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Abstract
The question of (organizational) legitimacy in markets is seldom more pronounced than in financial
markets. Creating legitimacy and trust between individuals and organizations is acknowledged as one
of the most important problems for the development of financial systems. Economic decisions are, to a
greater or lesser extent, always influenced by uncertainty. Uncertainty exists due to the fact that there
are information asymmetries, as well as a time span manifested by an unpredictable future. Legitimacy
serves to decrease this uncertainty and thus transaction costs.

The legitimacy of and trust in financial actors has been of the greatest importance since the
establishment of the “modern” Swedish financial market in the 1820s. Legitimacy was the basis for
both the recruitment of depositors and borrowers and was also fundamental for risk management and
the establishment of a bank’s business activities. The problems connected with banking in the 19th
century were thus more or less the same as today. Thus, historical knowledge can help us understand
also current risk management problems in banking (Larsson, forthcoming).

The issue to be discussed in the paper is how financial organizations manage to attract savings. The
aim is to describe and analyse how deposit banking was established and how these institutions
developed at the financial market up to World War I. What could we learn from the early savings
institutions? Focus is on savings banks. Main sources are statistics and savings banks archival sources.

The paper shows that deposit banking was introduced and functioned with restrained legislation and
control of the State. However, personal trustworthiness and founders’ networks had their limits in
building and supporting legitimacy. In a growing economy with rapid changes – not least the
integration of larger parts of the economy – the need for the State to support the emerging financial
architecture became apparent. Bank regulations were introduced to secure account holders’ savings
when deposit banking grew in size and the representatives of the bank no longer in person could
guarantee the business.
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Introduction
The purpose of financial intermediaries is to safely administer savings, pay interest on, and keep
money away from consumption, i. e. save. It is of most importance that they are considered being
trustworthy organizations, as they are supposed to take care of household wealth. Financial
intermediaries therefore depend on a good reputation for being stable, well-functioning, and longlasting businesses. It is also of most importance that intermediaries have the ability to diversify and
hence satisfy different saver’s interests. This way they attract capital for the financial sector that
otherwise has the risk to be kept in unproductive assets, i. e. the financial intermediaries secure
liquidity and make capital available for lending.

These intermediaries help households to move wealth over time. As incomes not always are in level
2

with the need of consumption, households have to save for rainy days. Assets are saved in times of
surplus in order to protect the family from decline in income during periods of unemployment, illness,
and old age. Other main saving motives, beside precautionary saving and saving for old age, are target
saving for major purchases and bequest saving. Target saving can be used either as a way to
accumulate savings, if one plan to establish a household or decide to invest in real assets. It is also
important to have money saved if one wants to start a business or decides to give ones children a good
start in life. Bequest saving is supposed to favor heirs.

The issue to be discussed in this paper is how financial organizations manage to attract savings. The
aim is to describe and analyse how deposit banking was established and how these institutions
developed at the financial market up to World War I. What could we learn from the early savings
institutions? How did they build a good reputation? And how did they handle the risks with deposits?
What are the experiences when it comes to legitimacy, trust and risk of deposit banking? This paper is
based on understanding from Swedish deposit banking 1820–1910. Savings banks are especially
interesting to study as they were “market makers on the savings arena". Perhaps even more interesting
is, however, that they also managed to adapt to a changing business environment during
3

industrialization and the financial (r)evolution. How was this development from local embryonic
savings organizations, to modern banks on the financial arena possible?
From being a poor undeveloped country Sweden was industrialized from the middle of the 19th
century, and the economy grew faster than before from the 1870s. During the period 1820–1910,
population more than doubled and real wages doubled twice (Figure 1). Together with an extensive
emigration this led to fast-increasing wages. In 1910, real wages for workers were at approximately
4

the same level in Sweden as in Britain. At the same time, the share of food in workers’ budgets
2
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decreased. It was 65 per cent in the 1840s and the 1850s, and 55 per cent during the period 1881–
5

1900. This is an example of how the economic development led to surplus and better chances to save
among the population.

Figure 1 Index for Swedish population and real wages, 1820–1910, 1910=100
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Sources: Historical Statistics of Sweden. Part I. Population 1720–1967 (1969); Söderberg (2010), pp.
474–475.

Private credit markets dominated in most pre-industialized countries. In Sweden, this was in the
beginning of the 19th century both a result of low monetization and a situation with only few savings
institutions. Trustworthy persons with a good reputation in the local community as well as wealthy
persons, employers, and savings funds hold savings in trust. These savings were often lended at the
local credit market and in Sweden the legally maximum of interest of six per cent seems to have been
6

rather common. In this system, credit relations were mainly based on personal networks and trust.

7
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Over time, more and more of the relations at this market were formalized by using written IOUs. As
9

notes and coins were in short supply these papers were also circulated as money. The use of credits
and promissory notes made the credit market function smoother.

Estimates from middle-sized Swedish towns all over the country show that still at the middle of the
19th century as much as 80–90 per cent of all credits was organized within the private credit market,
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while credits within the banking sector was small. In 1900, the situation was the other way round
10

meaning that private credit was estimated to only a minor share, circa 10–45 percent. It is, however,
important to remember that the development of the private credit market differed greatly depending on
locality. Moreover, the transformation of the Swedish banking and financial system had its origin in
the largest towns as these were economic and provincial administrative centres. If one also consider
total deposits within the many savings funds 11 reporting 39 million SEK in 1834 and 70 million SEK
12

in 1857, the conclusion is that there was a lot of capital in circulation outside the banking system still
in the middle of the 19th century.

Swedish households were poorer, both in per capita wealth and aggregate wealth-income ratios
compared to countries as the United Kingdom, France, and Germany. Up until World War I, the
wealth income-ratio was only one half of the ratios in these leading industrial countries. The low ratio
13

in Sweden was due to a low saving rate. Until the 1860s, total deposits in the financial sector grew
steadily, but slow (Figure 2), but from the middle of the 1870s until the 1890s, deposits per capita
increased stronger than earlier. However, they accelerated at an even faster pace from the 1890s
onwards. Estimated amount of total deposits was 2.4 million in 1834 and circa 4,000 million in 1910.
It seems as if the large amount of capital in circulation outside the banking sector mentioned above, at
the beginning of the 20th century at this time was deposited within the banking system.
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Figure 2 Total deposits in savings banks, commercial banks, and post-office savings banks (left axis,
thousands SEK), GDP/capita and total deposits/capita (right axis, SEK/capita), 1834–1910, constant
prices (1861–1870 = 100), SEK
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Sources: Historical Statistics of Sweden, Statistical Survey. Tables not published in volume I and II
(1960), pp. 102–103 and 106; Post & inrikes tidningar 1835–71; Sammandrag av de solidariska
enskilda bankernas och kreditaktiebolagens uppgifter 1871–1911, Stockholm, pp. 172–185; BiSOS. Y.
Sparbanksstatistik. II. Postsparbanken (1893), p. XII; (1895), p. VII; (1901), p. XXI; (1903), p. XVII;
(1906), p. XXI; Statistisk årsbok (1914), p. 124; Krantz & Schön (2007), pp. 35–37 and 55.
Prices deflated with a price index in Myrdal (1933), pp. 196–199.
Note: Total deposits = in savings banks, post-office savings banks, and commercial banks.

The transformation of the Swedish economy was a result of political reforms, industrialization,
growing markets, and expanding trade among other things. It developed in parallel with the
modernization and growth of the financial sector. Total deposits in the financial sector in relation to
GDP was only 0.4 per cent in 1834, but had grown to more than 100 per cent of GDP in 1910. The
growth of deposits in relation to GDP was especially strong during the years 1867–1875 - a period of
growth in broad money supply and boom years in the Swedish economy.
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Still in the beginning of the 1860s, savings banks totally dominated the institutional deposit market in
Sweden (Table 1). Competition increased from the 1870s, when the commercial banks accepted
deposits on a larger scale. These banks were few in number compared to savings banks (Table 2) and
their business had up until now mainly been based on the right to issuing notes. Despite this, they soon
14

These years were defined as the start of what can be called “The Deposit Market Revolution” in Sweden. Lilja
(2010), pp. 41–63.
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had more capital deposited than all savings banks together. It is, however, important to rembember
that only a smaller part of commercial banks deposits was household savings. Larger balances often
derived from business accounts (Table 2). In the second half of the 19th century, several different
kinds of organizations were established that competed for household savings; as for example sickness
and burial funds and life insurance companies. In 1884, the Post Office Savings Banks (POSB) were
established.

15

Table 1 Shares of deposits among Swedish deposit banks 1830–1910, per cent
Year

Savings banks

Commercial

Post

offices Total

banks

savings banks

1830

100

0

100

1840

87

13

100

1850

90

10

100

1860

60

40

100

1870

44

56

100

1880

37

63

100

1890

44

55

1

100

1900

35

60

5

100

1910

35

63

2

100

Sources: See Figure 4.2.

The period up until the 1870s can be characterized as a founding period for deposit banking in Sweden
(Figure 2). Thereafter, deposits increased fast and competition between actors at the savings market
became greater than before. These periods are used to divide this chapter into two chronological
sections. The first describes and analysis the development during a period (1820–1870) when deposit
banking was introduced and functioned with restrained legislation and control of the State. The
following period (1870–1910) focus on a time when the different actors on the savings market had
established a more stable business and regulations were introduced to secure account holders’ savings
when deposit banking grew in size and the representatives of the bank no longer in person could
guarantee the business of the bank.

How to create legitimacy without regulation, 1820–1870
The Swedish savings banks were originally philanthropic mutual non-profit and local organizations
founded in larger towns from the 1820s. They were a result of the debate in the Swedish Parliament in
15

Lilja and Bäcklund (2016).

6

the late 1810s regarding the need to establish some sort of savings institution. By making it possible
for the less-wealthy groups to save a surplus, it was believed the problem with rising costs for poorrelief could be restrained. A report formulated that it was a matter for the local communities, and not
for the central State, to establish such banks. It also gave clear instructions how to organize a savings
bank and it in detail informed how to handle deposits, depositors, and savings banks accounts. The
report was sent to public officials and authorities all over the country and was considered a
recommendation. By the middle of the 19th century most Swedish towns had a savings bank.

16

Of most importance for the establishment of savings banks was their strong local affiliation. They
were founded and run by prominent persons in the local community. These initiators were persons that
inspired confidence in their official positions as governors, mayors, and other public officials in the
state or in the church. The report regarding savings banks had stipulated that it was convenient to have
‘admittedly honest, benevolent and wealthy persons’ in charge of running the savings banks so that
there was no doubt regarding the safety of deposits. It was also understood as a guarantee that
unselfish consideration always without exception was guiding them in their work. The founders in
person had to act as economic guarantors for the savings banks.

17

The founder’s socioeconomic

position, wealth, and status as local authorities gave the savings banks their legitimacy.

18

As Swedish savings banks and savings funds founding ideas and characteristics were considered to be
very much the same, both kinds of organizations were during decades under the legislation of savings
funds. They sometimes also shared board members. The strong dependence and relation to the
founders and these persons often being civil servants meant that the savings banks were considered
patriarchal semi-public institutions in the local community.

19

These characteristics probably gave

savings banks their legitimacy already from the beginning. Moreover, it might have been important for
depositors to recognize these for them well-known characteristics when deciding to open an account
and leave their money with a savings bank.
20

Important was also that the savings banks had an in detail defined charter for their operations. The
charter brought clearness and transparency to customers. Standardised and written terms meant
predictability and hence a feeling of security that probably often could be seen as non-existent or at
least lacking at the private credit market.

16

Sommarin (1940), p. 43; Lilja (2004), pp. 50–51.
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pp. 29–31.
18
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19
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Swedish savings banks had much in common with their Scottish and English role models. They were
all inspired by the ideas that were formulated in “Essay on the Nature and Advantage of Parish Banks”
21

published in Scotland in 1815. The charters that were recommended in the publication and were to
organize the work in the savings banks focused on deposits. This way the savings banks showed
financial responsibility and trustworthiness. It was also of most importance that the interest level on
deposits was considered large enough for account holders. Even very small deposits were to have a
rather high interest rate, attracting deposits from the target group of workers, servants and (their)
22

children. Bonus was given to frequent savers. These ideas were more or less copied in the report that
became the guide for the establishment of savings banks in Sweden.

23

Swedish savings banks were like their Scottish and English role models established out of a social
motive. A difference was, however, that Swedish savings banks managed deposits in another way than
British savings banks. Instead of placing the capital with the National bank, as was recommended in
the British examples, the Swedish savings banks already from the beginning acted as lenders at the
local credit market.

24

By making credits reachable for establishing small-scale businesses, savings

banks also in this way became a force against poverty. This was probably seen as desirable. Moreover,
it was also already the praxis among the savings funds!

As savings banks aimed for long-term accumulation of savings, withdrawals were highly restricted.
Account holders had to notify the bank before making withdrawals, thereby making sure that the bank
could give the account holder the demanded amount. Perhaps even more important was that the
requirement made sure that the withdrawal was not done to easily. To prevent more wealthy persons to
take advantage of savings banks, maximum levels for a single deposit as well as for total deposits on
savings accounts were strictly regulated.

25

Working with well-defined target groups of less-wealthy

individuals meant that the Swedish savings banks accepted deposits up to ten years, or even twenty
26

years, with terms defined in advance. When this goal was reached, the savings banks had full-filled
their obligations and the account holder had to close the account. Maximum levels were also
motivated by the great effort to administer savings.

27

Clearly formulated regulations also made the

work with depositors easier in the savings banks. These strict instructions meant that the aim of the

21

The text was written by Minister Henry Duncan, Ruthwell, Scotland. Horne (1947), pp. 1–2, and 43–50.
The interest rate of 4–5 per cent was recommended by Duncan and became also the recommendation for
savings banks in Sweden. Horne (1947), p. 45; Skogman (1819), pp. 10–17.
23
Underrättelse om så kallade besparingsbanker. Skogman (1819).
24
Skogman (1819) pp. 15–17 and 47–48; for example Silow (1926), p. 242.
25
Horne (1947), p. 45.
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Skogman (1819) p. 10–11; Silow (1926), p. 238.
27
It was also great work to yield interest on funded capital that would make possible an interest rate on deposits
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savings banks was obvious and transparent. This must have improved depositors feeling of safety of
deposits.

How do banks attract depositors?
Savings banks were intended to foster habits of thrift and foresight.

28

They were considered as

recommended solutions against poverty, and important instruments for thrifty behaviour and selfhelp.

29

Even a low-income worker was believed to be able to accumulate sufficient funds to escape

poverty.

30

Studies of the 19th century indicate that workers many times saved if possible, and that

precautionary savings dominated.

31

Low levels of savings were mainly a result of unsecure working

conditions and too small surpluses. British studies show that when economic circumstances in general
improved between 1870 and 1911, deposits in savings banks increased.

32

Low wages and lack of means of payments meant that the expansion of savings banks progressed
slowly during the first half of the 19th century in Sweden (Table 2). Most of them experienced
fluctuations in their operations, and withdrawals were almost as frequent as were deposits.

33

This

meant that it was difficult to establish a stable business, and consequently the risks with deposit
banking were high. The savings banks’ charters were adjusted in several ways over the years to better
meet the demand of depositors and make the savings banks more attractive. Operating hours were
extended from two hours during the weekend to several hours a week and clerks were employed. The
maximum levels of savings banks accounts were adjusted upwards, and the account holders were
allowed to keep their accounts over a long period in time. It also became easier to make withdrawals.

34

These changes increased the accessibility, and were a necessary step towards a more professional
organization.

Despite different kinds of difficulties in creating well-functioning organizations the savings banks
were seen as good role models, and as a result the number of savings banks grew steadily from the
middle of the 19th century (Table 2). From this time onwards, savings banks were more often founded
also in the countryside. They were considered an important element in the local infrastructure, and it
was also well-known that a short geographical distance improved the possibility of opening a bank

28

For example Smiles (1877), pp. 16–38; Kiesewetter (1981), pp. 446–486.
Bäcklund and Lilja (2014), p. 618.
30
For example, Fishlow (1961), p. 26; Américi (2002), p. 19; Wadhwani (2002), pp. 43–44.
31
Johnson (1985); Boyer (2009), pp. 62–79; Payne (1967), pp. 157–171, Schultz (1981), p. 493.
32
Boyer (2009), pp. 67–72.
33
Lilja (2004), p. 103; Varifrån kommer, hur uppstår sparkapitalet? (1946), pp. 66–70.
34
Lilja (2004), pp. 104–106.
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account.

35

This great expansion of savings banks made most Swedish inhabitants accustomed to the

statements of the virtues of having a savings account.

The target group of workers and servants often lived under very small economic circumstances. As a
way to force these groups to save, some employers in the early phase of the savings banks choose to
36

put (part of) of their employees’ wages in a savings banks account. These accounts probably became
short stories. On the other hand, it seems as if many Swedish workers were account holders at some
37

time in their lives. Studies show that in 1860 workers constituted one-half of the account holders, but
held just one-third of total deposits.

38

Instead a large share of the account holders belonged to the
39

middle class, something that also was the experience in several other countries. Up until 1870, the
40

capital in the Swedish savings banks increased largely from deposits by wealthier groups. However,
when real wages increased from the 1880s onwards, more savings were deposited in the banks (Table
2). Nevertheless, the seasonality in deposits and withdrawals continued although industrialization
matured.

41

35

Lilja (2000), pp. 35–37.
Lilja (2000), pp. 49–50.
37
Lilja and Bäcklund (2016), pp. 111–132.
38
Sommarin (1942), p. 148
39
For example, Fishlow (1961); Alter, Goldin and Rotella (1994), pp. 744–766; Ross (2001), pp. 305–309;
Olmstead (1975); Ó Gráda (2003), pp. 34–38; Maltby (2011); McLaughlin (2013).
40
Nygren (1981), pp. 84–89.
41
Ó Gráda (2003), pp. 42–46; Lilja (2004), pp. 114–116.
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Table 2 Number of savings banks (SB), commercial banks (CB), and Post-Office Savings Banks, and
their offices, number of accounts, total deposits, and average balances, 1834–1910, SEK
Year

SB

CB

(offices)

(offices)

POSB
(offices
)

Number of Total

Average balance,

accounts,

deposits,

thousands

million SEK

SB

CB

SEK

SB

CB

SB

CB

2

0

102

-

1834¹ 25 (25)

-

-

23

1840

60 (60)

6 (14)

-

48

-

5

1

108

-

1850

86 (90)

8 (25)

-

100

-

13

1

129

-

1860

151

30 (50)

-

188

-

27

18

145

-

36 (136) -

354

36

57

74

162

2,084

44 (205) 1,575²

762

128

146

247

177

1,919

(151)
1870

234
(234)

1880

341
(921)

1890

378

(158)³
43 (190) 1,942

(909)
1900

388

436
(854)

104

275

352

256

3
67 (269) 2,652

(748)
1910

1,07

1,22

(275)³
448

437

772

334

9
80 (625) 3,245

1,56
0

1,930

1,724
(494)³

806

809

1,466 541

1,818
(382)³

Sources: Historical Statistics of Sweden, Statistical Survey. Tables not published in volume I and II.
(1960), pp. 99 and 102–103; Sammandrag af de enskilda sedelutgifvande Bankernas samt
Skandinaviska Kreditaktiebolagets qvartalsuppgifter för den 30 juni 1871, Stockholm 1871;
Sammandrag af de solidariska enskilda bankernas samt aktiebankernas och kreditbolagens uppgifter
för den 31 december 1880, Stockholm 1881; Sammandrag af de enskilda sedelutgivande bankernas
och aktiebankernas till Kongl. Finansdepartementet ingifvna uppgifter för Den 31 dec. 1890,
Stockholm 1891, Sammandrag af de enskilda sedelutgifvande bankernas och aktiebankernas till kongl.
Finansdepartementet ingifvna uppgifter för 31 december 1900, Stockholm 1901; Sammandrag af de
solidariska bankbolagens och bankaktiebolagens Uppgifter för den 31 december 1910, Stockholm
1911; BiSOS. Y. Sparbanksstatistik 1880, p. 144; 1890, p. 186; 1900, pp. 36, 47 and 49; 1910, pp. 1–7
and 36–37; Petersson (2001), Table 2.1, p. 71.
Note: ¹Data missing for 1830. ²Established in 1884. ³Average balance on savings accounts
(Sparkasseräkning in Aktiebankerna 1880–1890, 1900–1910 also in Enskilda banker)
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An important advantage compared to other savings alternatives was that very small deposits were
accepted and that assets in savings banks were movable. Although a majority of accounts in savings
banks in Sweden as well as in other countries at the time were short-term stories,
accumulated savings over a substantial period of time.

43

42

some workers

In this regard, there were significant gender

differences in savings behaviour between married and unmarried persons. A Scottish study shows that
savings banks accounts were used for families’ need for recurrent payment obligations, such as rent.

44

The husband’s account was normally used for family purpose. Two accounts or more could be
motivated if the family wanted to save more money than was accepted according to maximum levels.

45

It is obvious, that the savings banks account was “a family matter”.

There is, however, also an indication that married women’s accounts sometimes was for own
disposition. Studies from England interpret that married women ‘were active economic agents in their
own right’

46

future needs.

by the middle of the 19th century and used savings bank accounts as a precaution for
47

Female savers constituted an important share of the account holders in the savings

banks from the very start, despite having no formal right to decide in economic questions (widows
48

being the exception ). In Sweden, approximately one half of all account holders were women (for
example Table 3). Compared to men, they saved more in savings banks - both in absolute and in
49

relative terms, and their accounts were more often long-lasting. This made women a relatively stable
and important group of savers.

Table 3 Account holders’ socioeconomic status and sex in Stockholm stads sparbank, per cent
High strata

Middle strata

Low strata

Total

Total

Men

Women

Men

Women

Men

Women

Men

Women

1830

20

16

24

37

56

47

100

100

1893

4

6

28

28

68

66

100

100

1912

5

2

34

46

61

52

100

100

Source: Varifrån kommer, hur uppstår sparkapitalet? (1946), p. 78.
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For example, Alter, Goldin and Rotella (1994); Wadhwani (2002), p. 50; Lilja (2004), pp. 109–13.
Haber and Gratton (1993), pp. 72–81.
44
Ross (2013), pp. 195–196.
45
Ó Gráda (2003), pp. 42–46; Lilja (2004), pp. 116–117.
46
Perriton (2012), p. 12
47
Maltby (2011); Perriton (2012); Perriton and Maltby (2015).
48
The Swedish Code of 1734 placed a woman (widows excluded) under the legal framework of their father,
brother, or husband. The law was reformed during the 19th century and for example from 1874, it became
possible for married women to control their property. They also gained the right to dispose their own income.
Lilja (2004), p. 25.
49
Petersson (2006), p. 43; Lilja (2004), p. 117.
43
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Female capital was of most importance for investments during industrialization and for the growth of
the domestic economy.

50

Research has shown that women seem to prefer some investment areas and

that investment could be said to be gender divided. In Britain before 1914, female investors appear to
51

have preferred being shareholders and avoid risk-taking if possible. They sought secure investments
52

and often ‘remained relatively passive in relation to their financial dealing’ . They were considered as
53

‘financial investors primarily seeking a rentier income’ . Women in general were interested in areas
where they had access to information and where investments were considered secure and returns
reliable.

54

This made deposit banking most attractive. These female characteristics also explain

women’s importance as actors on the financial market arena in the 19th century Europe, when capital
for investments still were lacking in many countries.

Few unskilled (male) workers had an account, while domestic (female) servants were one of the
55

largest single groups of account holders in the savings banks. Unmarried female savers were one of
the most industrious groups of savers. They saved much more than other groups, and sometimes twice
as much as unmarried men in the same age. Consequently, they in several cases managed to
56

accumulate amounts corresponding to an annual salary of a male worker in industry (Table 4). Every
second female account holder in the savings banks during the 19th century was a servant, and a
majority was between 16 and 25 years of age. Other belonged to the growing number of unmarried
women of middle-class that often also had a savings account in a commercial bank. Presumably, most
57

of the unmarried women wished to marry and settle down in the future. If the woman did not marry,
they could use their capital for old age. Most married women also had to plan for being a widow, as
they in general lived longer than men. For these reasons, the praxis that women were allowed to use
their savings banks accounts as own economic agents was of most importance. The combination of
needs and lack of alternatives probably explains why savings banks were important for unmarried
women from all socioeconomic strata.
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Petersson (2006); Owens (2006).
Maltby and Rutterford (2006), pp. 220–253.
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Owens (2006), p. 25.
53
Owens (2006), p. 25.
54
A reliable return was assumed to be more important than an exceptional size of the return. Owens (2006), p.
26. For a discussion about custom and cultural expectations, see Owens (2006).
55
Fishlow (1961), pp. 28–29 and 36; Lilja (2004), pp. 116–126.
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Lilja (2004), pp. 116–126.
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Table 4 Index for average deposits and socioeconomic status for male and female depositors in
Stockholm stads sparbank
High strata

Middle strata =100

Low strata

Children,

students

and unknown
Men

Women

Men

Women

Men

Women

Men

Women

1830

69

114

100

100

63

68

96

87

1893

52

95

100

100

51

78

22

50

1912

79

47

100

100

61

79

9

48

Source: Varifrån kommer, hur uppstår sparkapitalet? (1946), p. 80.

A rather large share of the savings banks accounts was already from the start open for children. The
possibility to save for children was in fact one of the main ideas of the savings banks from the very
beginning. During the 19th century in Sweden, children’s accounts amounted to approximately one
fourth of all accounts in the savings banks. These were most common among the more wealthy
59

groups, but also workers seem to have prioritised accounts for their children if possible. Important to
notice is that accounts often were opened for several children in the family despite gender (Table 4).
Children’s accounts were target motivated. This explains why withdrawals only were done in
exceptional cases, and then, not surprising, mostly among account holders belonging to the lesswealthy groups. However, children’s accounts often lasted for a long period in Sweden, on average
more than ten years, and several of the children continued to save also as an adult.

60

Deposit banking in a changing market, 1870–1910
Deposit banking expanded fast in total deposits and number of accounts from the 1870s onwards when
monetization, industrialization, and economic growth developed (Figure 2 and Table 2). A majority of
savings banks now (again) reformed their charters to better meet changing terms on the deposit
market. They successively chose to open up for all socioeconomic groups in society, and the
maximum amount for deposits was raised as operations were forced to adjust to growing wealth and a
more competitive market for savings. Moreover, the “normal” interest rate (4.5–5 per cent) on deposits
that had been kept for decades was somewhat modified downward.

61

As a consequence of these

reforms, savings banks previous guise as savings funds faded. Still, the most distinct characteristics of
the savings banks – being a non-profit organization controlled by a board and with a strong local
affiliation – were preserved. However, being philanthropic associations meant that savings banks
could not be regulated as either banks or associations; the latter was how they were looked upon in for
59

Lilja (2004), pp. 117–118 and 123–124; Varifrån kommer, hur uppstår sparkapitalet? (1946), pp. 12 and 80.
Lilja (2004), pp. 118 and 123–124.
61
Lilja (2000), pp. 52–57; Lilja (2004), pp. 104–106.
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example Great Britain.

62

The fast expansion of the number of savings banks led the Swedish

Parliament to formulate a first national ordinance in 1875. It was decided that the county
administrative board was given the right to inspect the local savings banks accounts.

63

The effort to

regulate savings banks was motivated as they now administered great and fast growing deposits (Table
2). It probably also was a result of the increasing competition from the commercial banks and these
having many influential representatives in the Parliament with an interest of distinguishing savings
banks from other banks.

64

As the ordinance was considered as a recommendation, it had little real

impact on the savings banks. More important for the development of the savings banks organizations
was probably that several of them had decided to include a member from the local representative
assembly in the savings banks boards after the municipal law of 1862.

65

The serious parliamentary critic of the Swedish savings banks not reaching their main target groups
led to the founding of the Post-Office Savings Banks (POSB) in 1884. The many POSBs that by the
end of the 19th century were established in the industrialized countries were meant to improve
accessibility as well as continuity in savings if the account holder moved. These public facilities
organized within the post offices were founded on the same principles as the savings banks, but they
were under the supervision of the State. The State being a guarantee for the POSB increased the
legitimacy of these new organizations and it was probably one of the reasons why depositors chose to
open an account with the POSB. Already from the start, operation costs, however, became huge and
the interest level on deposits was on average 0.75 per cent lower than in most savings banks. It is
worth notice that an even lower interest rate was offered by their popular British predecessor. Before
World War I, Swedish POSB never surpassed savings banks in deposits or number of depositors
notwithstanding a large number of offices and long opening hours (Table 2). The weak development in
66

deposits with the POSB in Sweden was probably mainly a result of low interest rates. The numbers
of account holders were 237,000 in 1890 and 557,000 in 1910 showing that they had only a minor part
of the deposit market in Sweden at the time (Table 2). The average amount on accounts was smaller
67

and total deposits only amounted to 5–10 per cent of total deposits in the savings banks. In Britain,
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Tables not published in Volume I and II. SCB 1960, p. 99.
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the average amount on savings accounts was half that of Trustee Savings Banks.

68

It is clear, that

POSB to a greater extent than savings banks managed to reach people with limited means.

69

The legal control of the savings banks was finally set with the savings banks law of 1892. In this law it
was stressed that the savings banks’ main purpose was to accept deposits from the general public. As
savings banks operations in many ways already were in accordance with the law, it meant no major
changes for most savings banks. The law stipulated the terms on savings banks’ lending as a way of
avoiding hazardous management of deposits and consequently bank failures. It clarified the
differences between savings banks, savings funds, and commercial banks. Savings banks that did not
accept the new regulation were not allowed to work as savings banks, and instead choose to be
reconstructed as joint-stock banks (Folkbanker). The latter explains the large expansion of limitedliability banks in the 1890s and the reduction in the number of savings banks offices (Table 2). The
savings bank law of 1892 settled down the diversity between actors in deposit banking that already
was established.

70

As commercial banks many times shared board members with the local savings bank, they had learnt
how to successfully organize deposit banking.

71

The liberal bank law of 1864 made it easier to

establish bank companies in Sweden, and their number increased fast (Table 2). Commercial banks’
growing interest in the general publics’ savings from the 1870s onwards resulted in a rapidly growing
number of accounts and total deposits increased quickly. However, the average balances in the
commercial banks savings accounts went down at the turn of the 20th century. This was mainly a result
of the growing number of account holders from the broad middle class and better-off workers, groups
that earlier had turned to the savings banks.

Several actors entered the financial market during the second half of the 19th century. These
intermediaries could offer different kinds of savings alternatives and thereby satisfy households’
different motives to save (Figure 3). At this time more wealthy persons often had accounts in
commercial banks, life insurances, stocks and bonds, and even an account in the local savings bank as
a strategy of risk diversification of the portfolio and at the same time maximize the expected return on
equity.

72

Having cash reserves in savings banks and ‘saving for spending’ was important for many

married workers, but collective contractual saving in sickness and burial funds (as friendly societies),
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Johnson (1985), p. 90.
Johnson (1985), pp. 110–116. See Wadhwani (2011), pp. 508–509 for the founding of POSB in different
countries.
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72
Lilja (2004), pp. 93–98.
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and life and endowment funds was more prioritized out of working-class family needs.

73

However,

those who preferred high liquidity and unquestioned security most likely choose a bank account.

Figure 3 Bank deposits and currency, shares and mutual funds, bonds, and private insurance savings
(left axis), total financial assets (right axis), 1870–1910, current prices, million SEK
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Approximately one out of every four inhabitants had a savings bank account and one out of seven had
74

an account in a commercial bank in Sweden in 1910. As workers in general were better off, they now
managed to constitute a larger part of the account holders in the (savings) banks.

75

In Britain,

approximately 40 per cent of working-class financial funds in 1901 were deposited in savings banks.

76

77

However, their net savings rates were still low. In Sweden, approximately one-third of workers’ net
78

savings were deposited in savings banks in the 1870s as well as in the 1900s. It seems obvious that
workers were aware of the advantages of having a savings account.
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Conclusion
Deposit banking was introduced and functioned with restrained legislation and control of the Swedish
State, until the first savings bank law was introduced in 1892. The early expansion of savings banks
was in its early phase dependent on the founders being considered as trustworthy individuals in the
local society. Having well-defined charters was also important, as it made savings banks purpose
transparent to potential customers. These charters were reformed to better meet changing demand and
growing competition on the savings market, and this reduced the risks with deposit banking. The lack
of alternatives on the deposit market arena (especially on the countryside) might also explain the
savings banks successful growth during the period studied.

However, personal trustworthiness and founders’ networks had their limits in building and supporting
legitimacy. In a growing economy with rapid changes – not least the integration of larger parts of the
economy – the need for the State to support the emerging financial architecture became apparent.
Bank regulations were introduced to secure account holders’ savings when deposit banking grew in
size and the representatives of the bank no longer in person could guarantee the business.
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