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Don Powell’s Bank Merger

Don Powell has to make choice whether to sell his bank First National Bank of Amarillo to Boatmens Bancorp of St. Louis or to maintain the local Community Bank status. This merger would mean a great benefit to stockholders and board members such as Jeffrey Miller. However, if the bank were to merge, large depositors such as Tom Walton feel that his business will lose their loan advantage in an already competitive credit market. Both forces are equal in their influence of Powell’s decision. However, either decision will have a very different outcome for First National Bank of Amarillo’s stakeholders.  


Our entire group agrees with Jeffrey Miller’s perspective, the bank should merge for it’s vast Pro’s on the issue outweigh the Con’s. A positive outcome of the bank merger will be the increase in services offered to depositors by the new bank. Services such as online banking, investment services, foreign exchanges, and international fund transfers will bring uncharted markets into the grasp of this previously owned local community bank. Other groups may agree with Tom Walton because of issues being raise about the lack of community service a larger bank offers along with the possibility of the bank downsizing. 


The key reason our group feels the banks should merge is because the merger will benefit the majority of small businesses in Don Powell’s area. As stated in The Bank Merger Wave: Causes and Consequences, “Large banks, for the most part, are not abandoning small business. Rather, they are now offering small business a menu of scandalized, quick-turnaround loan products.” It’s true that large depositors such as Tom Walton will initially be hurt during the merger due to his relationship loss with a local community bank and increase in standardized fees. However, According to The Bank Merger Wave: Causes and consequences, “The bright side is that they should prove to be temporary stumbling blocks in the transition to more robustly competitive banking markets.” 


Another reason the bank should merge is because the banks assets will become more geographically diversified which will secure the deposits made to the bank. The Banking Industry Consolidation: What’s a Small Business to Do? states, “Bank holding companies that are more geographically diversified, especially one that have diversified their exposure to regional macroeconomic risk, tend to be more efficient and more profitable than less diversified bank holding companies.” Currently, First National Bank of Amarillo isn’t securing their assets geographically, “The panhandle economy, long dominated by steers and oil rigs was now being transformed by the technological revolution of the 1990’s” (Minicase – Don Powell’s Bank Merger). If they were to merge, their assets would be spread out over a regional market and become more secure. As consolidation continues, geographic diversification may become an issue. The Shrinking Pro Rata Base a Concern for Market explains, “Continued mergers are reducing the number of middle market lenders.” By shrinking the middle market lenders, “Institutional investors are also not so interested in participating in loans to the middle market.” This has a direct effect on banks assets due to the fact that without the institutional investors, credit won’t be granted to as many small businesses. Fighting back at the issue, Banking Industry Consolidation: What’s a Small Business to Do? points out there was, “a significant increase in the ratio of small-business lending to assets after small-bank mergers.” Therefore, bank consolidations that cause a greater geographic market will increase the security of depositor’s money. 

Improved services have always been something gloated by large banks trying to get community banks to merge with them. “The Boatmen’s/First National merger would mean a wider variety of financial products for the bank’s customers, including online banking, investment services, foreign exchange services, and international funds transfer capabilities” (Minicase). In Merger Block, good for firms Terrence Ohalloran speaks out against bank mergers disputing the fact that bank mergers can give better financial services through increased economies of scale, “These economies of scale dull competitive advantage, which is what is really needed.” This statement is preposterous. It merges two issues in which we believe he is wrong. According to the textbook (page 368), “The landmark Gramm-Leach-Bliley Financial Services Modernization Act of 1999 repealed Glass-Steagall by allowing ownership of banks by securities and insurance firms and allowed banks to participate in securities, insurance, and real estate activities.” These services have been deregulated and are now allowed to be offered by institutions that are able to offer them. Furthermore, Ohalloran speaks out about economies of scale and it’s ability to dull competitive advantage. According to The Bank Merger Wave: Causes and Consequences, “banking is still relatively fragmented nationally and is much less concentrated than many other major industries.” Take the soft drink industry, for example. There are very few manufactures of soft drinks, but can any disagree that there is a massive amount of competition?

There is no doubt in anyone’s mind that the banking industry mergers have affected everyone from small businesses to large institutional depositors. The question that needs to be asked is, “Who benefits?” As we have shown in our examples and research, the majority of the stakeholders benefit in a bank merger. With things like better services, improved deposit security, and an overall win-win situation for small businesses, Don Powell’s merger is a must. 

If we were a small business owner of First National, we would want a bank merger because that would mean improved loan approval efficiency, improved services, and lower costs. Loan approval becomes as easy as putting information into a computer and getting approved. With this, the majority of Don Powell’s small business owners can receive a loan quicker than they would with their local community bank. Small business can also take advantage of Boatmen’s range of investing, foreign exchange, and insurance options. Furthermore, Don Powell’s small business owners can receive eventual lower costs, according to The Bank Merger Wave: Causes and Consequences, large businesses are, “Customers who are more costly to serve [and] are now charged higher fees which allows lower-cost customers to be charged lower fees than would otherwise be possible.”

A stockholder of First National would obviously want the merger because Boatmen’s is paying top dollar for their market price. By merging, all stockholders would be able to make an instant premium on their shares. 

If we were a banking regulator for First National we would not want the banks to merge because that would mean our time and ability would be spread over more branches. From The Bank Merger Wave: Causes and Consequences, “Although the number of banking organizations has declined by 42 percent since 1980, the number of banking offices has increased by 35 percent.” What this concludes is that the regulation of First National’s branches would be regulated to a less degree because the regulator would have more branches to visit. Therefore, if we were regulators for First National we would not want them to merge because that would mean more work spread over more branches. 

As a bank that competes with First National, we would want them to merge because we could run ad campaigns about personal attention and being the only locally owned and operated bank in Amarillo. On the other hand, Boatmen’s offers a wider variety of services than we can offer and we might lose market share to such a large bank. Even though we feel we might lose market share initially, due to increased variety of services offered by Boatmen’s, we will still be able to capture and attract market share due to the fact that we are the only locally owned bank with a community feel to it. 

If we were political leaders in Amarillo, we would not want the bank merger due to it’s inevitable downsizing. “Hundreds of the bank’s employees are going to lose their jobs in the name of ‘downsizing’” (Minicase). This will have a negative effect not only on the economy, but also the community at large. Local Unemployment is a big deal, and as political leaders, we don’t want our community to be disrupted.  Many stakeholders exist in the community, all of them as important as the next. These stakeholders will all be affected by the decision of Don Powell. 

