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Germany, as this country is almost unique in so far as the German savings banks 

and the place and role of savings and cooperative banks in it and concludes with  
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to safeguard the strengths of those types of banks that do not conform to the model 

countries. However, the wave of financial deregulation, liberalization and 
th century has changed the role and the institutional 

inefficient, and to advocate and even implement policies that correspond to this 

disappeared as specific groups of financial institutions, and in some others, they 
have changed so much that it suggests asking whether there is still today any 
substantial difference between these banks and conventional commercial banks 

can be assumed to have. 

particular the German cooperative banks had served as a model for creating similar 

German savings and cooperative banks have maintained most of their traditional 
features over the last decades. As far as their legal and institutional features are 

best to what one might call their prototypes. 

harmonization were important. However, there was also the presumption that in 
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 In Austria the three networks of formerly independent local savings and 
cooperative banks have been transformed in such a way that their respective 
central institutions have gained far reaching power over the now de facto 

regional principle, which encouraged several savings banks to start operating 

holding shares in other savings banks, allowing for the creation of central 
institutions.

 In France, savings banks have been converted into yet another group of 

have been phased out as a special type of financial institution in 1999. In 

the cooperative group Banque Populaires
Banque Populaire Caisse d’Epargne 

in the traditional sense.4 In contrast to the former public savings banks, the 
cooperative banks continue to be an important element of the French banking  
system.

 In Italy, savings banks were partially privatized and several of them were 

banks consolidated in a big way, and for both groups of banks, as much as for 
other Italian banks, the regional principle was abolished. Legislative changes in 

banks, abolished geographical restrictions, limited the fraction of the shares 
that any one foundation could hold in one savings bank and finally led to the 
merger with banks of various types and the creation of large nationally as well 
as internationally operating banks. 

 For the cooperative banks the relevant laws largely removed the former 
restrictions and allowed the Banche Popolari
former cooperative status and their local roots. A wave of mergers led to the  
 

 

4 For a discussion of the French savings banks and their reform, see Moreau and Boukhorssa 
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while the Banche di Credito Cooperativo
as far as their organization as cooperatives and their local business focus are 
concerned.

 In Spain, the reforms and the economic liberalization that began in the 
1970s, reshaped the savings banks with the intention of making them become 

regional principle was abolished and they were granted the freedom to provide 

them into universal banks and important competitors to other institutions 
in the banking sector. However, for many of them this new business model 
proved to be unsustainable, as the recent crisis has shown with surprising  
clarity. 

 In Belgium savings and cooperative banks have essentially disappeared. 
 

building societies, were converted into corporations and sold to large private 
commercial banks. Most of the converted building societies or the private 
banks that had bought them ran into serious problems during the financial  
crisis.

 
independent cooperative banks have been amalgamated into one big national 

 In Sweden, the former local savings banks have been converted into joint stock 
corporations in the 1990s, and most of them were consolidated into a single 

over the last decades as described above. 
Figure 1 presents the market share of savings banks and cooperative banks 

today savings banks continue to play an important role particularly in Spain and 

the strong role of cooperative banks in France and Austria and only a very limited 
role in other countries. In some countries, such as Austria and Germany, both 
banking groups play an important role. 
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Figure 1. The role of savings banks and cooperative banks across Europe
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savings banks and cooperative banks include the respective central institutions. For savings banks 
and cooperative banks, we calculate the market share for each country as the total assets of the 

As one of the motives for initiating far reaching reforms was the belief that the 
efficiency of local savings and cooperative banks is lower than that of other banks 
with comparably large branch networks, it is instructive to take a closer look at 
this aspect. As we will demonstrate below, evidence from the German banking 
market does not support the belief that local savings banks and cooperative banks 
are less efficient. 



Problems and Opinions

43

have nationwide branch networks.
and the cooperative banking group is the third pillar.

Table 1. Number of banks and branches by banking groups in 2000 and 2012

Institutions Branches

2000 2012 2000 2012

num-
ber (%) num-

ber (%) num-
ber (%) num-

ber (%)

banks

Big banks 4 4 7,041

Regional banks and 
others

Branches of foreign 
banks

90 177

Savings bank groups

Savings banks

Landesbanken 9

groups

1,104

4 11

All banks

its many branches.

Bundesbank, Germany’s central bank. It refers to those banks that have large branch networks. 
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Table 2. Market share by banking groups in 2000 and 2012

Total assets Loans  
to non-banks

Deposits and 
borrowing from 

non-banks
2000 2012 2000 2012 2000 2012

Big banks
Regional banks and others
Branches of foreign banks

Savings bank groups
Savings banks
Landesbanken 

All banks (in billion Euros)

prosper and at times even outperform the commercial and purely shareholder 

branch banking and allows for an assessment of the financial situation of those 

is lower for savings banks and cooperative banks than for the large commercial 
banks. As shown in the middle panel, return on equity is on average higher and 
clearly more stable for savings banks and cooperative banks. Finally, the right 
panel shows that the interest margins for all banks have been steadily declining, 
but throughout the years the interest margins are higher for savings banks and 
cooperative banks than for big banks.7 

7

the big private banks. 
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Figure 2. Performance indicators of German branch banking
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about as well and at times even better than the private big banks, but also more 
elaborate ways of analyzing and comparing performance confirm this result for 

that public and mutual banks are not less efficient, but rather have slight cost 

particularly surprising given that savings and cooperative banks pursue the dual 
objective of profit and benefit for their customers, an effect that cannot be included 
in standard performance measurements.
relevant, is that German savings banks and cooperative banks are on average less 

that the lending of German savings banks is less cyclical compared to that of the 

their borrowing from savings banks are less credit constrained. Hence, the high 
financial stability of German savings banks also benefits their clients. 

years, German local savings and cooperative banks weathered the storm largely 

established and close relationships with their business clients. Moreover, their 
conservative business models prevented them from becoming involved in those 
lines of risky business that hurt most large private banks. Moreover, in contrast to 
other banks, the savings and cooperative banks have not curtailed lending during 
the crisis period.

Landesbanken or regional banks 
also belong to the savings bank group and serve, among other capital market 
related activites, as clearing banks for the local savings banks operating in their 

suffered greatly, indirectly also causing large losses to local savings banks in their 

some Landesbanken

Landesbanken, such as 
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Helaba, did relatively well during the financial crisis and thus even strengthened 
their positions within the savings banks group.

Being even less involved in structured finance and capital markets products 
than the savings banks, the cooperative banks have survived the financial crisis 
better than any other banking group in Germany, even though their central 

got from other institutions belonging to the network. Very soon, these problems 

In conclusion, one can say that despite some problems with their central 
financial institutions, savings banks and cooperative banks have proved to be 

positions of the two groups of banks and thereby has also stabilized the traditional 

and more skeptical over the years, it seems that as a consequence of the crisis this 
attitude has changed. Banks with public ownership and member or client based 
financial institutions have regained some recognition, because the vast majority 
of them had fared better than their larger, purely private competitors and also 
because they have held up their supply of loans to the economy at a time when big 
banks cut back lending. 

can be too much profit orientation, too much profit pressure emanating from the 

together, these factors can lead to banks accepting and even generating too much 
risk for themselves as institutions, for their respective national financial systems 
and even for society at large. Local and regional banks are less risky and this 
contributes to the stability of entire financial systems. After all, many big private 
banks had incurred so much risk that policy makers and regulators have adopted 
a skeptical view of their merits and are now trying to find ways of limiting their 

more like the savings banks and cooperative banks of yesteryear. 

as possible the model of a financial system in which capital markets are the most 
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from the recent financial crisis. It is a very important lesson of the financial crisis 
that we simply do not know which type of bank and which structure of a financial 
system are better under different circumstances. 

from where the notion of diversity comes, the value of diversity has been widely 
recognized in recent years, and there is a crucial underlying argument why 

know, what the future challenges to human life and health and to the environment 
may be, and this is the main argument put forth for preserving biodiversity. 

are not even known today, and this is why they need to be preserved already now. 
Much the same applies to the types of banks and banking groups that are the 

topic of this article. As we simply do not know which type of bank is best if regarded 

is best for the economy and for society at large, we regard it as very important to 

abolished. If policy makers accept this argument and act accordingly, they would 
not only ensure the good prospects of savings banks and cooperative banks, but 
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