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EXECUTIVE SUMMARY 

 

Under the framework of the league’s Privatization Position, the League of Women Voters of 

Washington (LWVWA) Public Bank Task Force has been entrusted to explore and determine 

whether public banking and the Washington Investment Trust a.k.a. a Washington (WA) state 

owned cooperative public bank, SB5995 as proposed by the Washington State Legislature, 

benefits the state of Washington and Washingtonians 

 

The reasons why a private-sector bank’s management of public funds does not meet the 

league’s Privatization position are: 

1) The state and/or local governments do not receive an “adequate” return on investment 

(ROI) from their public funds deposited in private-sector banks; 

2) The public sectors do not  have control over the leveraged investment by private-sector 

banks (no targeted or long term investment) and there is no guarantee that bank 

investments will remain in WA; 

3) There is not enough transparency to demonstrate what level of risk the private-sector 

bank managing public funds would be taking; and 

4) Although public funds have been entrusted to private-sector banks since WA statehood, 

the arrangement does not appear to have sufficiently benefitted the state. 

 

Therefore the task force recommends that the LWVWA board: 

1) Support the concept and establishment of a publicly owned bank (PB) that could provide 

financial services and broader investment opportunities to state and local governments or 

small municipalities in WA. The PB could ensure that the public funds are available to 

the local communities for their public projects with lower interest loans and fees.  A 

portion of any PB profit can be re-invested within the state or the local communities 

 

2) Support the establishment of a WA state owned public bank (PB) that could have 

increased financing capacity to fund or invest in infrastructures for the state and local 

governments. The governments could rely on the public bank to fund long term projects 

that private investment institutions might shun. The state owned PB could accept deposits 

from local governments and sub-political governments (e.g. Public Water or Sewage 

District) could share the investment profits with them. 
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IS THE CONCEPT OF PUBLIC BANKING COMPATIBLE WITH THE LWVWA 

POSITION ON PRIVATIZATION? 

 

What is the LWVWA Privatization Position? 

The Privatization Position addresses the issue of transferring some government (public) services, 

functions and assets to private entities when it is appropriate and preserves the common good.  

The privatization criteria specifies that transfers of public assets (monies, taxes, or property) 

should serve; “the common good”; “the public interest today as well as for future generations”; 

“assure competitive pricing and delivery”; “would not unduly impact customers”; and “would be 

compatible with the public well-being”. Further, there should be “adequate oversight, periodic 

performance monitoring”, and “documentation of adequate return on investment for the public 

for any government contribution of funds or assets to the private sector” (1). 

These same criteria can be applied for reclaiming public assets from the control of the private 

sector. One example is the incorporation of electrical services into the Jefferson County public 

utility district. Puget Sound Energy Co (PSE) had been providing electrical services to the people 

in Jefferson County. When its operational facilities and electrical services had deteriorated over 

the time, Jefferson County residents voted to de-privatize the electrical services from PSE 

control and buy out the existing infrastructure (1 & 2). The struggle between private and public 

ownership in the field of energy was included in the Seattle League Privatization Study in 2019. 

In a similar manner, the formation of a State Public Bank (PB) would de-privatize the control of 

public funds from private-sector banks. A public financial institution could act as a depository for 

public money (state, county, municipal and district members), a lending institution for public 

projects, or a source of participation loans with community banks. A properly run PB should 

increase the availability of credit to members with reduced cost. The PB should join the list of 

services deemed too essential to be privatized. 

 

What’s the current status of the state public funds in private-sector banks? 

     Existing Requirements on Banks Holding Public Funds    

Currently, the State of Washington is contracting out the government financial services to US 

Bank and depositing its public funds in 58 private-sector banks (including US Bank which holds 

the largest share of state public funds) and 10 credit unions. In 2020, the state deposits have an 

average monthly balance of $ 7.4 billion in the private-sector banks and ~$100 million in the 

credit unions (3) that incur various bank fees for financial services.  

A public fund depositary private-sector bank is required to hold collateral having a value close to 

or at least equal to the amount of the un-insured portion of the state public funds. Securities used 

as collateral should be segregated from the bank’s other assets as stated in the Revised Code of 

Washington (RCW) 39.58.050: For collateral for Deposits, however, the banks have a wide range 

of discretion as to what can be used as a security as long as it is segregated from other assets    

     

Current Benefits to the Private-sector banks vs. the State 

Income earned from the securities held as collateral for the deposited pubic funds belongs to the 

private-sector bank that holds the public funds and not to the state (RCW 39.58.050). 



4 

Meanwhile, when the state needs money for some projects or for its general operating budget, it 

borrows funds from private-sector banks or issues bonds through investment banks or bond 

brokers. Obtaining the loans or issuing bonds incurs additional cost to pay interest and fees for 

issuing bonds. The layers of fees and insurance for issuing bonds can cost from 1 % to 14% of 

the bond value (4). This is in addition to the interest charged on the loans, which over 25 years 

could be 40-50 % of the original cost. WA State is now rated 6th in the nation for highest debt per 

capita (5). 

 

WHAT IS PUBLIC BANKING? 

A public bank is a bank that is publicly owned by a county, a state, a municipality or a tribal 

government, capitalized by public funds and dedicated to invest funds in and for the benefit of 

the community. It would be publicly governed and return a negotiated portion of bank profits to 

the state or local communities. Otherwise, a public bank would operate similarly to a private-

sector bank in many respects. Publicly owned and financed banks are common internationally in 

Europe, Asia, and South America. 

        Examples of Current Public Banks in US: 

There are at least three public banks in the US. First, the Bank of North Dakota, owned by the 

state of North Dakota, (ND) was established in 1919 and is a depositary for the state revenues. It 

is fully functional as an investment bank for ND (6). During the financial crisis of 2008-2009, 

the bank continued to profit. Last year the Rate of Return was 18.6 % (7).  The second is Bank2 

which was established by Oklahoma Chickasaw Nation in 2002 (8). It provides loans to its tribal 

members and the profits and interest are re-invested in the tribal community. The third is 

Territorial Bank of American Samoa established by the territorial government of American 

Samoa to provide financial services to Samoans after the last private-sector bank had left (9). 

States Considering Public Banks: 

In 2019, the state of California instituted a public bank law that allows a municipality to establish 

its own public banking institution defined as a non-profit corporation for public benefit (10). 

New Jersey Governor Phil Murphy, a former Goldman Sachs executive, has signed Executive 

Order Creating Public Bank Implementation Board in Nov 2019 (11).        

 

WHAT BENEFITS COULD DE-PRIVATIZING PRIVATE-SECTOR BANKING OF 

PUBLIC FUNDS BRING TO THE STATE AND WASHINGTONIANS? 

POTENTIAL BENEFITS OF PUBLIC BANKING 

 The leveraging capacity of a public bank provides “adequate” return on investment 

A public bank does business the same way as a private-sector bank.  In a nutshell, banks are in 

the business of loaning money in order to earn interest. By lending, banks primarily create the 

money used for the loans (12&13).  Banks use their available funds as a seed to invest (loan) a 

much larger amount of money to reap the benefits of a much larger amount of interest. This 

process is called leveraging. Through leveraging, banks increase their financing capacity by 10-

fold or more compared to their funds on hand (12 & 14). The public bank could utilize public 

funds in a similar manner to increase credit availability to the state and local communities. It 

would thereby multiply the funds available for state projects and also gain higher interest 

incomes. One of the key benefits of a public bank for governments is to save interest costs 
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compared with borrowing from a private-sector bank (15). Through the combination of 

borrowing money at lower rates than from private-sector banks and increasing the return on the 

investment of public funds, the public bank could reduce the demand for the state to obtain 

private-sector bank debt financing and increase available funds without raising taxes. 
 

 Low operational expense enables low interest rate and low fees 

The proposed WA state owned bank would operate as an investment bank for the public sector 

and public purposes and not as a retail bank. Because of this, the public bank will not require 

bank branches, marketing expenses, high salaries for officers, etc. The expense to maintain the 

public bank (<12% = expenses/total income) would be far less than that of private-sector banks 

(> 50% = expenses/ total income) (Appendix A).  Thus, a public bank would not need to charge 

the extensive fees for service or high interest rates that private-sector banks do to meet their 

expenses. This difference would contribute to the public bank’s ability to offer low interest and 

fees. 

 Bundling Small Member Bonds to Obtain Lower Rates 

Bonds issued by small communities are often hindered by high fees and higher interest rates 

which are due to their locally-based credit rating (4 & 12). A state owned public bank could issue 

bonds for, or buy bonds from, the communities. In addition, small communities could be a 

member of the public bank which may, through scale, hold a much better credit rating and enable 

borrowing at lower interest rates (4 & 16). The public bank would also accept deposits from local 

governments (17). The proposed WA state public bank aims to be a cooperative membership 

bank in which the members were the state agencies, local governments and sub-political 

governments. 

  

IMPACT ON THE STATE ECONOMY 

 Compare and contrast impacts for public and private-sector banks 

Any new loan would generate new spending from jobs created both by the funded project and by 

the businesses which provide supplies. New lending spurs new spending and new deposits, 

expanding credit capacity through various rounds of loans and spending. This is called “deposit 

expansion multiplier”.  The public bank deposit expansion is dedicated to the member state or 

communities; whereas a private-sector bank’s new loan could be somewhere outside of the state 

or the communities even though the bank retains the public funds. The study of public banking 

for New Jersey showed the Estimated Economic Impact of a New Jersey State Bank as follow 

(18): 

Every $10 million of new credit or lending would yield … 

New Gross State Output $15,872,000 to $20,777,000 

New State Earnings $3,838,000 to $5,209,000 

New Employment 60 to 93 new jobs created 

New Value-Added $8,928,000 to $11,798,000 

 

“New Jersey could generate as much as $10 billion in new credit capacity, through successive 

rounds of lending and spending. These subsequent rounds would tend to be higher for a public 

bank than if the state’s funds were deposited into a private-sector bank with many out-of-state 

investments“(18). 
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A global study for government-owned banks found that government banks play a stabilizing role 

in the economy. By looking at the bank balance sheet data, lending by government-owned banks 

decreases less during recessions and increases less during expansions. In the United States, the 

only government-owned bank, the Bank of North Dakota (BND), played an important stabilizing 

role during the global financial crisis of 2007–09 (19). The study also shows that government 

banks provide financing for long-term capital projects in the public sector that private-sector 

banks fail to provide. 

  

 Risk of Bank Failure 

Any banking business has a risk of failure. Risk is often mentioned as a concern for creating a 

public bank but it is NOT UNIQUE to public bank. Financial institutions have repeatedly 

jeopardized the financial system by venturing into risky activities in the quest for higher profits. 

The drive for maximizing profits pushed the entire financial system into riskier speculative 

activities (20). During the 2008-2009 financial crisis, 18 private-sector banks in Washington 

State failed including Washington Mutual (21) and the state lost millions in public funds (22).  

By contrast, most government-owned banks are mission-oriented and serve a social purpose 

other than profit maximization (19). Therefore, public banks are less likely to engage in an 

excessive degree of risky activities. 

   

 Risk of Political interference 

The global study finds that “lending behavior depends on the electoral fortunes of the party 

affiliated with the bank: the interest charged is lower in the areas where the political party 

affiliated with the bank is strongest.”(19).  Although government-banks are shown to lend more 

to large firms as compared to smaller ones, they are also found to lend more in depressed areas as 

compared to their privately owned counterparts. But the author of the study pointed out that 

political interference on government-owned banks are unlikely to be unique as privately-owned 

banks may potentially also get preferential political treatment, or be persuaded to provide 

preferential treatment on behalf of politicians (19) 

 

STATE REQUESTED REVIEW OF A WA STATE OWNED PUBLIC COOPERATIVE 

BANK (WAPB) 

 Potential Benefits and accountability of the state public bank 

The legislature commissioned a draft business plan report for a WA state created public 

cooperative bank (published by Evans school of Public Policy and Governance, University of 

Washington in May 2020) (17). The report stated that a state created public cooperative bank 

(WAPB) could offer local governments many potential benefits. The report pointed out potential 

benefits similar to those shown above. WAPB would start to yield retained earnings (profit) in 5 

to 10 years of its operation depending on the source of the capital. For transparency and 

accountability of WAPB operation, it suggested external & internal audits, and oversight by the 

State Auditor. An alternative audit possibility could involve both Department of Financial 

Institutions and the Public Depository Protection Commission each of which resides in a 

different state agency. 
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 Shortcomings of the business plan 

The Public Bank Task Force addressed the following comments and questions to the authors 

about the business plan report.. 

The main question we have is whether the business plan adequately reflects an actual 

functioning public bank and has credible numbers to substantiate the report’s claims. 

For the functionality of a state-created public bank, the business plan addresses only one activity 

for the bank, that being infrastructure financing. While this is an important activity, it is not the 

only activity anticipated for this bank. We interpret the bank’s functions to be infrastructure 

financing as well as investing as “potential benefits for local governments and the state.” This 

report has not shown or included the state and/or its funding agencies’ participation in the plan. 

 

Should we assume that this business plan was written as a base plan or as a starting point 

for planning the creation of the investment bank? 

For the credibility of the report, all the numbers that appeared in the report had no citations, 

source links, table legends, or explanation of how the numbers in the tables were 

tabulated. Therefore, the numbers used in the business plan report are considered dubious or at 

least unsubstantiated. The business plan appears to be just a prototype concept for a state public 

bank.  After our review of this report, the Public Bank Task force wonders if the authors did not 

intend to define or determine an explicit plan for the public bank. We have addressed the 

following critical questions to the authors and received the answers from the Evans School who 

published the business plan for the WAPB. They stated that their “scope of work was constrained 

by stipulations in the budget proviso and the Statement of Work specified by the Office of 

Financial Management” (The budget proviso is Supplemental Budget SB6032, 2017-2018, page 

53).  Therefore their answers are based on the constrained scope. The LWVWA Public Bank Task 

Force believes that the Statement of Work and their answers to our questions do not reflect the 

potential opportunities for WAPB. 

 

CRUCIAL QUESTIONS ON THE BUSINESS PLAN 
  

Questions about some aspects of the state created public cooperative bank 

a.k.a. ”WAPB” report: 

1. What is the reason the WAPB was not considered as a public funds depository? 

2. Why didn’t you consider some aspects of the Bank of North Dakota (6 &7) structure? 

3. Why does the report not quantify a comparison of operational expenses of the WAPB vs. 

private-sector banks? 

4. What would be the potential state earnings if the approximately 55% of public funds 

deposited in the largest five private-sector banks (3) are deposited in the WAPB using a 

similar fractional lending system for loans?      

5. What would be the relative economic impact on the state economy of the WAPB vs. 

private-sector banks? 
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6. What are the reasons for the report’s “assessment” that the public bank should not 

provide any “transactional depository services to members, such as check clearing, 

automatic clearing house transactions, and remittance processing”? 

 

Survey-related questions: 

1. What efforts were made to ensure that state survey respondents were sufficiently 

knowledgeable about public banks to make informed responses? 

2. Because both the number of survey respondents and the number of positive responses 

was small, what analysis was used to develop the statistics used and how confident can 

you be about your decisions and the conclusions presented in the business plan?      

3. How could the WAPB serve to fill the gap in small, rural jurisdictions’ needs for 

infrastructure as identified by the survey respondents? 

 

Questions about “gifts of public goods” 

1. Are you aware of a number of State Supreme Court decisions on the constitutionality of 

state public funds being used for development on behalf of private companies? For 

example, the court decided in CLEAN (Citizens for Leaders with Ethics and 

Accountability Now) vs. the State in 1995 that the use of public funds to build a stadium 

for a private sports franchise was constitutional based on “public benefit”. 

2.  What other types of loans could fall into the category that the WAPB can offer? 

 

CONCLUSION 

The Public Bank Task Force recommends that the LWVWA board: 

1) Support the concept and establishment of a publicly owned bank (PB) that could provide 

financial services, broader investment opportunities and a substantially better (compared 

to private-sector banks) return on investment to state and local governments or small 

municipalities in WA. 

 

2) Support the establishment of a WA state owned public bank (PB) that could increase 

financing capacity to fund or invest in infrastructures for the state and local governments. 

The state owned PB could accept deposits from local governments and sub-political 

government entities (e.g. School or Public Water and Sewage Districts) and share the 

investment profit with them.  

 

Meeting the following Criteria: 

Criteria to be Public Bank 
 

 Public Bank functions as an investment bank for the state and holds public funds as 

capital to provide low interest loans with lower fees than private-sector banks to the 

state and local governments but it is not a retail bank 
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 Unlike a state funding agency, a Public Bank functions as a bank, which is able to 

increase its lending capacity by the act of giving out loans (investments) up to ~ ten-

fold of the original fund amount. This banking practice, known as leveraging, also 

would result in higher interest income to the state 

 

 It should accept public fund deposits from state and local governments 

 

 The operation of the state owned public bank must have a firewall between the bank 

operation and political interference.   

 

Pro statements for the Public Bank: 

 The Public Bank would reduce the need for the state to obtain private-sector bank 

debt financing and increase available funds for public projects without raising taxes 

by increasing the return on investment of public funds while providing borrowers 

with lower interest rates than are available from private-sector banks. 

 

 Some of the Public Bank Investment income and profit would be reinvested within 

the state and some could augment the state revenue. 

 

 The Public Bank would start to yield profits in 5 to 10 years of its operation 

depending on the source of the capital. 

 

 The Public Bank could provide loans to the state or local government’s long term 

projects including those that may not attract private investments. 

 

 The oversight commission for the Public Bank operation must be composed of people 

who have banking or financial background as well as elected officials. 

 

       Con statements against Public Bank:  

Opposing views and rebuttals 

 

 No need for a public bank because a state funding agency plays a similar role. 

 The concept demonstrates a lack of understanding of the difference between 

banking and agency funding. 

 

 Risk of PB failure 

 Banking business failure is an issue for both Public and Private banking. 

 

 Political influence negatively affects  bank activities 
 A public bank requires a robust firewall between the bank operation and the 

politicians 

 

 Political challenges to establishing a public bank 

 Poor understanding of banking operation by politicians 

 Fierce oppositions from private-sector banking and financial associations 

 Political fear of risking loss of public funds 



10 

 

REFERENCES: 

 

1) LWVWA Program in Action 2017-2019: A Leader’s Guide to State Program, 

https://lwvwa.org/resources/Documents/Program%20In%20Action%2017-

19%20for%20pdf%20to%20print.pdf 

2) Jefferson County PUD: Celebrating 5 Years of Public Power Apr 2013 – Apr 2018, 

https://www.jeffpud.org/pud-celebrates-5-years-of-public-power/ 

3) Public Deposit Banalness/Limitation Report Feb 2020, Public Deposit Protection 

Commission, https://www.tre.wa.gov/wp-content/uploads/PD-2019-dec-2020-jan-feb.pdf 

4) Doubly Bound: The Costs of Issuing Municipal Bonds, Marc Joffe, Dec 16, 2015, 

https://belonging.berkeley.edu/doubly-bound-costs-issuing-municipal-bonds 

5) Washington State Treasurer Says Keep Hands Off Windfall, Regulation Mar 3, 2020 

Chief Investment Officer, https://www.ai-cio.com/news/washington-state-treasurer-says-

keep-hands-off-windfall/ 

6) History of Bank of North Dakota, https://bnd.nd.gov/history-of-bnd/ 

7) Bank of North Dakota Releases 2019 Annual Report, July 7, 2020, 

https://bnd.nd.gov/bank-of-north-dakota-releases-2019-annual-report/ 

8) Chickasaw Nation Bank aims to grow Finance Firm has no Loans to tribe, Jan 18, 2003, 

https://oklahoman.com/article/1911214/chickasaw-nation-bank-aims-to-growbrfinance-

firm-has-no-loans-to-tribe 

9) When Banks abandoned American Samoa, the islands found a solution nobody had used 

in a century, Andrew Van Dam, May 9, 2018, The Washington Post, 

https://www.washingtonpost.com/news/wonk/wp/2018/05/09/when-banks-abandoned-

american-samoa-the-islands-found-a-century-old-solution-that-could-be-the-future-of-

finance/?noredirect=on 

10) California Legislative Information, Assembly Bill No. 857, Chapter 442, 

https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200AB857 

11) Governor Murphy Signs Executive Order Creating Public Bank Implementation Board, 

Nov, 2019, https://www.nj.gov/governor/news/news/562019/approved/20191113a.shtml 

12) Sgouros, Tom. (2014) Checking the Banks: the Nuts and Bolts of Banking for People 

Who Want to Fix it.  Providence, RI.: Light Publications. 

13) Can banks individually create money out of nothing?- The theories and the empirical 

evidence, Richard A. Werner, Dec 2014, Vol 36 Pages1- 19, International Review of 

Financial Analysis, 

https://www.sciencedirect.com/science/article/pii/S1057521914001070 

14) Banking on leverage, Basel Committee on Banking Supervision, Stefan Ingves,  Feb 25 – 

27, 2014: https://www.bis.org/speeches/sp140226.htm 

https://lwvwa.org/resources/Documents/Program%20In%20Action%2017-19%20for%20pdf%20to%20print.pdf
https://lwvwa.org/resources/Documents/Program%20In%20Action%2017-19%20for%20pdf%20to%20print.pdf
https://www.jeffpud.org/pud-celebrates-5-years-of-public-power/
https://www.tre.wa.gov/wp-content/uploads/PD-2019-dec-2020-jan-feb.pdf
https://belonging.berkeley.edu/doubly-bound-costs-issuing-municipal-bonds
https://www.ai-cio.com/news/washington-state-treasurer-says-keep-hands-off-windfall/
https://www.ai-cio.com/news/washington-state-treasurer-says-keep-hands-off-windfall/
https://bnd.nd.gov/bank-of-north-dakota-releases-2019-annual-report/
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200AB857
https://www.nj.gov/governor/news/news/562019/approved/20191113a.shtml
https://www.bis.org/speeches/sp140226.htm


11 

15) Exploring a Public Bank for Vermont: Economic Impacts, Capital Needs, and 

Implementation, Dec 2013, https://publicbanking.files.wordpress.com/2014/01/public-

banking-1-13-2014.pdf 

16) Evaluation of the Benefits and Risks of a State-Chartered, Public Cooperatice Bank-

Status Report, Longbrake & Marlowe, Dec 2018, 

https://ofm.wa.gov/sites/default/files/public/publications/PublicCooperativeBanking.pdf 

17) A State-Created, Public Cooperative Bank for Washington State: Design Framework, 

Business Plan, and Draft Legislation, Longbrake & Marlowe,  May 2020, 

https://evans.uw.edu/sites/default/files/public/state_bank_business_plan_-_final_2.pdf 

18) Exploring a Public Bank for New Jersey: Economic Impact and Implementation Issues, 

Figart, Deborah, .Apr. 2018, April, Stockton University, Hughes Center for Public Policy. 

19) Does greater public ownership in the financial system promote superior performances?: A 

survey of the Literature, Devika Dutt, Dec. 2017, Political Economy Research Institute. 

20) Regulating Financial Services to Protect and educate the Public and Promote Economic 

Vitality: 2005-2012 Legacy and Lessons Learned, Scott Jarvis, Sept. 2012, Washington 

State Department of Financial Institutions: 

21) Washington Bank Closures 2009 – 2013,WA State Dep. Financial Institution report, 
https://dfi.wa.gov/banks/closure 

22) WSIB funds show loss from sale of Washington Mutual, Washington State Financial 

Investment Board Press Release, Sep 28, 2008 

 

 

 

 

 

  

https://publicbanking.files.wordpress.com/2014/01/public-banking-1-13-2014.pdf
https://publicbanking.files.wordpress.com/2014/01/public-banking-1-13-2014.pdf
https://ofm.wa.gov/sites/default/files/public/publications/PublicCooperativeBanking.pdf
https://evans.uw.edu/sites/default/files/public/state_bank_business_plan_-_final_2.pdf
https://dfi.wa.gov/banks/closure


12 

GLOSSARY OF BANK TYPES: 

 

Private-Sector Bank: A bank not owned by a state or municipality. Private banks, commercial 

banks, cooperative banks, and banks with publicly traded shares are private-sector banks.  

Public Bank or Public-Sector Bank: A bank in which a state or municipality, or other public 

sector is the owner.  

Commercial Bank: A bank which provides services to businesses such as accepting deposits, 

and making business loans. Commercial banks are operated for profit. Commercial banking may 

be combined in one entity with retail banking and investment banking. Commercial banks can 

include private sector banks and public sector banks. 

Private bank: A private bank is one owned by an individual or a partnership. Its services are 

typically offered only to the very wealthy. Services may include investment portfolio 

management, tax advisory services and estate planning. Many commercial banks also have 

special sections that offer these kinds of “private” banking services to wealthy customers. 

Investment Bank: A financial services company or corporate division of another type of bank 

whose activities include the speculative activities of trading in securities and derivatives, 

assisting with mergers and acquisitions, and market making. “Investment” banks do not typically 

take deposits.  

The Glass-Steagall Act, passed during the Great Depression (1930s), prohibited investment 

banks, commercial banks and insurance companies from being under common ownership. The 

idea was to protect depositors in the commercial banks and the policy holders in insurance 

companies from the speculative activities of the “investment” banks. This sensible law was 

repealed by the Gramm-Leach-Bliley Act during the Clinton administration in the 1990s. The 

result is that many banks now have both kinds of activities and the risky, speculative tendencies 

on the “investment” banking side put depositors on the commercial banking side at risk as we 

saw in the Great Recession of 2008. 

Cooperative Bank: A bank which does not issue capital stock but is owned by its members. 

Cooperative banks include credit unions and mutual banks.  

Mutual Savings Bank: It is a type of cooperative bank and mutually owned by depositors. It 

also does not issue capital stock. The primary difference between cooperatives and mutual 

savings banks is that the former has equally voting rights for each member whereas the latter has 

voting rights proportional to the amount of business a customers does with the bank. Mutual 

savings banks also operate for the profit of their owners, and they are unrestricted in who they 

may have as customers. It is because of these fundamental differences that mutual savings banks 

are not exempt from income taxes while credit cooperatives are. These mutually owned banks 

represent an intermediary ownership structure between cooperatives and commercial banks (1). 

Retail Banking (aka consumer banking): Banking for the general public rather than 

corporations. Many commercial banks also engage in retail banking, and since the repeal of the 

Glass-Steagall Act can also engage in “investment” banking. Retail banking services include 
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savings and transaction accounts, mortgages, personal loans, debit cards, and credit cards.  

Banker’s Bank: A bank in which the shareholders and customers are banks. The Federal 

Reserve and the Federal Home Loan Banks are examples. 

 

 

Reference: 

(1) Bank Ownership Structure and Performance: An Analysis of Cooperative and Mutual 

Savings Banks, D.C. Bunger, The Arthur Levitt Public Affair Center, Hamilton College, 

2009 
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APPENDIX A 

 

COMPARISON BETWEEN BANK OF NORTH DAKOTA (PB) AND TWO PRIVATE-

SECTOR BANKS, BANK OF AMERICA AND US BANK 

 

 

A. Balance Sheet 
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B. Income and Expenses  



16 

 

C. Notable Differences between PB and Private-sector banks 

 

 

 

 


