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Banks in Poland should be under 
domestic control 

BY STEFAN KAWALEC
* 

The course of the world financial crisis, the growing 

government debt crisis in the EU member states as 

well as the expected results of implementation of 

the Basel III Capital Accord justify a substantial 

re-examination of the structure of Polish banking. 

The actions of the regulatory authorities should 

lead to structural changes, supporting the fulfilment 

of the role of a stable and effective financial inter-

mediary by the banks, as well as limiting the coun-

try's macroeconomic risk.  

 

With the exception of Poland, most banking sys-

tems of the largest EU economies are dominated 

by banks holding their decision-making centres in 

the given country. At least two, three or even more 

large banks controlled locally operate in practically 

every country. These are privately owned banks 

and to a large extent they are protected against 

hostile takeovers. 

 

In Poland, the seventh largest economy in the EU 

in terms of GDP, the banking sector is dominated 

by banks controlled by foreign banking groups. 

These banks hold over two-thirds of the banking 

sector's assets. At the early stage of transforma-

tion, Poland did not have the expertise to properly 

manage banks in a market economy and there 

were no domestic investors with sufficient capital 

who could become competent and trustworthy 

controlling shareholders of banks. Through the 

bank privatization process the government placed 

particular importance on seeking credible, strategic 

foreign investors, able to provide the banks with 

capital support, adequate managerial control and 

 

                                              
*  The author is the President and CEO of the advisory firm 

Capital Strategy (www.capitalstrategy.pl) as well as non-
executive director in Kredyt Bank S.A. and Lubelski Węgiel 
Bogdanka S.A. He served as a Deputy Minister of Finance 
(1991-1994). The text was originally published in Polish 
(‘Banki w Polsce powinny być pod krajową kontrolą’) by the 
portal www.obserwatorfinansowy.pl on 2 November 2011. 

speedy transfer of know-how. Their emergence in 

the 1990s contributed to the modernization and 

development of the banking system; it also had a 

positive impact on the development of the Polish 

economy. 

 

Today, after over 20 years of transformation, the 

Polish financial market has sufficiently developed 

and no longer needs to rely on management car-

ried out by following directions from external head-

quarters. There is a large number of domestic 

managers who have gained practical experience 

and are capable of managing banks. There is also 

a large group of professional institutional investors, 

primarily pension funds and mutual funds, having 

substantial capital at their disposal and holding 

managerial teams capable of skilled evaluation and 

participation in a professional system of corporate 

governance. Moreover, there is a strong and rela-

tively competent supervisory infrastructure. 

Banks should collect deposits and grant loans 

The ability to generate domestic savings and to use 

them effectively for investments which boost pro-

ductivity is the key factor behind economic growth. 

The best way for foreign capital to support eco-

nomic growth is through direct investments.  

 

Foreign loan capital transferred through the bank-

ing system may temporarily contribute to economic 

growth but is also a source of risk. The inflow of 

foreign loan capital, particularly in the case when it 

is used to finance consumption or real estate, may 

lead to the erosion of competitiveness and the 

formation of asset bubbles in the market. The grav-

ity of these risks could be seen in the example of 

Ireland and the Baltic countries, which with the 

support of foreign loan funds had reached high 

growth rates for a certain period of time, but then 

went through a sudden crisis and their economies 

shrank dramatically. Therefore, the key function of 

the banking sector is the effective and stable finan-

cial intermediation in collecting domestic deposits 

and granting loans to companies and households. 
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The economy is growing and the credit supply 
is decreasing  

The domination of foreign-owned and controlled 

banks upsets performing that function by the bank-

ing sector, which has been clearly visible during the 

world financial crisis. A bank in Poland controlled 

by an international banking group will look not only 

at the condition of the Polish economy or its own 

financial standing, but will also pay close attention 

to the situation of the entire banking group. As a 

result, problems in the economy of the home coun-

try of the group, or financial difficulties of the group, 

may significantly retard the performance of the 

financial intermediary function in Poland by the 

subsidiary bank. Such a situation, if it pertains to a 

single bank, does not necessarily constitute a ma-

jor problem in a country with a competitive banking 

system such as Poland. The situation becomes 

more serious when the disturbances resulting from 

external events affect a larger number of banks. In 

2009, as a result of the world financial crisis, the 

USA and the EU countries – where the headquar-

ters of banking groups controlling over two-thirds of 

assets of the Polish banking sector are located – 

found themselves in recession. As a result, the 

international banking groups operating in Poland 

reported significant losses in their home markets 

and had to take advantage of government support. 

Despite the fact that Poland was the only country in 

Europe to enjoy real GDP growth (by 1.6%) in 

2009, the foreign banking groups operating in Po-

land limited the availability of credit for Polish en-

terprises. In 2010, a further decline in corporate 

lending granted by the dominant banking group on 

the Polish banking sector was reported, despite a 

fairly decent real GDP growth rate (3.8%). Overall 

real GDP growth in Poland in 2009-2010 was 

5.6%, whereas corporate lending by the banking 

sector dropped by 6.3%. If one were to subtract the 

credits extended by the largest Polish-controlled 

bank PKO BP and by cooperative banks from the 

group, the real drop in lending to enterprises by all 

other banks in these years amounted to a total of 

11%.  

 

The real drop in corporate lending in 2009-2010 

was undoubtedly caused by weaker demand of 

enterprises for loans resulting from weakening 

investments, but it certainly was not the only factor. 

That is documented by the differences in the 

growth of loans for enterprises among the different 

segments of the banking market. In the same pe-

riod, PKO BP increased its loan portfolio for enter-

prises by 23% in real terms, and cooperative banks 

by 36%. These data are consistent with the every-

day observation that in 2009 PKO BP was the only 

bank in the group of the 10 largest banks willing to 

grant loans to new corporate clients. 

 

Table 1 

Total real growth in the period 2009-2010  
in per cent 

Polish GDP 5.6 

Growth of loans for enterprises in the entire banking sector  -6.3 

of which:  

PKO BP 22.7 

Cooperative banks 36.5 

Other (i.e. excluding PKO BP and cooperative banks) -11.0 

Source: Own calculations on the basis of NBP and KNF data and 
banks' financial statements. 

 

A situation in which those banks that control over 

two-thirds of the banking sector’s assets limit grant-

ing loans to enterprises, and the increase in corpo-

rate lending is carried out by local banks, which 

have only one third of the sector's assets, is not 

healthy and has to raise concerns. On the one 

hand, this limits the corporate sector’s access to 

credit. On the other hand, the very dynamic growth 

of loans from cooperative banks and PKO PB 

bears the risks over the average quality of credits 

extended.  

Adverse consequences for clients seeking 
credit 

In the coming months and years, we can expect a 

continuation of serious disturbances in serving the 

financial intermediary function by banks controlled 

by foreign financial institutions. This may result in 

stunted growth of enterprises and limited GDP 

growth in Poland. All indicators point to the fact that 

the financial sector in Europe and the rest of the 

world will be going through serious turbulence. 
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Foreign banking groups will have to limit their fi-

nancial leverage as a result of implementing 

Basel III requirements, and European banking 

groups will suffer from capital loss as a result of the 

deterioration of the value of euro government 

bonds threatened by the potential insolvency of 

countries of the eurozone.  

 

The preliminary estimates of the European Banking 

Authority (EBA) predict that European banks will 

have to collect EUR 106 billion of new capital as a 

result of the recent decision made at the EU sum-

mit on reducing Greece's external debt and in-

creasing capital ratios, but other forecasts put the 

number much higher. The estimates of capital  

 
Figure 1 

Capital gap with the assumptions adopted in the lat est EBA stress-test (in EUR million)* 

 
* Tier 1 capital ratio of 9%.  

Source: Estimations of Credit Suisse, Tier 1 – core capital (common stock and retained earnings). 

 

requirements of the largest European banks ac-

cording to Credit Suisse Bank are shown in Fig-

ure 1.  

 

Among the institutions presented in the chart, there 

are financial groups controlling a major share of 

assets of the Polish banking sector as well as insti-

tutions declaring interest in further bank acquisi-

tions in Poland. It is therefore important to pay 

close attention to the opinions of banks themselves 

and external experts indicating that due to very low 

share prices and difficulties in raising private capi-

tal, instead of trying to obtain expensive new capi-

tal, banks will try to reduce their balance sheets on 

the asset side, including cutting down the availabil-

ity of credit1. There is a real risk that in the case of 

difficulty with raising capital or disturbances in, and 

growth of, risk perception on the home market, a 

                                              
1  ‘Top banks say capital push too expensive’, Financial Times, 

13 October 2011. 

given banking group might limit its lending activity 

in Poland, even when the subsidiary bank in Po-

land has enough capital and there is room for sta-

ble growth of credit. Financial consolidation within a 

group will allow the regulatory capital released in 

that manner in Poland to be used on other markets 

where the group is in lack of capital. Polish enter-

prises for which the access to credit will be limited 

will be victims of such an approach. 

Threats faced by domestic banking supervision 

The experience of the global banking crisis has 

shown that interest rates alone may not always be 

able to effectively secure macroeconomic stability 

in the country. In order to successfully stop booms 

in particular segments of the local market, there 

may be a need to adjust certain parameters of 

banks’ operations – such as capital requirements, 

maximum loan to real estate value or loan to in-

come ratio – to local conditions.  
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Such methods of applying prudential regulations in 

order to achieve macroeconomic stability are called 

macro-prudential policy. Two researchers from the 

Polish central bank (the National Bank of Poland – 

NBP), Andrzej Sławiński and Tomasz Chmielewski, 

pay particular attention to the fact that the applica-

tion of macro-prudential policy will be hindered 

following an adoption of the European Commission 

directive introducing the so-called ‘maximum har-

monization’ of supervisory rules.2 In such a case, 

the power to influence the banks’ policy by means 

of prudential parameters would be vested only with 

the supervisor at the banking group level, and the 

parameters would be uniform for the entire area of 

operation of the banking group within the EU. 

 

Thus, the Polish banking supervisor would be de-

prived of the power to adjust prudential parameters 

to the local conditions for banks that are members 

of banking groups headquartered in other EU coun-

tries, which today control nearly two-thirds of the 

banking sector assets. Moreover, Sławiński and 

Chmielewski warn that the anticipated centraliza-

tion of capital and liquidity management in large 

international banking groups would in practice 

mean the abolishment of requirements ensuring 

the liquidity and stability of the capital base in indi-

vidual subsidiary banks, operating in countries 

other than their parent bank. 

 

However, the discussion on the introduction of the 

maximum harmonization of supervisory rules has 

not been concluded yet and there is still hope that 

the Polish government will take appropriate steps 

and find allies to prevent it from happening. If 

‘maximum harmonization’ is introduced, its danger-

ous effects will be directly proportional to the share 

of foreign-controlled banks in the Polish banking 

sector. 

Adverse consequences for public debt financing 

The dominance of banks ruled from foreign head-

quarters will also affect the stability of the financing 

                                              
2  Andrzej Sławiński and Tomasz Chmielewski, ‘Dusząca 

harmonizacja’ (Choking harmonization), Rzeczpospolita 
(Polish daily), 21 October 2011. 

of public debt, while in the case of disturbances in 

the global economy it may become a major source 

of macroeconomic instability. Let us not forget that 

domestic banks are an important category of buy-

ers of public debt instruments. The ability of banks 

to invest in attractive Treasury securities is re-

stricted by limits on Polish risk imposed by their 

foreign headquarters. 

 

Although some foreign banks hold large liquidity 

surpluses in Polish zloty (PLN), they do not invest 

them in Treasury debt which yields higher interest, 

but instead – due to the risk limits – they deposit 

their liquid funds into current accounts kept with the 

central bank or invest them in short-term NBP 

money bills. Banks deposited about PLN 100 billion 

in NBP money bills, which is nearly equal to the 

value of their Treasuries portfolio, which was worth 

PLN 117 billion at the end of July 2011. Conse-

quently, to a larger extent the burden of financing 

the public debt rests on foreign investors. In the 

case of potential disturbances in the global econ-

omy or other events increasing the aversion to 

Polish risk among foreign investors, the limits on 

Polish risk imposed on Polish banks owned by 

foreign banking groups may be sharply reduced.  

 

Therefore, in a stress situation Polish Treasury 

bonds are likely to be sold off at the same time by 

foreign investors and by the majority of banks op-

erating in Poland. This is why, especially in the 

current state of the global economy, the dominance 

of banks controlled by foreign banking groups seri-

ously increases the risk of financing for the Polish 

public debt. 

 

The regulators should not allow a deposit bank 

which plays an important role in the system to be 

forced to observe limits imposed by any external 

party on the sovereign risk of a country whose 

budget is implicitly guaranteeing the deposits col-

lected by this bank. It is important to point out that 

bank deposits in Poland are guaranteed by the 

Bank Guarantee Fund (BGF) financed from contri-

butions paid by the insured banks. In the event of a 

severe crisis when the funds of BGF turn out to be 

insufficient to cover the guaranteed amounts, BGF 
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may apply for a loan from NBP or ask for a loan 

from the central budget. 

 

The idea is not to force banks to purchase unlim-

ited amounts of public debt, but to create a situa-

tion in which a bank’s policy in this respect is de-

termined autonomously by the bank’s management 

and is not subject to limits imposed by foreign 

headquarters. In practice, in the case of banks 

being members of international banking groups, it 

is very difficult to ensure that such limits are not set 

externally. Therefore, the measures taken by regu-

lators to ensure that banks important to the stability 

of the system are controlled locally, are justified. 

Adverse consequences for human capital de-
velopment 

Despite being international entities, banks often 

maintain their national nature. The geographical 

location of their headquarters is really important. 

What this translates into is a system where the 

strategic decisions and key managerial decisions 

are made at the headquarters level, while the local 

management is responsible for the implementation 

of these decisions. Banks owned by foreign bank-

ing groups offer limited development and career 

opportunities to local managers. In theory, it is pos-

sible to be promoted to the headquarters where the 

strategic decisions are made, and there have been 

such cases, but they should rather be treated as 

exceptions to the rule: It is difficult for a foreigner in 

mainland Europe to be promoted to the top bank 

management. US corporations are more open in 

this respect. 

 

Poland has many well-educated and efficient man-

agers, capable of formulating strategies and man-

aging the growth of banks. Moreover, many young 

people in Poland have all the makings of becoming 

great managers in the future. From the point of 

view of the country’s human capital development, it 

is important that young ambitious people having 

are not forced to emigrate, but are able to fulfil their 

ambitions at home. Large banks and companies 

should have their headquarters in Poland.  

Regulators should care about local control 

Among the effects of the global financial crisis are 

the ownership changes taking place in the Polish 

banking sector. In the past two years, in the after-

math of problems encountered in their home coun-

tries, four European banking groups (Allied Irish 

Banks of Ireland, Eurobank EFG of Greece, BCP of 

Portugal, and KBC of Belgium) have decided to sell 

their Polish banks (BZ WBK, Polbank, Kredyt Bank, 

and Millenium Bank respectively). As of 30 June 

2011, the above-mentioned banks held in total 14% 

of the Polish banking sector’s assets. It is possible 

that soon other banks operating in Poland and 

controlled by foreign banking groups may be put up 

for sale. 

 

The group of potential buyers of the banks sold in 

Poland includes financial groups from the euro-

zone, which is currently going through a serious 

crisis. The potential buyers from Italy, Spain or 

France are threatened by the prospect of a further 

deterioration of ratings. This may be caused by the 

burden placed on their balance sheets by the sov-

ereign bonds of the excessively indebted countries, 

or may be a result of reduced rating of their home 

country. An analysis conducted by the Polish Fi-

nancial Supervision Authority (KNF) covering 

twelve countries of Central and Eastern Europe 

shows that a deterioration in the rating of the domi-

nant entity entails reduced lending of the subsidiary 

operating in the local market.3 

 

Polish regulators should not be just passive by-

standers watching the changes in control over 

banks important for the Polish financial system. 

The government should take active measures to 

mitigate the risk posed by the structure of the bank-

ing system to the stability of operation of the bank-

ing sector, and to the macroeconomic stability of 

the country. In no case should we allow the 

                                              
3  Michał Kruszka, ‘Banki zależne od zagranicznych instytucji 

finansowych – Wybrane aspekty stabilności systemów fi-
nansowych w Krajach Europy Wschodniej’ (Banks depend-
ent on foreign financial institutions – selected aspects of fi-
nancial systems stability in the East European countries), 
Office of the Polish Financial Supervision Authority, Warsaw, 
2011. 



P O L I S H  B A N K S  

 

8 The Vienna Institute Monthly Report 2011/12 
 

changes in the control over banks to contribute to 

an increase of risk. One of the thrusts of the actions 

taken in this respect should be aimed towards in-

creasing the share of banks controlled and man-

aged locally. 

Dispersed shareholding as a remedy 

What exactly can be done? It is worth considering 

the dispersed shareholding model without a strate-

gic investor which was adopted by OTP, a Hungar-

ian bank, roughly a dozen years ago. In 1995, this 

national Hungarian savings and commercial bank 

had been privatized in a way which created dis-

persed shareholding, making a takeover by a stra-

tegic investor impossible. The majority of shares 

were sold to portfolio investors. 

 

Initially, the bank was protected against a potential 

takeover by special rights granted to the Treasury 

(‘golden share’) and provisions of the articles of 

association limiting the maximum share in the capi-

tal and votes held by an individual investor to no 

more than 10% for Hungarian investors and no 

more than 5% for foreign investors. At present, the 

Treasury holds no significant share. The articles of 

association limit the right of one investor by allow-

ing him or her to exercise a maximum of 25% of 

votes at the annual general meeting (or 33% of 

votes in the case when another investor controls 

more than 10% of votes). 

 

Since its privatization, OTP has remained inde-

pendent - not controlled by any foreign institution, 

despite the fact that the majority of its shares are 

held by international portfolio investors. The bank is 

managed by Hungarian managers, while the deci-

sion-making centre is located in the bank’s head-

quarters in Budapest. Over the years the bank has 

expanded abroad and currently owns eight sub-

sidiary banks in the region. 

 

OTP has also had tough moments in its history, for 

example a serious liquidity threat at the peak of the 

global financial crisis after the collapse of Lehman 

Brothers in 2008. But the shares of OTP have been 

ranked among the favourites of portfolio investors 

in Central and Eastern Europe. It needs to be em-

phasized that there is no perfect ownership struc-

ture model which alone could guarantee effective 

operation, safety and success. In order to ensure 

stability, it is important that the banks controlled 

locally have adequate capitalization, a competent 

management, and are subject to effective state 

supervision. 

Risk of subordination to the State Treasury  

While supporting ownership changes aimed at 

increasing the share of banks controlled locally, 

one should avoid seemingly easy solutions which, 

instead of reducing the systemic risk in the banking 

sector, have the opposite effect. One should espe-

cially avoid a situation in which the State Treasury 

or its subordinate entities take control over the 

banks. What should also be avoided is an owner-

ship structure model in which the State Treasury, 

while a minority shareholder, controls the institu-

tion, due to the fact that the remaining sharehold-

ings are dispersed. 

 

In a bank controlled by the State Treasury, the fate 

of managers depends on their relations with politi-

cians and on the election calendar. It poses a seri-

ous risk to the efficiency and stability of the finan-

cial institution’s operation as, and in some cases, it 

makes the management prone to meeting political 

expectations. As international experience shows, it 

frequently leads to the weakening or even insol-

vency of an institution.4 

 

Excessive concentration in the banking sector is 

undesirable, keeping in mind the fact that in Europe 

and in the USA there is an ongoing discussion on 

banks that are ‘too big to fail’ and pose a serious 

systemic risk. Regulators should not allow for a 

situation where the largest banks increase their 

market share by way of taking over their competi-

tors. 

                                              
4  Wojciech Kwaśniak, ‘Państwo w bankach – sądy wzajemnie 

sprzeczne’ (State in banks – judgements mutually 
contradictory), obserwatorfinansowy.pl, 6 October 2010. 
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Stable shareholding without a strategic inves-
tor is possible  

Over the past ten years, a strong segment of do-

mestic institutional investors has emerged, with 

the pension funds playing a leading role.  These 

investors are gaining increasingly more experience 

in exercising corporate governance. This can cre-

ate favourable conditions for a stable shareholding 

structure without strategic investors in large banks. 

 

To ensure stability and prevent a foreign institution 

from taking over a Polish bank, provisions in arti-

cles of association should limit the maximum num-

ber of votes of one shareholder (or a group of con-

nected shareholders) to 10% of votes in the Gen-

eral Shareholders Meeting. Alternatively, the regu-

lators may block acquisition of more than 10% of 

shares by any single shareholder. 

Reviewing investors’ commitments  

A systematic review of the commitments made by 

foreign investors at the time of taking over the ma-

jority stakes in domestic banks should be carried 

out. Strategic investors who do not fulfil their com-

mitments, or have ceased to guarantee stable op-

erations of their Polish subsidiary and thus break 

the conditions, under which they acquired the ma-

jority stakes, should be asked to withdraw from the 

role of strategic investor. 

 

Strategic investors who intend to sell their local 

banks should be warned that the Polish regulators 

will object to sell-out to foreign banking groups 

facing a rating downgrade, or coming from coun-

tries facing the risk of such a downgrade. 

Institutional cooperation is necessary  

The proposed actions require an agreement and 

cooperation between the Polish Financial Supervi-

sion Authority (KNF), the National Bank of Poland 

(NBP) and the government.  

 

There are various possible ways of transforming a 

bank controlled by a foreign financial institution into 

a bank controlled locally. 

For example: 

• The existing strategic investor may sell shares 

held through a stock exchange in such a way 

that a single investor does not hold more than 

10% of shares. 

• The majority stake may be purchased by an 

investor who guarantees the transformation of 

the bank taken over into a stable bank con-

trolled locally through, among other things, the 

introduction into the by-laws of the bank of a 

provision limiting the maximum number of votes 

of one shareholder (or a group of linked share-

holders) to 10% of votes at the General Meet-

ing. The investor transforming the bank into a 

bank controlled locally may be exempt from this 

restriction for a specified period of time. The 

NBP may facilitate the transformation of the 

bank controlled by a foreign financial institution 

into a bank controlled locally by providing help 

in solving the problem of financing in the case of 

withdrawing loans by the outgoing strategic in-

vestor. 

 

Potential investors transforming the bank controlled 

by a foreign financial institution into a bank con-

trolled locally may be, for example: 

• a local private bank; 

• a bank controlled by the State Treasury with 

credible and professional management, whose 

ownership structure upon acquisition and in-

creased capital will be transformed according to 

the OTP model; 

• a non-financial investor, e.g. a private equity 

fund, which will lead the consortium of institu-

tional investors. 

 

The purpose of the regulators’ policy should not be 

to eliminate the banks dependent on foreign bank-

ing groups, but to reduce their share in the banking 

sector’s assets to a reasonable level. It would be 

reasonable to gradually reverse the existing struc-

ture in which banks dependent on foreign financial 

institutions hold around two-thirds of assets of the 

sector, while the share of banks controlled locally 

accounts account for only one third.  Obviously this 

ratio should serve as a guideline rather than be set 

in stone. 
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The state has a strong mandate to act  

The arguments presented here regarding the regu-

lators may raise doubts. The following question 

begs to be asked: What is the mandate of regula-

tors to interfere in such a decisive way in the struc-

ture of the banking sector? How can such actions 

be reconciled with the rules governing the opera-

tion of the European Union? 

 

This is the answer: The contemporary banking 

sector uses support in the form of public guaran-

tees of security: 

• the institution of a central bank guarantees 

banks access to emergency financial liquidity; 

• the state system of guaranteeing deposits pro-

tects banks against outbreaks of panic; 

• the policy of developed countries does not allow 

for a collapse of banks deemed ‘systemically 

important’. 

 

Without such public guarantees of security, the 

banking system would not have been able to 

achieve its contemporary size and to operate under 

the current capital to assets ratios. In the 19th cen-

tury in the USA, when there was no such public 

support for banks, the capital to assets ratio in 

banks accounted for approximately 40%. At pre-

sent, in large European banks this relation is 

10-20 times lower and sometimes accounts for less 

than 2%. Basel III provides for the introduction of a 

minimum ratio of capital to assets at 3%. 

 

The banks operating in Poland, including those 

dependent on foreign banking groups, collect de-

posits which are insured by the Bank Guarantee 

Fund (BGF) and the Polish taxpayers are liable for 

their repayment. At the same time, foreign parent 

banks do not guarantee repayment of deposits held 

in subsidiary banks. A senior Polish supervisor, 

Wojciech Kwaśniak, wrote in 2007: ‘In recent 

years, Polish banking supervision has asked all 

banks owned by international investors: whether 

under the regulations in the home country of the 

dominant entity, the dominant entity guarantees the 

deposits made at the bank, whether under a signed 

agreement with the subsidiary bank, the dominant 

entity undertook to extend such a guarantee or 

whether under a unilateral declaration, the domi-

nant entity undertook to extend such a guarantee? 

The answers received from all banks, both from the 

EU and from outside the EU, were negative.’5 

 

Mr. Kwaśniak also points to the fact that the reputa-

tion does not provide certainty that the dominant 

bank will, under emergency, give full support to its 

subsidiary.  This was evidenced by the abandon-

ment in 2002 by German Bayerische Landesbank 

of its subsidiary bank in Croatia (Rijecka Banka). 

Mr. Kwaśniak stresses that within the European 

Union member states independently incur fiscal 

costs of interventions made to rescue the banks at 

risk. 

 

Formal and informal state guarantees for the bank-

ing sector are not illusory. Over the past several 

dozen years the taxpayers of many countries, in-

cluding the most developed ones, have repeatedly 

incurred significant costs of banks’ rescues. Ireland 

is the best example. As a result of the banking crisis 

that began in 2008, the relation of public debt to 

GDP in Ireland rose from 25% in 2007 to 95% in 

2010 and the country was on the verge of bank-

ruptcy (the direct costs of banks’ recapitalization 

totalled 36% of GDP). 

 

Taking into account the importance of efficiency of 

the banking system to the economy and the fiscal 

risk resulting from the state’s implicit guarantee for 

the stability of banks, it is obvious that the public 

authorities may and should take action to shape 

the structure of the banking sector with the objec-

tive of assuring the banking sector’s capability of 

financing the economy while limiting the fiscal risk. 

 

Let me end by quoting the expression used by 

Stanislaw Kluza, former chairman of the Polish 

Financial Supervision Authority: ‘Banks in Poland 

have to be domesticated.’ 

 

 

                                              
5  Woiciech Kwaśniak, ‘Nadzór nad integrującym się rynkiem 

europejskim’ (Supervision over the European market 
undergoing integration), 2007. 


