University of Augsburg

®
Prof. Dr. Hans Ulrich Buhl w k

Research Center

Finance & Information Management Universitit
Department of Information Systems Augsbur_g
Engineering & Financial Management University

Discussion Paper WI-35

Economic Aspects of Electronic Commerce
in Financial Services and Advantageous
Steps to Extended Offers in Internet Bankin

by

Hans Ulrich Buhl, Andreas Will

June 1997

in: Blanning, R. W., King, D. R., ed., Proceedings of the Thirty-First Annual
Hawaii International Conference on System Sciences (HICSS-31),
Internet and the Digital Economy Track, Kohala Coast, Hawaii, (USA), January
1998, 4. volume, IEEE Computer Society Press, Los Alamitos, Hawaii, 1998,
p.282- 289 (Copyright 1998 IEEE)

\
. _ . Universitit  TECHNISCHE

Phone'.+49 8.21 598-4801 (FaX' 4899) //? A /\ugshurﬁ: UNIVERSITAT = WIRTSCHAFTS  The international Journal of

www.fim-online.eu N University ~ MOUNCHEN INFORMATIK WIRTSCHAFTSINFORMATIK

Universitét Augsburg, D-86135 Augsburg Elcanacswerk l.N.k Tu'" BACHELOR EJOURNAL
P . . PpTs BUSINESS & INFORMATION
Visitors: Universitatsstr. 12, 86159 Augsburg o i N o15c [l



Economic Aspects of Electronic Commerce in Financial Services
and Advantageous Steps to Extended Offers in Internet Banking

Hans U. Buhl, Andreas Will
Department WiSo
University of Augsburg
D-86135 Augsburg, Germany
{hans-ulrich.buhl | andreas.will}@wiso.uni-augsburg.de

Abstract 1986 to 49% in 1994 [1]. In theK, as inother European

In this paper we report on the results tofo projects countries, the market share of the traditional branch
our research group is presently conducting. We start outbanking has dropped significan{iy thesameway as the
with sketching preliminary results of a long-term govern- market share of traditionakxclusive agents in the
ment project geared to reveal efficiency conditions for insurance market did) [2]. Thus there is decreasing
successful electronic commerce particularly in the demand for financial services to be offered in a
financial services field. We address questions relating togeographically dispersedanner. On the other hand, IT-
the innovative use ofew channels for distributing baseddemand is increasing and markessrviced by
financial services focusing on Internet banking. Our telephone networks, proprietary online netwoskel the
government research funds are devoted to help Germarinternet have been or are currently evolving.
financial services firms on theiway into the digital The sophisticatecchoice of productschannels and
economy and particularly to advise German banks in suppliers available to customerscisely related to the
app|y|ng Internet techno|ogy in novejays to new and avallablllty and actual usage of novhds of distribution
promising app"cations_ Thus, a|ong witlhhe research channels and information amdmmunication technology
sketched above, we are engaged in a joint pr(yjﬂt;tt an by financial intermediaries. Computer integrated
innovative German bank, the Munich-based Advancetelephone (CIT) technology, for example, enables efficient
Bank. This direct banking firm is currently extending its handling of incoming anautgoing telephone calls with
telephone banking technology by simultaneously limited manpower, accessing stored customer data
employing Internet communication for consultation- Simultaneously with thevoice call. Online banking
intensive customer processes such as mortgage loanseducesthe needfor bankingemployees byushing the
(intelligently combined with othefinancial products). ~ Work ofdata entry downstream to teastomers’ home or
Based on our joint project, we present a brief case studyworkplace, givingthem the advantages of 24-hours-
of the bank’s market and technology strategy and identifyavailability of theservices offered imeturnfor doing the
some problems encountereshen emloying Internet  Work by themselves. This is tréier Internet banking on a
technology to open new markets successfully. global scale. This mearisatsuch technologies promote a
demand-specificand efficient processing of customer
contactsand transactionsThey help to "bridge the gap"
between geographically dispersed customers and
_ ) centralized financial services firms.

In recent years customers’ demands fmancial Compared to traditional branch banking, these techno-
services firms have changed significantly. For example, jogical developments make ihuch easierand cheaper
o_lue to increase in |ncorrm1d|mproved_ mformatlon_on (cf. Section 3) for customers to contaahd compare
financial services, customeese becoming more price-  financialservices firmsand toestablish multiple banking
sensitive, more rational in decision makimgd thusmore  connections. The same holdsr traditional insurance
challenging to the vendors. Acansequencehe signifi-  compaies with exclusive sales representatives or
cance of traditional banking products such as low-interesteyclusiveagents in the fieldBut obviously,the shift of
saving accounts decreases when _compared to innovativBemand structuresdoes not make branch offices
substitutes such as after-tax orientetbney market  redundant, as thease of ATMmachines showsMany
accountsand _the_ Ilke._Moreqver, the trgdltlon of one  panks have already transferred most of the cash
"bank for a lifetime” is rapidly becomingbsolete. In  tansactions to ATM machineslowever, branchoffices
Germany, for examplghe percentage afustomers with  of competitive banking firms are stillbusy, butdoing
more than one bank affiliationhas grown from 36% in much morecomplex transactionthancash desposits and

1. Introduction



withdrawals. It can beexpectedthat novel distribution
channels in a similaway will complement, but not
completely substitutéraditional branch banking'Retalil

banks will notbecome obsoletdut their currentousiness

definition will" [3] is one of the key messages with respect communication

to the financialservices sector of Evarad Wurster in
their HBR-paper on "Strategfsnd The New Economics
Of Information". They predidhatdue to theexplosion in
the number ofpeople and organizationsonnected by
Internet, Extranets and Intranets witipen standards
traditional economics ofinformation and organizational
forms such as hierarchical structutessed orthem are
being blown up. They recommendthat executives
"mentally deconstruct their own businesses", analye&
valuechains withrespect to possible entry points for new
competitorsand take up the corresponding chances in
networked markets by theselves. They concluddat "if
they don't, someone else will" [3].

Recent research on the European market also indicate

that a large number afustomers is ready to consider
these new IT-based distributiachannels ancdestablish
financial service relationships otne marketsserviced by
telephone networks, proprietary online netwogksl the
Internet. It isexpectedthat the market share dhese
distribution channels will increase from 5 to 15ewen
50 % ([4], p. 6).

The remainder of the paper is organizedf@kws.
The focus of Section 2 is to suggestomising supply

as for traditional banks. Arief case study dhe Munich-
based Advance Bank illustratése bank's market and
technology strategy of extendirits telephone banking
service by simultaneously employing Internet
(Section 2.2). Based on these
considerations the vision of a physically decentralized, but
virtually centralized banking firm will be outlined in
Section2.3. InSection 3 an analysis of economic factors
such as searatosts reduction ovdime and adiscussion

of market implications is given. Section 4 summarizes the
paper andjives an outlook offurther research. Figure 1
presents aroverview of important termsused in this
paper.

2. Supply Strategies

The changing demand structurediscussed in
gectionland the technicalavailability of electronic
istribution channels like thenes outlinedabove offer
various options for suppliers diinancial services to
design their disthution system. At firstsight the
advantages of establishing new distributddrannels with
respect to costs, market-reaahd potential penetration
seem to beromising. Butobviously a"blind" investment
in novel forms of distribution canalso havesevere
disadvantages: A traditional branctbased bank
establishing a separate direct banking firm witver

strategies for new erants to markets onetworks as well margins could suffer negative externalities by
Product Umver;glly Distribution Specialized
strategy diversified bank bank
(cf. Section 3) bank
Institutional Traditional | often: subsidiary | Direct banking
setting firm firm
and
or
Distribution Branch Telephone Online
channels based bankin (esp. Internet)
banking 9 banking
combination (cf. Section 2.2)
combination (cf. Section 2.3)

Figure 1. Types of banking and distribution of financial services



cannibalizing their traditional market angopardize levels. In our caséhis means thalesshumanresources
overall profits. On the othdrand,new entrants will also  areneeded for equivalent service levelstire centralized
consider how to make best use of various distribution case. Moreover it can be shown, that in this casertbfé
channels including the question of whether or not it might maximizing firm provides ahigher optimalservice level

be advantageous to combine innovative formglistri- than in thedecentralized cas&hus, in the centratase
bution with (the advantages) traditional onesand if so, firms canoptimally operate with extended business hours
in what way the banks shoulgroceed.Thus, in the  and/ or with reduced staff.

following sections we will addregbe question of which In reaction to the changing demand structures and
factors influence these decisionand make some increasing costs of operating branchsystems, many
suggestions forthe approriatechoice and design of European banking firms have already pursued a strategy

distribution channels. of diversifying into telephone and online banking. Most of
the major banking firms have done both, establishing
2.1. Physical Centralization direct banking firmsexclusively offering telephone and

online banking andcomplementing the traditional

Traditional branctbasedbanking is characterized by distribution channels by additional telephcared online
physical decentralization. Financiaservices firms are Offers. A major advantage dhe direct banking firms
ubiquitously present bynaintaining aclose net of loca- stems from the independence frortheir parent
tions. This structurallows these firms toffer aregional ~ companies. A customeand service-oriented corporate
or even nationwide homogeneous service level - at thefulture can be formed, free from toellective agreements
cost of alarge number obtaff and highfixed costs for of the traditional firmsNew information systemscan be
running offices. Above-average demand variations need tg@€signed without the traditional firms' burden legacy
be met by each location separately implying on the Systems. In Germany, somfgms such as Dresdner
average suboptimal "capacity utilizatiornd "excess Bank's dlrect_banklng §ubs!dlary underest_lmated this
staff". problem. Now it faces major disadvantages with respect to

Telephoneand online bankingrovide the option of prod_uct flexibility ingeneral angbarticularly wlth respect
physical centralization. A financiaservicesfirm or a (O time to market due tdegacy systemsntegration,
business unit using these distribution channels can Probablyresulting in not entering the market at all. The
centralize consultanand / or informatiorsystems in one ~ choice of "best-of-breed"-partnemnd products allow
single location, the call center in tmase of telephone direct banking firms to provideigh quality services more
banking. Neverthelesthe firms areable tomaintain the ~ €ffectively than tradional banks. On the othenand,
same or evenmuch largerpresence (i.e. an ubiquitous these firms, as new entrants e market, have tmvest

availability) as firms using traditional channelsly. This ~ Significant effort to establish their reputation and
is particularly true in Germany where business hours ofcustomer trustwo keyfactors in a successful distribution
bank branches are limited by legal provisiombereas  ©f financial services.
telephoneand online bankingervicescan beoffered 24 Due tofinancial restrictionsfor newentrants thenly
hours a day and 7 days a week. way to _enter'the market is establlshlng. a swﬂhygcally
Obviously, neither for a branch office nor for a cent.rgllzed flrmfor telephoneg.nd/or on'llne 'bankmg. For.
physically centralized call center it will be optimal to tra(1'|t|or.1al universally diversified 'bankmg firms, as QOm|-
provide a constant capacityer time. Since a branch's nating inmany European countriesd in Japan, this is
capacity planning is restricted byusiness hours and ©Only an optionamong othersObviously, atpresent the
collective agreementthat strongly limit market respon- ~ time to market and otheadvantages of separate direct
siveness, sophisticated tools for capagiianning in pankmg firms are valued h|gher tha'n the advantages of an
telephone banking havéoeen developed. Based on [Ntégrated approacprobablyimproving thesynergy of
detailed records of incoming calls, call centeppewith the services portfolio. We will discusshe option of
demand variation®ver time by flexible assignments of Integrating traditional and thenovel electronic
humanresources, e.g. shift-workart timeemployment, ~ distribution channels in Section 2.3.
outsourcing of demand peaks 'toverflow call centers” Technologically and organisationally, telephone
[5]. More formally, onecan analyze thigoroblem by banklng and online bankingave mainly been used as
employing queuing theory. In [The following is shown: strl_ctly two separatevays tocontact customers at present.
Due to the fact that demandvariations over time This is truefor bothtraditional banksanddirect banking
combined in one single quewe always lesghan the firms. Thug, in .the‘ollowing. section we will descr?b_e a
sum of variations in a larger number géieues, it is  direct banking firm employinghe concept of combining
always cosoptimal to route total demand to one logical t€léPhoneand Internet banking tachieve an integrated
queue. Theeffect is wellknown from inventory control T Wo-channel-distribution”.
for stochastiadlemand, i.e. that a singitocking location
always requires less inventory for equivaleservice



2.2. Case Study: Germany's Advance Bank approach(developed inthe project ALLFIWIB [1], [7]),
where different lines of businesare represented by
Experience with direct bankingasshownthatselling ~ Separate softwaragents cooperating via a centralized
banking products withoutadvice at discount prices blackboard to construct a bundle of financgdrvices
attracts price-sensitive high-income customers [6]. While specifically tailored tothe needs of a customer and
this works well for less complexand standardized Presenting the results online to the customer. The
financial products7 customers increasing|y ask for blackboard is resident adhe bank'd. AN. The customer
complete solutions ttheir individual financianeeds. As ~ can accessthe system vialnternet / WWW. When a
individual solutions often requireghe combination of  Session is started, 3AVA based "customemgent” is
several complementary products ffi]s implies theneed automatically downloaded tthe customer'scomputer
to offer a widerange of financialservices. Because of supporting him by formally specifying the problemd its
interdependenciedetween different productand the ~ Parameters such as tax raed time preferencerate.
Comp|ex know-how involved, Consumng servideecome When theprOblem is SpeCiﬁedlnd then transmitted and
the key to successfulimplementation of such a stored on the blackboard, thesoftware agents
sophisticated ~ cross-selling-strategy ~ with  intelligent cooperatively solvethe problem by successivelwriting
product combinations [8]. partial solutionsandeventuallythe complete one onto the
Thus, thefocus of AdvanceBank, a Munichbased blackboard. For example,custaner askdor financing a
direct banking firm targeting at high-income customers, Private home. Softwaragents for home loans, for leasing
is not a pure discount strategy, but thdays-a-week-at- ~ contracts, for lifansurance, and so fortmay participate
18-hours-availability of experienced consultants via tele- in the process of solvinghis problem, each contributing
phone.Obviously, sophisticated systesnpport is needed  Parts of several feasible sdiions to the problem. The
for producing and distributing complex financial services. customer agent reads the solutioegaluatesthem, and
The idea taken up bfidvance Bank as a result of a Presents them to the customer.
brainstorming session with our research group, isffer The consultant uses the system via a JAVA
the system support shown in figure 2 [9] to both telephone@pplication. For aloseinteractive contact, both customer
consultantsand customers simultaneously. Technically, and consutant can simultaneously work on a
the systemarchitecture is based on agent oriented  Cconsultation. Integrated with the telephone, #ystem

Customer access via PC: Banking Firm
Multi-media supported

specification of problems
and presentation of results /7 | oiarmar N e :

5

Coordination
of simulta-
neous access

-------------------

Computer Inte-
grated Telephony

Simultaneous access A Telephone
via Telephone
individual and flexible

consultation

Call Center

Figure 2. Integrated Internet and telephone banking



offers the opportunity of a parallel datand voice
communication of customeand consultant. Thus, the
advantages of the telephormmmuication such as
individual andflexible contactcan beused atthe same
time as the advantages of thdNVW such as the multi-
media support for specifying problenad presenting
results.

In a joint project, Advance Bank, Andersen
Consulting, our research growgnd other partners are
implementing this approadhbr the first time in Germany
to support customer consulting for complex financial
services, namely customized home loans figgzh-end
customers. Theuse of ISDN (featuringtwo separate
channelsfor e.g. voice and datacommunication; more
than 3 million connections in Germanyand cellular
phones (to be used faoice communication, while the
traditional analogue telephone connectganves fordata
communication via modem) is rapidly growinghus,
Advance Bank expects to successfitiiroduce thisovel
distribution form by 1998. Experimentnd prototype-
based field tests have showratconsultation time can be
reduced significantly compared to pure
consultation. This is mainlglue to thefact that errors of
data entry areeduced becaugeersonalndproblem data
can be entered by theustomer himself instead of
communicating these data to thmonsutant on the

confronted with peak local demand, telephone and
Internet demand is routed to other brawffices shifting
total humancapacity tothe demandor person to person
communication in the branch office.

This approach of virtual centralization ampthysical
decentralization provides a number of additional options.
Specific customedemand via telephone and/or Internet
for his personal consultant or a consulting te@hthe
banking firmdecides to employ a®wnership of Custo-
mers - approach [10], [11]) can be routed to this
consultant with top priority. Only ifthe personal
consultant isousydue to person to person consultation in
the branch office or due to online consultatithms excess
demand has to be re-routed to other braoifices or a
central overflow call center. If there are regional or
cultural differences to be considered, dan be ensured
that thecustomer is routed to a consultant speaking the
required languageMost of the time this will be the one
that isclose tothe customer withiespect to local accent,
culture etc. In thease of many European countries where
telecommunication costs depend odistance, this

telephone approach additionally reduces telecommunication costs. It

is obvious,that these aspectare already important for
firms operating on the nationkvel, but theyarekey for

an international strategy. At least in Europe with the
common marketand acommon currency evolving by

telephone, and due to the advantages of simultaneous date099 it is crucial to combine such ariernationalization

and voice communications with the conaut.

This study illustrates the fascinatingorospects of
combining the advantages wfo distribution channels at
the same time, the telephorand the Internetwhile
eliminating the problems ofthe channels whermsed
separately. Such troubling issues incluthee lack of
clearnessand thecomplicated "data communication” via
telephone,and anonymity and missingindividuality via

WWW) [1].
2.3. Further Steps: Virtual Centralization

Looking ahead, another optidor using telephone and

strategy with regional differentiation at the same time.
For the US market, a strategy of virtual centralization and
physical decentralizatiomay be ongromising response
to the liberalization of the banking industand the
implied reduction of functional and geographical
separation.

3. Market Implications

A financial services firm's choice of an appropriate
mix of distribution channels iglosely related to the
guestion of what products should b#fered bythe firm.
Buying from a branch based bank, customers will

Internet banking outlined above could be its re-integrationprohably prefer a "one-stop-shopping”, duéiigh search

with traditional branch banking (nainly the separate
use, but parallel to brandiffices asmany banking firms
are offering today).The idea is to establish a distributed
call "center" structure where consultandse located
decentrally for personal consultation limanchoffices as
well as providing consultation via telephoaed Internet
in times ofbelow average local demand. If intelligently
designed, this optiomould combinethe advantages of

and transportationosts,and thusexpect a broadange of
products offered by the bank. For a customer searching for
products in a market on a network such as the Internet, it
may make no differendinding the products frorseveral
different firms if the searcltosts offinding them are
sufficiently small (e.g. by bundled complementinifers
of several firms on a value-added Web site).

A look atthe current European situatioaeveals three

is accessible via anique telephone number, incoming
calls can be allocated tone queue allowing amasy
levelling of local demand peaks by routing the calls to
free consultants witbelowaverage local demand - in the
sameway it works in a centralized call center. On the
other handwhen the consultants in a brancfiice are

1. Universally diversified banks can be traditional
branchbased firms as well as direbanking firms.
They operate as "multi-specialists” [12] offering a
broadrange of financiakervices produced in-house.
The mainadvantages of these suppliers stem from
their economies of scale, from synergy between the



different lines of business in producing financial
services and from risk reduction due to diversification.
Specializedbanks areoffering solutions to distinct

attempting to answer while working on a long-term
government funded project designed to reedfitiency
conditions  for successful electronic commerce,

financial problems. These firms operate as direct particularly in the financiatervicesarea. Avery special

banking firms (for example brokers offering telephone
or online discount brokerageervices) or as pure
production banks without retail distributiosystem
(for example banks offering home loans distributing
their products via realtors). These firm@mpetitive
advantages are maintheir economies of scopand,

as theyare comparativelysmall, their performance
oriented corporate culture.

Distribution banks bundleand sell (the best) offers
from several producing banks. They hathe oppor-
tunity of unbiased consultation, without any interest of
selling products produced in-hous€his makes it
much easier for these firms to creatgoadreputation
and earncustomer trustThus, for new entrantsonto
the markets, theoncept ofthe distribution bank can
mitigate their problem of the customers' missing confi-
dence in their performance.

Universally
diversified
bank

Universally
diversified
bank

Distribution
bank Specialized
bank
Specialized
bank

Figure 3. Types of suppliers

It is often arguedhat thepresence of financiahter-
mediaries willbecome obsolete omarkets on networks
such as the Internet due to decreasing seansts for
consumers seeking appropriatéfers. Although some
examples of disintermediatidrasbeen observed, such as
issuing shares via the Internethiypassrading[13], this
argument ignores théact that intermediaries are much
deeper involved infinancial contracting than just
"technically" linking the appropriate partners. For
example, they secutbe solvency ofthe partiesnvolved
and so forth. Thus, in general it is highiplikely that
financial intermediaries wilbecome obsolete igeneral
[14]. Those however, which make no use of theseel
technologies as platforms ftineir business, willactively
contribute to their own obsolescence.

Under which conditions will suppliers from thgpes
outlinedabove be successful the longrun, orwill other
types emerge, or will the role of intermediaries change
[15], [16] ? These are questiotigtour research group is

guestionarisingout of this work is, what is the influence
of increasing market transparency, indicated by
decreasing search costs, orarket structureand price
level, as well as whether apt even lowquality suppliers
have a chance to survive on ever mdransparent
markets residing on networks.

To find an answer to these questions we consider the
idea of a simple equilibrium model (cf. [17], [18We
assume a market witlwvo suppliers of financiatervices:

a supplier of good quality @nd asupplier of bad quality
B; in other words, G is able to producdighervalue for
its customershan B. As arexample, a bank G selects for
each customer individually fronall investmentfunds
available on the Internet, while bankoBly offersits own
funds. Gand Bboth charge a consultatidee t; and §,
respectively. Customensuy 1 unit of the service from
either G or B.They facethe choice ofeither finding G or
buying randomly from one othe two suppliers. If
customers perform a costly search process they will find G
with probability p=1. If they donot searchthey will buy
from G or B with probabilityp=.5, respectively.Thus, a
customer will searcland buy from G if thevalue of G's
service minus searchcosts ishigher than theaverage
value ofthe G'sand B's servicethat is expected when
buying randomly. Customersare assmed to be
heterogeneous in their valuation of search costs (including
communication costand search timepent): Theysuffer
individually different disutilities of search. As it can
easily be shownunder the plausible assumptitimat G
produces a sufficientlyhigh value and its marginal
production costsare sufficiently small, a unique (Nash)
equilibrium of consultatioriees fi; > f*5 exists, maximi-
zing profits of both suppliers.

Now supposédhat searcltosts decrease #ie margin.
Then, asshown formally in [18], price dispersiond*
f*g decreases due tthe increased tranparency of the
market. Theeconomic reason fothis result is that, in
order to maintain market equilibrium, B hasdecrease
its fee f*5 morethan G. Theamore transparent the market
in terms oflow search coststhe more thelow quality
supplier has t8pay" for its inferior quality by a reduction
of fee as well as by aeduction of the number of
customers. The supplier tfigh quality responds to the
decrease in seardaosts by an increase or at least by a
lower decrease in & Thus, price dispersion §*- f*g
becomes larger with decreasing search costs.

Looking atthe equilibrium profits of Band Gshows
that B's profit decreases with decreasing seamasts in
any case. G howevanightlose or profit bythe reduction
of search costs, depending tme heterogeneity of the
customers. If customei@e comparatively homogeneous,
G responds to a decrease of seawsts by an increase of



its fee &* or by a small decrease, being compensated, in

terms of profit, by a larger number afistomers. If custo-
mers are comparatively heterogenoughe necessary

First results of current work in progress related to these
guestions indicatehat global competition may imply an
innovation rate fatoo high notonly for the encumbents

reduction of § can not be compensated by the increase ofacting on traditional high-margin marketsyt also for

the number otustomers buying from G. Ithis situation
neither B nor G are interested in introducing a seaosh

the society as a wholeyith respect to its socialelfare
function. In a closedeconomy, government carslow

reducing technology such as search engines or electronidown the innovation rate to theocially optimal level by

shopping malls. Both suppliersvould suffer from
decreasing profits (for details cf. [18]).

Of course,this model isvery simple and hasseveral
limitations, including theadichotomy ofsearching or not.
But at least wdearn thatstatements like "Markets on
networks like the Internedre characterized by steady

choosing approriate tax ratasd terms oflecpreciation.

In the operglobal economywith firms acting oncompe-
titive markets this ismpossible:The rate of innovation is
determined by entrants acting undeest investment
conditions worldwide. Thus neither firms nor
governments of open economies have a choice of slowing

decline of search costs. Therefore, price dispersion willdown the innovation rate ithey want tostay in the

disappear from these market'e not a®bvious as they
seem at first glance.

4. Summary and Outlook

After a preliminary analysis of both thehanging
demand structurand supply strategies othe market for
financial services, webriefly presentedthe case of
Germany's Advance Bank. It illustratbdw a physically
centralized direct banking firm can establisfoser
contact to their customers by combinihg advantages of
two channels, namely Internahdtelephone, sthat both
the customersand the bank caprofit from this form of
"two-channel-consultation". Based on

theoretical

market. Further question addressed include the following:

» Considering the Internet’'s potential as a platform for
both sellingandproducing intelligent combinations of
financial products, which are the preconditions for
more or less financial intermediation?

* What are thesuccess factors fdranking firmsversus
software firms tosuccessfullyattack these emerging
digital markets?

In the presentation at thdICSS conference, we are

able to provide some more answers to these questions as a

result of current work in progress.
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