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1. 

models centered on operational efficiency accruing from new sources of profits 

for conducting banking activities, based on product synergies, scale and scope 

that in many cases benefits from diversification from traditional banking have 

failing banks, questions have been raised as to the proper size and scope of banking 

as credit unions, mutual savings banks, building societies or cooperative banks, 
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for years has played an important role in local environments, enhancing bank 

assistance aimed at stabilizing large banks, has created a hostile environment for 
locally based banks. 

2.  THE  

the cooperative sector. 
is characterized by good performance as well as by solid fundamentals, as indicated 
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their number has plummeted from 

cooperative banks have benefited from the consolidation process and today serve 
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Table 2. Net interest margin (net interest revenues /av. assets)

2007 2008 2009 2010 2011 2012 2013

Sector

4,77 4,11

Among a number of locally active financial institutions, banking activities are 

, they have grown at 

income individuals, especially those who do not have accounts with other banks. In 
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depositor protection, similar to the rest of the regulated banking institutions, both 

for commercial banks.

2008 2010 2011 2008 2010 2011
Households 74.7

Firms

Local and central governments 4.9
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there are small banks which struggle to maintain the required capital and large 

Similar conclusions can be drawn when analyzing the cooperative bank 

of capitalization and by the level and stability of profits, and can be interpreted as 

capital to cover potential losses. 

Z Scoret =
ROAt + CARt

ROA

ROAt, CARt t
ROA

values were higher than for commercial banks, demonstrating their stable position 
throughout the crisis. However, as fig.

according to the asset size, we can observe that the smallest banks are the safest 
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challenges ahead.

Figure 3A.  Z-score for commercial and cooperative banks in 5-year rolling 
windows
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Figure 3B.  Z-score for commercial and cooperative banks in 3-year rolling 
windows
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Figure 4. Z-score for subgroups of cooperative banks
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3. 

pinpointed the following 

is not to lose identity in the form of operational independence and regional focus.

has an advisory role, but the decision making power rests with the member banks, 

of network cooperation between local, regional and central institutions. In some 
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reliance on a central institution In networks with less formal organizational 

worsen cooperative banks’ identity and mission. In general, the Italian and Spanish 

are advocated as a key factor in ensuring the overall resilience of cooperative 

system. In this case, the network central institution may intermediate liquidity 

intended to ensure the solvency and liquidity of a group of affiliated institutions 

between the participating cooperative banks and the third pillar is a commitment 
to the stability of the agreements. 
advocated as a key factor in ensuring the overall resilience of cooperative groups, 
although they bring a significant degree of centralization and tighter cooperation 
within a group of affiliating banks. 

4.  

as efficiency, customer satisfaction and proper handling of regulations. A similar 
cooperative bank survey was coaducted by the authors in the early months of 

 and large 
 cooperative banks. 

crisis regulations will impose considerable new costs concerning the quality of 
capital, higher capital requirements, the introduction of a leverage ratio and new 
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Figure 6. Major risks for the cooperative banks
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However, those transactions are treated as interbank transactions and do not 
count as required liquidity for associating banks. Moreover, interbank deposits 

to take deposits directly from the market, they will be in direct competition with 

model, associating banks coordinate and control subordinated banks, but at the 
same time are owned by them, which sometimes creates a stalemate. 

So far, it has not been the intention of the regulatory authorities to interfere directly 

some actions could be advisable. Regulatory intervention may be aimed either at 

for small cooperative banks. However, these options have also been immensely 
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Figure 7. The attitude of cooperative banks to the IPS scheme
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Figure 8. The optimal position of the largest cooperative banks
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In the strategic part of the survey, cooperative banks seemed to be ready to gain 

any fundamental change in their market position, as in the survey the majority 
of banks indicated that the cooperative banking share will increase in the long 
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Figure 10. Main advantages of the cooperative model
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5. 

of some social objectives. In particular, the crisis has stressed the important role 

that an important factor for the construction of a healthy banking system is the 
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role played by local and specialized banks, based on relationship banking.

will impose new considerable costs, concerning the quality of capital, higher capital 
requirements, the introduction of a leverage ratio and new liquidity standards 

he data presented in the paper supports this assertion. 

network model and devise new strategies to answer the new challenges ahead. 

Abstract

model and demonstrated that in many cases the benefits of diversification from 

or forced takeovers of failing banks, questions have been raised as to the proper 

small institutions, such as credit unions, mutual savings banks, building societies 
or cooperative banks, has for years played an important role in local environments, 

of the paper is to analyze the position and challenges for the cooperative banking 
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APPENDIX

All 
banks 
(62)

Smallest 
banks: assets 

less than 

Largest 
banks: 

assets above 

1. The current model of cooperative banking is:

stable in the short run

stable in the long run

needs urgent modification

2. Large cooperative banks (capital above 5 m Euro) should ultimately:

operate independently within 

demutualise

be leaders of consolidation of smaller coop 
banks

3. The powers of associating banks:

should be stronger

should remain as today

should be modified

   

5. 

credit risk, connected with macroeconomic 
deterioration

operating risk, connected with necessity 
to change business model of cooperative 
banking

liquidity risk, connected with 
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All 
banks 
(62)

Smallest 
banks: assets 

less than 

Largest 
banks: 

assets above 

(Institutional Protection Scheme). This proposal is:

adequate and should be implemented   

inadequate, reducing independence 
of cooperative banks, and should be 
abandoned

inadequate, but should be implemented 
because of lack of alternatives

7. The main advantage of cooperative model is:

stable depository base   

knowledge of local market

other    

8. ST bank priorities are:

keeping employment  

increase of profitability

decrease of costs

9. LT bank priorities are (indicate 3):

maintaining employment   

increase of profitability

decrease of costs

increasing market share

increasing the number of members

Size of assets

100%


