbein and Ajzen (1975) highlighted the importance of understanding consumers’ purchase
intentions as far back as 1975 maintaining that it is only through intentions that an individual’s
future behavior can be gauged, for example true or actual purchase behavior or re-engagement.
A positive relationship has been identified between satisfaction and re-engagement intention to
rejoin and satisfaction and price incentive (Cronin and Taylor, 1994; Soderlund, 2006).
Advances in technology including enhanced customer relationship management systems,
provides firms with further promotional opportunities (Gruner et al, 2014; Hinz et al,, 2011). Asa
result, there has been an increasing number of studies on targeting strategies (Haenlein and
Libai, 2013; Libai et al, 2013; Nejad et al, 2015; Hu et al, 2018).

Other researchers claim that those customers who have bought most recently and
most often are most likely to respond favorably to subsequent offers and those who make
fewer transactions are more likely to disengage (Hughes, 1996; Schmittlein and Peterson,
1994; Bolton et al., 2000). Thomas et al. (2004) also note how the shorter the lapse duration
the greater the propensity to re-engage. Selin et al. (1987) in their study of consumer
loyalty in recreation centers and Divett ef al. (2003) in a study of theater customers
supported the notion that consumers who demonstrate the greatest levels of loyalty had
an increased propensity to repeat purchase more often and spend more money. Phua ef al.
(2017) and Irtema et al. (2017) also identified loyalty as a factor influencing customer
intentions to re-engage with Kim and Park (2017) emphasizing how the multifaceted
nature of attitudinal loyalty may prove useful for segmenting the recreational sport
market.

However, a study by Reinartz and Kumar (2002) found the link between loyalty and
profitability for four different companies across different industries to be only weak to
moderate while a further report by Kumar et al (2006) suggests that loyal customers are more
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likely to repeat purchase and accept price increases (Chaudhuri and Ligas, 2009).
Furthermore, Fischbach (2006) notes the frequency with which customers use the facility
plays a key role in the decision to repurchase in sports centers while Ha and Jang (2010)
propose that familiarity moderates customer value, satisfaction and behavioral intentions
with other researchers note how frequency influences purchase intentions (Prayag and
Grivel, 2014; Loureiro et al., 2014).

Age has also been found to be an influencing factor with older customers more willing to
continue relationships with firms, less likely to adjust to new products or services and more
willing to return to a previous service provider (Rusbult et al, 1982), while Homburg et al.
(2007) note how older customers are more likely to respond positively to customer revival
activities than younger customers.

Sudhakar and Rani (2013) note how income does not influence the purchase behavior of
personal care products while contrastingly, Janany and Shivany (2017) found income
influenced the purchase intentions of customers toward beauty care products. Other
researchers report that price increases are likely to affect the purchase behavior of low-
income categories that are less likely to purchase as a result (Homburg ef al., 2007). Therefore,
lower income categories are likely to be influenced by price incentive in order to re-engage.

2.4 Customer re-engagement and influencing variables

However, re-engagement of the lapsed customer remains an overlooked facet of sales
promotion, relationship marketing and service recovery theory and practice (Reinartz ef al,
2004; Gupta ef al, 2006; Rust and Chung, 2006) and it is hoped that this study will provide
for new informed thinking on the subject adding to work completed by Thomas et al
(2004) and Homburg et al. (2007). Similar to previous studies, the authors did not examine
why customers left or discontinued business and did not seek feedback from lapsed
customers regarding appropriate incentives to activate re-engagement prior to testing
promotional strategies to re-engage the lapsed member market. According to Homburg
et al (2007) customer relation revival is a neglected area in the literature which requires
further investigation.

In another study of intentions, Koronios et al. (2018) reported on motives and constraints of
participants in running events using intention as the dependent variable. However, the study
did not examine actual behavior. Similarly, Mir and Rehman (2012) report on several studies
which have been completed to ascertain how sales promotion techniques influence
consumers’ perceptions and purchase intentions/behavior. Contrastingly, Ansari (2011)
focused on the impact sales promotion can have upon consumer purchase behavior rather
than intentions, reporting positive findings. However, according to Lowe and Barnes (2012)
greater research is needed, particularly experimental research with real consumers.

Studies to date appear to concentrate on behaviors of current members, in contrast
this study focuses on recently lapsed members of a medium size, suburban, private
health club and their re-engagement intentions and behavior. This is in line with
recommendations for further study from previous researchers seeking greater insight
into “customer churn” that could be gained from further analysis of motives and
behaviors of customers who recently exited (Ahmad and Buttle, 2002) and
recommendations for sports organizations to enhance their understanding of
relationship marketing principles (Lachowetz et al, 2001). This research extends
beyond previous studies by not just simply testing customer intentions to re-engage but
applies specific sales promotion incentives to test actual customer re-engagement
behavior, a recommendation extending from the work of Gamliel and Herstein (2011)
who studied the impact of price framing on consumers’ purchase intentions.



3. Re-engagement Incentivizing
This study sought to: health club

(1) Examine factors influencing the re-engagement intentions of lapsed health club members
members (Study A).

(2) Identify factors influencing the actual re-engagement behavior of lapsed health club
members and test the effectiveness of sales promotion incentives to re-engage this 549
lapsed member market (Study B).

The conceptual framework for the study is outlined in Figure 1 and builds upon aspects of
earlier models adopted by Thomas ef al (2004), Homburg et al. (2007) and Ferrand et al. (2010).
These models were selected due to relevance and validity and provided a useful framework
upon which to build the hypotheses for the study. The overall study included 10 hypotheses
with hypothesis 1, 2, 6, 8 and 9 applicable to both studies, hypothesis 4, 5, 7 and 10 applicable
to Study A only, with hypothesis 3 applicable to Study B only. The hypotheses were selected
based on access to information and previous research.

Hi. (HIA and B) Proposes a relationship between promotion incentive and re-
engagement intention/behavior of lapsed members with monetary incentives (price)
having a greater impact than nonmonetary incentives (gift token; Choi et al, 2010
Nusair et al, 2010; Hu et al,, 2018; Els et al., 2019).

H2. (H2A and B) Proposes a relationship between duration of membership and
re-engagement intention/behavior with long-term members more likely to re-engage
(Fullerton, 2014).

H3. (H3B) Proposes a relationship between recency of membership lapse and
re-engagement behavior with recently lapsed members more likely to re-engage
(Bolton et al., 2000).

HIA&B
Promotion
Incentives

Study A Study B
Re-engagement Intention Re-engagement Behaviour

H2A&B = Duration

H3B= Recency of
lapse

H4A= Satisfaction —
/ Re-

H6A&B = Frequency

H7A4= Situational
Constraints .
Figure 1.

Conceptual framework
H8A&B Age H9A&B Gender H10A Income for the study
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H4. (H4A) Proposes a relationship between satisfaction and re-engagement intention
with members reporting high satisfaction levels more likely to re-engage (Ferrand
et al,, 2010; Kalia et al,, 2016).

H5. (H5A) Proposes a relationship between behavioral loyalty and re-engagement
intention with those who had a previous club membership and exercise history more
likely to re-engage (Dwyer, 2011; Phua et al, 2017; Irtema et al., 2017).

H6. (H6A and B) Proposes a relationship between frequency of usage and
re-engagement intentions/behaviour with frequent attendees more likely to re-engage
(Prayag and Grivel, 2014; Loureiro et al, 2014).

H7. (H7A) Proposes a relationship between situational constraints including price and
nonprice-related reasons for leaving and re-engagement intention with members
who discontinue due to price more likely to be incentivized by price to re-engage
(Suvattanadilok, 2014).

H8. (H8A and B) Proposes a relationship between age and re-engagement intention/
behavior with older members more likely to re-engage and less likely to be influenced
by price or gift token incentives (Homburg ef al., 2007; Choi ef al., 2010).

H9. (H9A and B) Proposes a relationship between gender and re-engagement intention/
behavior with female members more likely to re-engage than males (Ndubisi, 2006;
Moore and Carpenter, 2008).

HI10. (H10A) Proposes a relationship between income and re-engagement intention with
lower income earners more likely to be influenced by price incentive to re-engage
(Han et al.,, 2011; Janany and Shivany, 2017; Homburg et al, 2007).

4. Research design and methodology

Study A sought to examine factors influencing the re-engagement intentions of lapsed
health club members using a mail survey to 100 recently lapsed members (z = 49) who had
discontinued membership of a medium size, suburban, private health club within the
preceding six months. The survey was informed by a focus group session with senior health
and fitness operators in Ireland, facilitated at the Irish Institute of Leisure and Amenity
Management (ILAM Ireland) annual conference which sought to ascertain industry concerns
regarding why members join, member behavior patterns, exit analysis, re-engagement of the
lapsed member market and demographic factors. This allowed for valuable input from senior
management regarding the proposed study and mail survey content which was subsequently
developed, piloted and distributed.

The surveys were dated, edited and coded as returned and the overall statistical
descriptive analysis was completed using SPSS. Differences in response rates of early versus
late respondents were assessed as per Armstrong and Overton (1977) and no differences were
found. A check was also completed for multivariate outliers using SPSS Regression
(Mahalanobis Distance) but none were located.

One of the main findings from the survey indicated that price and gift token were
considered the most effective sales promotion tools in promoting re-engagement intentions of
the lapsed member market and this was further tested in terms of true actual purchase
behavior in Study B.

Study B sought to systematically manipulate re-engagement incentives including price
discount, gift token and no incentive (control group) through random assignment. The study
was set in a real world context and did not just test stated intentions as in Study A, but true
behaviors through the use of a field experiment (» = 300). Anderson and Simester (2011,



p. 102) maintain that “companies can gain more from field experiments than from analyzing
historical transactions due to the greater accuracy which can be gained from the analysis of
data generated in field experiments.”

The sample for this study drew upon the same health club that was used for Study A with
a sample size of 300 randomly chosen recently lapsed members who discontinued
membership within the preceding six months which were randomly assigned to one of
three experimental groups; Group 1 was used as the control or baseline group and was not
offered any incentive to re-engage; Group 2 was offered a price reduction; Group 3 was offered
a gift token. The price incentive and gift token were of equal value at €100 each incentivizing
lapsed members to re-engage. The price incentive included a €100 reduction on annual health
club renewal while the gift token offered 5 X 1 hour personal training sessions in the health
club or facial and back massage in the salon attached to the health club. It was anticipated
that this postal offer would appeal to both male and female markets. The literature review
completed on price and gift token helped inform the price and gift token offer format.

A chi-square test was performed to ensure validity of the random assignment procedure of
incentives across gender while (ANOVA) was performed to ensure the validity of the random
assignment procedure of incentives across number of visits, membership duration, months
passed since relapse, age and frequency. The results for all ANOV As revealed no difference
between various groups of respondents. SPSS, chi-square, correlation and logistic regression
analysis were used to analyze the results for Study A and B. A summary of the overall
research design is outlined in Table 1 below.

The research design, measurement items and analysis for each of the hypotheses is
presented separately for Study A in Section 5 and for Study B in Section 6.

5. Study A — Measurement items and scales
Intention to re-engage was captured as a single measure item and is consistent with
Murray and Howat (2002) and is further supported in terms of validity by Bergkvist and
Rossiter (2007). Satisfaction (H4A) as defined and researched by Gotlieb et al (1994) and
Dawes (2008) suggests that most measures of global or overall satisfaction have used a one-
item 5-or 7-point satisfaction scale. In this study, lapsed members were requested to rate their
overall satisfaction on a 5-point Likert-type scale ranging from very dissatisfied to very
satisfied and is represented in hypothesis four (H4A).

Loyalty was measured as behavioral loyalty and is represented in hypothesis five
(H5A) and captured as a multiresponse item incorporating those used in previous studies.
Previous purchase behavior was also included in order to test whether there is a positive

Study A Study B
Study type Mail survey Experimental field study — no incentive and price and gift
token
(1) Industry focus
group
(2) Pilot study
Sample size N =49 N = 300 (3 groups)
(1) 1 = Control
(2) 2= Price
(3) 3 = Gift token
Hypothesis H1,2,4,5,6,7,8 9,10 HI1, 2, 3,6,8 and 9

tested
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relationship between previous behavioral loyalty and expressed future behavioral loyalty.
Previous purchase behavior was measured by length of membership in years from the health
club database. It was assumed that lapsed members who had not joined another club since
leaving would also be more likely to re-engage, this information was captured as a single
measure item.

Situational constraints were captured in the survey as a single measure item using a
version of model of switching behavior developed by Keaveney (1995) and Alexandris and
Carroll (1999). Respondents were asked to list their top reason for discontinuing membership
of the club and this was analyzed as part of hypothesis seven (H7A) and included price and
nonprice reasons for leaving the club.

Details regarding membership fees/payment and demographic questions including age,
gender, occupation, income, family members, marital status were sought using interval based
questions in the survey in Study A as self-reported categories. Income detail (H10A), was
sought using an interval-based question whereby members were asked to indicate their
annual income by selecting a category.

5.1 Research findings from Study A

5.1.1 Descriptive findings. Study A involved a mail survey which was posted to 100 lapsed
members who had discontinued membership of a medium size, suburban, private health club
within the preceding six months with a response rate of 49% recorded. Of all the respondents,
77% were female while 23% were male. The majority of respondents (67%) were aged
between 22 and 50 years with only 10% below 21 years and 23% above 51 years. Regarding
income, 21 % earned less than €10,000 while the majority (48%) earned between €20-50,000
with 11% earning between €50-100,000. Sedentary jobs accounted for 48% while 40%
considered it active.

Fitness was noted by 49% of members as the main »eason for joining a health club
in Study A. However, gender differences were noted with 31% of females joining for weight
loss, 31% for fitness and 6% to look better. In contrast, 10% of males joined primarily for
fitness, 4% for weight loss and 6% for rehabilitation and conditioning. Social reasons did not
feature as a priority for joining. While some respondents listed reasons in the “other” category
provided, they did not form any coherent pattern to be considered.

Regarding previous exercise history, 90% of lapsed members reported as somewhat
active, passive or did not exercise at all prior to joining the health club, 26% had been a
member of a health club previously while 74% had never been a member of a health club. All
of the 26% who had been members of health clubs previously had discontinued membership
within a six month period.

Membership typenoted that 82% of members had joined for one year with 30% paying
a joining fee and 29% stating that this was instrumental in extending the duration of the
membership with 83% remaining as members of the club for at least six months. Special
offers accounted for 12% which indicates that members can be incentivized to join health
clubs but does not tell us which promotions are most effective.

Attendance indicated female members to be more active members for longer periods of
time and more regular in attendance than male counterparts who as a consequence are more
predisposed to discontinuing membership. Lower attendance was reported for Spring and
Summer.

Respondents discontinued membership of the health club due to situational factors
(23%), club related reasons (20 %), time limitations (17 %), boredom (10 %), injury/illness (8 %),
price (6%) with 16% not responding to the question. These situational factors are examined
further as part of hypothesis (7A). A significant number of lapsed members had not rejoined
another health club since discontinuing membership (85%) while 54% stated they would



consider rejoining the same health club. Possible reasons and incentives for rejoining are
explored in the hypothesis test section.

Satisfaction levels indicated that a significant number of lapsed members were either
satisfied (88%) or very satisfied with 66% stating that the health club in question could have
done nothing to prevent them from discontinuing membership.

5.1.2 Hypothesis testing. Promotion incentives were tested as part of hypothesis one
(H1A and B) which proposed a relationship between promotion incentive and re-engagement
intentions/behavior of lapsed members with monetary incentives (price) having a greater impact
than nonmmonetary incentives (gift token).

In Study A, (H1A) could not be directly tested. Instead, responses to some of the questions
were used as preliminary evidence for this hypothesis. Respondents were asked whether they
would reconsider rejoining the club and 22% out of 49 respondents (44.9%) stated that they
would do so. In a subsequent question, respondents were asked which type of incentive would
help convince them to rejoin the club. Of all the respondents, 21 respondents (95% of those
considering rejoining the club) stated that a price incentive would motivate them to rejoin the
club, while only four respondents (18% of those considering rejoining the club) agreed that a
gift token would do so. Other possible incentives proposed were either never chosen or only
mentioned by one respondent. While this finding represents re-engagement intentions only
and only provides circumstantial evidence for the notion that price incentives are more
effective than gift incentives in reactivating lapsed members, the finding is consistent with
the hypothesis which will be tested more formally in Study B.

Membership duration was tested in hypothesis two (H2A and B) which proposed a
relationship between duration of membership and re-engagement intention/behavior with long-
term members more likely to re-engage.

A correlation analysis (Table 1 Appendix A) was performed to analyze the association
between membership duration and effect of price/gift incentives on re-engagement intention
and the correlation was found to be nonsignificant (Price: » = —0.101, 7 = 40, p-value = 0.534,
Gift: » = 0.140, n = 40, p-value = 0.390). Therefore duration has no significant impact on
member re-engagement intentions and is not influenced by promotion incentive and
hypothesis (2A) is not supported.

Hypothesis 3— Recency of lapse was not measured in Study A but instead was tested
as part of Study B.

Hypothesis four (H4A) proposes a relationship between satisfaction and re-engagement
intention with members reporting high satisfaction levels more likely to re-engage.

Correlation analysis was performed to analyze the association between satisfaction and
intention to re-engage, and the correlation was found significant at the level of 10% (r = 0.33,
n = 33, p-value = 0.061). Furthermore, the correlation between satisfaction with the club to
price/gift was analyzed and the correlation was found significant for price (» = 0.38, n = 40,
p-value = 0.016), but not significant for gift (v = —0.196, n = 40, p-value = 0.225) as outlined
in Table 2 Appendix A. This supports hypothesis (4A) demonstrating the greater the
satisfaction levels the greater the re-engagement intention and the more likely the member is
to be influenced by price to re-engage.

Loyalty was measured as behavioral loyalty and is represented in hypothesis five (H5A)
which proposes a relationship between behavioral loyalty and re-engagement intention with
those who had a previous club membership and exercise history movre likely to re-engage.

Correlation analysis (Table 3 Appendix A) was performed to analyze the association
between previous exercise pattern and intention to re-engage, where the correlation was
found nonsignificant (r = —0.036, n = 33, p-value = 0.844). Furthermore, a chi-square test
was performed to study the association between previous club membership and the effect of
price/gift where both were found nonsignificant (Price: chi-square = 0.003, df = 1,
p-value = 0.956, Gift: chi-square = 1.75, df = 1, p-value = 0.249). This indicates that loyalty
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does not impact upon re-engagement intention of members in any significant manner, the
hypothesis is not supported.

Frequency was tested in hypothesis six (H6A and B) which proposed a relationship
between frequency of usage and re-engagement intention/behavior with frequent attendees
more likely to re-engage.

Correlation analysis was performed to analyze the association between frequency of club
visits and re-engagement intention and was found nonsignificant (» = —0.064, n = 27,
p-value = 0.751). However, the correlation between frequency of club visits to price/gift was
analyzed and was found significant for price (* = 0.51, n = 31, p-value = 0.004), but not
significant for gift (# = —0.10, n = 31, p-value = 0.59). This suggests a link between price
incentive and frequency with frequent attendees likely to have higher levels of re-engagement
intention and to be more influenced by price incentive to re-engage as outlined in Table 4
Appendix A.

Hypothesis seven (H7A) was tested in Study A; it proposes a relationship between situational
constraints including price and nonrelated price reasons for leaving and intention to re-engage
with members who discontinue due to price related constraints more likely to re-engage if
offered a price incentive.

Before testing this hypothesis, respondent’s reasons for disengaging were recoded into
two categories, linked to price or other reasons. A chi-square test was performed to study the
association between the reasons for discontinuing membership and the effect of price/gift.
Price was found to be significant at the level of 10% (Chi-square = 3.74, df = 1, p-value = 0.06,
while gift was not significant: (Chi-square = 0.399, df = 1, p-value = 0.482) as outlined in
Table 5 Appendix A. This indicates that lapsed members are more likely to re-engage when
the reason for leaving is linked to price which implies they are also more likely to be
influenced by price incentive to re-engage.

Hypothesis eight (HSA and B) proposes a relationship between age and re-engagement
intention/behavior with older members more likely to re-engage and less likely to be influenced by
price or gift token incentives.

A correlation analysis was performed to analyze the association between age and the
effect of price/gift on re-engagement intention and was found not to be significant (Price:
r = —0.096, n = 40, p-value = 0.558, Gift: » = —0.070, n = 40, p-value = 0.667) which indicates
that age does not correlate with re-engagement intentions and is not influenced by promotion
incentive, the hypothesis is not supported (Table 6 Appendix A).

Hypothesis nine (H9A and B) proposes a relationship between gender and re-engagement
intention/behavior with female members move likely to re-engage than males.

A chi-square test was performed to analyze the association between gender and re-
engagement intentions. This relationship was found to be nonsignificant (Chi-square = 0.117,
df = 1, p-value = 0.531). This indicates that there is no relationship between gender and re-
engagement intention and is not influenced by promotion incentive, therefore the hypothesis
is not supported.

Hypothesis ten (HI10A) proposes a velationship between income and re-engagement
intention with lower income earners more likely to be influenced by price incentive to re-engage.

Income versus intention to re-engage was analyzed using chi-square analysis as outlined
in Table 7 Appendix A. Income categories were recoded into a smaller number of categories
so that the minimum cell count assumption associated with chi-square analysis was met.
Once recoded, the cross-tabulation and chi-square analysis was conducted. While the results
of the chi-square test were not significant (X* = 1.368, df = 2, p = 0.505), it can be seen from
the cross-tabulation that those earning between €21,000 and €40,000 are most likely to re-
engage with the health club.

One of the main findings from the survey indicated that price and gift token were
considered the most effective sales promotion tools in promoting re-engagement intentions of



the lapsed member market and this was further tested in terms of true actual purchase
behavior in Study B.

6. Study B — Measurement items and scales

Re-engagement behavior and promotion incentives (H1B) was measured as true
actual purchase behavior using a field experiment in Study B. Re-engagement was
measured on the basis of internal membership records in the health club with an objective
yes/no effectiveness measure related to the question whether or not the customer renewed
membership within the last six months so as to provide consistency in the reporting of the
results. Recency of lapse (H3B) was captured as an objective measure from the time the
membership lapsed on the club database system and after one month was checked to see who
returned.

6.1 Research findings from Study B

6.1.1 Sample — Study B. The sample for this study drew upon the same health club that was
used for Study A with a sample size of 300 randomly chosen lapsed members who
discontinued membership within the preceding six months randomly assigned to one of three
experimental groups. Group 1 was used as the baseline group and was not offered any
incentive to re-engage. Group 2 was offered a price reduction, while Group 3 was offered a gift
token. The average age of the sample was 43 years, 47% male and 53% female with 78%
being members for between two and five years.

6.2 Validity check for random assignment of Study B

Before proceeding with the analysis of Study B, the validity of the random assignment
procedure was checked to demonstrate the experimental groups were equivalent to one
another before the experimental manipulations. The experimental groups were compared on
background variables such as socio-demographic variables (gender and age) but also
previous history with the club (membership duration, total number of visits, months passed
since relapse, frequency of visits) as outlined in Table 8 Appendix A.

A chi-square test was performed to ensure validity of the random assignment procedure of
incentives across gender. The result revealed no significant association between incentives
and gender (Chi-square = 0. 027, df = 2, p-value = 0.987). Furthermore, analysis of variance
(ANOVA) was performed to ensure the validity of the random assignment procedure of
incentives across number of visits, membership duration, months passed since relapse, age
and frequency. The results for all ANOV As revealed no difference between various groups of
respondents as outlined in Table 9 Appendix A. These analyses provided evidence for the
success of the random assignment procedure and demonstrated that the experimental groups
were equivalent to one another on those two criteria before the experimental manipulation.

6.3 Hypotheses analysis for Study B

Promotion incentives were tested as part of iypothesis one (H1A and B) which proposed a
relationship between promotion incentive and re-engagement intentions/behavior of lapsed
members with monetary incentives (price) having a greater impact than nonmonetary
incentives (gift token).

6.3.1 Study B— Hypothesis (1B). Three experimental groups were compared; Group 1 acted
as a control group and received no incentive to rejoin, Group 2 received a price incentive to
rejoin, while Group 3 received a gift token incentive to rejoin. The results of this manipulation
led to strong differences across groups. While none of the lapsed members of the control
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group had rejoined the club after a month, 3% of the members of the gift token group and
27% of the price incentive group had rejoined the club (Table 10 Appendix A).

A chi-square test was performed to statistically test the association between promotion
incentives and re-engagement behavior. This test showed that the differences between
groups were statistically different (Chi-square = 48.667, df = 2, p-value < 0.001). Eliminating
the control group to directly compare the price incentive with the gift token group, a further
chi-square analysis revealed an association between type of incentive (price/gift) and re-
engagement behavior with a significantly higher rate of re-engagement behavior influenced
by price incentive (Chi-square = 22588, df = 1, p-value < 0.001). This supports hypothesis
(1B) and confirms that offering an incentive is better than offering no incentive and that price
is more effective than gift token in re-engaging the lapsed member market.

In Study B, most of the hypotheses were tested through a logistic regression, with actual
rejoining behavior as dependent variable and the information obtained from the club’s
database as independent variables. The results of this regression are outlined in Table 11
Appendix A and will be discussed for each variable independently. In this analysis, the use of
a price incentive was entered as a dummy variable in the equation. Consistent with the
chi-square analyses reported beforehand, this variable was found to influence the likelihood
to rejoin the club, with lapsed members more likely to rejoin when exposed to a price incentive
than otherwise (the incentive accounted for between 159 and 33.2% of the variance).
However, results may have been impacted by the heavy weighting of the sample toward
having not responded to the incentive.

Membership duration was tested in hypothesis two (H2A and B) which proposed a
relationship between duration of membership and re-engagement intention/behavior with long-
term members more likely to re-engage.

The logistic regression reported earlier shows that no significant effect of membership
duration on rejoining behavior was found (odds ratio = 0.998, p > 0.8). This result is
consistent with the one found in Study A and confirms that membership duration does not
impact re-engagement behavior. Therefore hypothesis (2B) is not supported.

Recency of lapse was tested in hypothesis three (H3B) which proposed a relationship
between recency of membership lapse and rve-engagement behavior with recently lapsed
members more likely to re-engage.

The results of the logistic regression reported earlier revealed that relapse time was close
to achieving significance (odds ratio = 0.764, p-value = 0.119). Since it appeared difficult to
obtain significant results on the basis of the entire sample (given that only those members
who had been exposed to a price incentive were likely to rejoin the club), a further analysis
was conducted using only those members who had been exposed to the price incentive. In line
with expectations, recency of relapse significantly affected the likelihood to rejoin the club
(oddsratio = 0.718, p = 0.085). Consistent with the hypothesis, lapsed members were found to
be less likely to re-engage as the relapse time increased (Table 12 Appendix A). However,
results may have been impacted by the heavy weighting of the sample toward having not
responded to the incentive and although the sample size was relatively small, the findings are
considered relevant given the exploratory nature of the study.

6.3.2 Hypothesis 4 — Satisfaction was not measured in Study B. Frequency was tested in
hypothesis six (H6A and B) which proposed a relationship between frequency of usage and
re-engagement intention/behavior with frequent attendees more likely to re-engage.

Logistic regression was used to test the effects of frequency of attendance on re-
engagement behavior. This analysis shows no correlation between frequency and re-
engagement (odds ratio = 1.044, p > 0.8). Therefore hypothesis 6B is not supported.

6.3.3 Hypothesis 7 — Situational factors were not measured in Study B. Hypothesis eight
(H8A and B) proposes a relationship between age and re-engagement intention/behavior with



older members move likely to re-engage and less likely to be influenced by price or gift token
incentives.

In Study B, the effects of age were tested through the logistic regression reported earlier.
The results indicate no correlation between age and re-engagement behavior (odds
ratio = 0.996, p > 0.8). Therefore hypothesis 8B is not supported.

Hypothesis nine (H9A and B) proposes a relationship between gender and re-engagement
intention/behavior with female members more likely to re-engage than males.

The results of the logistic regression showed no relationship between gender and
likelihood to rejoin (odds ratio = 1.59, p-value > 0.29). Therefore hypothesis (9B) was not
supported.

A summary of the research findings from Study A and Study B hypotheses is outlined in
Table 2 below.

7. Discussion

Overall, the hypotheses analyses completed in Study A and B found complementary results,
with generally the same factors appearing to have a significant impact on re-engagement
behavior across both studies. These findings are discussed for each of the hypotheses in the
next section.

The results are highly significant with the survey noting for promotion incentive that
price was the most influential incentive in promoting re-engagement intentions of lapsed
members. The experimental field study tested this survey finding further and reported that
although incentives were more effective than nonincentives in terms of re-engagement
behavior, price played a far greater significant role than gift token in actual re-engagement
behavior of lapsed members with 27% of lapsed members in this study incentivized by price
to re-engage as compared to only 3% incentivized by gift and 0% re-engaging when offered
no incentive (H1A and B). Therefore health clubs should offer incentives for members to re-
engage and price is considered to be most impactful, particularly if the member has
disengaged due to price constraints.

Duration (H2A and B) found no significant difference between various lengths of
membership duration for those who responded to price and those who did not. However, 29%
of those who paid a joining fee stated that this was instrumental in extending the duration of
the membership with 83% remaining as members of the club for at least six months. Health
clubs should therefore consider the value of joining fees in extending the term of the
membership.

Recency of lapse (H3B) was found to be significant indicating that the longer the time of
lapse, the less likely the lapsed member is to re-engage. Therefore health clubs should initiate
the rejoining process prior to expiry, offering an incentive for members to continue
membership of the club with price discount being the most impactful. Griffin and Lowerstein
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Study A — Re-engagement intentions

Study B — Re-engagement behavio

HI. Price — type of incentive is significant with price
cited more often than gift

H2. Duration — not significant

H3. Recency of lapse N/A

(1) H4 Satisfaction and intention to rejoin —
significant at the 10% level
(2) Satisfaction and price — significant at the 5% level

HI. Price — type of incentive is significant with price
more effective than gift

H2. Duration — not significant

H3. Recency of lapse — regression analysis was
significant at the 10% level
N/A

Table 2.
Summary of research
findings
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(2001) support the notion of making the re-engagement offer prior to membership expiry,
suggesting a 60-70% chance of successfully repeat selling to an “active customer,” 20—40%
to a “lost customer” and 5-20% to a “new customer.” They also calculate the net return on a
new customer from an external source at 23% as compared to 214% return on investment
from the reinstatement of an internal lapsed customer. Therefore, health clubs should
concentrate on re-engaging lapsed members as opposed to seeking new members and
commence the re-engagement process prior to membership expiry.

A re-engagement model identified as early as the 90s by Stauss and Friege (1999) could be
adopted whereby health clubs invest time in completing a re-engagement analysis
(identifying who lapsed and why), re-engagement actions (contacting lapsed members and
offering incentives to re-engage) and re-engagement controls (evaluating and costing the re-
engagement process). However, some authors have noted how it may not be effective to re-
engage all lapsed customers (Griffin and Lowenstein, 2001) emphasizing how the lifetime
value of the customer is also an important consideration.

A positive relationship was noted between Satisfaction and Re-engagement
Intentionto rejoin (H4A) and between Satisfaction and Price Incentive. Therefore the
more satisfied the customer the greater the re-engagement propensity and likelihood to be
incentivized by price to re-engage. Health clubs should therefore strive to increase customer
satisfaction levels.

No relationship was found between Loyalty and Re-engagement Intention or
between Loyalty and Promotion Incentive (H5A). However, Dwyer (2011) highlights the
importance of niche marketing and segmentation in a sporting context and this should be
considered by health and fitness operators in order to implement specific targeted marketing
campaigns which have more impact and are more cost effective.

Although the results from Study A did not highlight social reasons as a reason for joining
the club initially, it is likely that members who develop a social connection with the club are
probably less likely to discontinue membership. Health clubs should therefore consider
providing social bonding opportunities between members as part of their overall retention
strategy.

Frequency and price incentive for re-engagement intention (H6A) had a
positive relationship with frequent attendees reporting lower intentions to leave and higher
intentions to re-engage. However, there is no evidence from this study that frequency is linked
to re-engagement behavior which is surprising and contrasts with research by Ha and Jang
(2010) who noted how familiarity moderated customer value, satisfaction and behavioral
intentions. Health clubs should strive to increase frequency of visits to the club with creative
programming and competitions to encourage patronage and heighten re-engagement
intentions.

Situational factor findings (H7A) indicate a relationship between the reasons why
people left the club and their intention to rejoin. They are willing to rejoin when the reason for
leaving is linked to price issues and price is offered as an incentive to re-engage. Gift incentive
was found not to be significantly related. In study A, 23% of respondents cited situational
factors, 20% club reasons, 17% time limitations, 10% boredom, 8% injury/illness while 6%
noted price as reasons for discontinuing membership. The findings are note-worthy
emphasizing how health clubs can improve customer retention by one-fifth by simply
reviewing how the club is managed.

Age was found to have no impact upon re-engagement intention or behavior but appears
to be inconsistent with other literature which found older customers more willing to continue
relationships with firms, less likely to adjust to new products or services and more willing to
return to a previous service provider (Homburg et al,, 2007). However, age has also been found
in other studies to be the most consistent of the demographic factors influencing participation
in nonprice promotions with younger audiences more likely to respond to nonprice



promotions (Carpenter and Moore, 2008). Health clubs should therefore consider
demographic factors in developing promotional campaigns.

Gender was found not to have an impact upon re-engagement intention or behavior
which again appears inconsistent with other research results which suggests that females are
more likely than males to participate in gift promotions (Carpenter and Moore, 2008) and are
more loyal (Ndubisi, 2006).

Results for Income were not significant for re-engagement intention in Study A. This
compares with findings by Sudhakar and Rani (2013) who noted how income does not
influence the purchase behavior of personal care products. It has been noted by other
researchers however that price increases are likely to affect the purchase behavior of low
income categories that are less likely to purchase as a result (Homburg et al., 2007). Therefore
we can assume that lower income categories are likely to be influenced by price incentive in
order to re-engage.

8. Conclusion and implications for research

The results of this study are significant offering new informed thinking regarding
incentivizing and re-engaging lapsed health club members from a theoretical and practical
perspective. No theoretical study could be located which tested re-engagement intentions and
true actual re-engagement behavior simultaneously in a health club setting.

Health clubs should consider changing strategic focus, from being overly concentrated on
new customer acquisition to actively re-engaging the lapsed member market by finding out
why they left through an exit analysis with disengaged members. This provides an
opportunity to engage with previous members and if disengagement is linked to price, offer a
price incentive to re-engage, as offering an incentive to re-engage was found to be more
impactful than offering no incentive, regardless of the reason for disengaging. Joining fees
appear to be only effective in encouraging members to remain as members up to six months
so health club providers should consider the value of joining fees in extending the term of the
membership.

Although loyalty, duration, age, gender and income were found not to be significant in this
study, satisfaction, frequency and recency of lapse were significant. Therefore, health clubs
should strive to keep members satisfied, monitor and increase frequency of attendance with
creative programming/competitions and commence the re-engagement process prior to the
membership expiry so as to maximize re-engagement and customer retention using price
discount as an incentive.

Exceptional customer service and management of the health club will also help alleviate
customer disengagement. An accurate membership database is essential and must be
managed effectively in order to maximize return from the lapsed member market. Advanced
technology systems today provide comprehensive membership details to assist with this
process and must be embraced by the health and fitness industry. This provides the added
bonus of allowing for different types of promotions to be offered to different segments of the
market. Dwyer (2011) highlights the importance of niche marketing and segmentation in a
sporting context and these should be considered by health and fitness operators in order to
implement specific targeted marketing campaigns which have more impact and are more cost
effective.

Although the results from Study A did not highlight social reasons as a reason for joining
the club initially, it is likely that members who develop a social connection with the club are
probably less likely to discontinue membership. Health clubs should provide for social
bonding opportunities between members as part of their overall retention strategy.

Traditionally health clubs have been preoccupied with gaining new members rather than
reactivating lapsed members with less than 52% of health club owners actively seeking to
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re-engage the lapsed member market (Hurley, 2005b). A change of strategy is required if
health clubs are to survive in an increasingly competitive environment and monitoring and
managing the lapsed member market and recency of lapse is an essential part of this strategy.

9. Limitations
Study A: While acknowledging that the sample size was limited, a respectable response rate
of 49% was recorded for the mail survey in Study A but a greater response rate and larger
sample size would have allowed for a more comprehensive analysis. However, the study is
primarily exploratory in nature and serves to achieve the objectives of the research. The
study was based on a medium size suburban health club, therefore no comparisons can be
drawn between the results of this study and that involving larger health clubs, chains, urban
clubs or those outside of Ireland. Although the inclusion of moderating effects was
considered, it was not feasible to develop these interactions due to the limited sample size.
Study B: Generalization of the findings in this study with other international markets is
not possible due to differences in demographic factors, promotions and differences in the
health and fitness industry. No comparison can be drawn either between health clubs which
operate in a different environment, such as public or nonmembership based clubs, urban
clubs or those constituting a chain. While the offer incentives were of equal value, it is
recognized that the gift token may have appealed more to females than to males.

10. Future research

Future studies could seek to examine in greater detail why members discontinue
membership of health clubs and demographic factors which might be key to promoting
participation in various re-engagement promotions. This research is crucial in determining
new differentiation strategies and competitive advantage that can be obtained through
specific promotional campaigns targeting specific customer segments. Future studies could
also examine the impact different types of price incentives have on various different lapsed
member profiles using different framing structures, and the development of loyalty profiles of
customers that could be differentiated on the basis of socio-demographic characteristics.
Additional variables could also be incorporated and tested in the model including value,
sacrifice and quality of the service. The study examines behavioral loyalty only; future
studies could include attitudinal and emotional loyalty. Further studies could also examine
consumer behavior patterns of those members who re-engage short-term versus long-term
and a qualitative study could be incorporated in order to ascertain richer data regarding those
who re-engaged versus those who did not re-engage.
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