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Looking on English and German banking in the French mirror: Banking and development in France (1880-1913)
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This paper aim to prove positive correlations between local banking, industry, innovation, and growth in the French classical period . Empirical works on GDP per capita growth gives positive correlation with local banking indicator.

The relation is all the more strong since local banking tied on non agricultural economies. Thus, we open the black box and give evidence of local banking connection with innovation. We set the proof through panel data analysis on a spacial basis.

Regard to so called German and English banks performances, local knowledge is a key point of industrialization, at least in the French experience.

1 Introduction essuming universl nks s key omponent of qermn industrilizE tionD qershenkron @IWTPA introdued long lsting ontroversy on (nnil institutions nd eonomi growth reltionshipF sn his viewD kwrd eonoE mies re ll the more le to th up rihest ountries sine they dopt dpE ted entrlized devies of developmentF qermn universl nk ws thus the perfet intermediry s it might entrlized nd used informtion to lunh industril projetsF es mtter of ftD euse of demi inertis qerE mn nd inglish nking re still used s idel types of the 4good4 nd the 4d4 nking ehvior of this timeF prom this point of viewD so lled qermn universl nks helped (nning industril investment while inglish 4speultive4 joint stok nks hmpered industril developmentF elsoD the dete ws not limited to iuropen omprison s glomiris @IWWSA reinE fored the demi position of qermn nking strutureD ompring speE I ilized emerin nks performnes 4in the mirror of4 so lled qermn nking systemF roweverD some new ontriutions in eonomi history point out the E demi overon(dene out qermn universl nksF xew empiril worksD see for instne pohlin @IWWV 8 IWWWA nd idwrds 8 ygilvie @IWWTAD gve evidene of the qershenkron9s mistkeD rejeting so lled ord represenE ttion dvntgesF husD qermn nks my not e s good s expeted in industril @lrge sleA fundingF sn the sme time gpie 8 gollins @IWWWA elevted the inglish nking reputtionF hey showed for instne tht joint stok nks were le to support their industril lients in period of distressF he evolution of detes is therefore smoothing qermn dvntgeF enywyD inglish nd qermn nking struture were still di'erentF es inglish nE king omposed of lrge nks while qermn one got more lol in)ueneD qermn dvntgeD if nyD should ome from informtion mngement @gfF quinnne PHHIAF sndeedD eording to tein @PHHPA lol knowledge mnE gement is more di0ult into lrge nd ntionl multiErnh nksF inglish nks were thus urged to supply 4hrd4 short term redits while qermn nks might provided 4soft4 industril lons 1 F yn this respetD s it is omposition of inglish nd qermn nk type the prenh nking system of the lssil period @IVVHEIWIQA might shed some lights on the deteF sn one side lol nks ted like universl nks s lol sttement nd privte knowledge helped them providing dequte servies to their lientsF vol nks were however sujet to eonomi yle nd setoril )ututionF et the oppositeD prenh deposit nks @grédit vyonE nisD oiété qénérle 8 gomptoir d9isompte de risA took dvntge of eonomies of sle to provide diversi(ed short run lonsF yn this respetD prenh deposit nks re often ompred to inglish joint stok nks eE use of their high prudene nd their lrge sle usinessesF gompring perE formnes of oth kind of nks should on(rm or rejet the qershenkron positionF esults should lso spek on the implition of tight onnetions etween nks nd industry in the proess of eonomi developmentF hereyD this pper ssesses eonomi e'ets of oth prenh ommeril nk typesF he inquiry should tell more on e'etiveness of eh strutureF e thus hek for lol nking nd industril tivities orreltionsF e use to this end n inditor of industril prodution growth in one hnd nd n inditor of innovtion on the otherF es we will seeD uslity is not point of onern s we think of signi(nt orreltion might e usefully hndled 1. "hard and "soft" refer to microeconomics of banking literature. "hard" credits imply more quantitative information while "soft" credits entail private and hardly transferable information (see Petersen 2004 for examples and evidences). P to give evidene on lol nking ility to promote eonomi developmentF eury of results depend thus on lol nking inditor we use nd the ontrol vriles we dd in the empiril frmeworkF reneD implementing the est eonometri estimtor is not the turning point of this workD we rther hve to uild the dequte model regrd to the historil pttern of the prenh nking systemF e therefore uilt rtios ompring lol nd deposit nks mrket shre nd fed them to qh growth nd innovtion vrilesF es systemti inE formtion on individul ptent re lking in the prenh system we estimted innovtion through the tx on ptentsF his one get however the dvntge to tke ount on ptent9s expeted vlueD wht is very importnt in suh inquiry @gfF qrilihes IWWHAF e (nlly get ouple of outomes X (rstD innoE vtion nd qh growth re positively orrelted with lol nkingF eondD the reltion with the ltter is ll the more high sine we look on industril resF gonsequentlyD lol nks re more le thn deposit nks to (nne investment nd innovtionD models syF eording to the expeted uslity ouple of interprettion is possily t plyF pirstD s innovtive (rms often need to investD lol nks knowledge helps providing funds to investmentF eondD lol nks knowledge gives redit vilility nd ring out (rms9 seletionF his proess keeps promising nd innovting (rms liveF enywyD s long s innovtion nd investment re relted to industryD lol nks should promote qh growth into industril resF his point is well orroorted y empiril ftsF es resultD the prenh experiene gives evidene of lol nks superiority in the proess of industriliztion nd lstly rings lues on the 4qershenkron9s dete4F etion P reminds lol nkingD innovtion nd growth litertureF etion Q dels with the prenh nking strutureF etion R presents the empiril strtegyF etion S provides soures nd si sttistisF etion T gives the resultsF etion U rings interprettionF etion V dds some disussionsF eE tion W onludesF 2 Related literature he question we re speking out here n silly e divided upon two di'erent (elds of reserhF he (rst one dels with redit onstrints s result of the nk sizeD the seond one entils reltionship nking nd innovtionF tein @PHHPA provides key frmework on the (rst pointF eording to the size of the nkD the informtion need to llote ssets etween rnhes Q di'erF righer the sizeD numerous re the intermediriesD higher trnsprent lients needingF herefore smll (rms re less le to orrow to lrge nksF et the oppositeD s they hve lol nd privte knowledgeD smll nks re etter usiness prtnersF rereD the hedqurter grs informtion nd tkes deisions in the sme time wht prevent informtion ine0ieniesF impiril nlyses give evidene of this point s hierrhil nks use more redit soring nd impersonl intertions @gfF ferger 8 lF PHHS nd hid 8 lF PHHTAF e new set of literture is emerging out geogrphil nd ulturl disE tneF histne from hedqurters espeilly mtters s informtion qulity dwindles with itF por instneD iven though e'ets melt down with new omE munition tehnologiesD physil distne in nited ttes redues nks ility to lend to smll nd opque (rms @etersen 8 jn PHHPAF elsoD for ferger 8 heoung @PHHTA the ost nd pro(t e0ieny of multiErnh nks wnes with physil distne from the prent nkF lstlyD elessndrini et lF @PHHTA (nd tht smll (rms su'er from oth ulturl nd physil disE tne on sliding sle with the shre of nks hedqurtered in the distnt provineF yn other hndD mny works give evidene on redit onstrints ostle to innovtion @see for instne wohnen 8 oller PHHSAF es innovtions need inE vestments to strt projetsD redit onstrints hmper innovtive usinessesF feuse of its industril distritsD the 4third stly4 is thus the perfet topi on this pointF por instneD rerrer 8 winetti @PHHUA gives evidene of relE tionship nking ility to enhne produt innovtion proility in stlyF sn the sme wyD elessndrini 8 lF @PHHUA proves tht opity due to physiE l distne hinders innovtionF ell in llD innovtion from smll nd medium size (rms depends on redit ess s the stlin exmples sid usF 3 The French banking structure vol nksD deposit nks nd the fnque de prne re the min tors of the prenh nking systemF vol nks re of quite smll size nd provide 4universl4 servies to their lientsF iither limited to spei( res or speE i( setor of tivitiesD lol nk usiness is not diversi(ed nd sujet to exogenous hoksF iven though some get few rnhesD this point is the min soure of onern for themF vol nks often do usiness inside industril distrits nd smll usiness resF hereforeD s they gr lol nd privte knowledge they esily ope with informtion symmetry @ee etersen 8 jn IWWSD foot PHHID tein PHHP nd ferger 8 lF PHHS for theoretil nd empiril evideneAF hough lose to universl nk typeD lol nks R in prne did not plyed the sme @so lledA role thn lrge universl nk in qermnyF nlike qermn universl nksD prenh lol nks were rrely involved in ord representtion nd usiness diretionF he ommon feture is rther the ility to redue symmetries y gthering informtionF sn other wordsD universl nking tivities might help pooling useful knowledge @into lol res nd spei( setorsA nd grnting higher return in industril @long termA (nne @gfF xishimur IWWS nd vesure 8 lessis PHHR for empiril evidene on long term industril redits in the prenh experieneAF fy IVVHD the sum of lol nk rnhes reh WI7 of ll ommeril nk rnhesF his (gure delines to reh TT7 in IWIHF wo fts triggeE red this outomeF pirstD mny new nk rnhes were set up due to deposit nk expnsionF eondD wek lol nks ollpsed y susequent ompetiE tion @fzot PHIHAF ell in llD lol tivities nd lol knowledges proteted surviving lol nksF piling nkers were onsequently those in line with deposit nk usinessesF y IVWH the prenh nking system is sujet to deposit nks oomingF ell prenh res get new deposit nk rnhesF porD instneD the oiété qénérle set up more thn RHH rnhes long twenty yersF hough quite smller the (gure turns to PHH rnhes in the grédit vyonnis9 seF es suggested y the nmeD deposit nks gr mssive depositsF hort term tivities is therefore the onsequene of this fetureF fesidesD unlike lol nksD they re not lose to their lients nd get only si informtion out themF his is lso why deposit nks re highly prudent nking torsF es inquired y vesure @PHHWA disounting sfe ills is their min redit devieF nlike lol nksD dvne in ount re rrely epted nd renewedF omewht like inglish joint stok nksD they re involved in ommeril rther thn industril reditsF fsillyD two di'erent (eld of usiness re shred y the prenh nking torsF sndustry is the one of lol nks wheres deposit nks ted on ommeril tivitiesF heoretillyD lol nks re thus proly more useE ful s pitl umultion spurs qh growthD one might syF hough this point of view my e oherentD two questions reminF pirstD how to prove it c seondD if it is trueD why deposit nk 4vitory4 c e get some trks on the seond issueF fusiness interests of deposit nks re not tied with those of eonomi developmentF sn other wordsD they mke pro(ts without doing usiness with 9leding growth9 setorsF purtherE moreD ouple of ompetition is t ply in nking setorF iven though lol nks re ompetitive in industril 4unsfe4 reditD eonomies of sles give dvntge to deposit nks in gring deposits nd providing 4sfe4 lonsF hereforeD lol nks pro(ts derese when king on risks with sfe reE ditsF es lol nks re not enough diversi(edD exogenous shoks re now S more le to kill themF sn other hndD s lol nks re proved to e more designed to spur growthD suh theory might e the proof of mrket filureF vet9s lstly spek out the fnque de prneF por ouple of resonsD the fnque is turning point of the prenh nking system of tht timeF pirstD t the turn of the enturyD the fnque gets n erly entrl nking positionF fy helping distressing (rms nd nksD it therefore turns to e ounterylilF eondD its network of rnhes rings out redit development ntionwide @fzot PHIHAF hough redit development is demilly limed to e posiE tively relted with eonomi growthD one might rejet suh rguments in this present seF ine lol tors re used to trnsmit the fnque poliyD s long s lol nks re not prove to trigger eonomi developmentD ene(ts from redit development do not neessrily outweigh potentil lossesF es some ontroversies depend on itD the eonomi e'et of lol nking is n importnt questionF yn this respetD the empiril strtegy we will use now is of high importneF 4 Empirical strategy gusl models in mroeonomis re quite di0ult to implement s enE dogenous ises re often t plyF purthermoreD instrumentl vriles re not systemtilly villeD espeilly in historil inquiriesF he empiril strtegy is therefore the turning point of the demonstrtionF qood hndling of orreltion is sometime more urte thn poor uslity s long s is the reltion not driving y omitted vrile isF elsoD regressions with multiple explitive vriles re used to fe this issueF wodels re either pnel or rossEsetion eonometrisF e nie empiril devie need to ompre nd tell wht nk type is the est promoter of eonomi developmentF pounding urte inditor of eoE nomi development is therefore the (rst stepF qh per pit is trditionlly used to this end ut interprettions re often hmpered y omitted vrilesF xonethelessD good hndling of results ring preision to orreltions nd help seizing useful informtionF woreoverD sine innovtion is now seen s entrl for eonomi development @eghion 8 rowitt IWWVA it is vrile of interestF his is ll the more true sine investmentD innovtion nd industry re often interloked in sme dynmisF roduing dequte vriles on reltive nking size is the seond stepF he numer of lol nk rnhes ompred to deposit nk rnhes is n esy rtioF elthough useful in pnel dt regressions the lte deposit nk oom mkes it triky to use in rossEsetionl testsF sn ftD mny déE prtements re devoid of deposit nks in IVVHF e might nevertheless use T ending vlues of the rtio @those of IWIIA ut results might e uninterpreE tleF enywyD other lultion re possilesF qiven deposit nks usiness ptternD di'erene of lol nk rnhes per pit divided y the one of deposit nk rnhes per pit from IVVI to IWII is nother nie rtioF pew resons on(rm this hoieF pirstD the level of tivity is ontrolled y the numer of inhitntF eondD the rtio helps seizing lol legitimy of lol nksF sf the (gure of lol nk rnhes is high in IVVI wheres their tivities re lose to the ones of deposit nkD the rtio should e negtiveF sndeedD suh lol nks should ollpse s the numer of deposit nk rises upF hirdD higher the rtio higher the usefulness of lol nkingF es deposit nk rnhes rises up in every déprtements ompetition should tkling ll unspei( lol nk usinessesF iven if qh growth nd innoE vtion keep old lol nks live new lol nk rnhes re set up s their re not tkled y deposit nk usinessesF xeverthelessD s very negtive rtio9s (gures might stem from onvexity e'et the rtio is quite imperfetF iven though usiness struture of the re is not opposed to lol nking fetures so muh the rtio is very negtive s lol nk rnhes dwindles wheres deposit nk rnhes inreses slightlyF hereforeD in order to ring more evidene on results we must lternE tively use other rtios nd other deviesF pirstD the di'erene in lol nk rnhes per inhitnt minus the one of deposit nk rnhes per inhiE tnt from IVVI to IWII divided y the numer of nk rnhes per inhiE tnt in IVVI is n lterntive rtioF e might used the mere time nd nking type di'erenes ut high initil nk size (gures should ring onvexity in rtio9s vlueF henD fetures of the (rst nking struture rtio hold though orreted y the initil nking sizeF elsoD the underlined is of the (rst nking struture rtio is solvedF es this new rtio helps more tking into ount lol nd deposit nk sustitution e'etD it is thus more le to (gure out the prenh nking struture of the periodF enywy similr reE sults whtever the rtio t ply should on(rm the shpe of onlusions 2 F eondD we might put in sme regression the di'erene long the period of lol nd deposit nk rnhes per inhitntF hirdD omprison of results whether we use lol nk rnhes nd totl nk rnhes per inhitnt is nother possiilityF es we will see ll these di'erent strtegies re useful in di'erent prt of this inquiryF roduing models is the third stepF vet9s ll 9qh9 the qh per E pitD 9xe9 the nonEgriulturl prodution per pitD 9sxx9 the inditor 2. the second banking structure ratio is obviously better but we run out our tests with both ratios to bring more grounds to the conclusion U of innovtion 3 D 9vyg9 the (gure of lol nk rnhesD hi the one of deE posit nk rnhesD fu the one of ll nk rnhesD y the popultionF pirst models use ross setion regressions to ssess qh per pit nd nonE griulturl prodution per pit growth ording to the nking strutureF e lso use n intertion term s the onditionl e'et of lol nking ording to the size of industril tivities is the point of interestF vet9s note

g 1 = d t,t+1 log(GDP )D g 2 = d t,t+1 log(N AP )D BS 1 = d t,t+1 (LOC/P OP ) d t,t+1 (DEP/P OP ) D BS 2 = d t,t+1 (LOC/P OP )-d t,t+1 (DEP/P OP )
BKt/P OPt nd lN AP = log(N AP ) + 2.5F reneD the models we test re X

g n,i = αBS k;i + γBS k,i * lN AP i,t + λlN AP i,t + j β j CON T i,j,t + i @IA ith naIDP Y kaIDP Y i the déprtement index nd j the ontrol vriles9 indexF g n,i = v (α v BT v,i + γ v BT v,i * lN AP i,t )+λlN AP i,t + j β j CON T i,j,t + i @PA ith BT v the nking type inditor suh tht BT 1 = d t,t+1 LOC P OP nd BT 2 = d t,t+1 DEP P OP
nd vaIDPF hether lol nking inreses growth when join to industry omes with the intertion term 4 F eond models use pnel dt to ssess innovtion ording to nking strutureF e therefore uilt three di'erent tests X

IN N i,t = a LOC DEP i,t + j β j CON T i,j,t + T t + u i + η i,t @QA IN N i,t = a LOC P OP i,t + j β j CON T i,j,t + T t + u i + η i,t @RA IN N i,t = a BK P OP i,t + j β j CON T i,j,t + T t + u i + η i,t

@SA

T is temporl dummy nd u is the déprtement dummyF he (rst model is explitive y itselfF roweverD sine the (gure of deposit nk rnhes is sometime H in IVVH the following models give roustness to the resultsF eond 3. Innovation is calculated by the patent tax as explain in the section 4 below. 4. NAP is not industry but non agricultural production, we simply assume here that industrial districts are those with high level of non-agricultural production per capita. This hypothesis is corroborated by historical and quantitative analyses (Cf. Combes & al. 2008 for evidence) V nd third models need to e interpreted togetherF sndeedD informtion omes with omprison of resultsF por instneD lol nking is good for innovtion s long s a positive nd signi(nt in @RA ut not signi(nt in @SAF ht re ontrol vriles of the models c rditionllyD ontrol vriles re used to solve the omitted vrile isF e thus put inside the (rst set of regressions X the log of initil vlue of redit developmentD qh per pitD enterprise per pitD nk rnhes per pit nd popultion densityF es the evolution of nking (gures orrelted with the one of redit development we dd redit development growth vrile s wellF gontrol vriles of the seond set of regressions re X (rms9 verge size nd the shre of non griE ulturl prodution 5 F his hoie is motivted y supposedly high reltion etween industryD (rm size nd innovtionF xowD let9s present soures nd si sttistil (gures to ring more grounds to the empiril strtegyF 5 Sources and basic statistics snnovtion9s inditor is the (rst point of onernF e use to this end the mount of the ptent tx divided y the urn popultionF he tx gets three min feturesF ennuities re onstnt so ptent9s owners py IHHp per yer of protetionF he sum of nnuities depends on the period of protetionF es the ptent is proteted for (veD ten or (fteen yersD relted tx re SHHpD IHHHp nd ISHHpF he ptent is grnted s long s the tx is pid nd the tx must e pid in dvneF vstlyD if the ptent soldD the remining mount of tx is totlly pid in the déprtement of the depositorF ht re the onsequenes of this system c pirstD s IHHp is n importnt mount in sth entury prneD ptents re of high vlue nd the tx is thus relevnt to worth innovtionsF eondD s soon s ptents re worthless owners stop py in for itF sn other wordsD s long s the expeted pro(t of using the ptent is positiveD the tx is pidF he tx helps thus tking ount on ptents vlueF hirdD the tx rules out yles nd shoksF vstlyD s innovtions re often mde inside urn enterD urn popultion is the perfet denomintorF vet9s dd two pointsF pirstD the déprtement of ris is withdrwnF poE reign ptents is motivted this hoie s foreigners must leglly deposit their ptents in risF he tx is onsequently omposed y lmost PHHH pE tents eh yerF eondD ording to vmoreux 8 okolo' @PHHIA severl inventors might deposit their ptents in other resF es we use (xed e'et in 5. note we can not use credit development as data is lacking from 1891 to 1911. Furthermore, population appears in calculation of innovation's indicator. Control variables with population are thus tricky to use. We however use them to check on outcomes' robustness.

W the eonometri modelD we just ssume the phenomenon onstnt over timeF his point is not relly onerning nywy s no room for 4mrket innoE vtion4 rose up in prneF es uhn 8 okolo' @PHHRA points it outD wek exmintion of ptents ould not insure either its qulity or its originlityF pirms were thus not inited to uy ptentsF his is ll the more true sine monopoly protetion ws limited s informtion on ptents were lking 6 F es proofD ptents9 ession re very wek in sth prneF por instneD the numer of ession is equl to QT in IVUV nd WI in IVWV 7 F xote lso tht uyers nd sellers elong minly to the sme déprtement @more thn VH7 in oth ses s we let down trnstion with foreignersAF es (rms ought ptents on prodution purposeD this lst point hs two onsequenes X it gives evidene of lol industry nd innovtion type interloking Y it rules out ny 9mrket for ptent9 is from our empiril testsF es the rtio imperfetly (t with innovtion @ee qrilihes IWWH for disusE sion on ptentsA qulittive inquiries might e useful s wellF vooking on the 4ulletin des lois4 helped us knowing more out individul ptents 8 F pirstD the shre of ompnies9 @soiétésA 9 is smooth nd wek over time @lmost IH7 nd less thn U7 without risAF eondD industril ptents re numeE rous in industril déprtementsF por instneD the industril déprtement of qrenole is minly omposed of industril ptents from smll nd medium (rms nd privte inventorsF e got the dditionl dt through di'erent souresF he sxih wesite 10 provides the popultion (gures per prenh déprtementF toert @IWWIA gives the usiness tx sttistisF he fottin du gommere et de l9sndustrie is used to evlute the numer of nk rnhesF gredit development nd qh per pit re provided y fzot @PHIHA 11 F e get informtion for ll ten yers from IVVI to IWIIF sn other wordsD the pnel is omposed of four yers nd VR déprtementsF 6. "The attempt to obtain information was also inhibited by restrictions placed on access viewers had to state their motives ; foreigners had to be assisted by French attorneys ; and no extract from the manuscript could be copied until the patent had expired." (Khan & Sokolo 2004) 7. we include cessions to foreigners and patents retro-cessions in the calculation. Figures dwindle dramatically as we withdraw those cases (22 in 1878 and 59 in 1898).

8. The "bulletin des lois" gives only information about the depositor if not represented by an attorney and provides a very brief description of the patent. 9. Firm gures are available for companies only 10. www.ined.fr 11. Many thanks to Miren Lafourcade who tested the accuracy of our GDP estimation given Toutain's calculation of 1862 and 1896 (see Combes & al., 2008). This test could not be done by ourself as Toutain's data unavailable yet. According to the test our GDPs are very similar to Toutain's one as R 2 = 0.98 and 0.95 without Paris area. IH le I gives some desriptive sttistisF vet9s dd some omments on nking (guresF vooking on rnh evolution of oth kind of nk is (rst step of understndingF por instneD lol nks set up more rnhes thn deposit nks in the highly industril déprtement of qrenole from IVVI to IWIIF his ft is similr in the déprtement of villeD vyon nd ve rvreF et the opposite some rurl déprtements re sujet to this outome s wellF he déprtement of vozère is good exmple of suh seF his ft proves two points X (rstD reverse uslity etween growth nd rtios we use in the eonometri model is not tully highD seondD on respet to the previous fts the intertion term we put inside is ll the more interesting sine rtios9 (gures re heterogeneousF 6 Results his setion is divided on two prtsF e disply results of the (rst set of regressions in one hnd nd results on innovtion on the otherF 6.1 Growth results htever the tested modelD ll results onverge to the sme pointF vol nking is more orrelted with growth thn deposit nkingF es we think of the intertion term is of high importneD regressions re implemented to ompre results s this one inluded in or notF le P nd Q gives the resultsF vet9s del in (rst with eqution @IAD qh per pit growth nd the (rst nking rtioF goe0ients of interest re positives @α = 0.1 8 γ = 0.05A nd signi(nts @p α = 0.001 8 p γ = 0.04A wheres the whole model is quite explitive sine R 2 = 0.46 @gfF pigure I for mrginl e'et grphsAF qrowth is relted with lol nking nd the reltion is ll the more strong sine the re is industrilizedD results re suggestingF xote α = 0.04 8 p α = 0.001 without intertion term while R 2 = 0.41F hereforeD the intertion term gives de(nitely more grounds to the resultsF ht ours s the nking struture rtio shift c he shpe of result remins the smeF nlike with the (rst rtioD regression displys insigni(nt oe0ient s the intertion term sent @p α = 0.26AF rowever results keep the sme shpe when the intertion term inludedF goe0ients of interest re positives @α = 0.45 8 γ = 0.25A nd signi(nts @p α = 0.002 8 p γ = 0.009A 12 while the whole model is quite 12. Let's a short explanation of results. According to the graph about marginal eect of the second banking structure indicator on GDP per capita growth as the importance of non agricultural production change, if an exogenous shock increases BS 2 by 0.1 point (what correspond to 1/30 of max BS 2 -min BS 2 ) GDP per capita growth rises up by 3% II explitive @R 2 = 0.40AF ell in llD onlusions give evidene of lol nking nd xe size interloking in the proess of qh per pit growthF ht is the shpe of result s looking on xe per pit growth nd the (rst nking rtioF goe0ients of interest re still positives @α = 0.11 8 γ = 0.06A nd signi(nts @p α = 0.009 8 p γ = 0.04A wheres the whole model is quite less explitive thn efore R 2 = 0.23 @gfF pigure P for mrginl e'et grphsAF nlike previous resultD nking oe0ient turns insigni(nt s the intertion term withdrwnF sn other wordsD lol nking promotes xe per pit growth s long s initil xe highF sing the other inditor of nking struture provides very interesting results s wellF tillD nking oe0ient turns insigni(nt s the intertion term withdrwnF sn other wordsD looking on mrginl e'et of BS 2 on xe per pit growth s lN AP hngesD gives evidene of the intertion interest 13 F ell in llD results seem to rule out simultneity is s α insigni(nt s long s the intertion term is withdrwn 14 his prove tht eonomi growth is more relted to lol nks thn deposit nks t lest on indusE tril resF vol nking nd industry re thus strongly tied in the growth proess s mrginl e'et grphs re suggestingF vong term lonsD informE tion symmetry nd investment needs re proly the min spets of the phenomenF vet9s look on results with eqution @PAF pirstD deposit nking oe0ients re never signi(ntly orrelted with qh nd xe per pit growthF eondD lol nking is positively orrelted with qh per pit growth with nd without intertion termF hirdD the intertion term is signi(nt s the dependent vrile is qh per pit growthF pourthD lol nking is positively nd signi(ntly relted with xe per pit growth s long s lol nking intertion term elong to the regressionF R 2 still rises up drmtilly s the intertion term is inluded in the modelF o sum upD those results on(rm the previous onesF on the whole period as lN AP = 2 while it rises up by 0.9% as lN AP = 1. The eect of BS 2 could even be negative as lN AP < 0.7 (what correspond to the 25 percentile point). Note lastly that standard errors shape gives evidence of strong signicance of results.

13. according to the related graph, as it increases by 0.1 point, BS 2 rises up NAP per capita growth by 3% as lN AP = 2. Also, this outcome turns to 0.8% as lN AP = 1.

14. note also that, given the shape of the banking structure ratios, a bias exist if deposit banks dependence to GDP per capita growth is dierent to the one of local banks. Hence, coecients are negatively biases as deposit banks dependence is superior to the one of local banks. Also, coecients are positively biases in the opposite case. The direction of the bias is quite dicult to assess but it would be doubtful that simultaneity bias caused alone the sign of the estimated coecients. On the contrary traditional literature on the topic gives evidence of higher growth dependence of deposit banks, at least in the American case (see for instance James 1981). IP 6.2 Innovation results esults go to similr diretion out innovtionF snnovtion is positively nd signi(ntly orrelted with the nking rtio s regression on eqution @QA is telling us @a = 0.45 8 p a = 0.02AF sn other wordsD innovtion is relE ted with the more lol nking déprtementsF elsoD results of @RA nd @SA onverge to this onlusionF vol nk rnhes per pit is positively nd signi(ntly orrelted with innovtion @a = 0.13 8 p a = 0.06A while totl nk rnhes per pit is not @a = 0.10 8 p a = 0.14AF he more the lol nking mrket shreD higher the innovtion (guresF edding qh per E pitD enterprises per pit nd popultion density do not hnge the resultsF vstlyD ootstrpping tests do not ring out di'erenes in results s wellF esults remin highly positive nd signi(nt s we withdrw temporl dummiesF elsoD the ontrst is stronger s we ompre results with @RA nd @SAF vstlyD his point is highly enourging ording to the mrket for ptent issueF sf suh mrket ws existing long the period oth temporl nd geogrphil (xed e'et should e highly signi(ntF sndeedD ording to vmoreux 8 okolo' @PHHIAD suh mrket should dwindle signi(ntly ptent deposit shre from rurl resF vet9s spek lstly out ontrol vrilesF he shre of industril output nd (rms verge size re rrely signi(nt nd often negtively orrelE ted with the inditor of innovtionF gorreltion with urnized popultion should e t plyF st might prove lso tht proility to provide useful innoE vtion is not diretly relted with industriliztionF vstlyD it might e due to lrge industril (rms relutne in providing informtion on their reserhF roweverD if suh points deep nd lrgeD (xed e'ets should ritilly hnge the resultsD wht is not the se hereF 7 Interpretation of results hy should lol nks e more relted with growing industry s results re suggesting c snformtion mngement is the key point of understndingF gompre to deposit nksD euse they elong to lol usinessesD lol nks get high ptitude to ring funds to riskier lientsF heir knowledge reE dues symmetries of informtion nd helps (guring out (rms vlues @ferger 8 dell IWWTAF hey seize high vlue dded projets nd void nti seletion proessF purthermoreD euse of their lol position lol nks prevent moE rl hzrd through reputtion osts thretF sn other hndD smll size helps fing unusul situtions y dpting funds to lient needsF ell in llD E urte knowledge gives lol nks the ility to selet the most promising IQ (rms of the reF roweverD wht redit devies were used c eording to xishimur @IWWSA lol nks from industril distrits provided long term lons through ills renewing nd dvne in ountF elsoD lol knowledge helps them issuing nd deling lol ompnies9 shres @gfF vesure 8 lessis PHHRAF sn other wordsD unlike deposit nksD lol nks were not limited to ommeril reE dits 15 F eording to vesure @PHHWAD ommeril portfolio in IWIH represent SH7 of regionl nk9s 9other redits9 nd IPH7 of deposit nk onesF es long term lons re spei(lly needed y industril (rmsD suh outome on(rms the higher lol nks ility to lend to 4modern4 setorsF reneD why should lol nk (gures e orrelted with innovtion ones c the nswer stems from industryD innovtion nd investment reltionsF esults entil two possile explntionD depends on the uslity diretionF pirstD inE novtion exists efore nking reltionsF rereD lol nks help (nning investment of the relted projetF eondD nking reltion is nterior to inE novtionF es long s expeted returns re relted with invention nd tehnil improvementD lol nks seletion promotes @diretly or notA this innovtionF 7.1 Investment credit, local banking and innovation his setion dels with reverse uslityF ht therefore mens the usE lity c rereD is it euse (rms were innovtive tht lol nk rnhes were numerous ompre to deposit nk ones c sn other wordsD does innovtion give dvntge to lol nking c feuse innovtion entils investmentD loE l (rms need long term lonsF nlike deposit nksD unle to provide suh fundsD lol nks re more suited to do usiness with innovtive (rmsF es nking pro(t of the re depends on long term reditsD lol nks re more pro(tle here thn outsideF his might e one reson for innovtion nd lol nking orreltionF yviouslyD s investment level depends more to industril tivitiesD we should get positive orreltion etween industryD lol nking nd xe nd qh per pit growth s long s lol nks e0ientsF ht is wht we found espeilly through intertion terms resultsF hereforeD innovtive (rms from industril res get redit to lol nks wht inreses investE mentD produtivity nd growthF e quite di'erent story is however t ply if we hnge the diretion of uslityF 15. Archives of the Banque de France gives examples of deposit banks' exclusion from local businesses. For instance, as the Banque de France chose to set up a branch in Cherbourg, inspectors reported the Société générales' inability of doing business with local rms as proved by its small volume of credits. IR 7.2 Bank relationship, selection and innovation his seond prt dels with nk seletion e'etF e ouple of theories rises up ording to lol nk lending ilitiesF essume (rst tht lol nks n not provide funds to ll pro(tle (rms of the reF feuse they hve good privte knowledgesD lol nks re however le to selet those promising highest expeted returnF es long s expeted returns of lol nks re relted to (rms9 dynmismD lol nks selet (rms with highest innovtive feturesF essume now tht lol nks re not onstrints nymoreF ine informtion is ostly to poolD they my hoose to invest in reltionship ording (rms expeted returnsF tillD lol nks selet promising nd innovtive (rmsF row ringing more ground to this thesis c feuse of redit onstrintsD remining (rms should not e le to survive in the long run in oth sesF reneD nything improving lol nks lending ility should redue the nkrupty rteF row to prove this point c he nswer entils two dditionl issuesF pirstD wht oserving ft might inrese lol nks lending on the period c eondD wht model might underpin this ft c es rgued y fzot @PHIHA fnque de prne rnhes helped lol nks oping with liquidity onstrints s deposit nks rose up their usiness networkF elsoD sine deposit nk glened the fnque de prne usinessD this one ws urge to (nd new usiness prtnersD s wellF sn other wordsD fnque rnh trnstions were prtiulrly useful to lol nkers nd vieEversF vesure @PHHQA reports tht the redisount portfolio ws mde up of VQ7 of lol nk ills in IVVH nd IWIHF upply nd demnd were there to elerte the unionF he fnque de prne ws thus highly inited to enhne its rnh network long the periodF hereforeD oserving nkrupty rte evolution due to fnque de prne geogrphil expnsion is good strting point 16 F he model should lso implements intertion term to th the point we re interesting forF he testing model is so X

B i,t = ζ LOC P OP i,t +µBQ i,t +ψ LOC P OP i,t * BQ i,t + j β j CON T i,j,t +T t +u i +φ i,t (6) 
BQ i,t is the numer of fnque de prne rnhes divided y the déprE tement sizeF gontrol vriles re X qh per pitD innovtion rtioD (rm verge size nd shre of urnized popultionF he nkrupty rte @B i,t A is the numer of nkrupty per enterpriseF egressions results re highly onsistent with the hypothesis s ψ negE tives @= -0.16A nd signi(nts @p ψ = 0.02A @see tle R nd pigure QAF elsoD 16. Bankruptcy data are available in the "Compte générale de la justice civile et commerciale". IS looking on regression ID when it inreses y HFI point @wht orrespond to 1/12 of max LOC P OP -min LOC P OP s lulted in thousnd of inhitntA nE krupty rte dereses y I7 s SU CC = 0.2 @SH perentile pointAF his outome turns to HFT7 s SU CC = 0.4 @VH perentile pointAF ζ is positive @= 0.12A nd signi(nt @p ζ = 0.02AD suggesting higher nkrupty rte s lol nking usiness highF his ft (ts with the story we re telling out s long term industril redits re riskier thn short term ommeril onesF sn other wordsD redits to investment nd innovtion entil more risk so more filureF esults re quite the sme s we withdrw (rm9s verge size nd shre of urnized popultion from the regressionF edding deposit nk per inhitnt does not hnge the results wheres this vrile is not sttistiE lly signi(nt 17 F ustituting (xed e'et y rndom one does not hnge the results s wellF 7.3 Synthesis htever the uslity t ply lol nks ring out xe per pit growthD either through investment or seletion of good projetsF vet9s spek more on the overlpping seF st is indeed prole tht oth e'ets ply in the sme timeF essume tht invention leds smll (rm 18 to invest in new projetF essume (rst the investment ostlyF he (rm n not void externl (nneF st therefore sks for lol nk helpF ising lrge funds entil either onds or shre issuesF he nk rings it help through di'erent wysF pirstD it provides funds until onds nd shres re soldF es the period n e quite long suh lons entils some risks 19 F he nk hs thus to e sure of the (rm projetF eondD it helps to del onds nd shres using their lol in)ueneF hirdD it keeps some onds nd shres in vultF his third se is however quite rreF essume now tht (rms n use its own funds to (nne the investmentF roweverD rw mterils nd working pitl entils mssive demnd of reE ditD sometimes for more thn one yer @gfF xishimur IWWSAF es the projet nsentD the nk hs to know more on itD this is the reson why suh redits re most often provided y well informed insider lenders 20 F hereforeD y hoosing or not to ring funds to the (rmD the nk indiretly selets or not the projet 21 F 17. results on request to the author 18. as empirical facts are suggesting, patents deposit was rarely done by companies. 19. there are risk due to liquidity shocks, moral hazard, diculty of the rm and losses of better opportunities 20. belonging to the same industrial districts 21. Note that if the innovative rm collapses the related patent is lost as the inventor IT he nk mkes one of these hoies @depends on irumstnesA s long s the projet expeted gin mximize its pro(ts ording to the set of informtion villeF ell in llD s the nk helps the (rm to rise fundsD investment inreses the (rm produtivity nd its potentil growth levelF woreoverD s the nk hooses the most promising projets the (rm should e good enough to generte new innovtions in the futureF here is thus ouple of positive e'ets in the long runF 8 Discussions e would like to dd few points of disussionF pirstD s the fnque de prne ws min tor of the nking system in the periodD it might e useful to ssess its poliyD given those new resultsF eondD might deposit nks e ssessed through this outomeF hirdD do ris distrit mtter for interprettionF pourthD wht this study might told on the qershenkron9s deteF 8.1 Assessing the Banque de France policy sn reent ontriutionD fzot @PHIHA gve evidene on fnque de prne rnhes ility to improve (rm ess to reditF he union with lol nks were lso put in front of the demonstrtionF es the fnque only rought liquidity to lose torsD lol nks ould sustitutes previous reserves with sfe disountle ills s soon s the fnque rnh ws uiltF vol nks redits inresed wht redued liquidity onstrints in the re @s lso doE umented in tle RAF es this proess ws pplied with lol (rms s well @though sle wekerAD (rms were therefore urged to provide ommeril reE dit to their lientsF ell in llD fnque rnhes inresed redit development in signi(nt wyF roweverD does suh poliy inresed welth c sndeedD some fered tht lol nking resue keeps on the nking system with n rhi shpeF es deposit nks were the lterntive to lol nking t this timeD the fnque repel the sent of the former y keeping live the ltterF his point is thus strongly relted with the present inquiryF ine we proved tht lol nks were more le to ring out innovtion nd growthD t lest in industril resD fnque de prne poliy ws prt of this suessF nless redit deE velopment plyed negtively on eonomi growth in the sme time @wht can not pay for it. This fact is however caught by our data as we use the tax rather than raw patent number. IU seems improleAD the fnque de prne poliy proly helped promoting industriliztionF 8.2 What about deposit banks? iven though lol nking is more le to trigger eonomi developmentD the ssessment of deposit nk needs repprislF pirst deposit nks re prt of the system so their position in)uened the one of other nksF es doE umented y vesure @PHHWAD lol nks hnge their sset portfolios euse of deposit nks onstrintF sndeedD lol nks minly provided ommeril redits efore IVWH9sF he trend shift s deposit nks used their spei( dvntge to tke up this usinessF hereyD lol nks provided riskier @industrilA lons from this point of time s deposit nk ompetition rises upF he sme rgument might e used regrding fnque de prne poliyF heposit nk still triggered the fnque de prne union with lol nks so tht ny positive e'et of the fnque rnhes poliy hs to e ssessed ording to this ftF husD industril (nne we doumented here might indiretly depend to deposit nks expnsion of the lte sthF 8.3 Paris issue ell results we got withdrew the ris9 distritF husD is this hoie entils some ises nd unoserved e'ets reduing the qulity of interprettion c es ris is the min ity of ptent deposit one might rgue tht the empiril work inquires for hlf of the phenomenon onlyF hough this remrk orretD dding ris to regressions enhnes estimtions qulityF sndeedD ris gets mny lol nks whih the (gure grows up on the periodF edding ris in the dt genertes isolted pointsD in spite of (xed e'etsF husD this hoie might hve (nlly plyed ginst usF enother is might stem from the gp etween ris nd the rest of prneF yne ould rgue tht ris provided the elite to the rest of the ountryF woreoverD innovtion from ris might e the most importnt onesF he (rst issue does not mtter tully s the importnt point is not the whole innovtion proess ut the reltion etween lol nkingD innovtionD investment nd industril produtivityF he seond issue is solved through qulittive nlysisF yserving ptent desription s told in the 4ulletin des lois4 rings informtion on ptents types nd their expeted in)ueneF por instneD ptents for ommeril purposes should e less in)uent thn indusE tril onesF eurte inquiry of the soure gve no evidene of outperforming ptents in risF IV 8.4 English and German banks eciency ht n e dd to the qershenkron9s dete on the light of this new studyF es the inglish nking system very onentrtedD results suggest qerE mn dvntge through informtion mngementF yn this respetD trditioE nl rgument re let downF reneD qermn nking struture might e good in promoting growth euse of its ility to know more on industril needsF es told y the present modelD industril (nne ring growth out through seletion proessF epresenttion to (rm9s ord does not mtter nymore sine nks trigger industril progress y seletion of the most promising (rms @nd projetsAF his point might thus e done neither y in)uening (rms diretion nor y providing mssive redit lonsF roweverD omprison is quite trikyF vol nks spei(ities re numeE rousF por instneD lol knowledge is proly higher for prenh lol nks thn qermn universl nksF woreoverD inglish joint stok nks were proE ly less 4timorous4 thn prenh deposit nksF es fr s we knowD inE glish nks got more redit tools to ring out industril progressF por instneD inglish nks rrely provided lons through ommeril disount devie @gfF vesure PHHWAF sn other hndD eh nking system is spei( nd follow its own pthF por instneD elthough well suited to (nne smll industries @quinnne PHHIAD qermn redit oopertives hve no usiness room in prne nd inglndF es onsequeneD qermn dvntgeD if nyD might stem from lose inE dustril onnetionF et the oppositeD inglish disdvntgeD if nyD might e relted to 9distne9 22 with (rmsF fut we must sty prudent s oth might depend on remining ntionl institutions @gfF rll nd oskie PHHI for n introdution on this pointAF hereforeD institutions interloking might rings more lues on resons of nking spei(itiesD preventing ny onlusion wiE thout deep inquiry out ntionl glol struturesF 9 Conclusion his pper rgues tht nking struture mtter for development in prneF e espeilly show drmti lol nking in)uene on this resE petF his result is not due to lol nks size ut stem from their ility to gther nd use informtionF et the oppositeD deposit nks struture prevent them to get preise informtion prtiulrly needs to lend into 4omplex4 enE vironmentsF hereforeD euse industril redits re unertin per seD lol nks were so reltively more pt to sustin industril projetsF yn this resE 22. distance is either cultural or geographical but the former is probably more at stake. IW petD innovtion nd lol nking reltionship is the empiril justi(tion of suh theoretil positionF gonlusions re hrd to trnspose ut they might shed some lights on the e0ient nking struture deteF por instneD s qermn nking sysE tem ws more dispersed thn inglish oneD qermn industril suess might ome from informtion mngement rther thn spei( fetures of qermn universl nksF gredit oopertive were thus more likely to hve in)uentil position in the qermn industriliztion proessF yn the other hndD s inforE mtion mngement depends on the nk sizeD nk mergers might hmpers innovtive projetsF st is ll the more true sine ntionl industries elong to industril distrits whose informtion do not get outF husD lrge nks re not neessrily the est eonomi option s they hve no ility to gr lol nd preious knowledgesF yn the other hndD this pper gives evidene of possile nking mrket ine0ienyF his point stem from the nking mrket per se s ompetition emerges from deposit nd redit sideF yn this respetD even though lol nks hve the ility to sustin innovtionD investment nd growth due to spei( dvntges on redit mrket sideD they re not le to ompete on deposit mrket sideF hereforeD some lol nks might su'er from liquiE dity onstrints due to ompetition on deposits nd sfe @liquidA ommeril reditsF vstlyD ording to trnstion ost theoryD present trnstion osts reE dution @espeilly through informtion nd ommunitions tehnologiesA might diminish (rms verge size y lloting wide prt of the prodution to speilized wisF purthermoreD y introduing ongestion osts into moE dels of eonomi geogrphy urugmn 8 enles @IWWSA designed theoretiE l pth for setorl diversi(tion s empirilly showed y sms 8 zirg @PHHQAF hereforeD setors diversi(tion nd (rms deentrlistion should enhne the (gure of innovtive wis in the futureF he wy those (rms will improve their produtivity nd redue their osts is thus n importnt issueF ine smll nd medium size (rms re hrd to survey quntittivelyD spei( knowledges re needed to (nne themF es onsequeneD ording to this ontriutionD lol nking tivities should potentilly perform new (nnil solutions in the futureF bibliography eghionD F rowittD FD 4indogenous growth theory4D ws pressD IWWV PH elessndriniD FD resiteroD eFD pFD zzroD eFD4he e'et of rossEorder nk mergers on nk risk nd vlue4D niversità oliteni delle wrhe uderni di disussion @PTTAD PHHT elessndriniD FD resiteroD eFD pFD zzroD eFD 4fnk size or distne X wht hmpers innovtion doption y wis c4D niversità degli tudi di enonD uderni di ier @QHRAD PHHU fzotD qFD 4gredit gonstrints nd histneD ht oom for gentrl fnE king c he prenh ixperiene @IVVHEIWIQA4D iED PHIHF fergerD eFD xFD heoungD FD 4ehnologil progress nd the geogrphi expnsion of the nking industry4D tournl of woneyD gredit nd fnkingD volF QTD x¦TD PHHT fergerD eF xFD willerD xF rFD etersenD wF eFD jnD F qFD teinD tF gFD 4hoes funtion follow orgniztionl form c ividene from the lending prE ties of lrge nd smll nks4D tournl of pinnil ionomisD ilsevierD volF UT@PAD pges PQUEPTWD wy PHHSF fergerD eF xFD dellD qF pFD 4niversl nking nd the future of smll usiE ness lending4D sn unders eFD lterD sFD pinnil ystem hesign X the gse for niversl fnkingD furr idgeD sv X srwin ulishingD IWWT glomirisD gF FD 4he osts of rejeting universl nking X emerin (E nne in the qermn mirrorD IVUHEIWIR4D in vmoreux 'D goordintion nd snformtionD IWWS gpieD pFD gollinsD wFD 4fnks industry nd (nneD IVVHEIWIR4D fusiness ristoryD volF RI@IAD IWWW getorelliD xFD qmerD wFD 4fnking mrket strutureD (nnil depenE deneD nd growth X interntionl evidene from industry dt4D tournl of pinneD volF IHTD x¦PD PHHI gomesD FD vfourdeD wFD hisseD tFD outinD tFD 4he rise nd fll of sptil inequlities in prne X e longErun perspetive4D i orking E persD PHHV idwrdsD tFD ygilvieD FD 4universl nks nd qermn industriliztion X repprisl4D ionomi ristory eviewD volF RW@QAD IWWT 
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