Delivery System
Of the Future
Exists Today

5 CITIBANK'S Walter Wels-
ton progiaimed in 1980 that

the bank of the future already |

existed o the form of Mereill Lvach, it
can well be argued that the delivery
system of the liture — that is, how
products are defivered to enstomers -
is alen herve today. Tt is not necessarily
the predominamtly lvw-touch and low-
tech tll-free telephone and eail dellv-
ery system ol Merrlll Lyoch, And It is
not necessarily the high-touch (for ex-
ample, interstate offices) and high-tech
(for example, automated teller ma-
chines, home banking, and pocket ter-
minals} systewn of Citi :

The delivery system of the future ex-
ists today In the form of the brick-ond-
e bar sy sberm of
thousands ol M-
fnncial institu-
ens. Thee trads
fional hranch
will contisue: te
ewerlve i terms |
uf E;:|I'.:q.'|!l|.'|.'|.|':|||_.|'7 |
wore aulomat-
el mnre  sales
epiembes] wigh an
increased  wrray
of  products;
mare inpovative i beems of bepe and
oeational phwement; and even more
lee pencrating with branch-sharing ar-
rangemnents and new pricing strategles,

And branel vetworks will eontinue to |

be reconfligured through closings,
wiles, purchases, switehes, relocations,
ilownsizings, and openings 1o reflect
changing demand and supply condi-
lipns.

However, we da net helleve that we
will witness the type of delivery system
revolotion predicted by many hankers,
cansultants, and even regulators where
electronic banking repluces branches

atil human tellers by the turn of the
century.

We wint nn reeord in The Bamkers
Magazine In 1977 to the effect that
even if we ever reached the cashless or
checkless socicty foreseen by some,
this would not moan a “hranchles™ -
victy. We dill helieve this today and
standl by our prediction that the branch
will continne to be the dominant deliv-
wry system in the foresceable future.

The delivery svstem of the Ratuee is !

vy -"J;

ILENEINGS PAST, FINANCLAL SERVICES' FUTURE

not necessarily the oplimal defivery
systerm, The ideal delivery svetem
should be Jdefined lrom the consumer’s
perspective as the one which provides
a bank's target market segments with
the Nexibility to eonduct any of their
desired banking activities when they
wanl, where they want, and, with
whom or what they want — w human or
i machine, .

This delivery system s here 1oday
far many customers with the wide
range of conventional and electronic
service-delivery vehicles available.
‘The optimal delivery systam from such
a marﬂut[ng peripective may or may
nod be equivalent to the ideal system
from a proaducers point of view, where
cost minimization fekes precedence
vvEr convenience maximizalivn.

This difference between consumer-
driven and prodecer-deiven delivery
aﬁtems ruises Lhe important point Daat
the “delivery system of the future” is,
1o 3 large exlent, & lunction of our fu-
ture bank structwee, Thiz iz hecause
both price and nonprice (for example,
delivery system, product, and pramo.
fion} decisions are alfected greatly by
gompetition.

If, as some visionaries predict, our
bank strueture someday becomes dom-
inated by a small numher of very large
banks, then the delivery system of the
futere will more than likely be similar
to the Citibank seenario where high-
touch and high-teeh cocxist, but much
more the latter than the former. In the
extreme case with just a fow marnmel by

“competitors,” they woulll more than
likely difine the "optimal” svstem to
| be a very high-tech, low-touch, and
liw-cost one.

Ouer view of the fulgee hank strac-
ture i3 wne-with much increased con-
centration resulting Erom a great nom-
ber of mergers, bt nevertheloss with
several thousands of Rrancial institn-
tions of all sizes. In this more likely sce-
nario, thy delivery systeen of the futuee
will b ijuite slmﬂar to niF present mix
of both eonventional and electronic de-
livery system vehicles, with an empha-
sis an the former. Consider a small
Lank without ATMs hot witls o very
strong markel position and loyal cus-
temer biase in e local area; that bank
mwy b s enove inelined o offer AT

by the turn of the century if it contin-
wes to prosper and behieves that there
is no need for ATMs, whether or not
Hsis is the case.

T [1i5kes :l:l:r“:“'lﬂ E.pl:ﬂ.dlflu dﬂ]iv-
ery syslem ol the future will be its re-
semblinee Lo the one that is cvalving
today. The delivery system of the Ju-
ture is indeed here and in place now far
eany fnancial fnstituationg but 7 sill a
developing concept that is in the peo-
cess ol being put in place Tor others.
This means that the delivery svstem of
the future will be a produet of evolu-
tion rather than revolution,
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