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Abstract: The purpose of this paper is to analyse the effects of a firm’s financial and non-financial
factors on the relationship formation with its main bank in the industry of parts and material in
Pusan-Kyungnam region. The results, out of accordance with the relation-banking or regional
financial market perspective, do not support the hypothesis that regional financial institutions
would be useful for decreasing the financial difficulties of the small and medium firms in the
region. The analyses about the effects of non-financial factors on the formation of main bank
relations show that while Kookmin Bank and Industrial Bank play important roles as main banks of
small businesses other national banks put emphasis on the transaction lending. And the analyses
about the effects of financial factors show that firms having main bank relations with non-bank
financial institutions and Kookmin bank are more profitable and stable than firms having main
bank relations with other banks including local banks. On the whole it seems that local banks are

not making a commitment to the regional economy and their operational grounds are not strong
enough.

Keywords: parts and material industry, main bank, financial factor, non-financial factor, relation
banking
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