
these days is spent in Greenwood
and 60 percent at the
headquarters in Plainfield.

While some would debate it,
folks seem to view smaller banks
are more personal. 

“Our growth determined by two
factors,” Bechman said, “No. 1:
New people moving in, and No. 2:
People unhappy with larger
banks who want more personal
attention.

“It’s not the size that counts,
it’s how you deliver your
products.” 

Local bankers said that while
the economies of scale can help
the huge banks, some of the
advantages smaller banks can
offer is flexibility, familiarity,
comfort and compassion, which
are important in a conservative
Midwestern area such as
Johnson County. 

While employees at many
banks, no matter the size of the
holding company, are active in
the community, it’s not often the
CEO of one of the larger
institutions is on your school
board or collecting baskets for
the Good Cheer Fund in your
county or being named man of
the year by your local chamber
of commerce.

“The big difference is the
longevity of the people who stay
there,” Heuchan said.

He said that in this area,
managers at many of the larger
banks have move on to other
opportunities or other markets. 

“You get a good comfortable

feel (when managers stay in one
place),” he said.

“Years ago, when people asked
who you banked with, you’d
come back with the name of a
person,” Bechman said. “Now,
it’s the name of a bank. Some
banks have a revolving door. You
never know who’s going to be
there day to day.”

As long as all goes well, it
doesn’t matter who you bank
with, Bechman said. But when
something goes wrong, and you
have to call an 800 number to
talk to someone in a different

city, those people may not be real
compassionate about the
problem, he added.

“People like that they can get
the issue resolved quickly and
locally,” he said.

“It’s all about the culture (of
your bank) and that comes from
the top,” Engle said. “You need
to treat your customers the way
they want to be treated and you
need to be flexible. There are
always special circumstances.
And you have to give the front
line people the power to make
those decisions. With some of the

mega banks you have to have
those rules (that hinder
flexibility).”

Technological advances have
helped smaller banks compete
with bigger banks in some areas,
Bechman said. 

“We can offer practically
anything the bigger banks can,”
he said.

But technology has also meant
more people are banking online,
spawning the need for increased
software to prevent hackers from
getting account information.

Lincoln Bank recently spent

$100,000 in software and
manpower to comply with the
Bank Secrecy Act, which
mandates banks report any
suspicious transaction activity. 

“Predictions years ago said
we’d be all electronic, they said
we’d be a cashless society,”
Heuchan said. “Yes, technology
will provide opportunities to do
things more efficiently, and there
will be time savings. But often
times, people want to deal with
someone one on one with a level
of comfort with someone who
understands and knows their
situation.

“It’s like when you go to buy a
house or a car. You ask yourself,
‘Who did I go to last time?’ If it
was a good experience, you’ll
probably go back.”

As for the future of banking in
Johnson County and the nation,
it seems the merger trend will
continue, although you can still
expect to see a share of start-ups.

“I think what you’ll get is the
mega banks and the community
banks,” Bechman said. “It’s
going to be tougher for the in-
between group. They’re trying to
be both. They want to be a
smaller bank, but they want the
economy of scale of a large
bank.” 

“You can’t be all things to all
people. You have to find your
niche,” Engle said.

Banks may have to come up
with new products to survive,
Engle said.

“We’re all chasing deposits,” he
said. “We’re trying to get 4
percent money and loan it at 5½
to 6 percent. You can’t do that.
The long-term yield curve isn’t
high enough.” 
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Stacy Sichting, left, helps a customer at Mutual Savings Bank in downtown Franklin.

Operating a bank that will keep
shareholders and customers happy
in these times of increased

government regulations can present
some stiff challenges. 

Mutual Savings Bank was hit with
regulatory issues twice in a short period
as it converted to a publically traded
stock a year ago, bringing on Securities
Exchange Commission requirements. 

Then, Mutual and all other publicly
traded companies had to begin
complying with the Sarbanes-Oxley Act,
which introduced stringent new rules “to
protect investors by improving the
accuracy and reliability of corporate
disclosures” in relation to financial
matters.

“It is a burden. But it’s always been a
highly regulated industry,” Mutual’s
CEO Robert Heuchan said. “… You just
have to deal with it. You have no choice.
You have to have the resolve to do it.
Technology helps, but you still need
people to do it and look it over.” 

Ultimately, the costs are passed on to
the consumer in the way of fees and
service charges, Lincoln Bank CEO
Jerry Engle said, although “in some
cases, you don’t pay for it all.” In those
cases, it reduces the return on the
shareholders’ investment.

“Then, you have outside pressure
(from them),” he said.

The major hurdle that all publicly
traded companies across the country
are attempting to clear now is Sarbanes-
Oxley. The law went into effect for most
companies with any end-of-year
financial statements filed after Nov. 15
(July 15 for some smaller and foreign
companies).

The act followed a series of very high
profile scandals, such as Enron ... which
seemed like a good idea. But local
bankers wonder who it’s helping. It’s
certainly not doing much for the bank’s
customers or bottom line, they say.

“When complying with those issues,
it’s an out-of-pocket expense that doesn’t

really benefit customers,” said
Heartland Community Bank CEO Steve
Bechman. 

“We’re being the police for the federal
government. We’re hunting down
terrorists,” Engle added. “…I know
some of the guys in Washington who sit
in the smoke-filled rooms or wherever
they do it and it makes good sense at
the time. But they don’t see how it
affects the banks.”

In order to conform to the new
regulations, banks have had to add staff
to fill out the paperwork and report the
results to the federal government.

Lincoln Bank spent a half-million
dollars to satisfy the terms of the
Sarbanes-Oxley Act this year, according
to Engle, and will spend between
$600,000 and $800,000 next year.

Meanwhile, Third Century Bancorp,
parent company of Mutual Savings
Bank, reported a 52 percent drop in
earnings for the quarter ending June 30
compared with last year. Much of the

reason for that was because the
company added employees to meet the
regulatory demands required of
Sarbanes-Oxley Act, Heuchan told the
Daily Journal last month.

Larger banks can spread the costs of
complying with such regulations across
many locations and the hit is less on a
percentage basis. It’s not quite as easy
for the smaller banks.

“We have the same regulations to deal
with. But we don’t have the economy of
scale,” Heuchan said. “They have that,
so it’s a challenge.”

Engle said that Sarbanes-Oxley would
have been too much for his previous
bank to overcome. He was the CEO of
First Bank before it merged with
Lincoln in March 2004.

“When we were First Bank at $200
million (in total assets), we couldn’t
have afforded to take this on,” he said.
“It’s bad enough at $800 million.”  

Paying to comply with new federal law presents quite a challenge


