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EXECUTIVE SUMMARY

has been to examine the role of cooperative banks in Europe as a

contribution to be derived from diversity in the European banking
sector. In addition to analysing the nature of the cooperative bank model
and its implications, empirical analysis has been conducted of cooperative
banks in seven countries (Austria, Finland, France, Germany, Italy, the
Netherlands and Spain) mainly with respect to the performance of such
banks, their stability characteristics, their role in terms of competition, and
the contribution these institutions make to regional development.

The objective of the theoretical and empirical research in this study

The context is that European banking is a mix of many different types
of banks: public, state, cooperative, mutual and private banks. A particular
distinction is made between Stakeholder Value (STV) banks (of which
cooperative banks are a major component) and Shareholder Value (SHV)
banks. The distinction is ultimately about the banks” bottom line objectives
and the extent to which profit maximisation is the central focus of business
models. As with savings banks, cooperative banks can be categorised as
‘dual-bottom line” institutions.

Cooperative banks have long been an integral and well-established
part of the financial system in many European countries. They are an
important part of the diversity and plurality in European banking and have
their own characteristic business models, ownership and governance
structures. A particular feature of European cooperative banking is that
there is no single universal model that, in all its detail, is common to every
cooperative bank. This means that there is no completely homogeneous set
of cooperative banks across Europe. Whilst there is diversity in many
dimensions (both within some countries and, most especially, between
countries), there are also several key common features of cooperative
banks. There is a rich diversity in precise business models, structure and
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governance. The European cooperative banking sector can, therefore, be
characterised as Commonality with Diversity.

Cooperative banks have evolved from their origins in the second half
of the 19t century, and many have evolved over time into full-service
universal banks or have entered into activities that do not correspond to
their traditional core business. In several cases, these institutions appear to
be almost indistinguishable from their commercial bank competitors, being
active in non-retail activities and expanding across domestic frontiers.
Although its rationale is different from when cooperative banks were first
established as a response to various forms of market failure, the
cooperative bank model remains a strong and viable business model.

Indeed, empirical evidence in this study suggests that no radical
differences exist between cooperative banks and their peers in terms of
performance and efficiency. More important, there are economic, systemic
and welfare benefits to be derived from a successful cooperative sector in
the banking systems in Europe. A financial system populated by a diversity
of ownership and governance structures, and alternative business models,
is likely to be more competitive, systemically less risky and conducive to
more regional growth than one populated by a single model.

A central conclusion of the analysis is that it is systemically beneficial
to have STV banks in general, and cooperatives in particular, in a financial
system. In many respects it is the mix of different types of institutions that
is important (the biodiversity argument) as much (if not more so) than the
merits of any particular ownership structure or business model.

This has important public policy implications. The debate particularly
emphasises the expected role of different types of financial institutions to
finance the real economy, to contribute to systemic stability and to promote
inclusion. This raises the role of dual-bottom line or STV institutions to
fulfil other equally important objectives than mere shareholder value
creation. This suggests that financial performance and economic efficiency
are neither the only nor the ultimate standard of assessment. These are
indisputably important but they are not sufficient to assess the
contributions of STV institutions to the economy. Allowing for new
standards of assessment that take into consideration the variety of
objectives of STV institutions would emphasise the value of diversity in the
European banking sector. Beyond such assessment, the functional
implications of diversity (such as regulation, financial stability and
liquidity creation...) merit further investigation.
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