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I. Introduction

The savings banks’ distribution of earnings among their public owners
is strongly regulated by law. By this means it should be ensured that sav-
ings banks accumulate enough money to expand their business and can
fulfil regulatory capital requirements even in future years. Each federal
state within Germany sets its own rules regarding the maximum payouts
that savings banks may distribute among their public owners, i. e. the mu-
nicipalities and districts. These rules depend on some financial ratios
measuring the savings banks’ capitalisation. Well capitalised savings
banks according to these ratios are not forced to pay off earnings, but are
free to distribute a sum between zero and the maximum amount allowed
by law. At any rate, the level of payouts should be consistent with the in-
dividual financial situation of the savings bank.1 As a consequence, it is
expected that internal factors like profitability or capitalisation help ex-
plain the savings banks’ payout decision within these legal boundaries.

Nevertheless, there may be some conflicting interests. Savings banks
are expected to distribute profits reluctantly, since they heavily rely on
retained profits to fund their desired business growth. Local authorities,
however, are in need of these money transfers, since they are highly in-
debted and lack financial means. Therefore, the financial situation of the
local authorities may be another potential determinant influencing the
savings banks’ payout decision. According to the federal laws, the local
authorities may have some influence on the savings banks’ payouts. The
decision whether or to what extent the savings bank will distribute prof-
its is usually made (except for the federal state of North-Rhine-Westpha-
lia) by the board of directors (Verwaltungsrat), which represents the link
between the savings banks’ managers and the local authorities. Due to
the special public ownership of German savings banks, usually two
thirds of the members of the Verwaltungsrat are elected by the relevant
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1 See e.g. § 24 para. 1 of the savings banks’ law of Lower Saxony.
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local authorities (municipalities and districts), whereas the other mem-
bers usually are employees of the savings bank.2 Furthermore, the presi-
dent of the Verwaltungsrat usually is the head of the local authority in
which the savings bank is headquartered. Therefore, it is not implausible
that the interests of the local authorities could influence the savings
banks’ payout decision.3 Sapienza (2004), for instance, found some evi-
dence for a politically motivated behaviour of state-owned banks in Italy.
Her results suggest that the interest rates charged by the state-owned
banks are significantly lower the stronger the political party in the area
where the firm is borrowing.

In this study we investigate the determinants of the German savings
banks’ payout decision in more detail. Section II refers to the testable
hypotheses. Section III presents the data used for the empirical analysis
and Section IV introduces the model to validate the hypotheses. Sec-
tion V presents the results, Section VI adds some further robustness
checks and Section VII concludes the analysis.

II. Hypotheses

According to the laws by the federal states, the savings banks’ payout
should be “reasonable” and should reflect the current profitability, as
well as the financial situation and the risk situation of the bank. In fact,
a higher profitability may increase the financial scope of the savings
bank, since it may provide excess profits after retaining enough profits
for future business growth. Finally, the high relevance of profitability
would also be in line with the findings from a large number of papers
ranging from Lintner (1956) to more recent papers e. g. by Da Silva et al.
(2002), which examine the dividend behaviour of non-financial corpora-
tions.

Proposition 1: The higher the profitability, the more likely the savings
bank will distribute profits or increase its payout level.

Furthermore, savings banks with a high capital-to-asset ratio and a
low level of portfolio risk might be less reliant on retained earnings in
order to increase their (regulatory) capital ratio, since it is less likely for
them to fall below the minimum of regulatory capital. Therefore, we ex-
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2 See Püttner (2003) for a detailed survey of the German savings banks’ laws by
the federal states.

3 See Neuberger/Schindler (2001).
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pect that better capitalised savings banks are more willing to distribute
profits.

Proposition 2: The higher (lower) the savings bank’s capital ratio (port-
folio risk), the more likely the bank will distribute profits or increase
its payout level.

According to Nippel (2000), however, the payout decision may also be
influenced by their owners, the local authorities, who are potentially
able to act for their own interests. This hypothesis would be in line with
the literature on joint-stock companies that found that large share-
holders do influence dividend decisions.4 Mauerer (1999) argues that the
local authorities put pressure on savings banks to increase payouts.
Therefore, the payout decision may also be driven by factors that do not
refer to the situation of the individual bank, but could reflect the interest
of the local authority. Distributed profits of the savings banks being as
high as possible thus could be desired especially by local authorities in
financial difficulties.5

Proposition 3: The worse the financial situation of the local authorities,
the more likely the savings bank will distribute profits or increase its
payout level.

However, we cannot clearly differentiate, whether this potential rela-
tionship is driven by the local authorities or the savings bank itself. On
the one hand, it is possible that the local authorities push for high pay-
outs, on the other hand the savings bank may voluntarily distribute
(more) profits if the local authority is highly indebted according to the
clientele phenomenon.6 In order to measure the direction of causation,
the amount of debt lent to the related local authority may help. It could
denote the strength of the relationship between the savings bank and the
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4 See e.g. Perez-Gonzales (2002).
5 The distributions of profits are potentially only a part of the benefits granted

to the local authorities, as the savings banks basically are also allowed to give do-
nations to them. However, information about the donations to the local authorities
is not available and thus could not be taken into account.

6 There may exist a modified clientele effect. The original clientele effect sug-
gested by Modigliani/Miller (1961) and Lewellen et al. (1978) and empirically con-
firmed by Elton/Gruber (1970) and Borges (2002) claims that investors are at-
tracted to different company (dividend) policies. However, the original clientele ef-
fect is not applicable to savings banks, since they cannot attract a desired
clientele by choosing a certain payout ratio, but are tied to a specific clientele (lo-
cal authority). Nevertheless, savings banks may follow the payout preferences of
the clientele and, for instance, distribute more profits if the local authority is in a
difficult financial situation.
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local authority. On the one hand, the pressure to distribute (more) profits
might increase with a stronger lending to the local authority, since the
relationship between both institutions is closer. On the other hand, the
lending to the local authorities might be regarded as a substitute for pay-
outs, if the interest rates claimed from the local authorities were favour-
able to them. Therefore, both a positive and negative impact on the pay-
out behaviour would be plausible.

III. Data

In order to examine the payout behaviour of German savings banks in
detail, we use balance sheet information and income statements provided
by the private dataset provider Hoppenstedt. Since this dataset does only
include about 70 percent of all German savings banks and is biased to-
wards larger savings banks, we supplemented the dataset manually with
the help of individual balance sheet and profit and loss account informa-
tion which have to be disclosed in the Bundesanzeiger. We merged this
dataset with information about the financial situation of the German
municipalities and districts. The data for the German municipalities was
manually compiled from the statistical yearbooks of German municipali-
ties, whereas the data for the German districts was provided electroni-
cally by the Federal Statistical Office.7

We explicitly took account of the three different types of German sav-
ings banks. There are savings banks related to the local municipality
(Stadtsparkasse), savings banks related to the district (Kreissparkasse)
and finally savings banks related to an alliance of both municipalities
and districts (Zweckverbandssparkasse). In the end of 2003, about every
second German savings bank already belonged to the latter type due to
mergers between Stadtsparkassen and Kreissparkassen, whereas Stadt-
and Kreissparkassen each accounted for a quarter of all savings banks.
According to these various types of savings banks, we consequently
matched Stadtsparkassen with the financial data for the relevant muni-
cipality, Kreissparkassen with the data for the relevant district and

42 Volker Kleff and Martin Weber

7 However, some few savings banks could not be considered in the analysis,
since their related municipalities were too small and no data was available. We
started our analysis with the year 1995, since some definitions of variables regard-
ing the financial situation of the districts had basically changed in 1995. The
income of the districts was partly not adjusted before 1995 and therefore do not
allow a comparison of the data before and after 1995. Furthermore the data was
incomplete for several years before 1995.
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Zweckverbandssparkassen with the data for the relevant alliance of both
municipalities and districts. In the latter cases, we used the mean values8

of both the relevant municipalities and the relevant districts.

As the payout level is concerned, German savings banks have to ob-
serve legal restrictions, which take into account that savings banks rely
heavily on retained profits in order to finance their business growth. De-
pendent on the federal state in which the savings bank is headquartered,
the maximum payout ratio depends on different financial ratios. In the
federal states of Baden-Wuerttemberg, Hesse, Lower Saxony, and Schles-
wig-Holstein the financial ratio is defined as the ratio of reserves divided
by total assets or debt. To be precise, savings banks in Baden-Württem-
berg and Hesse are allowed to distribute earnings if their reserves
amount to four percent of total assets. Those in Schleswig-Holstein
(Lower Saxony) may distribute profits if their reserves amount to three
percent of total assets (total debt). If the minimum payout requirement is
met, the savings banks’ maximum payout in percent of profits is deter-
mined by the exact level of reserves in percent of total assets (total debt).
See Table A2 in the appendix for details.

In other federal states the maximum distribution of profits is deter-
mined by risk-weighted assets and the level of regulatory capital. Unfor-
tunately, the latter information is rarely made public. Since even any ap-
proximation proved to be too rough, it remains unclear, whether and to
what extent savings banks in these federal states are allowed to distri-
bute profits or not.9 Due to the fact that we could not model the savings
banks’ decision to distribute earnings in these federal states, we focused
our analysis on the former federal states of Baden-Wuerttemberg, Hesse,
Lower Saxony, and Schleswig-Holstein, which roughly comprise a third
of all German savings banks. This restriction on four federal states, how-
ever, is no severe limitation of the analysis. In most other federal states,
hardly any savings banks actually distributed profits.

Since we intend to measure, which factors drive the savings banks’ de-
cision to distribute profits, we restricted our sample to these banks,
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8 We also experimented with another calculation and took the data of the rele-
vant local authority only, which is in the worse financial situation, since this local
authority may be of especially high relevance for the payout decision of the sav-
ings bank. However, we obtained very similar results.

9 The exact calculation of risk-weighted assets and regulatory capital requires
information that is not available in the annual accounts. Therefore, we could not
clearly differentiate between savings banks which fulfil the legal requirements in
order to distribute profits and those, which do not.
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which are in fact legally allowed to do so, and disregarded those banks,
which do not fulfil the legal minimum requirement for payouts. The re-
maining savings banks in our final sample are these, which may freely
decide to distribute profits or not and if, to distribute profits up to the
regulatory maximum. Table 1 shows the number of all savings banks in
our sample, the number of savings banks which are allowed to distribute
profits and finally these banks which actually do so. Since the laws in
the various federal states differ considerably, we consciously differentiate
between the four federal states in detail.

A more detailed analysis reveals that the payout opportunities by law
strongly depend on the particular federal state. According to Table 1,
only about 12 and 32 percent of all savings banks, respectively, were al-
lowed to distribute profits in Baden-Wuerttemberg and Hesse, whereas
in Lower Saxony or Schleswig-Holstein nearly every savings bank was
allowed to distribute profits in the time period from 1995 to 2001. More
rigorous legal limitations in Hesse and particularly Baden-Wuerttemberg
are partly responsible for that. However, the different number of savings
banks being allowed to distribute profits is also due to different capital
endowments. If the rigorous legal requirements of Baden-Wuerttemberg
had been applied to savings banks in Lower Saxony, only about thirty
banks as contrasted to more than fifty would have been allowed to dis-
tribute profits.

Table 1 indicates that on average about every fourth savings bank that
was allowed to distribute profits actually did so. But there are some dif-
ferences in the savings banks’ reluctance to distribute profits. While in
Schleswig-Holstein only 15 percent of all potentially paying savings
banks in fact distributed profits, the fraction was somewhat higher in
Baden-Wuerttemberg (20 percent) and Lower Saxony (23 percent), and
particularly high in Hesse (49 percent).

Irrespective of the particular federal state law, there seems to be a
trend that over the years, savings banks have become more and more re-
luctant to distribute profits.10 This could be due to the decreasing in-
debtedness of the local authorities in these federal states.11 Table 1 also

44 Volker Kleff and Martin Weber

10 Interestingly, this result corresponds to the findings of other papers focusing
on non-financial firms (see e.g. Fama/French (2001) or Baker/Wurgler (2002)),
although a supposed linkage with the stock market as found by these studies is
implausible in case of savings banks.

11 See Statistisches Bundesamt (2004) Schulden der öffentlichen Haushalte
2004, Fachserie 14, Reihe 5.
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indicates that the number of distributing savings banks varied somewhat
over time, but that savings banks generally maintained their payout de-
cision at least over several years. This result is in line with Gugler
(2003), who found that state-controlled firms engage in dividend smooth-
ing, while family-controlled firms do not.

IV. Methodology and Variables

Since most savings banks do not distribute profits to the local authori-
ties according to Table 1, a Logit model might be appropriate to explain
the savings banks’ payout decision. In the Logit model, the dependent
variable equals one if profits are distributed in the relevant year and
zero otherwise. Following Kim/Maddala (1992), however, we concen-
trated on Tobit models, which also take account of the difference be-
tween zero and continuous observations. Since Tobit models explicitly
make use of the information, whether also the non-zero level of payouts
is influenced by the explanatory variables, the Tobit model is expected to
be more appropriate than the Logit model here.12 In case of the Tobit
model, we had to define a payout ratio as dependent variable. We con-
structed a variable that measures the savings bank’s freedom of choice
regarding the determination of the payout level. The payout ratio is de-
fined as the actual level of distributed profits divided by the maximum
level that could be distributed by law. Consequently, it equals zero, if the
saving bank does not distribute at all, but would be allowed to, and
equals one, if the savings bank totally exhausts its legal possibilities and
pays as much money as allowed to the local authorities. Alternatively, we
measured the payout behaviour more conventionally by dividing the ac-
tual level of payout by total assets and the net income, respectively, and
obtained similar results (not presented here).

In order to examine, whether the financial situation of the local author-
ities influences the savings banks’ decision to distribute profits, the ex-
planatory variables do not only contain internal factors of the savings
banks, which control for the savings banks’ financial situation, but ex-
ternal factors as well, which characterise the financial situation of the
local authorities.

46 Volker Kleff and Martin Weber

12 The assumption of normally distributed residuals by the Tobit model might
be problematic. However, conditional moment tests could not refute the assump-
tion and thus confirm the suitability of the Tobit model in most cases.
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The external factors comprise INC, PEXP and DEBTS. Net income
(INC) is defined as the balance of the total income and total expenses of
the local authority’s budget (Verwaltungshaushalt) per inhabitant of the
town and/or district. According to Proposition 3, we expect that the
higher the (positive) balance, the less the local authority is forced to look
for some alternative financial sources and to push through payouts. An-
other reason is that since the local authorities’ net income is highly vola-
tile, they might pursuit to smooth it by transfers from the related savings
bank. This expectation would also be in line with the tax-smoothing hy-
pothesis by Barro (1979). The second factor, personnel expenses (PEXP),
is defined as a single constituent of total expenses, the sum of personnel
expenses, which is divided by the number of inhabitants of the munici-
pality and/or district.13 We assume that the higher the ratio, the smaller
is the financial scope of the local authority and the higher the pressure
to obtain other funding sources. Third, we examine the indebtedness
(DEBTS) as a determinant of the savings bank’s payout behaviour. In-
debtedness is defined as the ratio of total debts of the local authority di-
vided by the number of inhabitants of the municipality and/or district.
We expect that particularly savings banks related to highly indebted lo-
cal authorities distribute profits.

ROA, CAP, RISK, CAP_RISK, LA-LOANS and SIZE represent the in-
ternal factors. ROA is the return on assets defined as the net income of
the individual savings bank divided by total assets. It is a proxy indicat-
ing the bank’s current profitability and is assumed to be positively re-
lated to the payout ratio according to Proposition 1. CAP is the bank’s
capital ratio defined as the book value of the bank’s reserves divided by
total assets. It measures the capitalisation of the savings bank and is ex-
pected to positively influence the payout decision (see Proposition 2).
The variable RISK is a proxy for the savings bank’s portfolio risk and is
defined as the sum of risk weighted assets, i. e. shares and other non-
fixed-income securities, equity participations, and loans to customers,
divided by total assets. Loans to local authorities are weighted with zero
percent and loans backed by mortgages with 50 percent. At large, the
loans to customers is the most important factor determining the savings
bank’s portfolio risk. CAP_RISK brings together both CAP and RISK
and is defined as the savings bank’s capital divided by risk weighted as-
sets. It is used as a proxy for the regulatory capital ratio. LA-LOANS re-
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13 We alternatively defined PEXP as the sum of personnel expenses divided by
the total income of the local authorities. However, the conclusions remain the same.
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fers to the loans granted to the local authorities. It is defined as the sum
of the savings bank’s loans to the related local authority divided by total
assets and should measure the strength of the relationship between both
institutions. SIZE, finally, is the logarithm of total assets and should
control for size effects. Larger savings banks, for example, might be fi-
nancially more flexible and could rather distribute profits than smaller
banks. Barclay et al. (1995), for instance, found a strong effect of size on
the payout decision of US corporations. Finally, the type of savings bank
might have an influence on the savings bank’s payout decision due to in-
stitutional differences in their local authorities. To control for these dif-
ferent types of savings banks, we added the dummy variables TOWN and
DISTRICT to the model, characterising Stadtsparkassen and Kreisspar-
kassen, respectively. All these internal variables are regarded as exogen-
ous. The potential backward effect of the payout decision on profitabil-
ity, the capital ratio, and size was considered negligible.

Both internal and external factors, which potentially determine the
savings bank’s payout decision, refer to the end-of-December of each
year. These figures are supposed to form the basis for the payout decision
by the Verwaltungsrat. Usually the Verwaltungsrat decides in spring or
summer of the following year, when these internal and external figures
already have become public.

Table 2 presents some descriptive statistics regarding the various inter-
nal and external factors over time and differentiates between distribut-
ing and non-distributing savings banks. In line with Proposition 1 we
find that distributing savings banks are actually more profitable than
non-distributing savings banks. Two-sample Wilcoxon rank-sum tests,
non-parametric alternatives to the two-sample t-test, indicate that ROA
but also SIZE are significantly higher for distributing savings banks.
With regard to external factors the results also suggest that distributing
savings banks are related to local authorities, which are indebted to a
stronger extent. Therefore, we obtain first evidence that the financial si-
tuation of the local authority has some effect on the savings bank’s deci-
sion to distribute profits (see Proposition 3).

V. Results

Table 3 presents the regression results of the Tobit model. In the ap-
pendix, we also present the results of the Logit model, which confirm the
results of the Tobit model. We both state the coefficients and the mar-

48 Volker Kleff and Martin Weber
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ginal effects for each explanatory variable. The coefficients indicate the
effects of the explanatory variables on the unobservable latent variable
(payout willingness), whereas the marginal effects, calculated for mean
values of the explanatory variables, indicate the effect on the observable
variable (real payout). In other words, the marginal effect in the Tobit
model represents the change in distributed profits due to a unit change
in the relevant explanatory variable. In the Logit model, the marginal ef-
fect describes the change in the probability of distributing profits due to
a unit change in the relevant explanatory variable.

Model specification 1 comprises the whole set of explanatory variables.
CAP_RISK, however, was deliberately omitted due to a high collinearity
with both CAP and RISK. Model specification 2, in turn, focuses on
CAP_RISK and disregards both the variables CAP and RISK. Finally,
specification 3 only comprises internal factors, whereas specification 4
only considers external factors.

We find that both internal and external factors influence the savings
bank’s payout decision. As the LR-test indicates, even exclusively exter-
nal variables do have significant explanatory power with regard to the de-
pendent variable. Among the internal determinants profitability, portfolio
risk, and size are most important. They also remain highly significant
when modifying the specification according to model 2 and 3. The striking
large coefficient of ROA is particularly due to the small level of ROA com-
pared to other explanatory variables. The positive sign of the profitability
measure indicates that savings banks being more profitable are actually
less reluctant to distribute profits (see Proposition 1). Therefore, we ob-
tain evidence that highly profitable savings banks, ceteris paribus, are
less reliant on retained earnings to boost business growth than less profit-
able banks. The savings bank’s capital endowment CAP is of no signifi-
cant importance for the payout decision. However, both portfolio risk
(RISK) and the proxy for regulatory capital (CAP_RISK) do have a signif-
icant effect on payouts, indicating that the Basel regulatory capital re-
quirements in fact influence the banks’ payout decisions. In line with Pro-
position 2, we obtain the result that savings banks with higher portfolio
risk are more reluctant to distribute profits than other banks. Further-
more, we find that size is another important variable explaining the pay-
out decision. The positive relationship indicates that particularly larger
savings banks distribute profits. The reason for that finding might be the
fact that these banks are financially more flexible. Alternatively, they
might be more exposed to the public and therefore could feel more respon-
sible for public affairs and thus for the local authorities.
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The loans to local authorities do not have a significant impact on the
savings banks’ payout decision. Only the Logit results in Table A1
provide some meagre evidence of a negative relationship, suggesting
that loans to the local authorities might be a substitute for distributed
profits. Such a substitutive relationship might hold, since loans to the
local authorities usually are priced very favourably for the local autho-
rities. Finally, the results of the Tobit model suggest that Stadtsparkas-
sen are somewhat more reluctant to distribute profits than other savings
banks.

Besides these internal factors, external determinants influence the sav-
ings banks’ payout decision.14 First of all, we see that the indebtedness
of the local authorities (DEBTS) helps to explain the payout decision.
The significant and positive relationship between the local authorities’
debts and the savings banks’ payouts signals that profits are preferably
paid to highly indebted local authorities. These findings confirm our
Proposition 3. We also obtain evidence that the financial scope of the lo-
cal authorities, measured by the personnel expenses per inhabitant
(PEXP), has strong explanatory power. We observe that the higher the
personnel expenses per inhabitant, i. e. the smaller the financial scope of
the local authority, the more likely is the related savings bank to distri-
bute profits.

In contrast, the local authority’s net income seems to be of less impor-
tance for the savings bank’s payout decision. We find only meagre evi-
dence of a negative relationship between net income (INC) and the pay-
out ratio. Consequently, the result suggests that local authorities try to
smooth their volatile net income.

Table A1 in the appendix presents the results for the correspondent
Logit model. Although the coefficients differ from these of the Tobit
model to some extent, the findings are very similar and thus confirm our
conclusions. Also the Logit model provides support for Propositions 1, 2,
and 3. However, we obtain less strong evidence in favour of Proposi-
tion 2. On the one hand, portfolio risk has a significant and negative im-
pact on the payout decision as expected, on the other hand results sug-
gest that capital to risk-weighted assets does not influence the payout le-
vel. Again, these results remain robust when modifying the specification
by omitting variables according to specifications (2) to (4).

Aspects of Payout Policy of German Savings Banks 51

14 The external factors are divided by 1.000 in order to increase the coefficients
in the regression so that they reach a presentable size. The interpretation of the
results is not influenced by this procedure.
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VI. Further Robustness Checks

As a first robustness check we examine each year of the observation
period separately in order to detect potential divergent relationships over
time. Table 4 shows the results from the Tobit model for the individual
years 1995 to 2001. Due to the small number of observations in each
year, we confined to a little more parsimonious specification and ex-
cluded PEXP from the analysis here. The results confirm our previous
findings: Besides the internal factors (profitability, portfolio risk, and
size) also an external factor, the indebtedness of the local authority, helps
to explain the payout level of the savings banks.

Beyond, we find that these results are quite robust over time. However,
the explanatory power of the model tends to become smaller in the end
of the observation period due to the low remaining number of savings
banks distributing profits.

Finally, we analyse potential differences between the different types of
savings banks. Savings banks related to an alliance of both towns and
districts, for instance, might be influenced by the alliance less easily
than savings banks related to a single district or town. In order to ac-
complish their aims the relevant local authorities of the alliance would
have to arrange coalitions of interests first, which are difficult to consti-
tute and maintain.

Table 5 summarises the results. Not surprisingly, we find that profit-
ability is very relevant for the payout decision of all groups of savings
banks (See Proposition 1). Savings banks related to municipalities
(towns) or districts particularly consider risk-weighted assets to total
assets (RISK) when determining the level of payout, whereas savings
banks related to an alliance of both towns and districts rather take ac-
count of the capital-to-assets ratio (CAP). The results suggest that sav-
ings banks with a higher regulatory capital ratio tend to be more willing
to distribute profits (See Proposition 2). Size significantly affects the
payout decision at least in case of savings banks related to districts and
savings banks related to an alliance of both towns and districts. As sav-
ings banks related to towns are concerned, the size effect is insignifi-
cant. They differ even in another respect. Loans to the local authorities
are irrelevant for the bank’s payout decision, whereas they have a sig-
nificant and positive effect on the level of payouts for other savings
banks. The rather small number of observations of savings banks related
to towns may provide too little power for significant results.
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As the external factors are concerned, we find some evidence for our
assumption that the external factors are less relevant for savings banks
related to an alliance of both towns and districts. Whereas the indebted-
ness of the local authorities is highly significant for the payout decision
of savings banks related to districts and the personnel expenses per in-
habitant are very relevant for savings banks related to towns,15 we find
no evidence that these variables are important determinants for savings
banks related to an alliance of both towns and districts as well. We only
find some meagre evidence that the local authority’s net income might
have some influence on the savings bank’s payout decision. This finding
supports our assumption that the local authorities will try to influence
the savings banks payout decision if they can. Two different model speci-
fications are presented in Table 5 as another robustness check. In case of
model specification 1, the Zweckverbandssparkassen are assigned to the
arithmetic mean of the financial data of the relevant towns and districts.
In case of model specification 2, the Zweckverbandssparkassen are ex-
clusively assigned to the financial data of the single relevant local
authority, whose financial situation is comparatively worst. Since both
specifications show similar results, the results prove robust.

Finally, we also utilised alternative definitions of the dependent vari-
able as a robustness check. On the one hand, we defined the dependent
variable as the level of payout divided by the net income of the savings
banks. On the other hand, we defined the payout ratio as the payout le-
vel divided by total assets. In both cases, however, the findings are very
similar to those obtained above.

VII. Conclusions

According to the federal laws in Germany, the savings banks’ maxi-
mum payouts allowed by law depend on some financial ratios measuring
the banks’ capitalisation. These laws shall ensure that savings banks ac-
cumulate enough money to expand their business and can fulfil regula-
tory capital requirements even in future years. In line with the federal
laws, our analysis of savings banks in Hesse, Schleswig-Holstein, Lower
Saxony, and Baden-Wuerttemberg indicates that profitability has a posi-
tive and that portfolio risk has a negative effect on the savings banks’

58 Volker Kleff and Martin Weber

15 If PEXP is excluded from the regression, we find that DEBTS is significant
and positive in case of savings banks related to towns as well.
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payout decision. Furthermore, the results also suggest that larger savings
banks are more capable to distribute profits.

Given that the beneficiaries of the payouts, the municipalities and dis-
tricts, are seriously indebted, it could be argued that the relevant local
authorities might stick up for payouts being as high as possible and in-
fluence the banks’ payouts. Indeed, we observe that the distribution of
profits is not only affected by internal factors related to the individual
savings bank, but also by external factors related to the local authorities.
The results indicate that the worse the financial situation of the related
local authority, the more likely the savings bank is to distribute profits
and to increase payouts, respectively. More specifically, we find that both
the indebtedness and the personnel expenses per inhabitant do have a
significant and positive impact on the payout decision. Furthermore, we
obtain some meagre evidence that local authorities try to smooth their
net income with the help of the payouts from the savings banks. Interest-
ingly, the local authorities’ indebtedness and personnel expenses do not
play a significant role in case of savings banks being related to an alli-
ance of both municipalities and districts. These savings banks are ex-
pected to be less influenced by the individual municipalities and districts
of the alliance, since it would be more difficult for the local authorities
to constitute and maintain a coalition of interests.

In total, the results suggest that, similar to the literature on joint-stock
companies that found that large shareholders do influence dividend deci-
sions, there is a significant influence of the local authorities on the pay-
out decision of German savings banks. However, we also find some hints
that savings banks might voluntarily determine their payout level ac-
cording to the financial situation of the relevant local authority. Since
the overall payout level of the savings banks is quite low and only a few
savings banks actually distribute profits, the extent of the local authori-
ties’ impact is economically limited. At least, there seems to be no me-
nace for the savings banks’ funding.

Finally it remains to be considered that the above conclusions are
drawn on the basis of savings banks in Schleswig-Holstein, Lower Sax-
ony, Hesse, and Baden-Wuerttemberg only due to data restrictions. Any
generalisation for all German savings banks thus has to be made with
due care. It remains up to future research to extend the research to all
German savings banks.
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Summary

Aspects of Payout Policy of German Savings Banks

The German savings banks’ distribution of profits among their public owners
(i. e. municipalities and districts) requires that legal criteria are met ensuring the
banks’ adequate funding via retained profits. In line with the legal framework, our
analysis of savings banks in four federal states confirms that profitability and port-
folio risk are important determinants of the savings banks’ payout decision. Heav-
ily indebted municipalities and districts, however, might have a strong interest in
the savings banks’ payouts to mitigate their financial distress. In fact, we find that
the payout decision is also influenced by the public owners’ interest. (G21)

Zusammenfassung

Aspekte der Ausschüttungspolitik deutscher Sparkassen

Die Ausschüttungen der deutschen Sparkassen an ihre Gewährträger (Städte
und Kreise) werden streng gesetzlich reguliert, um eine angemessene Refinanzie-
rung der Sparkassen über einbehaltene Gewinne zu gewährleisten. Unsere Unter-
suchung der deutschen Sparkassen in vier Bundesländern bestätigt, dass entspre-
chend den gesetzlichen Vorgaben die Profitabilität und das Portfoliorisiko der
Sparkassen wichtige Bestimmungsgrößen der Ausschüttungsentscheidung sind.
Stark verschuldete Gewährträger könnten darüber hinaus ein großes Interesse an
den Ausschüttungen haben, um ihre Finanzsituation zu verbessern. Tatsächlich
finden wir heraus, dass die Ausschüttungsentscheidung auch von den Interessen
der Gewährträger beeinflusst wird.
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Table A2

Maximum Payouts According to Savings Banks Laws (1995–2001)

Country Condition Max. Payout

Baden-Württemberg (Reserves/Total Assets) < 4%
(Reserves/Total Assets) < 7.5%
(Reserves/Total Assets) > 7.5%

0% of annual net profit
25% of annual net profit
50% of annual net profit

Hesse (Reserves/Total Assets) < 4%
(Reserves/Total Assets) < 7.5%
(Reserves/Total Assets) > 7.5%

0% of balance sheet profit
25% of balance sheet profit
50% of balance sheet profit

Lower Saxony (Reserves/Total Debt) < 3%
(Reserves/Total Debt) < 5%
(Reserves/Total Debt) < 7.5%
(Reserves/Total Debt) < 10%
(Reserves/Total Debt) > 10%

0% of balance sheet profit
10% of balance sheet profit
25% of balance sheet profit
50% of balance sheet profit
75% of balance sheet profit

Schleswig Holstein (Reserves/Total Assets) < 3%
(Reserves/Total Assets) < 5%
(Reserves/Total Assets) > 5%

0% of annual net profit
10% of annual net profit
25% of annual net profit

Kredit und Kapital 1/2010

OPEN ACCESS | Licensed under CC BY 4.0 | https://creativecommons.org/about/cclicenses/
DOI https://doi.org/10.3790/kuk.43.1.39 | Generated on 2025-10-31 13:24:07



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Europe ISO Coated FOGRA27)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /DEU ()
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides true
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions true
        /ConvertStrokesToOutlines false
        /ConvertTextToOutlines false
        /GradientResolution 300
        /LineArtTextResolution 1200
        /PresetName <FEFF005B0048006F006800650020004100750066006C00F600730075006E0067005D>
        /PresetSelector /HighResolution
        /RasterVectorBalance 1
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed true
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




