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Abstract

Due to increasing digitalization, the German banking sector is undergoing
a massive period of change. This threatening challenge is massively influ-
enced by demographic change, supervision and regulation, the low-interest
phase and technological progress. In the last twenty years, mergers of re-
gional banks, staff reduction measures and the closure of their traditional
bank branches have been the order of the day. Banks in Germany are there-
fore forced to deal with the introduction of omni-channel concepts. The
aim of the research is to make a statement on the extent to which the two
distribution channels “bank advisor” and “traditional bank branch” will still
play an active role for regional banks in Germany in the future. The results
of standardized interviews with bank experts (N = 43) in Germany form the
core of this study. This paper summarizes the findings of the quantitative re-
search descriptively. Furthermore, the article critically examines the academic
discussion on the digital transformation of banks in Germany, especially sav-
ings and cooperative banks. This article is structured as follows: Introduc-
tion, Literature Review, Methodology, Results and Discussion, Conclusions,
Limits and Directions for further Research. The results of this article can be
useful for researchers and bank practitioners to identify and utilize the stra-
tegic change potential under omni-channel aspects due to the digital trans-
formation.
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1. Introduction

The German banking sector is traditionally divided into three subsectors or pil-
lars (see Figure 1). These are private banks (pillar 01), savings banks (pillar 02)
and cooperative banks (pillar 03). Savings banks and cooperative banks are very
similar in their structure, clientele and product range. In contrast to private
banks, savings banks and cooperative banks belong to the so-called regional
banks (Frank et al., 2014; Giebe, 2019; Giebe & Schulz, 2021c). Therefore, the
focus of this research is on savings banks and cooperative banks in Germany.

The entire industry has been facing extreme challenges for several years. The
cause, among other factors, is the historically lowest interest rate level in the eu-
ro area and in Germany (Wolgast, 2016). In addition, the influence of new digi-
tal technologies has long since found its way into companies’ business processes.
No company can defend itself against the effects of the digital transformation.
And those who do not face this situation with a suitable strategy have a big
problem (Liu et al., 2011; Hess et al., 2016). So-called financial technology com-
panies (FinTechs) are also entering the banking market and have occupied nich-
es. The focus here is often on improving processes through the use of informa-
tion technology (Gai et al., 2018). The pressure on banks to act arises, among
other things, from changes in the demand for new solutions. This also applies to
the improvement of existing products or optimized product positioning (Mavlutova
& Volkova, 2019).

According to Fischer and Arz (2016), the focus of banks is rather on improv-
ing the economic framework conditions, so that banks neglect the necessary
serving of customer interests. This poses the risk that banks may not be opti-
mally prepared for future challenges (Fischer & Arz, 2016). Digitalization is
therefore changing many processes in the German banking market. Many Ger-
man banks could miss the boat in the age of digital transformation (Giebe, 2019).
Due to the circumstances described above, regional banks in Germany are forced

to act.

01

PRIVATE BANKS SAVINGS BANKS COOPERATIVE BANKS
(SPARKASSEN) (GENOSSENSCHAFTSBANKEN)

Figure 1. The three pillars of the German banking system (Giebe & Schulz, 2021c).
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Engerer and Schrooten (2004), Eim et al. (2006) and Auerbach (2009) already
conducted research on the two banking groups, the savings banks and coopera-
tive banks in Germany, several years ago. These studies primarily document
merger activities of both banking groups (Engerer & Schrooten, 2004; Eim et al.,
2006; Auerbach, 2009). And the trend will continue, with more mergers of re-
gional banks expected in the coming years (Terliesner, 2016).

Current research in the German banking sector using the example of savings
banks and cooperative banks also focuses on distribution channels. For example,
Giebe and Schulz (2021a, 2021b, 2021c) confirmed in their research that savings
banks and cooperative banks had to drastically reduce both the number of em-
ployees (see Figure 2) and the number of traditional bank branches (see Figure
3) in the years 1999-2018, not least due to digitalization (Giebe & Schulz, 2021a;
Giebe & Schulz, 2021b; Giebe & Schulz, 2021¢).

The current state of research assumes that digitalization has an impact on
banking. According to Menrad and Varga (2020), the blanket assumption is not
wrong, but it is too imprecise and undifferentiated. In their quantitative study,
they look at customer behavior in relation to the acceptance of digital channels
and technologies in banking in the European Union. Even the consolidated view
of banks in the European Union is that the trend is to reduce branches and push
digital channels. However, customer behavior is by no means representative of
all banks in the European Union. Thus, further research is needed to analyze
country-specific aspects to study the shift from analogue to digital banking (Menrad
& Varga, 2020).

Comparison of the number of employees
Timespan: 1999 - 2018
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Figure 2. Comparison of the number of employees (Giebe & Schulz, 2021¢).
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Comparison of the number of branches
Timespan: 1999 - 2018
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Figure 3. Comparison of the number of branches (Giebe & Schulz, 2021c¢).

This research gap is taken as an opportunity to examine the banking market
more closely using the example of the savings banks and cooperative banks in
Germany as part of the omni-channel discussion. The research question defined
in this thesis is whether the two distribution channels “bank advisor” and “tradi-
tional bank branch” will still play an active role for savings banks and coopera-
tive banks in the future. This research question is very interesting in the light of
Figure 2 and Figure 3, as the number of advisors as well as the number of tradi-

tional branches has been greatly reduced.

2. Literature Review

To substantiate the quantitative research project with scientific literature, a
search was made in scientific databases for suitable literature. In total, findings,
and essences from 27 articles were considered in this work. The researched lite-
rature can be divided into three parts. The first cluster contains 9 articles on the
situation in the German banking sector, especially in the savings and cooperative
banks. These are the research papers by the following authors: Auerbach (2009),
Eim et al. (2006), Engerer & Schrotten (2004), Frank et al. (2014), Giebe &
Schulz (2021a), Giebe & Schulz (2021b), Giebe & Schulz (2021¢), Loffler & Giebe
(2021) and Wolgast (2016). It can be seen from the literature reviewed that the
banking sector is facing a very big challenge. In the last twenty years, there have
been collective branch closures as well as staff reduction measures.

The second cluster summarizes the results from 11 articles on digitalization or

digital transformation. These are the research papers by the following authors:
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Fischer & Arz (2016), Gai et al. (2018), Giebe (2019), Giebe et al. (2019), Ham-
merstrom et al. (2019), Hess et al. (2016), Hock & Giebe (2022), Liu et al. (2011),
Mavlutova & Volkova (2019), Sebastian et al. (2017) and Sun et al. (2018). The
main findings of the literature section researched are that the digital transforma-
tion has also inexorably hit the banking industry. Technical innovations such as
robo advisory or big data analytics are discussed and applied in this context.

The third and final cluster is about literature on omni-channel discussions
and other distribution channels from 7 articles. These are the research papers
from the following authors: Kraft (2019), Menrad (2020), Menrad & Varga
(2020), Rohrmeier (2015), Terliesner (2016), Wohllebe et al. (2020) and Woh-
llebe et al. (2021). The discussion about an optimal om-ni-channel strategy is
decisive for this literature section. The studies on current expert opinions are
rudimentary. For this reason, there is a research gap for the German banking
sector. This paper aims to close the research gap insofar as the opinions of
banking experts can be considered. The results of the findings of all three parts

are summarized narratively in this research paper and used for a discussion.

3. Methodology

In order to answer the research question, a series of interviews was arranged and
successfully implemented from August to October 2021. The profession of bank
clerk is the relevant training profession in the banking sector. The majority of
employees in the banking sector complete this vocational training (Frank et al.,
2014). Therefore, participants were randomly selected who had successfully
completed vocational training at a savings bank or a cooperative bank in Ger-
many. Finally, personal interviews were conducted by telephone or video confe-
rence with a total of 43 trained bank clerks. In addition to this aspect, another
premise was that the interviewees are currently employed in the financial servic-
es sector. With these attributes, the interview partners can be attested the status
of “banking expert” in the view of the authors.

3.1. Demographical Findings

24 bank experts are male and 19 female. The average age over all bank experts is
38.4 years. It is even well-balanced between the sexes. The average age of the
male bank experts is 38.75 years and of the female experts 37.94 years. Another
question answered was the period since accomplish their education. The average
professional experience can be divided into three groups: 1) 7% 1 - 5 years, 2)
42% 6 - 15 years and 3) 46% more than 15 years.

The 43 bank experts were asked to respond to the following statements:

Statement I The bank advisor will continue to play an active role in the age of
digitalization (only one answer possible).
e Applies
e Somewhat true

e Somewhat disagree
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e Does not apply
Statement Il The traditional bank branch will continue to play an active role
in the age of digitalization (only one answer possible).
e Applies
e Somewhat true
e Somewhat disagree

e Does not apply

3.2. Verification of Potential Different Perspectives of Both Bank
Groups

In order to investigate whether the experts of the cooperative banking group and
those of the public banking group assess the future significance of the advisor
and that of the branch offices differently, a multivariate analysis of variance
(MANOVA) of the experts’ opinions was conducted. MANOVA analyses are a
popular statistical tool in scientific analyses that allow the comparison of mean
vectors between groups and an assessment of the effects of independent variables
on dependent variables (Backhaus, Erichson, Plinke, & Weiber, 2018: p. 164;
Finch & French, 2013). In particular, it was analysed whether the experts of the
different bank groups (the independent variable) have a different perspective on
the assessment of the role as a future bank advisor and on the importance of the
bank branches (both the dependent variables), taking into account the increas-
ing digitalization in the banking sector. The statements of the bank experts
“agree”, “tend to agree”, “tend to disagree” and “disagree” were scored on a scale
of 1 to 4, where “agree” was scored as 4, “tend to agree” as 3, “tend to disagree”
as 2 and “disagree” as 1. Using this scaling, the values could be evaluated by an
arithmetic mean. Subsequently, the influence of these independent variables on a
set of metric variables as dependent variables could be evaluated. Afterwards, the
influence of these independent variables could be investigated by difference tests
on the set of existing metric variables as dependent variables (Backhaus et al.,
2018; Hair, 2019). Statistical significance was measured using the F-statistics of a
MANOVA and the variances respectively the mean square deviations were ob-
tained from the dispersions by dividing them with their respective degrees of
freedom (Backhaus et al., 2018). The null hypothesis H, of a MANOVA analysis
assumes that the mean vectors of all groups are equal and thus correspond to the
same population (Hair, 2019; Johnson & Wichern, 2014). Hoin the 2 group case
can be represented using the t-statistics according to Finch and French (2013) as

follows:
-1
2 (v v Yls[ i1 (v_ov
T _(Y1 Yz){s{nfnzﬂ (Yl Yz)

whereby, Y, is the mean vector for the group 1 and Y, is that of the group 2.
The sample size for group 1 is represented by n, and that for2by n,.
The sample pooled covariance matrix is calculated by
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n-1)8 +(n,-1)S
=( L ) : ( d ) 2. Covariance matrix for group 1 is represented by S,
n+n,-2

respective S,. The transpose operator (') is used to form sums of squared dif-
ferences in the context of matrices, and the inverse (—1) is used for matrix divi-
sion (Finch & French, 2013). Statistical significance is measured at a significance
level a of 0.05 (p-value < a) (Hair, 2019; Johnson & Wichern, 2014). SPSS 27
Statistics 27 and R-4 (4.0.2) packages were used to perform statistical analysis.

4. Results and Discussion

When selecting the answer options, a four-point Likert scale was chosen. This
was to exclude a tendency towards the middle. Furthermore, only one answer
option was provided in order to obtain a clearly interpretable answer. In chapter
4.1 (Distribution channel: Bank advisor) and chapter 4.2 (Distribution channel:
Traditional bank branch) the answers of the test persons are described and visu-

alized in bar charts. Chapter 4.2 contains statistical tests.

4.1. Distrubution Channel: Bank Advisor

53.49% of the banking experts believe that bank advisors will continue to play an
active role in the future and voted “applies”. 34.88% of the banking experts
agreed with the statement “somewhat true”. 11.63% of the bank experts chose
the third best possible answer option “somewhat disagree”. On the other hand,
none of the respondents were of the opinion that bank advisors will no longer
play an active role in the future. The statement “does not apply” was not selected

(see Figure 4).

4.2. Distribution Channel: Traditional Bank Branch

25.58% of the banking experts believe that the traditional bank branch will con-

tinue to play an active role in the future and voted “applies”. 37.21% of the

Bank Advisor will still play an active role

N
(%]

N
(=}

The banking experts (part of the
sample size N=43)
o &

w

0 .

Applies Somewhat true Somewhat disagree = Does not apply

Figure 4. Own representation, future role of bank advisors.
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The banking experts (part of the sample size N=43)

—
A~

banking experts agreed with the statement “somewhat true”. 32.56% of the bank-
ing experts chose the third best answer option “somewhat disagree” and 4.65%
of the respondents are of the opinion that the traditional bank branch will no
longer play an active role and voted for “does not apply” (see Figure 5).

In a direct comparison of the two distribution channels, the vote for the “bank
advisor” is more than twice as high as the vote for the “traditional bank branch”
for the answer option “applies”. The second-best answer option “somewhat
true” is apparently almost the same size. For the “somewhat disagree” answer,
the “traditional bank branch” is given an almost three times higher answer than
the “bank advisor”. Also, for the vote “Does not apply”, only the “traditional
bank branch” had two of the 43 answers. It can be interpreted that, from the
point of view of the bank experts, the traditional bank branch will be of medium
importance in the future. The role of the bank advisor, on the other hand, is seen
by the bank experts as having a better, more solid, and good significance (see
Figure 6).

It could be proven that the distribution channel “bank advisor” is considered
more important than the “traditional bank branch”. However, it makes sense to
look at the practicality in combination. According to Rohrmeier (2015), the tra-
ditional bank branch will continue to play an important role for customers in the
future, as some of them still consider personal advice to be important
(Rohrmeier, 2015).

4.3. Results of the MANOVA Analysis

The analysis of the expert outcomes revealed a violation of the normal distribu-
tion, as is often the case when evaluating rating scales (Kline, 2016: p. 74; Weiber
& Miihlhaus, 2014: p. 181), which is, however, one of the fundamental prerequi-
sites for a MANOVA analysis (Eschweiler, Evanschitzky, & Woisetschlager,

Bank Branch will still play an active role

[~}

_—
S N

S N A~ O

Applies Somewhat true  Somewhat disagree  Does not apply

Figure 5. Own representation, future role of bank branches.
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The banking experts (part of the sample size N=43)
[e]

Comparison: Bank Advisors (green) and Bank
Branches (blue) will still play an active role

Applies  Applies Somewhat Somewhat Somewhat Somewhat Does not Does not

true true disagree disagree apply apply

Figure 6. Own representation, comparison future role of bank advisors and bank branches.
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Figure 7. Own representation, range of evaluation of the different bank groups.

2007: pp. 549-551; Hair, 2019: p. 399). To address and heal this issue, among
others Backhaus et al. (2018: p. 199), Eschweiler et al. (2007: p. 550), Glaser
(1978: p. 165) suggests using equal-sized groups by randomly eliminating data-
sets to transform the data closer to a symmetric normal distribution. Applying

this, the group size of the experts from the public banking sector was reduced
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from 23 to 20 for the purpose of the MANOVA analysis by random elimination,
however, thus matching the group size of cooperative bank experts.

The analysis by outliers (cut-off values were calculated using the Chi* distribu-
tion with a p-value of 0.001) regarding the Mahalanobis distance (Backhaus et al.,
2018: p. 234) for the multivariate outliers in the data set did not reveal any irregu-
larities (Backhaus et al., 2018: p. 199; Eschweiler et al., 2007: p. 550). Correlations
between the dependent variables were low at 0.585 (r < 0.90) at a significance level
of 0,001 (2-tailed), indicating that multicollinearity was not a confounding factor
in the analysis (Harlow, 2005: p. 46; Verma, 2016: p. 191) (see Figure 7). Homos-
cedasticity of the error variances between “Advisor will play an active role” and for
“Branch Office will play an active role” was fulfilled and assessed by Levene’s test
of equality for the results (p > 0.05). Furthermore, homogeneity of the covariances
was determined by Box’s test (p > 0.001) (Hair, 2019: p. 372; Verma, 2016: p. 211).
Finally, a one-way MANOVA found no statistically significant differences between
the Bank Groups (experts’ opinion) on the combined dependent variables, F (2,
37) = 1.087, p = 0.348, partial n* = 0.056, Wilk’s A = 0.944.

The results reveal a consistent, non-significantly divergent view among bank
experts on the future role of bank advisors and the role of the bank branch in the
context of the strong increase in digitalization in the banking business.

The results in Table 1 show that advisors will continue to play an indispensa-
ble role in traditional banks. Even the increased digitalization will not achieve
any significant change in this professional profile, both banking groups agree.
Both banking groups also agree on the role of the bank offices. Although their
importance is less pronounced than the role of the bank advisor, the bank ex-
perts are of the opinion that the branch office will continue to play an important
role. However, the opinion on this is less clear in relation to the standard devia-
tion. There are also slight differences in unambiguity. On average, the opinion of
cooperative bank experts is less firmly established than that of their colleagues in

the public sector.

Table 1. Perspective of the advisor and the role of the office as perceived by the different bank groups.

Dependent variables

Advisor will play Branch Office will play an
Independent . J . j
] an active role active role satisfaction
variables
F-Val F-Val
Mean SD L. aue . Mean SD L. ue .
Significance Partial n? Significance Partial n?
Cooperative
Bank Experts Bank Group 3.35 2.650
=43 0.67082 0.356 0.87509 1.759
=20 0.554 0.192
reduced randomly 0.009 0.041
driven to: Savings Bank 3.55 : 3.050 :
Group n =20 0.68633 0.82558

P < 0.05 for testing significance (HO: no differences in the mean vectors of the dependent variables between the groups); SD =
Standard deviation; F (df Hypothesis, df Error); F (1, 38).
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5. Conclusion

The research question formulated within the framework of this work, whether
the two distribution channels “bank advisor” and “traditional bank branch” will
still play an active role for savings banks and cooperative banks in the future, can
be answered. It can be stated that from the point of view of the bank experts, the
sales channel “bank advisor” is rated better than the sales channel “traditional
bank branch”. This means that the bank advisor will play a more important role
than the traditional bank branch from the respondents’ point of view. The value
of this research lies in its topicality and the fact that the respondents were
trained in a savings bank or a cooperative bank in Germany. Thus, the results
can be interpreted as a statement by “banking experts” who are currently work-
ing in the financial services industry.

According to Menrad (2020), the banking process will change significantly.
Unfortunately, banks are lagging other industries. The introduction of an om-
ni-channel concept in connection with digitalization activities will have a deci-
sive influence on the banking business in Germany. Omni-channel management
is seen as having an impact on bank sales, staff, processes, the customer side,
customer satisfaction and loyalty (Menrad, 2020).

It is striking that the respondents with an average age of 38.4 years are young-
er than the bank average of 44.3 years (Arbeitgeberverband des privaten Bank-
gewerbes, 2018). It can be assumed that the subjects of this study thus have both
the experience and innovativeness as well as an eye for visionary future and di-
gitalization topics in general.

The right digital strategy of regional banks only has added value if it also
receives the necessary attention. This goes hand in hand with the need to bundle
resources and encourage investment. However, the best digital strategies derived
operational decisions and strategic decisions at the same time (Sebastian et al.,

2017). This balance must be found and applied in future omni-channel concepts.

6. Limits and Directions for Further Research

The authors are aware that this research is not representative. However, due to
the background of the interview partners, the study can be considered as a thesis
and can be further investigated in further research with a representative sample
size.

The authors are also of the opinion, based on the assessment of Menrad &
Varga (2020), that the findings of the study can in principle also be transferred
to other countries of the European Union. However, proof has yet to be pro-
vided and could be considered in more detail in the context of further research.

With the increasing importance of smartphones, the development of mobile
apps for the business purposes of companies has also increased. For example,
push notifications are now a core functionality of mobile apps, which enable in-
teraction with app users in the e-commerce sector (Wohllebe et al., 2020; Woh-

llebe et al., 2021). In addition to the existing channels studied, “bank advisor”
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and the “traditional bank branch”, other channels could be investigated, for ex-
ample, the use of banking apps.

Banks have more data about their customers than other industries. For this
reason, innovative methods and solutions based on mathematical-statistical
models have taken hold. This knowledge is called big data analytics and is used
to focus on the customer. There are empirical studies that deal with big data
analytics in the banking sector. Furthermore, Big Data Analytics is often used to
be more competitive (Giebe et al., 2019; Hammerstrom et al., 2019; Sun et al,,
2018). The German banking sector has all the prerequisites for a successful im-
plementation of big data analytics in business processes. In retail banking, these
technical innovations are already being used. A complete data-driven focus on
an omni-channel strategy is a possible next development step (Hock & Giebe,
2022). Therefore, omni-channel strategies in the context of big data analytics can
be the subject of further research.

A discussion can also be initiated under personnel aspects. Currently, banks in
Germany are finding it difficult to find new entrants to the profession. At first
glance, they are now considered unattractive employers (Loffler & Giebe, 2021).
Thus, the omni-channel strategy could be concretely explored in connection
with a possibly changing job profile of the banker.

In the age of digitalization, managers often communicate with their em-
ployees virtually. According to a literature-based study by Kraft (2019), there is a
varying relevance of electronic media when leading virtual teams. Furthermore,
conceptual challenges in e-leadership are described (Kraft, 2019). Under these
conditions, omni-channel management can possibly also be examined and iden-

tified within banks in Germany.
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