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Abstract: In the age of globalization the financial serviees crucial for the efficient
functioning of both businesses, as well as housishdlhe following article presents
the diversification of banking services’ availatyilin Pomorskie voivodeship in
2010 and its reasons. The article also discusgesubject of franchise as a way of
organizing sales, which could significantly bod= awvailability of banking services
in the examined arean Poland, the dominant role in the provision ohkiag
services is played by traditional bank branchesenevhough the electronic
distribution channels play an increasingly impottare. In Pomorskie voivodeship,
for every 10 thousand residents there are 4.7 beankches on average. The highest
value of the indicator was found for municipal digs of the Tricity, the districts of
Lebork, Malbork, and Stupsk. The lowest value of idaes found for the districts
of Bytow, Chojnice, Cztuchéw, and Sztum. The deiamg factor in the aspect of
distribution of bank branches in Pomorskie voivddesis the degree of
urbanization of each districthe development of franchises in the banking bgsine
is an important link in increasing the availabildfbanking services to people. The
main advantage of franchising is the division oftsoof establishing the branch
between the bank and the franchisee, as well dsehigperational efficiency. In
addition, the franchise is largely based on smaliemches, the establishing of
which is also profitable in smaller towns.
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INTRODUCTION

Services are defined in the literature in varioaysv(Grénross, 1990) defines a service as
an action or series of actions which are more g ietangible in their nature, and which normally
take place during the interaction between a chewnt a customer service representative or between
a client and the physical environment of the senpcovider. In countries with a high level of
economic development, the service sector genetlagekargest share of GDP. In socio-economic
geography, the availability of services is an intaot research issue, since it has a significant
impact on business environment and the qualitff@dff residents in the examined areas.
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Particularly important is the role of financial gees, including banking services, in the
economy. In the age of globalization they are indesicial for the efficient functioning of both
businesses, as well as households. What the adisfimes as banking services is banking
activities as defined by Polish lavand consulting services provided for customersamiks.

In this study, the diversification of banking sems$’ availability in Pomorskie
voivodeship in 2010 is characterized and its reasare determined. Moreover, areas for
possible further development of banking networks mientified. The article also discusses
the subject of franchise as a way of organizingesalvhich could significantly boost the
availability of banking services in the examinedar

MAIN DISTRIBUTION CHANNELS FOR BANKING SERVICES

Services are delivered to customers through aildigton system, i.e. a set of channels
used by a company to distribute a given productgaty (Pilarczyk and Stedaka, 2006). In
the banking business, the dominant role has beagegl by a model of multi-channel
distribution based on the distribution of produttteough both traditional branch network and
electronic channels (Chwirot-Zakrzewska, 2009).

The proceeding development of information technglagd the ever wider people’s
access to the Internet has made electronic champteysan increasingly important role in the
distribution of banking services. Nevertheless, 2009 in Europe, the dominant role in
providing banking services still belongs to traalital bank branches.

The sales volume of banking services in brancheguated for as much as 78.4 % of total
sales volume. At the same time, the volume of salmsducted through electronic channels
accounted for only 7.8 %. The share of electronsgtribution channel is likely to increase;
however, the leading role is still going to be gdyy bank branches (Bilga, 2010).

In Poland, the dominant role in the provision ofnkiag services is also played by
traditional bank branches, even though the elemtrdistribution channels play an increasingly
important role (Chwirot-Zakrzewska, 2009).

This is due to the advisory activities which aref@ened in bank branches. Customers
making their important financial decisions expeot only that banking transactions would be
managed efficiently, but also that they would cohtaank representatives directly, on the spot.
For this reason, the distribution of bank brandhes certain area still plays the leading rolehie t
analysis of availability of banking services.

THE DISTRIBUTION OF BANK BRANCHES IN POMORSKIE VOIV  ODESHIP IN 2010

One of the features of banking system in Polaritiésuneven distribution of bank branches.
Therefore, there are significant differences inakailability of banking services to residents atle
area and in the intensity of competition which ebidnch has to withstand. In the area of Pomorskie
voivodeship, the availability of banking servicaseach district is also highly diversified (figuie

In Pomorskie voivodeship, for every 10 thousandidests there are 4.7 bank
branches on average. The highest value of the &tdiovas found for municipal districts of
the Tricity, the districts of ébork, Malbork, and Stupsk (5 - 7 bank branchesdweery 10
thousand inhabitants). The lowest value of indeesgl than 3 branches per 10 thousand
inhabitants) was found for the districts of Byté@hojnice, Cztuchéw and Sztum.

! The bill passed on August 29, 1997 r. — Bank law. (D. of 2002, No 72, item. 665 with further chas)jgacknowledges
such banking activities as: the acceptance of daplosits paid on demand or at a predefined datajrrg accounts for
such deposits, running other bank accounts, ggmtiedits and cash loans, granting and confirmiagkbguarantees,
opening and confirming letters of credit, issuirank securities, settling bank accounts holding c&suing electronic
money instruments, issuing debit cards and managpegations using such cards, operations involelmerks and bills of
exchange, warrant operations, purchase and sa&reifvables, the storage of valuables and seayrjti®vision of safe-
deposit boxes, conducting purchase and sale @igiorexchange values, granting and acknowledgirgtiss, performing
commissioned operations related to issuing seesritirokerage in money transfers, and settlemeritsgign exchange
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Figure 1. The average number of bank branches per 10 thdusaitents in Pomorskie voivodeship
in 2010 with division by districts
(Source: author’s own study based on the contdatis®f bank branchgs
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Figure 2. Lorenz concentration curve for bank branches
in the districts of the Pomorskie voivodeship iri@0
(Source: author’'s own study)
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It should be noted that the average ratio for Rbl@n3.9 per 10 thousand residents. In
Pomorskie voivodeship for every 10 thousand intzaité there are more bank branches than in
Norway (2.5 branches), Romania (2.9), and Belgi@m)( but less than in Italy (5.7), France
(6.0) and Spain (9.6) The concentration ratio of bank branches, asutated from Lorenz
concentration curve (figure 2), equals 0.53. Thacentration ratio can assume theoretical
values within the range (0,1), where 0 means tl& laf concentration, and 1 means full
concentration (Makaand Urbanek-Krzysztofiak, 2007). In the light dktabove, the spatial
concentration of bank branches in Pomorskie voighge can be considered significant. The
concentration curve analysis shows that the higkestial concentration of bank branches
occurs in municipal districts of Gdsgk, Gdynia, Stupsk, and in the district of Wejheoowin
the area of these districts, 46 % of total bankblhas are concentrated.

The determining factor in the aspect of distribatiof bank branches in Pomorskie
voivodeship is the degree of urbanization of edstridt. Figure 3 depicts the relationship between
the number of bank branches per 10 thousand irdrabitand the degree of urbanization of
districts in Pomorskie voivodeship. Basing on efopirdata, a simple mathematical model was
constructed in which the number of bank brancheslfethousand residents is the dependent
variable, while the degree of urbanization is thdependent variable. There is a clear linear
relationship between variables. The determinatmeffecient R2 equals 0.6772, which means that
the model explains the variability of the dependemtable in almost 68 %.
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Figure 3. The relationship between the number of bank brasiper 10 thousand inhabitants and the degree
of urbanization in the districts of Pomorskie vadeship in 2010.
(Source: author’'s own study)

2 The author's own calculations based on reftlr Banking Sector — Facts and Figure2010, European Banking
Federation.
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The justification of such a strong influence of thegree of the districts’ urbanization on
the density of bank branches must be sought inwthg of services distribution by banks
operating in Poland. Until the end of the XX cemtuarge bank branches played the most
significant role in the distribution of banking s&es. Running such branches is associated with
high costs, and thus to achieve profitability theged to have an adequately high turnover,
which can only be secured in larger towns. Largekbaranches still play a significant role in
the distribution of banking services. However, #cteases steadily in favour of smaller
branches, whose location in smaller towns has dyréacome profitable.

The largest positive deviation of empirical datanfrthe theoretical data as calculated on
the basis of the model was observed for the distrfcKartuzy, Lebork and the municipal
district of Stupsk. On the other hand, the largegjative deviations are typical for the district of
Stupsk, Tczew and Cztuchoéw. By comparing this infation with figure 1, the considerable
importance of bank branches located in Stupsk @andiiced in terms of provision of banking
services to residents of the whole districts ofpSkuand kgbork. Analogically, bank branches
located in the Tricity are of similar importanceithabitants of the district of Tczew, and bank
branches located in district of Malbork - to inhabits of the district of Sztum.

In the course of this research, the impact of ezsisl income size on the concentration of
bank branches in each district was also estimat®ih the aim to do it, the previously
constructed model was enhanced with another indbpenvariable, “the average monthly
income per capita in zt”. It turned out that in thew model the determination coefficient R2
equals 0.6773. It means that this model explaires thriability of bank branches per 10
thousand inhabitants only by 0.01 % better tharptieeious model, based only on one variable.

This has become the basis for formulating a hymiththat the variable, “the average
monthly income per capita in zt", is not statistigasignificant. The verification of this
hypothesis performed by using Student's t-testh@atsignificance levek = 0.01) did not give
reason for its rejection. Income is therefore adaavhich has not been directly taken into
consideration while deciding about the locationbafnk branches yet. The average monthly
income, however, is strongly positively correlateith the degree of urbanization of each
district (Pearson’s linear correlation coefficiéht 0.75).

Since the demand for banking services depends @pigie income, the districts with a low
number of bank branches per 10 thousand residedtsvih relatively high average income per
capita could be the areas of potential further Wgreent of distribution networks of banking
services. These are primarily districts of StupBktéw, Sztum and Kézierzyna. At the same
time, districts with a high number of bank brancpes 10 thousand inhabitants and low average
income per capita are the areas with lower poteritin development of networks of bank
branches. These include the city of Stupsk, andltteicts of Malbork and ¢bork.

FRANCHISE AS A WAY OF INCREASING THE AVAILABILITY O F
BANKING SERVICES

Franchise is a specific method of organizing safegoods and services (Stawicka, 2009)
defines franchise as a long term, chargeable psioniggranted to a franchisee, a licence, and
consent to offer products or services on behalthef franchisor and to use its trade name,
trademark, logo, as well as to apply the pricegrotlucts assumed by the franchisor.

One type of business in which franchise networksettgp dynamically is the banking
business. The use of franchise in the banking lessirbrings several benefits for both the
franchisor and the franchisee. A significant rolddmgs here to the method of financing the
expansion of branch network. The bank incurs loeasts, since it uses - as a large part - the
franchisee's capital. In this way, the bank obtaihe possibility of expansion to local
markets, where running its own branch would nophsitable.

In addition, the way of managing the branch andefffiectiveness of performed activities are
important elements, because in most cases, amplbged franchisee achieves better results than a
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hired manager. Meanwhile, an entrepreneur who pifnanchise above all obtains the know-how, as
well as the possibility of running a bank brancldemthe brand which is well established in the
market, and without a huge outlay as is requirednndetting up one’s own bank (Szewczyk, 2008).

The development of franchises in the banking basirie an important link in increasing the
availability of banking services to people. Theauages of this form of organization of sales make
it play an increasingly important role also in Pashkie voivodeship. The best - developed network
of franchise branches in Pomorskie voivodeshigib®2belonged to PKO BP - 97 outlets.

The second largest network was Monetia, which dyrded less than half of them. It should
be noted that the PKO BP was the only bank thatlbasloped its network of partner branches since
the early fifties of the twentieth century; howewarthat time franchise branches’ scope of operati
included only activities related to clearing trastgmns and deposits, so they are difficult to corapa
with the institutions established nowadays. Suchkbaas BPH and Getinbank possessed 10
franchise branches in Pomorskie voivodeship, wisefmachise networks of the remaining banks
had less than 10 branches and the other bankselaat than 10 branches. The importance of
franchise branches in the distribution of bankieyges is varied among banks (figure 4).
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Figure 4. The share of each bank’s own and franchise branohthe total number of branches of the
selected banks in Pomorskie voivodeship in 2010.
(Source: author’s own study)

DnB Nord bank established Monetia brand in ordebwdd a distribution network as a
franchise, and therefore Monetia network consigtly af franchise branches. It should be
emphasized, however, that they offer a smallergarigervices than branches of DnB Nord, as well
as franchise branches of the remaining banks ébde 1).

In 2010 Monetia Banking Agency offered only deposihd settlement products. In the case
of PKO BP, the number of franchise branches excéeelsnumber of bank's own branches. A
significant share of franchise branches also baldodgsetinbank. These accounted for almost 60 %
of all branches of the bank. Additionally, it appeghthat partner branches of Getinbank offered more
products and services than the bank’s own brandftesse are namely mortgages, and car leases,
which in larger towns were sold by specializedglouis of Getin group, such as DOM Bank or Getin
Leasing (Dudek, 2008).

In case of the other banks, the share of frandhiaaches in the total number branches
is not that high. However, they are an importartment of the distribution network, inter
alia, for BZ WBK, Multibank, and BPH. It should mnphasized that in case of Multibank,
equipment and products offered by franchise brasdwenot differ at all from those found in
the bank’s own branches.
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Table 1.Products and services offered in franchise bramoliselected banks in 2010
(Source: author’'s own study based on analysis wk$jaffers)

~ 4 X X
s & |8 |§z |§ |5 |& |Q
Product or service = S 2 o @ 2 2 o < <

N 5 3 Q@ | 8 E X o

m o O z s e
Credit / cash loan yes yes yes yes no yes yes yes
Loan / loan consolidation no yes yes ng ng yes yes yes
Mortgage yes yes yes yes no yes yes yes
Car loan no no yes no no yes no ng
Credit cards yes yes yes yes ng yes yes yes
Current account yes yes yes yes no yes YES yes
Savings account no no no yes ng yes yes yES
Foreign currency account no no no no no yes no yes
Deposit yes yes yes yes yes yes yes yes
Settlement products yes yes yes yes yes yes yes es
Investment funds no yes yes| yes ng yEs njo no
Brokerage Services no no no no ng yes np no
Western Union services yes no no ng n( np no YES
Leasing no no yes no no no no no
Other services — e.g. no no no no yes no no no
phone top-ups

There are two main models of franchise systemshin dffer of banks operating in
Pomorskie voivodeship. In the first one, the bam&vjges franchisees with a fully equipped
office, which is not usually much different fromettbank’s own branches. In addition, the bank
itself will select the most convenient location fbe branch. One disadvantage of this system is a
relatively high cost of accession. In case of IN@nBSlaski, which prefers this system, the
minimal sum of franchisee’s own contribution is tB@usand zt, while in case of Multibank, it is
about 100 thousand®zlin the second model, the responsibility to fimdl @quip the office rests
upon the franchisee. The selected location mustppeoved by the appropriate authorities of the
bank. The franchisor helps to adapt the premisdbestandards applying for the franchise, not
always contributing to the costs of the projeocbuigh. Additionally, in this model a partner branch
often has limits concerning the product offer ampared with the bank’s own branches. Joining
the franchise network which functions on the ppfe$s mentioned above, however, is usually
much cheaper. The minimal sum of the contributiequired from a franchisee is in the range
between 10 thousand zt in case of PEKAO SA andh8dgand zt in the case of PKO BP. It
should be noted, though, that these amounts mgydegrending on local conditions.

Especially the second of the models may contribuiacreasing the availability of banking
services in the analysed voivodeship. It is becdbsemodel is based on smaller branches, the
establishing of which is economically viable alsosmaller towns, that is, in the areas, where the
availability of banking services has been relagiel so far. An important aspect for potential
franchisees is also the relatively low cost of jjegnthe franchise.

SUMMARY

Despite the fact that banking services are providegeople on an increasingly large scale
using the electronic distribution channels, banknbhes still have the chief influence on the
availability of these services in Europe. In Porkigrsoivodeship, for every 10 thousand residents
there are 4.9 bank branches on average, which e than their average number for the whole

3 This sum includes the franchise fee, which amotm85 thousand PLN.
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Poland. The largest availability of banking serside found in districts with a high degree of
urbanization. It is the major factor influencing ttiistribution of bank branches. What is surpriging
the fact that the availability of banking serviggsiot directly dependent on people’s income irheac
area, even though this is the factor that signifiyeaffects the demand for banking services.

The increase in the availability of banking sergiae Pomorskie voivodeship will probably
take place in districts with a low number of braeetper 10 thousand inhabitants and with a
relatively high average income per capita (dissrit Stupsk, Bytéw, Sztum, and kmerzyna). At
the same time, districts with a high number of bhrdnches per 10 thousand residents and with
low average income are the areas with lower patkbftir development of networks of bank
branches (the city of Stupsk, and the districtMafbork and Ilgbork).

The increase in the availability of banking sersicemay be affected by the further
development of the banking franchise networks. laén advantage of franchising is the division
of costs of establishing the branch between thek bmmd the franchisee, as well as higher
operational efficiency. In addition, the franchige largely based on smaller branches, the
establishing of which is also profitable in smaliewns. Banks are therefore likely to use this way
of expansion to an increasingly large extent, whichy increase the availability of banking
services in the areas with a lower degree of udadioin.

REFERENCES

Bulgirea C. N. (2010)Distribution of banking products and servicds, Annals of the University of Oradea:
Economic Science; no 2., vol. 1, Oradea;

Chwirot-Zakrzewska P. (2009)cena wielokanatowego modelu dystrybucji ustug tagkh w Polscen e-Finanse, 4/2009;

Dudek M. A. (2008)Rosmca si€, in Gazeta Bankowa, 6/2008;

Gronross C. (1990), Service management and magkektanaging the moments of truth in service compeéia,
Lexington Books, Massachusetts;

Makat W., Urbanek-Krzysztofiak D. (200#)etody Opisu Statystyczne§@ydawnictwo Uniwersytetu Gdakiego, Gdask;

Pilarczyk B., Stefaska M. (2006)Dystrybucjain B. Pilarczyk, H. Mruk (ed.) Kompendium wiedzynarketingu, PWN, Warszawa;

Stawicka M. K. (2009)Franczyza — droga do sukceSMydawnictwo ONE Press, Gliwice;

Szewczyk R. (2008)lak partner z partnerenin Gazeta Bankowa, 6/2008;

** The bill passed on August 28997 r. — Bank law (Dz. U. of 2002, No 72, iter56@with further changes);

** EU Banking Sector — Facts and Figur@910, European Banking Federation.

Submitted: Revised: Accepted: Published online:
March 07, 2011 April 10, 2011 April 29, 2011 May, PD11



