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Press Release: New CEPS study emphasises importance of institutional diversity in the banking sector
In a banking environment dominated by the shareholder-value (SHV) model, non-SHV institutions such as savings banks and others have been criticised for being an exception to the rule, for being relatively inefficient, for not being subject to the discipline of the capital market and corporate control, and for having weak corporate governance arrangements. 
Drawing the lesson from the banking crisis, a major study released today by the Brussels-based think tank CEPS argues that “a financial system based on a mixed ownership structure, and which includes a significant savings bank sector, is likely to be inherently more stable and less crisis-prone than one populated exclusively by shareholder value institutions”. 
In the report, entitled “Investigating Diversity in the Banking Sector in Europe” a group of researchers led by CEPS Senior Fellow Rym Ayadi, go even further, stressing that there are economic and welfare benefits to be derived from institutional diversity in the financial system. In particular, the study finds that:

· There are no radical differences between savings banks and their commercial peers in terms of profitability, efficiency and earnings stability.
· A larger critical mass of savings banks (and other Stakeholder-value – STV – institutions) is likely to enhance competition in the financial system;
· The evidence also suggests that savings banks contribute to a reduction in social exclusion and offer wider access to financial services;
· Institutional diversity is found to have positive and significant effects on regional growth, owing to the local focus of most saving banks;
· The case for diversity includes, as the study suggests, “reducing institutional risk, defined as the dependence on a single view of banking that may turn out to have serious weaknesses under unexpected conditions such as the current crisis”.

On the strength of the case studies on the national savings bank systems of Spain, Germany and Austria the report concludes that “the crisis has made it even more evident than before how valuable it is to promote a pluralistic market concept in Europe and, to this end, to protect and support all types of ownership structures without abandoning the principle of ‘same business, same risks, same rules’”. The investigation of the role of savings banks in this study demonstrates the value of their presence in terms of the financial, economic and social welfare of the countries in which they operate. 

Background:
This paperback is the result of a two-year research project designed by the Financial Institutions and Prudential Policy (FIPP) unit of CEPS and led by Rym Ayadi. The project’s Scientific Committee includes Rym Ayadi, Senior Research Fellow and Head of FIPP at CEPS, Reinhard H. Schmidt, Professor at the University of Frankfurt and Santiago Carbó Valverde, Professor at the University of Granada.

The Centre for European Policy Studies (CEPS) is an independent Brussels-based think tank dedicated to producing sound policy research leading to constructive solutions to the challenges facing Europe. For the last two years, it has been ranked among the top ten think tanks in the world.
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