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Banking Structure between Reconstruction
and Competition in West Germany 1948-1968

Ikuo Mitsuishi

This article analyzes the structural condi-
tions and order of competitiveness in the
banking industry in West Germany among the
commercial bank, savings bank and credit co-
operative sectors in the postwar period of high
economic growth, from currency reform in
1948 to the end of the 1960s. When the credit
business law (Kreditwesengesetz) passed the
Federal Parliament on March 16, 1961, it re-
quired an inquiry into distorted competition
in the banking industry, because private banks
claimed that the public bank sector had com-
parative privileges, though the law introduced
a national bank supervisory institution to real-
ize fair competition. The inquiry commission
report, which was late and afterward submitted
in 1968, acknowledged that the public bank
sector had three main competitive privileges in
the legal and administrative practices over the
private sector. First, savings banks were given
priority in administrative and personnel rela-
tions with municipalities. Secondly, savings
banks and credit cooperatives were allowed tax
exemptions or reductions. Thirdly, savings
banks and their savings deposits were guaran-
teed by municipalities. Against the first two
privileges, the Federal Government took mea-
sures to permit the municipalities to open the
practices and transactions in question to pri-
vate banks and to abolish the main part of tax

exemptions with the second tax reform in 1967.

188

But the report justified the credit guarantee of
savings banks by municipalities and regarded
the competitive conditions among sectors in
the banking industry as right. The savings
banks’ business principles for public and re-
gional interests were closely connected to the
economic order of Germany. The third privi-
lege of the savings banks was abolished by
agreement with the EU Commission after al-

most 40 years in 200s5.
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