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Abstract

A Study On Activating Retail Banking Service

Under the Changeful Environment

Keun Park
Department of Business Administration
Graduate School of Business Administration
Cheju National University

Supervised by Professor Hyoung-Gil Kim

The rapid growth of international trade and investment has
brought progress to many countries, including Korea. But as we
well know, capital flows can be volatile, exposing countries to
the risk of financial crisis.

Currently, the Korean economy is getting batter from financial
crisis In line with the International Monetary Fund’s program.

However, Korean bank margins are among the lowest in the
world, about 1.4 percent, which is extremely low. Consequently,
Korean banks need to find ways to cut costs and increase
spreads to become more profitable or to make income from new
markets.

Especially local banks still have a big job of cleaning out

their portfolios, meaning weak corporations need to be weed ed
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out. Yet once the banks clean out their portfolios, they will be
able to raise more private-sector capital. So when capital base
and portfolios 1mprove, they will become much stronger. This
will lead to the strong and flexible financial system needed for
underpinning the market economy and resisting future shocks.

The purpose of this study i1s to consider how to activate retail
banking service under the changeful environment, especially for
local banks.

To accomplish this purpose, 400 customers of local bank i1n
Jeju were given questionnaires of which 333 were returned of
which 325 were used for empirical analysis.

This study consists of 5 chapters:

(1) Introduction

(2) Theoretical Backgrounds : Retail Banking Service
(3) Theoretical Backgrounds : Case Studies

(4) Empirical Research

(5) Conclusions.
Frequency, T-test, Oneway ANOVA, Cross-tabs(Chi-square:x’),
Correlation, Regression, Reliability and Factor Analysis by a
statistical package, SPSS for Windows(Release 10.0), were used to

analyze each variable.

The study can be summarized as follows:
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(1) Banking markets consist of buyers and those buyers differ
In one or more respects. They may differ in their wants,
resources, geographical locations, buying attitudes, buying
practices and etc. In this study, customers for local banks
were market-segmented by behavioral and demographic
variables (see table 4-21).

(2) Banks produce several banking products that exhibit

different features. They are designed to offer variety to
banking service consumers rather than to appeal to
different market segments. Customers have different tastes
and their tastes change over time especially under the
unsecured environment.
Many customers of banks have same need to finish their
banking service in short time and simple way. That means
banks should design new services for customers who are
skilled in wusing electronic machine. For this kind of
service, banks should install many small size branches and
ATM(Automatic Teller Machine).

(3) Answerers for this questionnaires showed high mean for
some electronic method related questions such as banking
service with no workers(5.382 of 7), tele-banking(5.535 of
7) and internet banking(5.603 of 7) while the mean for the
degree of satisfaction for tele-banking and internet

banking(3.902 of 7) is so low. This means banks should
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build various banking channels for each segment. Internet,
CD, ATM, tele-banking movable branch, small size branch
and etc may be some examples for those channels.

(4) Banks should introduce customer-oriented facilities such as
front desks and electronic machines. Especially the layout
of front desks can be changed very much. Multi-media
system for customers and employees can be one example.
In designing the layout, the function such as one-stop

banking, private bank service and etc. must be considered.

Limitations to this study are as follows:

(1) Samples of data were collected only in certain period(April
11, 2001 to April 15, 2001) and specific area(Jeju), so the results
of this study may have the limits of application.

(2)  As this thesis was done for general banking service,
there may be difficulties in generalizing the results of empirical
research. That is, to find more detailed knowledge about specific
banking service, further studies for each banking service should

be followed.
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