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Förord 

Att doktorera är ofta ett ensamarbete, men att skriva en avhandling är verkligen inget 

man gör på egen hand. För den här avhandlingens existens har jag väldigt många att 

tacka. 

 

Jag vill först tacka min älskade familj, Erika, Samuel och Alexander. Trots att vabb, 

dagishämtning och vakna nätter ibland gjort det svårt att få något gjort vissa dagar, tror 

jag att jag har min fru och mina barn att tacka för att avhandlingen blivit skriven så pass 

tidsenligt som den faktiskt blev. Myten att småbarnsföräldrar blir effektiva på jobbet har 

stämt på mig. Jag har verkligen försökt göra det mesta av arbetstimmarna, för att sedan 

kunna vara hemma när jag är hemma. Det är ju dessutom så att allt som händer hemma 

är mycket viktigare än ett jobb eller karriär. Vad är pappas alla papper mot att gå och 

gunga, titta på djuren på Skansen, bygga med lego eller att läsa sagor. Nu när en väldigt 

hektisk vår går mot sitt slut hoppas jag att vi kommer få mycket tid för allt sånt, och sol 

och bad, i sommar. 

 

Trots den kraft jag kunnat hämta hemma, har det dock helt klart funnits perioder när 

tiden inte räckt till. Att vardagen har gått ihop trots allt är mycket en förtjänst av mina 

kära föräldrar, Hans och Elisabeth, och svärföräldrar, Urban och Helena. Vi är så 

tacksamma för all hjälp och stöd vi har fått under alla dessa år. Jag förstår inte ur vi 

skulle ha klarat oss utan er. Ett stort tack också till Frida och Dusty för all hjälp, det har 

gjort stor skillnad för vårt vardagspusslande. Som ni vet har ni båda också fått två stora 

små fans i våra pojkar som ser fram emot varje gång vi ska ses. Förhoppningsvis blir det 

hos er innan året är slut. Jag vill också tacka min syster Viktoria, och hennes Fredrik och 

Linnéa för allt stöd och all uppmuntran under de här åren. Det har varit viktiga 

andningshål att få träffas och se kusinerna leka och utvecklas. Jag ser fram emot lata 

dagar i stugan i sommar tillsammans. Och att se det nya huset! 
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För mitt danande som forskare har jag många kollegor och vänner att tacka. Mina 

handledare, Hans Sjögren, Mats Larsson och Sverre Knutsen har jag så klart extra 

mycket att tacka för. Genom Hans stöd fick jag möjligheten att påbörja min 

doktorandutbildning vilket jag sett som ett fantastiskt privilegium. Jag har verkligen 

försökt göra det mesta av denna tid. Jag vill också tacka Hans för att ha låtit mig följa de 

forskningsfrågor jag själv tyckt mest intressanta, och samtidigt sett till att min tidsplan 

hållits (nästan). Jag har även Mats att tacka för att jag lyckats ta mig till målsnöret. Till 

Mats har jag kunnat vända mig nästan närsomhelst med frågor och idéer och jag har 

verkligen uppskattat din hjälp och ditt engagemang för mig och mitt arbete. Sverre har 

på samma sätt delat med sig av sina stora kunskaper och gett mig råd och synpunkter 

som tagit min forskning framåt. Jag hoppas få tillfälle att hälsa på i Oslo snart igen (och 

gå på restaurang!).  

 

Utöver mina handledare följer här en lång rad personer som gett mig uppmuntrande 

ord, förslag och konstruktiv kritik genom åren som väldigt ofta drivit min forskning 

framåt på olika sätt (i bokstavsordning): Peter Andersson, Carl-Magnus Bjuggren, Oskar 

Broberg, Nils Brunsson, Juan Carlos Estebil, Axel Hagberg, Peter Hagberg, Göran Hägg, 

Elias Håkanson, Pernilla Ivehammar, Tor Jacobsson, Samuel Jenkins, Camilla Josephson, 

Martin Korpi, Martin Kragh, Tom Kärrlander, Håkan Lindgren, Jan Lindvall, Mikael 

Lönnborg, Tom Petersson, Enrique Rodriguez, Christofer Rydland, Bo Sjö, Gustaf 

Sjöberg, Anders Ögren och Frida Östman. 

 

För denna avhandling har jag genomfört en rad intervjuer som bidragit mycket till min 

förståelse av Bankinspektionen under 1980-talet. Jag vill utrycka mitt stora tack till 

följande personer som givit av sin tid, sinna minnen och kunskap: Kjell-Olof Feldt, Mats 

Ekström, Stefan Ingves, Mats Josefsson, Clas-Göran Källner, Clas Norberg, Gabriel 

Urwitz, Anders Sahlén, samt, Erik Åsbrink. 
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Jag vill också tacka Heather Forsyth som gjort ett fantastiskt jobb med att språkgranska 

avhandlingen. Stort tack även till arkivarierna på Riksarkivet i Arninge, där stora delar av 

Bankinspektionens arkiv förvaras. För finansieringen av min doktorandutbildning vill jag 

tacka Sparbankernas forskningsstiftelse och Linköping Universitet. Jag har också 

tacksamt tagit emot ett resestipendium från Knut och Alice Wallenbergs Stiftelse.  

 

Stockholm, 7 maj 
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Introduction 

The academic interest in financial supervision and regulation has increased significantly 

in the last few years, for obvious reasons. The global financial crisis that began in the fall 

of 2007 has worked as a great catalyst for research on these subjects. This thesis is an 

example of this increased interest. The crisis among other things led to a rapid 

deterioration of many ‘truths’ about the way financial markets should be ordered, 

‘truths’ that had been valid just a few years earlier, and for a long time. The belief that 

market solutions were superior to state solutions has been the guiding force for the 

ordering of national and international financial markets for the last three or four 

decades.  

 

To facilitate the best conditions for ‘market discipline’ mechanisms, regulators during 

the pre-crisis period were focused on the harmonization of regulation and supervision 

to ‘level the playing field’ between different jurisdictions, markets and market 

segments. The harmonization of regulation was also intended to promote competition 

and to avoid a regulatory race to the bottom between countries. The integration of 

financial markets on a global level has also been an idea driving the regulatory reforms 

in the last three or four decades. When the crisis unravelled, this belief in market 

solutions for the ordering of financial markets became questioned and contested. And 

regardless if one believes that this ‘free market’ order was the main cause of the 

financial crisis, which now has turned into massive economic crises, we can today see 

that this order is about to be changed.  

 

After the default of Lehman Brothers in late 2008, the political, economic and academic 

leaders in most affected countries begun to call of major reforms of the financial 

‘architecture’.  Most financial crisis commissions and reports since have concluded that 

the market on its own has not been able to provide a stable and productive financial 

market order and that more and stricter regulation and supervision are therefore 
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needed.1 The proposals for reform are large in numbers. So far, they have ranged from 

forced reorganization of the financial markets (such as breaking up financial 

conglomerates, re-separate banking and securities business and regulating new market 

segments such as hedge funds and credit rating agencies); to new or reformed incentive 

structures (such as stricter capital and liquidity requirements, constraints on 

remuneration packages of managers and staff of financial institutes, reforms of deposit 

insurances and the creation of bank resolution schemes); to reforming the organization 

of financial supervision (for example the creation of supranational supervisory agencies, 

enhancing powers and resources to the IMF to act as lender of last resort, and the re-

organization of national regulatory and supervisory systems). Many of these issues have 

already generated new regulations and policies, and many more changes may come.   

 

The academic community has been actively involved in analysing the causes of the crisis 

and to propose how the financial markets should be regulated and supervised. From 

being a subject of comparatively marginal interest, the research on financial supervision 

has increased significantly in the last decade or so. Studies have concerned important 

matters such as the overall rationale for regulation and supervision2; the ‘mapping’ of 

national and international arrangements for the supervision of financial markets and 

                                                
1
 See for example: Beck, Torsten, ed. (2011), The future of banking, CEPR, A VoxEU.org eBook; Turner, 

Adair, and others (2010), The future of finance: the LSE report, London School of Economics and Political 

Science; Dewatripont, Mathias & Xavier Freixas, eds., (2012) The crisis aftermath: new regulatory 

paradigms, CEPR; de Larosiére, Jaques, (2009), The high-level group on financial supervision in the EU, 

European Commission; Financial Services Authority, (2009) The Turner Review: a regulatory response to 

the global banking crisis, March 2009 

2 Goodhart, Charles, Philipp Hartmann, David Llewellyn, Liliana Rojas-Suárez & Steven Weisbrod, (1998), 

Financial regulation: why, how and where to now?, Routledge 
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institutes3; alternative ways to organize the supervision and their pros and cons4; the 

independence and accountability of supervisors5; the competence of financial 

supervisors6; the ‘quality’ of supervision7; and the cost of supervision8. Yet, it is not 

controversial to claim that this body of research is fairly small, and that an independent 

                                                
3
 Barth, James, Gerard Caprio & Ross Levine, (2006), Rethinking Bank Regulation: Til angels govern, 

Cambridge University Press 

4
 Barth, James, Gerard Caprio & Ross Levine (2004), Bank regulation and supervision: what works best?, 

Journal of Financial Intermediation 13 (2004), pp. 205-248; Goodhart, Charles (2002) The organizational 

structure of banking supervision, Economic notes by Banca Monte dei Paschi di Siena SpA, Vol 31., No 1-

2002, pp. 1-32; Lastra, Rosa (2003), The governance structure for financial regulation and supervision in 

Europe, Columbia Journal of European Law, Vol 10, No. 49, pp. 49-68 

5 Hüpkes, Eva, Marc Quintyn & Michael Taylor (2005), The accountability of financial sector supervisors: 

principles and practice, IMF Working Paper, WP/05/51, International Monetary Fund; Quintyn, Marc & 

Michael Taylor (2002), Regulatory and supervisory independence and financial stability, IMF Working 

Paper, WP/02/46, International Monetary Fund; Lindgren, Carl-Johan, Tomas Balino, Charles Enoch, Anne-

Marie Gulde, Marc Quintyn, & Leslie Teo (1999), Financial sector crisis and restructuring. Lessons from 

Asia, IMF Occasional Paper 188, Washington D.C. International Monetary Fund 

6 Jackson, Howell (2007), Variation in the intensity of financial regulation: preliminary evidence and 

potential implications, Yale Journal on Regulation, Vol. 24, 2007, pp. 101-1939; Goodhart, Charles, Dirk 

Schoenmaker & Paolo Dasgupta (2002), The skill profile of central bankers and supervisors, Europan 

Finance Review, Vol. 6, pp. 397-427 / LSE Financial Markets Group Discussion Paper No. 377 

7 Delis, Manthos & Panagiotis Staikouras (2011), Supervisory effectiveness and bank risk, Review of 

Finance, Vol. 15, No. 3 July 2011; Barth, Caprio & Levine, (2006) 

8 Jackson, Howell & Mark Roe (2009), Public and private enforcement of securities laws: resource based 

evidence, Journal of Financial Economics, Vol. 93, 2009; Coffee, John, (1995), Law and the market: the 

impact of enforcement, Columbia Law and Economics Working Paper, No. 304; Goodhart, Charles (1988), 

The costs of regulation, in Goodhart, Charles, John Kay, Kate Mortimer & Andrew Duguid, Financial 

regulation – or over-regulation?, Institute of Economic Affairs 
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research field on financial supervision has not yet developed. We are still lacking explicit 

theories on financial supervision and supervisors.  

 

We can for example note that although there are many studies confirming that the 

organization of supervision varies greatly from country to country, very few academic 

studies have thoroughly investigated why this is so. National ‘tradition’ is generally seen 

as the main explanation for this although we know that national arrangements for 

supervision have changed significantly from time to time. We can also see that several 

studies have attempted to calculate the costs of financial regulation and supervision, yet 

there are few studies trying to empirically identify the benefits. The impact of financial 

supervision and regulation on the market, and vice versa, is also fairly unexplored in 

empirically based studies. Furthermore it is generally believed that the competence of 

financial supervisors is crucial for the overall ‘quality’ of supervision, yet only a handful 

of empirical studies exist that deal with this issue. In this thesis some of these issues are 

addressed based on empirical data on the Swedish history of financial supervision in the 

twentieth century. 

 

In general, historical studies may be suitable for building a scientific basis for addressing 

some of the current policy issues, as well as to develop theories on financial supervision 

and supervisors. The existing body of research on the origins and development of 

financial supervision and regulation show that many of today’s pressing policy issues 

actually have a long history, such as: the problems of mismatches between ‘rigid’ 

regulation and market dynamics; the attracting and retaining of competent supervisory 

staff; the appropriate way to organize supervision; and the gaps and overlaps in 

jurisdictions of different formal and informal supervisory bodies.  

 

Although the body of research concerned with the histories of financial supervision still 

comprises a small sub-field of financial history research, the number of studies has 
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grown substantially in recent years.9 In 2003, Kuppens, Prast & Wesseling edited the 

anthology ‘Bank supervision at the crossroads’, which includes several articles on 

banking supervision with a historical perspective.10 Following a conference in November 

2009 organized by the Bank of Italy  on the topic of ‘Financial market regulation in the 

wake of financial crises: the historical experience’, a report was issued with most of the 

participants contributing articles, of which many related to the development of financial 

supervision and regulation in relation to financial crises.11 In 2010, the European 

Association for Banking History published the anthology ‘State and financial systems in 

Europe and the USA: Historical perspectives on regulation and supervision in the 

nineteenth and twentieth century’ edited by Stefano Battilossi and Jamie Reis which 

includes several important accounts of the origins and changes of financial supervision 

in the US and in Europe.12  

 

For individual countries, a number of researchers have taken an interest in accounting 

for the development of regulation and supervision. The history of financial supervision 

in the US has been the subject of a comparatively large number of studies, covering 

matters such as: the establishing and histories of supervisory agencies (such as the 

                                                
9 The following overview of literature on the history of financial supervision is based on the literature that 

I have come across during the years, and it is hardly complete. Only studies written on English, Swedish 

and Norwegian have been accessed. 

10
 Kuppens, Thea, Henriette Prast & Sandra Wesseling (2003), Banking supervision at the crossroads, 

Edward Elgar Publishing 

11
 Gigliobianco, Alfredo & Gianni Toniolo, eds., (2009), Financial market regulation in the wake of financial 

crises: the historical experience, Workshops and Conference Publication, No. 1, Bank of Italy  

12 Battilossi, Stefano & Jamie Reis, eds. (2010), State and Financial Systems in Europe and the USA: 

Historical perspectives on regulation and supervision in the nineteenth and twentieth century, Ashgate  



16 

 

Office of the Comptroller of the Currency13 and the Federal Reserve14); the performance 

of supervisors during the Great Depression15; the development of the US systems of 

state and federal regulation and supervision16; and private sector monitoring agencies in 

the pre-Fed era.17 The US history is of course of particular importance given the 

important role of the US in the global financial system, but also because formal national 

level supervision first emerged in the US with the creation of the OCC in 1863. In many 

of the industrialized countries of Europe, similar organizations occurred first after the 

Great Depression or even the Second World War.   

 

                                                
13 Robertson, Ross, (1968), The Comptroller and bank supervision: a historical appraisal, Office of the 

Comptroller of the Currency; White, Eugene, (1992), The Comptroller and the transformation of American 

banking, 1960-1990, Office of the Comptroller of the Currency 

14 While, Eugene, (2011), “To establish a more effective supervision of banking”: How the birth of the Fed 

altered bank supervision, NBER Working Paper 16825 

15 Mitchener, Kris, (2005), Bank supervision, regulation, and instability during the Great Depression, 

Journal of Economic History, Vol 65, No. 1, pp. 152-185; Mitchener, Kris (2007), Are prudential supervision 

and regulation pillars of financial stability? Evidence from the Great Depression, Journal of Law and 

Economics, Vol. 50, pp. 273-302 

16 White, Eugene, (1983), The regulation and reform of the American banking system, 1900-1929; 

Mitchener (2012), the evolution of state bank regulation in the United States, paper presented at the 

conference Histories of financial supervision, Stockholm 5-6th of June, 2012; Calomiris, Charles & Gary 

Gorton (1991), The origins of banking panics: models, facts, and bank regulation, in Hubbard, Glenn, ed., 

Financial Markets and financial crises, University of Chicago Press 

17
 Gorton, Gary & Don Mullineaux (1987), The joint production of confidence: Endogenous regulation and 

nineteenth century commercial bank clearinghouses, Journal of Money, Credit and Banking Vol. 19, No. 4, 

pp. 458-468; Timberlake, Richard (1984), The central banking role of clearinghouse associations, Journal 

of Money, Credit, and Banking, Vol. 16, pp. 1-15 
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The history of financial supervision in European countries has been studied in several 

studies, such as Belgium18, the Netherlands19, the UK20, and Switzerland21. With the 

exception of Norway, there are still few studies that deal with this historical 

development in the Scandinavian countries, despite the fact that they were 

comparatively early to formalize financial supervision.22 The Swedish history of financial 

                                                
18 Maes, Ivo & Erik Buyst, (2009), Financial crisis and regulation: an overview of the Belgian experience, in, 

Gigliobianco, Alfredo & Gianni Toniolo, eds., Financial market regulation in the wake of financial crises: 

the historical experience, Workshops and Conferences; Maes, Ivo & Erik Buyst (2008), The regulation and 

supervision of the Belgian financial system (1830-2005), Working Paper Series of the Bank of Greece, No. 

77, 2008 

19 Mooij, Joke (2012), Co-operative agricultural banks and financial supervision in the Netherlands since 

1900, paper presented at the conference Histories of financial supervision, Stockholm School of 

Economics, 5-6
th

 of June 2012; Prast, Henriette, & Iman Van Lelyveld, (2004), New architectures in the 

regulation and supervision of financial markets and institutions: the Netherlands, DNB Working Papers 

021, Netherlands Central Bank, Research Department; Mooij, Joke & Henriette Prast, (2002), A brief 

history of the institutional design of banking supervision in the Netherlands, Research Series Supervision 

(discontinued) 48, Netherlands Central Bank, Directorate Supervision  

20 Goodhart, Charles, (2007), Financial supervision from an historical perspective: Was the development of 

supervision designed, or largely accidental?,  in Mayes, David & Geoffrey Wood, eds., The structure of 

financial regulation, Taylor & Francis, p. 51; Goodhart, Charles (1988), The evolution of central banks: a 

natural development?, The MIT Press 

21 Giddey, Thibaud (2012), The setting up and beginnings of banking supervision in Switzerland, 1935-

1943, paper presented at the conference Histories of financial supervision, Stockholm School of 

Economics, 5-6th of June 2012 

22
 Knutsen, Sverre (2012), Shifts in financial regulatory regimes and supervisory changes, Norwegian 

financial supervision since 1900, paper presented at the conference Histories of financial supervision, 

Stockholm School of Economics, 5-6th of June 2012; Ecklund, Gunhild & Sverre Knutsen (2000), Vern mot 

kriser? Norsk finanstilsyn gjennom 100 år, Fagbokbolaget 



18 

 

supervision has been the subject of a few publications of particular importance.23 The 

publications ‘Benckerts testamente’ and ‘Bankinspektör Folke von Krusenstjernas 

vitbok’ are based on the transcripts of the ‘secret’ notes of the two individuals that 

headed the Bank Inspection Board and its forerunners between 1888 and 1936. They 

are intriguing accounts of the work of the supervisors during these years, with emphasis 

on the banking crisis in 1907-1908 and the financial crisis in the early 1920s respectively. 

In ‘Banking and bank legislation in Europe 1880-1970’, the development of the Swedish 

banking regulation and the regulation of the Bank Inspection Board is accounted for, 

although in brief form. Most historical monographs of Swedish banks and bankers 

account for the relationship with the supervisors.  Outside the US and Europe, the 

Japanese history of financial supervision has been subject to a number of studies.24 The 

international development of financial supervision has been analyzed by a number of 

researchers.25 

                                                
23

 Sjögren, Hans, ed., (1994), Bankinspektör Folke von Krusenstjernas vitbok. Anteckningar från bankkrisen 

1922-23, Uppsala Papers in Financial History, No. 3; Fritz, Sven, W Kastner & Mats Larsson (1989), Banking 

and bank legislation in Europe 1880-1970: three studies, Uppsala Papers in Economic History, Working 

Paper No. 2; Söderlund, Ernst, ed., (1976) Benckerts testamente: konfidentiella anteckningar angående 

Bankinspektionens verksamhet, Samfundet för utgivandet av handskrifter rörande Skandinaviens historia 

24 Hotori, Eiji (2012), Japanese bankers, bank examiners and principles of prudence, 1873-1942, paper 

presented at the conference Histories of financial supervision, Stockholm School of Economics, 5-6th of 

June 2012; Shikano, Yoshiaki, (2012), The asset price bubble, financial supervision and bank loan 

problems: A Japanese case, paper presented at the conference Histories of financial supervision, 

Stockholm School of Economics, 5-6
th

 of June 2012; Hotori, Eiji (2011), The origin of prudential supervision 

in Japanese banking, 1857-1936, paper presented at the 2011 spring annual meeting of the Japan Society 

of Monetary Economics 

25 Goodhart, Charles (2011), The Basel Committee on Banking Supervision: a history of the early years, 

1974-1997; Grossman, Richard (2010), The emergence of central banks and banking supervision in 

comparative perspective, in Battilossi & Reis, eds., pp. 123-139; Schenk, Catherine (2010), The regulation 

of international financial markets from the 1950s to the 1990s, in Battilossi & Reis, eds., pp. 149-167; 

Maes, Ivo (2009), On the origins of the BIS macro-prudential approach to financial stability: Alexandre 
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While the main purpose of the thesis s to add to the research on the history of financial 

supervision in Sweden, a second purpose is to develop a theoretical framework for 

understanding and analyzing financial supervision and supervisors. The theoretical 

framework may be understood as ‘soft theory’, but is still believed to be of help to 

structure the empirical analyses and to point to some of the theoretical issues 

particularly relevant for financial supervision and studies thereof. 

 

The theory is rooted in institutional economic theory, with its core assumption that 

institutions (here financial regulations) are human constructs to order the world and 

reduce the uncertainties of the world for the economic actors. This perspective is 

attractive since it recognizes both potential benefits and costs of regulation. The more 

conventional ‘market failure’ perspective on financial regulation starts out with a 

relatively negative view on regulations as ‘the lesser evil’ to market failures.   

 

Institutional economic theory further emphasises the slow pace of institutional change. 

For studies concerned with financial regulation and their enforcement, this emphasis 

seems appropriate. The slowness of the regulatory process in relation to the dynamic 

and innovative financial market is especially problematic. Although the ‘rigidness’ of the 

regulation is a basic assumption of the thesis, it is also believed that the state have 

features of flexibility to adjust to the market changes. To account for this flexibility, the 

‘conventional’ institutional economic theory is here complemented with theories from 

the field of regulatory enforcement and bureaucratic work. In these research areas, the 

role of bureaucratic agencies as enforcers and implementers of regulations and policies 

is emphasized. The notion that the enforcer of regulations, such as a financial 

                                                                                                                                            
Lamfalussy and financial fragility, Working Paper Research, National Bank of Belgium, No. 176, October 

2009 
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supervisor, can be adjusted depending on the circumstances is adopted in the 

theoretical framework.  

 

The ideas above have led to the belief that financial supervisors can be understood as 

‘third-party enforcers’ of financial regulation. Institutional economic theory recognizes 

the importance of third-party enforcement. However, the third-party enforcer most 

commonly recognized in ‘conventional’ institutional economics is the court, which is 

‘third-party’ to the parties of a contract. However, in this thesis, it is argued that courts 

are only one type of ‘third-party enforcers’ of the state, and that not only contracts are 

in need of third party enforcement. It is here argued that regulations in the modern 

regulatory state cannot be seen as ‘self-enforcing’. Nor is it believed appropriate to see 

financial regulations as forms of contracts. Although regulations are similar to contracts 

in many ways, they also differ in important ways, such as in the distribution of incentives 

for their enforcement and compliance. The rejection of the assumption that institutions 

are ‘self-enforcing’ contrasts the theoretical framework developed here with most 

‘conventional’ institutional theories. The belief that most institutions need active 

enforcement has led to the proposal of adding the concept of ‘institutional organization’ 

to the conventional units of analysis: institutions and organizations. 

 

In the last two articles of the thesis, the concept of ‘regulatory regime’ is used to 

structure the empirical investigations. This concept is here understood as encompassing 

institutions (regulations), the institutional structure (administrative law and procedure) 

and the enforcer of institutions (the financial supervisor). The regulatory regimes of 

concern are those recognized in most regulatory regime literature, the ‘free market’ 

regime and the ‘state control’ regime. Similar to some researchers in this field, it is here 

assumed that transition periods from one regime to another are of particular 

importance.  
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The empirical data utilized in the thesis mainly concerns the supervision of financial 

institutes and market segments in Sweden from a historical perspective. The emphasis is 

on the twentieth century up until the financial crisis in the early 1990s. However, several 

dimensions of the history of financial supervision in Sweden are not accounted for, such 

as the supervision of insurance companies and savings banks. For a long time these 

market segments had separate agencies for supervision, and the story of these 

supervisors and their work is yet to be written. In addition, while the thesis contributes 

with an account of the Swedish history of financial supervision, it only makes anecdotal 

comparisons with the cases of other countries. The time for comparative studies of the 

development and origin of financial supervision are nevertheless well overdue. 

  

Theoretically, the thesis is mainly concerned with the organizing and organization of 

financial supervision, as well as the enforcement of financial regulation. It is therefore 

not primarily concerned with the financial regulation as such, although the enforcer 

naturally is affected by the design of the regulation. Although the design of institutions, 

such as financial regulation, is important, the thesis can be seen as a case for an 

increased emphasis on the processes by which these regulations are enforced and 

implemented.  

 

After this introduction, a relatively extensive account of the history of the financial 

supervision in Sweden until the early 1990s will follow. This account can be read both as 

an introduction to the articles that follow, or as a summary of what the subsequent 

articles are about. In the first article ‘Bureaucratic agencies as third-party enforcers’, the 

case is made for institutional economic theory to recognize other third-party enforcers 

in the state than the courts. In the second article, ‘Rigid regulation, dynamic markets 

and adaptive enforcement’ the theoretical framework is developed with the concept of 

‘adaptive enforcement’ suggesting how the enforcement of rigid financial regulation can 

be adapted to the changes of the financial market, for example after a broad adoption 

of an innovation.  
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The theoretical discussion is supported by a case study of the Swedish Bank Inspection 

Board’s adaptive enforcement of the 1911 banking act during the very dynamic 1910s 

which ended with a major financial crisis in the early 1920s. The third article 

‘Competence of financial supervisors and regime changes’ looks at the competence of 

the Swedish supervisors in terms of their work experience in the period of 1910 to 1990. 

The average work experience ‘mix’ of the staff is then related to the regulatory regime 

in which the supervisors were operating. In the fourth and last article, ‘A suspended 

referee in a new game’, the work of the Inspection in the 1980s is related to the role of 

the supervisor in the ‘state control’ regulatory regime after the Second World War. All 

four articles have been submitted to peer review journals that publish articles in the 

fields of institutional economics, regulation and financial history.  

 

It is my hope that this thesis will be seen as a contribution to the research field of 

financial supervision history which can provide crucial insights to many current policy 

issues, and as a source of some new approaches to the theoretical understanding of 

financial supervision and supervisors. 
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A history of Swedish financial supervision until 1991 

This article is concerned with the history of financial supervision in Sweden during the 

twentieth century. The focus is on the historical development of the supervision of 

commercial financial institutes, and how it relates to other processes of the Swedish 

financial history of its time. The supervision of savings banks and insurance companies 

will not be covered more than when those histories intersect with the story. The article 

will begin with giving a brief account of when supervision began before the start of the 

twentieth century, and then move as chronologically as is possible through the century 

until the creation of the Swedish Financial Supervisory Agency in 1991.  

 

The empirical account will be followed by brief reflections regarding the Swedish case 

and how it relates to a number of theoretical issues and to the historical development of 

financial and banking supervision in some other countries. Financial supervision is here 

understood as the frequent verification of compliance with financial regulation through 

different forms of on-site and off-site investigations. A financial supervisor is understood 

as a bureaucratic agency assigned with the objective of enforcing the financial 

regulation.26 

The regulation and supervision of banks in the nineteenth century 

Ever since the first commercial bank in Sweden, the Stockholm Banco (1657-1664), a 

royal charter was needed to start and operate a commercial bank.27 With the royal 

ordinance of January 14, 1824, this requirement was formalized in regulation.28  The 

charter, applied for at the ministry of finance, was valid for ten years after which the 

bank’s owners had to apply for a renewal. In order to receive a charter, the owners had 

to pay in the bank’s own capital and formulate bank statutes that among other things 

                                                
26 Wendschlag, Mikael (2012a), Bureaucratic agencies as third-party enforcers, in this publication 

27
 Wetterberg, Gunnar, (2009), Pengarna & Makten, Riksbankens historia, Riksbanken & Atlantis Förlag 

28 1824 års kungliga förordning angående inrättandet av enskilda banker eller disconter  
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stated the purpose of the bank, the types of services that the bank would offer and how 

and when dividend payments would be made. The charter requirement gave the 

government its primary tool for bank control in the first half of the nineteenth century. 

 

Bank supervision was not very developed. The scrutinizing of the bank’s operations and 

their overall compliance with the bank statutes and the regulations was sporadic and 

infrequent. On-site examinations mainly occurred in connection with the granting or 

renewal of a bank charter, or when a bank got into trouble.29 The off-site supervision 

mainly concerned assuring that the owners had paid in the bank’s basic capital and 

evaluating the bank’s proposed statutes.30 There was less concern with the actual 

running of the banks. The number of banks to supervise was quite limited, and in the 

early nineteenth century the Swedish central bank was by large the biggest bank in the 

formal credit market.31 This was of course the case in many other countries at the 

time.32  

 

From the 1830s, commercial banks were founded with a business model based on note-

issuing. They were partnership banks where the owners had unlimited liability for the 

bank’s losses. These banks mainly provided credit to commercial clients and mainly only 
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took deposits from wealthy individuals.33 Instead, small depositors were clients of the 

many small, local, non-profit savings banks that first emerged in Sweden in the 1820s. 

The savings banks would remain unregulated until the late nineteenth century, and 

exempted from taxation until the early twentieth century.34 The non-profit, small scale 

and regional character of the savings banks seemed to make strict regulation and 

supervision much less necessary than of commercial banks. 

 

The note-issuing banks with unlimited liability were, except for the charter application, 

also relatively unregulated until the royal proclamation of 1846 set up the general 

conditions for the issuing of private notes. 35 The act also stated how the banks’ 

compliance with the act should be verified. The bank’s board was to put together 

statements of the bank’s standing every quarter to the ministry of finance in the 

presence of a local representative of the King, normally a civil servant of the local 

County Administration. This person also had the right to demand the bank to send in 

additional reports if the King’s office so required and also to conduct on-site 

examinations of the bank offices in the county without notice, if ordered to do so by the 

King. Before the 1846 act, onsite examinations had been performed by the central 

authorities in Stockholm. Since banks now were found all over Sweden, the onsite 

examinations became very time consuming, and therefore sporadic.36  If misconduct 

was discovered by the king’s representative, the king had the right to revoke the bank’s 

charter.  

 

                                                
33 Lilja, Kristina (2010), The deposit market revolution in Sweden, in Ögren, ed. (2010) 

34 Petersson, (2010) 

35
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The purpose of the regulation and the supervision was mainly to assure that the note-

issuing right was not misused. Concerns about deposit losses were naturally not a major 

concern to the regulators since the banks mainly focused on commercial clients. The use 

of staff of the County Administration rather than someone from the central 

administration in Stockholm was natural, since the banks generally operated in a small 

geographical area, the largest commercial cities in Sweden, and often only operated a 

single office. The County Administrations had knowledge of the local conditions and the 

businesses and businessmen that the banks dealt with. This local-knowledge argument 

was frequently used during the following half-century to remain with a system of shared 

supervision between central and local government.  

 

Although the banking acts became more and more extensive throughout the nineteenth 

century, the system for the public’s control of the commercial banks that developed in 

the 19th century worked mainly through assuring that the banks followed their own 

statutes, which in turn was subject to the state’s (formally the King’s) approval. This 

system of statutes-enforcement enabled bank-specific control. This worked in a banking 

sector with few, small and un-complex banks. Over the course of the century however, 

the individual banks’ statutes became increasingly harmonized. When bank charters 

came up for renewal, more requirements on reporting to Stockholm were added. In this 

manner the Ministry of Finance started to require the banks to include in their statutes 

the obligation of the board to send in annual reports to the ministry and to publish 

summaries of these in the public press by the end of each fiscal year.37 

 

By the 1860s, a new form of commercial banks started to emerge: the joint-stock bank 

with limited liability. The creation of these types of banks had been made possible with 

the 1848 joint stock company act, which regulated these banks until 1886 when a 

                                                
37 Bihang till Riksdagens Protokoll, 1906, 6 Samlingen, 2 Afdelningen. 2 Häftet 



27 

 

specific joint stock commercial bank act created.38 The business model of these new 

banks was different from the ‘traditional’ partnership banks.  

 

The joint stock banks with limited liability were not permitted to issue notes and instead 

based their business on offering interest on deposits made by its clients. The bank 

earned its money through the difference between the interest paid on deposits and the 

interest charged on advances. It should be noted that the deposit-based business model 

was first implemented by a joint stock bank with unlimited liability in 1856, Stockholms 

Enskilda Bank. From the regulators’ perspective, the support for the idea of having the 

Riksbank become the sole issuer of notes was gaining support at this time, although it 

would take several decades before the idea was realized. 

 

The deposit-based business model was however becoming very popular by the last 

decade of the nineteenth century.39 They were also favoured by the political leadership. 

Like in Great Britain, experiences from banking crises led regulators to believe that the 

joint stock banks with limited liability were inherently more stable since they could have 

a much larger capital base than the traditional partnership banks.40  

 

When the banking sector developed and matured, the benefits of formal and general 

regulation increased and the costs of bank specific regulation increased. The 

                                                
38 Förordning om lag om aktiebolag den 6 oktober 1848; Broberg, Oskar (2010), Incorporation and 

financial modernization, in Ögren, ed., (2010), pp. 128-143  

39 Werin, Lars, ed., (1992), Från räntereglering till inflationsnorm – Det finansiella systemet och 

Riksbankens politik 1945-1990, SNS Förlag 

40
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USA, historical perspectives on regulation and supervision in the nineteenth and twentieth centuries, 

European Association for Banking History, Ashgate Publishing 
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transformation from a bank specific system of control to a formal and general bank 

regulation system worked through successively increased standardization of bank 

statutes in combination with more extensive and detailed bank regulation.  

The creation of a new profession and the centralization of supervision 

When the number of commercial banks increased, the bank-related work of the ministry 

of finance increased as well. The Minister of Finance was formally and ultimately 

responsible to the King for the collection of the bank information, the handling of the 

charter applications and preparation of material for regulatory changes, the compiling 

and publishing of monthly bank data, as well as for conducting on-site examinations of 

the commercial bank offices around the country. The King granted the bank charters, 

but generally followed the recommendation of the Minister’s reports.  

 

To assist the Minister, on June 18, 1868, a civil servant of the Ministry was assigned to 

handle the bank matters exclusively.41 The civil servant in question, C. G. Carlqvist, had 

in fact already been responsible for processing bank charters and other related chores 

for several years, so the appointment was merely a formalization of the going working 

order.42 The Minister was still responsible for making the executive decisions, but the 

preparation of the cases and the day-to-day work related to banks was conducted by 

this assistant. 

 

By the 1870s, Sweden’s industrialization entered a very dynamic phase that in the next 

three or four decades would transform the country’s economy. With the expansion of 

the railroad system, the export of Swedish agricultural, forestry and mining products 

could increase, generating profits that would finance improved production facilities. 

                                                
41
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Ögren, (2003), estimates that the average annual growth of the Swedish economy 

between 1873 and 1913 was 4.6 percent, despite the fact that this period includes 

several years of negative GDP growth.43 The banking sector, accommodating the 

industrial drivers of this economic development, developed as well.  

 

Figure 1: The number of Swedish commercial banks and their bank offices between 

1840 and 190044 

 

More and more commercial banks started to operate an increasing number of branch 

offices to provide services to the industry firms, whose facilities often were located 

close to the natural resources used in their production, such as ores, timbre, 

hydropower, etcetera, in the northern or inland regions of Sweden. Their trading offices 

were often located in one of the major costal cities, such as Göteborg, Stockholm or 

Malmö. The banks created networks of branch offices accordingly. 
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In 1874 an act regulating the note-issuing banks with unlimited liability came in force 

and it formalized and generalized the requirements put on the banks.45 This increased 

the amount of supervision work for the civil servant at the ministry of finance. For new 

partnership banks, it was no longer permitted to issue notes, but the notes of existing 

partnership banks were still in circulation.46 In 1876, the civil servant handling the bank 

matters was given the title Bank Inspector and received an assistant.47 The Inspector 

and his assistant performed on-site examinations, collected and compiled monthly data 

on the banks for the government. They also prepared aggregated data for publishing in 

the daily newspapers and for distributing to the banks themselves at request (of the 

own bank).  

 

The expansion of the railroad system in Sweden like in many other countries led to a 

speculation frenzy that ended with a major financial crisis in 1878-79.48 Several 

commercial banks were rescued from failure in a state-supported crisis management 

operation.49 The role and work of the bank supervisors before and during this crisis has 

not yet been subject to research, which it should.  According to the records of the 

Swedish economists association, in mid-1877 the Bank Inspector held a speech at one of 

the association’s meetings on the topic of “the economic disturbances during the last 
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few years”.50 Unfortunately the script of this speech has not been obtained as of this 

writing. His views on the crisis would of course be a valuable account. However, 

something about the supervisors’ work around the 1878-79 crisis can be said by looking 

at the number of onsite examinations performed by the Bank Inspector and his staff 

between 1870 and 1890. This is shown in the figure below. 

 

Figure 2: On-site examinations of commercial banks between 1870 -189051 

 

We can first note that the absolute number of onsite examinations performed per year 

was quite small during these years. Interestingly, something of a peak can be observed 

during the ten years around the crisis of 1878-79. We can also note that the number of 

examinations was particularly low during the two years when the crisis was at its peak.52 

Like in later crisis management operations, the supervisor was not a key actor in the 

crisis management operation during 1878-79, although we can see that it appears to 

have been very active before and after this ‘systemic’ phase of the crisis.  
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In 1883 a new Inspector took office, Knut af Petersén. According to Thunholm (1994) he 

was more focused on issues regarding the formalization of the banks reporting and the 

procedural aspect of the supervision than the operational supervision of the banks.53 In 

the figure above it is clear that the onsite examinations were not a priority of the new 

Inspector.  

 

For the banking sector, the crisis had some lasting effects. As mentioned earlier, the 

regulators started to favour the joint stock banks with limited liability over the 

partnership banks. A new act regulating the joint stock banks with limited liability came 

in 1886.54 The number of banks was reduced during the 1880s through mergers, and the 

number of branch offices was reduced as well. The mergers came to change the 

structure of the Swedish banking market, and as a consequence also the rationale of 

regionally organized supervision.  

 

When the commercial banks begun to operate more and more branch offices spread 

over a larger and larger geographical area, the County Administrations became less able 

and suitable to supervise them. The need for a centralized supervision started to 

become apparent. In 1889, a Bank Bureau was created within the ministry of finance, 

comprising the Bank Inspector and his assistant and in 1890 another assistant.55 After 

the crisis, the market development paired with the fact that the banking acts did not 

constrain the commercial banks from opening offices nation-wide, may be part of the 

explanation why, contrary to the USA for example56, commercial bank supervision 
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became centralized in Sweden. The assumption that this would be the most important 

explanation is however contested by the Norwegian case, in which the supervision of 

savings banks was centralized by 1925 while the savings banks were unit banks well 

after the Second World War.57  

 

In 1888 a new Bank Inspector was hired, Robert Benckert, who was to become one of 

the main architects of Swedish banking regulation and supervision during the next three 

decades. He appears to have been a more active enforcer of the banking regulation than 

his predecessor. Based on the protocols of the Bank Bureau, the number of on-site 

examinations seems to increase with Benckert’s arrival, although the total number per 

year has not been possible to calculate at this time. Benckert also seems to have 

entertained a dialogue with the banks and the banking industry much more than af 

Petersén.58 

The creation of the independent banking supervisory agency 

Overall, the 1890s was a decade of relatively high growth of the Swedish economy, and 

especially during its last half. The number of commercial banks started to increase again, 

almost all being joint stock banks. With the Riksbank act of 1897, enacted in 1899, it was 

decided that all private notes would be taken out of circulation gradually over the next 

five years so that the Riksbank by the end of 1903 would have the note-issuing 

monopoly.59 The Riksbank’s commercial banking operations had been reduced gradually 

over the whole nineteenth century, and by 1900 the its share of the formal credit 

market was down to 6 percent, while the commercial banks had 50, the savings banks 

19, and the mortgage institutes 13 percent respectively.60   
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An important factor for the development of the banking sector was that the 

government was very positive to the general population getting better access to the 

services that the banks provided. The increase in wealth that the economic 

development brought about also led to a growing part of the population being able to 

save some of their earnings for the future, and to have the incentives of taking a loan for 

improving the production of their own farm or small business. The increase in the 

number of banks and branch offices again called for more resources for the supervision 

of the commercial banks and the handling of new and renewed charters. 

 

Rather than hiring another staff to the Bank Bureau, a thorough investigation was 

conducted in 1905 to take a more general view on the future control of banks. The 

investigation was lead by the Bank Inspector of the time assisted by his two assistants, 

and when the investigation was finished in late 1906 it was strongly arguing for the 

creation of an independent supervisory agency, organized under the Ministry of 

Finance.61 The investigation listed a number of arguments for creating the agency.  

 

First, the growth of the bank sector required increased resources which would either 

require the Bank Bureau within the Ministry to expand or another organization to be 

created to take over some or all the work carried out within the Ministry. One could 

hardly dispute that the growth in the bank sector had not been met by an equivalent 

increase of the banking supervisory agency’s resources, as the investigation pointed out.  

 

Second, with a separate agency, the Minister of Finance would no longer be required to 

make the executive decision for the Bank Inspector to act. Not having to go through the 

Minister would speed up the Inspector’s handling of often urgent matters.  
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Third, and related to the second argument, the Bank Inspector had superior knowledge 

of the banking sector compared with the Minister. In the current working order, the 

minster was already left to trust the judgment of the Inspector in his decision making. 

The investigation stated that informally the decisions were in fact already made by the 

Bank Inspector for the reasons mentioned and so a formal shift in authority would do 

little but (again) confirm an already established working order.  

 

Fourth, in 1905 a government agency for the supervision of the insurance companies, 

the Insurance Inspectorate (Försäkringsinspektionen), had been founded.  In the view of 

the investigators, the supervision of banks was at least as important as that of insurance 

supervision. 62 

 

The investigation report suggested that the new agency should be given more resources 

and an executive board. The executive board would limit the Bank Inspector’s room for 

discretion, but would also relieve him of the pressure to make decisions himself. The 

new agency was suggested to be named the Royal Bank Inspection Board, (Kungliga 

Bankinspektionen). Like the Insurance Inspection the Bank Inspection Board would be 

fully funded by fees charged the banks under its supervision.  

 

The fee was not to exceed 0.01 percent of the banks’ total own funds as stated in the 

previous fiscal year report.63 According to its 1906 instruction, the Inspection Board was 

to inform the Ministry of Finance of how high the fee for each bank would be in the 

coming year. The county administrations would collect the fees and transfer them to the 

Ministry of Finance, which then would deposit them directly in a special account by the 
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Agency for Public Administration (Statskontoret) from which the agency would draw 

amounts to cover their monthly expenses. 

 

The Bank Inspector and his assistants were to receive attractive salaries to make them 

stay with the Inspection Board for at least a couple of years; the Inspector’s first annual 

salary was 7.000 SEK and the two assistants received 5.000 SEK. By comparison the 

managing director of the state owned Postal Savings Bank received 9.000 SEK for his 

services the same year.64 It was believed that an assistant of the Inspection would be 

attractive to the private sector after a few years and then be offered a position as a 

bank director. It was also argued that the assistant’s salaries needed to be equivalent to 

or higher than the highest ranked bank representative, normally the senior accountant, 

whom he would encounter during his inspections.65  

 

It is interesting to note that the investigation’s proposal was written during 1905 and 

presented in early 1906. Therefore it did not make any reference at all to the banking 

and stock market crisis that Sweden would experience in late 1907 and throughout 

1908.66 The arguments raised in the investigation for creating an independent agency 

instead were mainly concerned with the growth and expansion of the banking sector 

and the inconvenience of the minister of finance having the executive power. Similarly, 

the decision of the parliament in favour of the proposal was taken in November 1906, 

well before the banking crises that occurred about one year later.  
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When the agency started operating on 1 January 1907, Sweden became the second 

country in the world to have an independent state agency for bank supervision (The 

Office of the Comptroller of the Currency in USA was founded in 1863, and individual US 

federal states had supervisory agencies even earlier).67 Bank Inspector Benckert was 

formally appointed by the King’s office as the head of the new agency. The Inspector 

selected his staff by making recommendations to the Minister of Finance.68 For those 

familiar with Swedish financial history, it may be interesting to know that Oscar 

Rydbeck, a key figure in Sweden’s banking history in the interwar period (as head of the 

bank Skandinaviska kreditaktiebolaget), applied for but did not get the position as one 

of Benckert’s assistants.69 

 

The Bank Inspection shared office space with the Bank Bureau which remained in 

existence (headed by the Bank Inspector), until 1910. When closed, the Bureau’s 

objectives were distributed between the Ministry of Finance and the Bank Inspection 

Board.70  

Objectives and authority of the new agency 

The Inspection’s instruction of 1906 stated that it was authorized to require the banks 

to supply information about their operations at any time and to the extent deemed 
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necessary by the Inspection. The supervisory agency was also authorized to conduct on-

site inspections of any bank office under its supervision.71 

 

The new agency consisted of the Bank Inspector, his two assistants, one secretary, and 

two external members of the executive board. The Inspector and the secretary were 

trained in law, while the assistants appointed during the next few decades would be 

persons with some ten years of experience working in banks and other private financial 

institutes.72 In 1907, the external board members were Theodor Frölander, managing 

director of Sveriges Allmänna Hypoteksbank73, and Emil Kinander who among other 

things was managing director of the mining and metal industry organization 

Jernkontoret and a board member of the Swedish National Debt Office.  

 

Despite the competitive wages offered, the assistants of the Inspection, Axel Hallin and 

Eskil Terserus were soon recruited by the commercial banks. In 1910 Hallin became vice 

managing director of Bankaktiebolaget Södra Sverige, while Terserus became a director 

in Skånebanken in 1912.74 In 1910 the secretary Conrad Carleson took a position in the 

Ministry of Finance but soon moved on to become managing director of the book 

publishing company P.A. Nordstedt & söner. In 1917 he was Minister of Finance for just 
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over six months.75 Clearly the problem for supervisory agencies to retain competent 

staff is not a new one.  

 

The Inspection had a number of means at its disposal to enforce regulatory compliance. 

It could call upon the bank’s board of directors to not execute board decisions or to 

reverse decisions already put in force.  If corrections were not made the Inspection 

Board could “issue written reprimands or take the measures, which were deemed 

required.”76 Some of these measures included publishing reprimands in the press and 

calling an extra meeting of the bank’s board. If a bank had made losses equal to the 

reserve fund plus ten percent of the basic fund, the Inspection had the duty to require 

the bank’s board of directors to bring in external accountants to make a financial 

statement without delay. New owner capital would then be needed to rescue the banks 

from liquidation. The County Administrations still appointed the King’s local 

representative who took part in the preparing of the commercial banks’ accounting 

reports.   

 

With the 1903 banking acts, the differences between the joint stock banks with limited 

liability and the private banking houses had been greatly reduced. Since the latter no 

longer could issue notes, they also based their operations on taking deposits from the 

public for interest. The levelling of the playing field, the growing demand for banking 

services, and the political consensus on the benefit of developing the banking sector, led 

to increased competition between the banks. The extended regulation and supervision 

also contributed to a gradual decrease in the informal credit market’s share of the total 

credit market, which by the turn of the century was as much as 50 percent.77 
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The bank crisis of 1907-1908 

Already in the first month of its existence, the 19th of January, the Inspection hosted a 

meeting between the Inspector and the commercial banks’ managers regarding the 

banks’ participation in the share trade of their clients.78 Like the previous acts, the 

banking act of 1903 explicitly prohibited the banks from owning or trading in shares on 

their own behalf. However, with the booming Swedish economy at the turn of the 

century, the interest in owning and trading in shares had increased. The largest industry 

companies were in need of capital and were eager to become joint stock companies.79 

The stock market in Stockholm modernized in the first years of the new century, with 

the introduction of daily trade and price listings, the increased number of stock 

exchange members (from 5 to 20), and an increase in the number of shares contributed 

to a share market boom in the middle of the decade. The new members of the stock 

exchange were in fact the major commercial banks. 80 

 

By 1905 all major commercial banks in Stockholm in fact were operating fund brokering 

departments to accommodate their clients’ needs for trading and issuing securities.81 

The explicit separation of banks from securities in the banking act made for an 

uncertainty about the legality of this development. An investigation initiated by the 

parliament in 1906 concluded that the banks were acting within the realms of law as 

long as they only acted as brokers and did not trade on their own account.  
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Despite the committee’s conclusions, the Bank Inspector had observed that the banks, 

by permitting clients a few days respite on the payment of purchased shares as well as 

in delivering sold shares, in fact could sit with a significant amount of shares as collateral 

in between settlements. At the meeting in January 1907, the Inspector made the point 

that the banks therefore could end up with the shares if the buyer failed to pay or the 

seller failed to deliver. The meeting ended with some agreements between the 

Inspection and the banks about avoiding these kinds of precarious situations, but the 

banks’ mediating activities on the stock exchange continued. In mid-June 1907 the Bank 

Inspector stated his opinion that the share prices on the stock exchange might be 

stabilized if the major banks were permitted to trade and own shares directly, as he 

believed that the banks’ trade could set more stable price-norms on the shares.82  

 

Before any regulatory change could be initiated however, the American stock market 

crisis found its way to Sweden by the summer, by way of falling share prices. This 

became very problematic to many bank clients who had invested in shares during the 

boom with money borrowed from the banks. The problem was aggravated by the lack of 

oversight over individual borrowers’ total assets, deposits and loans. Unscrupulous 

borrowers could take advantage of this and take loans from several different banks 

simultaneously on name collateral, or same collateral.83  As a consequence several 

medium sized commercial banks got into severe difficulties.  

 

For the Bank Inspection Board, the next year or so was spent managing these institute 

crises. Incompetent managers were ‘persuaded’ by the Inspector to leave. The Inspector 

                                                
82

 Bankinspektionens arkiv, utgående skrivelser, Brev till Konungen, daterat den 14 juni 1907 

83 Nordberg, T, & David Davidsson (1909), Om misbruk af bankkredit och dess förhindrande, Ekonomisk 

tidskrift, Årg. 11, häft. 10 (1909), pp. 343-348; Söderlund (1976) 



42 

 

in some cases proposed their replacement. The banks were taken over by or merged 

with larger banks, operations in which the Inspection was very active.84  

 

In the 1907-08 banking crisis, neither the government nor the Riksbank intervened 

actively in the crisis, which at least the Riksbank was criticized for.85 One reason why the 

Riksbank did not intervene as a lender of last resort may simply have been that it had 

just become a ‘modern’ central bank, granted the note-issuing monopoly as late as in 

1903. Thus, it may not have been ‘accustomed’ to its own new organizational and legal 

form or to its role in the financial system. However, the Riksbank had participated with 

loans and guarantees in previous crises, so this interpretation may be wrong. 

 

The government’s decision not to intervene in the crisis management may to some 

degree have been due to the success of the Inspection in preventing it from becoming a 

larger crisis than it was. The fact that the banks in question were relatively small and 

regional may also be part of the explanation. Since the crisis did not lead to any bank 

defaults or loss of depositors’ money, this crisis has been understood as a minor one in 

Swedish financial history.  

 

Despite the banking crises of 1907-08, the Swedish banking industry succeeded in 

having the banking acts changed in 1909 and 1911, to permit the largest banks to trade 

and own shares.86 The successful lobbying may be connected to the apparent success by 

which the large banks, with the active mediation of the Inspection, had managed the 

                                                
84 Söderlund, Ernst, ed., (1976), Benckerts testamente: konfidentiella anteckningar angående 

Bankinspektionens verksamhet, Samfundet för utgivandet av handskrifter rörande Skandinaviens historia 

85
 Cassel, Gustaf (1907), Riksbanken under krisen 1907-1908, Stockholm 

86 SFS 1909:64; SFS 1911:74 Lag om bankrörelse; Fritz, Sven, (1990), Affärsbankernas aktieförvärvsrätt 

under 1900-talets första decennier, Fritze 



43 

 

failing banks in the preceding crisis. Given the extent of the commercial banks 

involvement in the securities trade already, the Inspection was in favour of the 

regulatory changes. In fact, the new type of bank created with the 1909 banking act, the 

share-issuing bank, (emissionsbank), was a suggestion of the Inspection.87  

 

A share-issuing bank could be formed by a group of commercial banks who met the size 

requirement stated in the 1909 act. The share-issuing bank was not permitted to take 

deposits from the public but could instead acquire and trade shares directly within 

limits. Through this arrangement, the regulators were believed to have created a barrier 

between the risky share trade and the depositors who should be protected. As soon as 

the 1909 act had been passed, however, the banks started to demand a new change to 

permit them to own and trade in shares directly rather than through the share-issuing 

banks.  

 

In 1911 the banking act was changed to allow the largest commercial banks to own and 

trade in shares on their own account, a change that the Inspection was in favour of. 88 

No share-issuing bank was ever formed.   

The banks securities trade and the financial crisis in the early 1920s 

The banks used their new share-owning rights to form ‘regular’ joint stock investment 

companies.89 Through these companies, the banks could acquire and trade in much 

larger volumes, basically only limited by the amount of credit granted the company by 
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the bank who controlled it. This was a clever circumventing of the limits formulated in 

the banking act in several ways.90 Except for overcoming the upper limits on permitted 

trade, the ‘regular’ investment companies were not under the supervision of the 

Inspection. The Inspection observed the ‘organizational innovativeness’ of the banks 

early on and attempted both to put pressure on the banks as main creditors to the 

investment companies, and to alert the regulators of the misuse of the permissions 

granted in the 1911 act.91  

 

When 1913 came to an end, Robert Benckert, who had been the Bank Inspector since 

1888, stepped down from the position as Bank Inspector and head of the agency. 

Benckert had been an important contributor to the modernization of the Swedish 

financial market order. While in office, he had sat in most regulatory committees related 

to the financial market between 1888 and 1913. Before becoming Inspector, Benckert 

had among other posts been the secretary of the Stockholm Trade and Shipping 

Committee (1875-1889), the forerunner of the board of the Stockholm Stock Exchange. 

92 And before taking the position as Bank Inspector, Benckert had worked for 15 years in 

the Stockholms Enskilda Bank.93 He was well respected and certainly put weight on 

matters that regarded the regulation and managing of banks. The experience of the 

former Inspector was retained until the end of 1916 as Benckert took a seat in the 
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Inspection’s executive board. His successor was Folke von Krusenstjerna, who was 

married to Elsa Benckert, the daughter of Benckert’s brother, Theodor.94  

 

The new Inspector had experienced a career similar to that of Benckert before joining 

the Inspection. He had been secretary of the Stockholm Shipping and Trade Committee, 

and then the director of the Stockholm Stock Exchange between 1906 and 1911. In 1912 

he became a director and board member of the Stockholm Enskilda Bank just like his 

father-in-law’s brother. Like Benckert, von Krusenstjerna too would have a place at the 

centre of the regulatory process throughout his term in office, which lasted until the end 

of 1936.  

 

After the enactment of the 1911 banking act, the Inspection had observed the banks’ 

increased exposure to the stock market, and in 1913 sent a report to the government 

arguing for a revision of the regulation to prohibit banks from owning shares in 

investment companies.95 With the outbreak of the war and the accompanying fall on 

the stock market however, the proposal was left unattended to in the coming years  

 

When the First World War broke out, the stock market fell sharply which led to trouble 

for many banks. A number of commercial banks jointly created Lånekassan af år 1914, a 

company which was to provide credit to the member banks with their securities as 

collateral.96 The arrangement resembles the clearing houses formed by American 
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bankers in some of the pre-1914 crises..97 The success of this private initiative, plus the 

relatively short period of market distress, may have contributed to the political decision 

not to reform the 1911 banking act. The decreased activity on the stock market in 1913 

and 1914 and the following decreased engagement of the banks may also have made 

the regulators believe that a revision of the act was unnecessary.98  

 

Once it looked as if Sweden would succeed in staying neutral, expectations of a large 

post-war demand for Sweden’s export goods drove share prices higher and higher. The 

Swedish stock market boomed in 1915. The turnover of the stock exchange went from 

around 50 Million kronor in 1915 to 1.586 Million in 1918.99 From a total of some thirty 

brokerage firms in 1914, over one hundred were trading on the stock market just five 

years later.100  

 

More companies wanted to issue securities to finance expansions of production capacity 

in order to meet the increase in international demand. The commercial banks assisted 

them by arranging share issuing and related services through their investment 

companies.101 The banks themselves traded extensively on their own behalf through 

their investment companies.  
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The lack of international investment opportunities forced Swedish investors to find good 

investments within the country. This contributed to the stock market boom. The ‘free 

market’ regulatory regime of the time, with the large availability of credit combined 

with the fierce competition between the banks, contributed to the war time boom and 

to very high inflation.  

 

The fact that the bank-controlled investment companies were not under its jurisdiction 

forced the Inspection to focus on the banks provision of credit to the investment 

companies. The valuing of the share prices used as collateral was one such focus. The 

Swedish Bankers Organisation (Svenska Bankföreningen) had, with the support of the 

Inspection, already in 1912 started to issue recommended prices for the most traded 

shares for its member banks to use.102 However, the banks were not forced to follow 

these, and not all shares were listed. In general, the Inspection’s style of enforcement 

became more formalized and a less accommodating reading of the laws.103 

 

In 1917 the submarine war in the Baltic and Nordic Sea greatly reduced the ability for 

Sweden to export its goods. The import had been limited since the beginning of the war. 

The inflation increased drastically which hid some of the real price fall on securities and 

real estate from 1918 and onwards. The high inflation made it difficult for the largest 

commercial banks to maintain their liquidity ratio, which required them to cover 20 

percent of the deposits with their equity. In 1917 this requirement was changed for the 
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largest banks to only having to cover 12.5 percent, permitting them to increase their 

leverage.104  

 

The share prices started to fall in 1918, and would continue to do so in the next years. 

When the war ended the import increased drastically which led to a depreciation of the 

Krona as well as an increased demand for the Riksbank’s gold. However, by early 1919 it 

became clear that the post-war boom would not be sustained. For the banks, who had 

lent huge amounts of money to the investment companies to purchase boom-priced 

shares, the fall on the stock market was devastating.  

 

In 1919 the private ‘bad bank’ Lånekassan af 1914 was revived in an attempt to permit  

the commercial banks to unload some of their now much less valuable shares. However, 

it was soon apparent that this would not be enough. The decision of the government to 

return to the pre-war gold standard exchange rate contributed to the crisis. The high 

inflation during the war was to be reversed by deflation through high interest rates and 

limiting the credit expansion. The shorter supply of credit brought about a massive drop 

in prices.  

 

This was according to the plan of returning to the pre-war par value of gold, but became 

very harmful for the industry and other sectors of the economy, at least in the short 

turn. The crisis was in full bloom in 1921. The deflation continued and the 

unemployment increased further. The industries, which had invested in new and larger 

production facilities and had increased their stocks during the war, were forced to 

accept much lower payments for their goods and were becoming unable to repay their 

loans to the banks.105  
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During 1916, The Inspection had been more intensive in its enforcement, requiring the 

banks to call in more collateral from their clients, and themselves to refrain from 

dividend payments and to inject new capital. But when the situation changed, it reduced 

the pressure on the banks somewhat.  

Figure 3: Total annual number of on-site examinations of commercial bank offices106 

 

Except for a change in enforcement style, additional factors can explain the reduced 

number of on-site examinations in 1917 and 1918. First, the large amount of mergers 

and founding of new banks in the second half of the 1910s required the staff to focus on 

‘off-site’ activities such as scrutinizing the terms of the mergers and the charter 

applications of new banks. Second, the staff turnover of the Inspection was very high 

during the war years, which may have obstructed the assignment of on-site 

examinations.  

 

As previously mentioned, the staff experienced from the banking crises in 1907-08 had 

left for jobs in the banking sector around 1910, and their replacements did not stay 

more than a few years. With the boom that started in 1915, they were offered positions 

and wages by the banks and other institutes that could not be matched by the 
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Inspection. The agency still only comprised of a handful of individuals, so each staff 

leaving greatly affected its overall ‘competence’. As a consequence, the Inspection’s 

staff on average had worked as supervisors just over three years when the crisis begun 

in 1920. The fact that most of the staff had long work experience from the banking 

sector when joining the Inspection was apparently not enough.107 

Supervision of securities added in 1920 

In late 1919, when the share prices were falling sharply, it was decided that the 

Inspection would take over the supervision of the stock exchange and the brokers from 

the Stockholm Trade and Shipping Committee.108 The Inspection was formally renamed 

the Bank and Securities Inspection Board. The speculation per se was one reason for this 

transfer of authority, the weak powers of the Committee to sanction misconduct was 

another. For the increased jurisdiction the reformed Inspection received close to a 

doubled annual budget. However, the inflation during these years made the real 

amount equal to what the Inspection had received in 1914, when it still only supervised 

commercial banks. 

 

According to the 1920 brokerage act and the Inspection’s new instruction, the agency 

now became responsible for ensuring that the stock brokers and the stock exchange 

was operating in accordance with current and forthcoming regulation and ordinances. 

The Inspection Board was to inspect the stock brokers and the exchange, and to use 

written reprimands to call upon the owners of the company to make the corrections 

that the Inspection saw as necessary.  
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The brokers were required to provide the Inspection with all the information it needed. 

Persons wanting to work as brokers were required to meet some criteria, such as being 

over 21 years of age, having knowledge of the stock market and the brokerage 

profession etc. The license could be revoked by the Inspection. 109 

 

The King’s permission was needed to operate a stock exchange, and the exchange was 

to be supervised by the Inspection. Already from the start however, the Inspection 

delegated the operational monitoring of the brokers and the trade on the exchange to 

the Stock Exchange’s board of directors, an arrangement which still is in effect. In Figure 

4, below, the number of on-site examinations of brokerage firms and brokerage 

departments of the commercial banks performed annually between 1920 and 1940 is 

shown.  

 

Figure 4: Total number of on-site examinations of brokerage firms and brokerage 

departments at commercial banks, 1920-1940110 
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In the first year after the Inspection became responsible for the supervision, a relatively 

large number of examinations were conducted. This high number may partially explain 

why the number of examinations was so low in 1921. 1921 was also the epicentre of the 

crisis when the securities trade was very limited. Except for the year 1930, the 

Inspection performed on average about 25-30 onsite examinations of securities brokers 

per year between 1921 and 1939. When the Second World War started, the stock 

exchange activity fell again. After the war, the ‘free market’ regulatory regime was 

transformed into a ‘state control’ regime which lasted until the late 1970s. During this 

regime, the Swedish stock exchange became very inactive. 

 

The strengthening the supervision of the brokers and the stock market in 1920 was not 

enough to prevent the share prices from falling and the banks’ investment companies 

from failing. The default of the investment companies led the banks to take over large 

portfolios of shares, which had been held as credit collateral. For the smaller banks, the 

development became so severe that they had to be taken over by one of the larger 

banks, again with the active participation of the Inspection.111 Many of the larger banks 

in turn were rescued by the Kreditkassan af 1922, a ‘bad bank’ founded by a group of 

commercial banks but supported by a huge fund guaranteed by the state. The state 

support enabled the Kreditkassan to provide the banks with credit, based on the banks’ 

share portfolios as collateral.112  

 

The Inspection did not have a key role in this stage of the crisis, but was as mentioned 

very active before and after the ‘systemic’ phase working directly with individual 
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institutes.113 Like in the years of the crisis in the late 1870s, the number of onsite 

examinations performed by the Inspection has very high in the years after the crisis.  

 

Figure 5: On-site examinations, (commercial banks and brokerage firms), 1915-1925114 

 

Although the resolution of many of the crisis banks extended into 1923, the overall 

economic conditions improved in 1922 which eased the work of the crisis managers of 

the Kreditkassan. Even with the crisis, the average GDP-growth for the whole 1920s was 

3.8 percent.115 The harsh deflation policy of the government had brought back the pre-

war exchange rates and by 1922 Sweden in practice returned to the gold standard 

system, although it did so formally in 1924.116 From 1922 the export picked up, and the 

unemployment rate had started to decrease. 
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However, for the commercial banks, the 1920s was still a period for recovery. The banks 

wrote down substantial amounts and many refrained from handing out dividend. Just in 

1922 the banks wrote down 383 Million kronor, equivalent to 36 percent of the banks 

total own capital.117 The merger trend continued as did the consolidation of their branch 

networks. Between 1920 and 1926, the number of commercial bank branch offices was 

reduced by about 400, to a total of 1050 offices, distributed between some 30 

commercial banks.118 At the end of the war, they had been 50.  

 

In 1927 it was proposed that the banking regulation should be changed to prohibit 

banks from owning shares in real estate or investment companies.119 However, since the 

shares had been priced at stock-boom levels, banks had difficulty in selling the shares 

without incurring a loss, something which the banking act admitted the banks to do. 

However, the Inspector started to put pressure on the banks to sell off their portfolios. 

The banks did so, reluctantly and slowly, commonly by selling their shares to fully own 

subsidiaries. 120  

The banking crises during the Great Depression years 

The devaluation of the krona had helped the export industry to regain its strength which 

enabled the banks to restart their lending operations. And while still managing their 

losses from the crisis at the start of the decade, by the end of the decade the Swedish 

banks also participated in providing credit to countries and governments when the 
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Great Depression started. Several banks cooperated with the ‘Match King’ Ivar Kreuger 

who in a number of spectacular deals provided governments all over the world with 

large loans in exchange for national monopolies for his match production company.121  

 

The secrecy involved when dealing with national governments, financiers and industries 

all over the world allowed Kreuger to keep everyone in the dark about the exact 

standing of his operations. Despite his reluctance to reveal information about his 

businesses he succeeded several times in attracting funding under the most strained 

conditions. For example, in New York in October 1929 he successfully issued bonds in 

the Kreuger & Toll construction company, guaranteed by a number of banks in Sweden 

and the US, to provide a loan to the German government.122  

 

However, by the fall of 1931 Kreuger was not able to re-fund his business on the market 

and approached the Riksbank. After an approval from both the Bank Inspection Board 

and the minister of finance, the Riksbank approved the loan with Kreuger’s house bank, 

Skandinaviska kreditaktiebolaget, guaranteeing half the credit.123 

 

When Kreuger again failed to refinance expiring loans in early 1932 he committed 

suicide on the 12th of March. He left the largest and most spectacular defaults in 

Swedish commercial history. Some 20 percent of all advancements of Swedish banks of 

the time were Kreuger’s.124 In the days following the suicide (12th of March 1932), the 
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Bank Inspector stated that he did not think it would lead to any severe harm to the 

Swedish banks, a claim he would soon regret.125  

 

Although Sweden managed much better than many other countries during the Great 

Depression years, the effects of the implosion of the Kreuger conglomerate were 

without doubt very negative. Most commercial banks had lent some money to at least 

some of Kreuger’s’ companies, which counted in the hundreds. Naturally, the bank most 

severely hit by the Kreuger crisis was his house bank, Skandinaviska kreditaktiebolaget, 

at the time one of the largest banks in Sweden. 

 

At the time of Kreuger’s death, the bank’s total exposure to Kreuger was not known. It 

was also not clear what claims could be made on the Kreuger bankruptcy estate. 

However, it was soon clear that Skandinaviska kreditaktiebolaget would become 

insolvent would it not receive external support. The State again made use of the 

Kreditkassan of 1922 to grant the bank a large loan from the National Debt Office to 

meet its liquidity needs.126   

 

For the managing director of the bank, Oscar Rydbeck, the crisis would be particularly 

devastating. He was a personal friend of Kreuger and had provided him with credit 

frequently since 1908. Rydbeck and Kreuger had been introduced by a certain Axel 

Hallin who before taking the job as assistant to Bank Inspector Benckert had worked in 

the same bank as Rydbeck and by 1908 was married to Ivar Kreuger’s sister.127 After the 

crisis Rydbeck was charged and convicted to ten months in prison for failing to act on 
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the mismanaged accounting of the STAB match production company. In 1937 he was 

declared bankrupt.128   

 

The effects of the Kreuger crash could have been worse however. Under some pressure 

from the Inspection, the large commercial bank Svenska Handelsbanken had acted to 

reduce its exposure in the second half of the 1920s.  At the same time, Skandinaviska 

kreditaktiebolaget had increased its exposure.129  

 

The Kreuger crash has been seen as the beginning of the modern accountant profession 

in Sweden and also led to stricter regulation on book keeping and transparency and 

standardization of accounting principles of commercial businesses.130 Managing the 

Kreuger & Toll estate, through which Kreuger had operated, took a whole cadre of 

accountants over the next nine years, many of which came from the US to sort out what 

could be claimed to cover the losses of the American investors.131 Between 1932 and 

1937 the estate trustee was the future Bank Inspector Sven Lindeberg.132  

 

Another effect of the crisis was that the banking regulation was changed in 1933. Now 

banks were prohibited from owning and trading in shares, as before the 1911 act. 

However, due to the fragility of many banks following the Kreuger crash, the banks were 
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granted five years to sell off the shares. The Inspection extended this exemption to the 

formal wording of the banking act for several individual banks.133  

The ‘Allmänna Sparbankerna’ crisis and the creation of the Savings Bank Inspection 

Another event during the Great Depression period was important to the development of 

the Swedish financial supervision. In early 1929 eight savings banks, of which seven 

comprised the savings bank group ‘Allmänna Sparbankerna’, failed following heavy 

speculation, mainly in land properties in the surroundings of Stockholm.134 With the 

savings bank act of 1875, savings banks came under the supervision of the county 

administrations, but the supervision was far from strict.135 The savings banks were 

constrained by regulation, and by norms, to operate as ‘non-profit’ banks, and were also 

prohibited from expanding beyond the county limits of their origin. The heart of the 

scheme of the men behind the ‘Allmänna Sparbankerna’ was to act as a nation wide 

group of for-profit banks under the savings bank-name. Some of the men behind the 

banks started a commercial bank in 1912, Nya Banken, which after several turbulent 

years had to be closed in 1920.136 

 

The spectacular default of the Allmänna Sparbankerna dragged a large commercial bank 

down with it; Jordbrukarbanken. Jordbrukarbanken had helped the Allmänna 

Sparbankerna’s mortgage company with bond issues, and when the relationship 
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between the two banks was revealed, worried customers of the Jordbrukarbanken 

started to withdraw their savings in large numbers. This quickly destabilized the already 

fragile bank. 137 Jordbrukarbanken was a reconstruction of a commercial bank that had 

been rescued in the 1920-22 crisis and was at the time of its failure half-owned by the 

state.  

 

Unlike the much larger banking crises in the first years of the 1920s, the default of the 

‘Allmänna Sparbankerna’ led to substantial losses for depositors. After heavy debate, 

the parliament of 1929 granted to offer depositors partial redemption of their losses. 

The deposit losses of the 88, 000 depositors were estimated to be around 46 million 

SEK, and the state granted around 10 million SEK as compensation.138 However, since 

the failing banks had assets to liquidate it is not certain how large the losses actually 

were. However, it would be fair to claim that this banking crisis is one of the largest in 

Swedish history in terms of deposit losses. Although Sweden did not have a formal 

deposit insurance regulation until 1995, the ‘Allmänna Sparbankerna’ crisis stands out 

as one of the few when Swedish depositors were let to lose some of their savings.   

 

As a consequence of the Allmänna Sparbankerna bankruptcy, a Savings Bank Inspection 

Board was created in late 1929.139 The matter of creating a centralised supervision of 

the savings banks had been debated throughout the 1920s, but due to the deep 

established belief that savings banks were non-profit and local and ‘simple’ operations, 

the old system of local supervision by the county administrations had been believed 
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sufficient until the crisis.140 Although the county administrations suffered strong 

criticism with the crisis, the new Savings Bank Inspection became more of an advisory 

board to the county administrations rather than an independent agency with executive 

powers like the Bank and Securities Inspection Board. Since most ‘normal’ savings banks 

still operated in a local geographical area, it was believed best to continue to let the 

County Administrations have the main responsibility for monitoring the savings banks 

also after 1929. 141 

 

According to the archive material, the Bank (and Securities) Inspection Board did not 

have a major role in the ‘Allmänna Sparbankerna’ affair. Instead it spent the 1920s very 

much dealing with the effects of the 1921-22 crisis. Except for observing and facilitating 

several major mergers between more or less damaged banks, the Inspection also 

worked directly with the most fragile banks to write down and ultimately offload the 

large amounts of shares which they had been forced to take over as their investment 

companies had failed.142 One could object that the Inspection should have been able to 

discover the inappropriate cooperation between the Jordbrukarbanken and the 

Allmänna Sparbankerna. While the Allmänna Sparbankerna were not under the 

Inspection’s supervision, the Inspection performed many on-site examinations of the 

branch offices of the Jordbrukarbanken in the years before the crisis in 1929. The fact 

that the bank was state half-owned by the state may have affected the Inspection’s 

supervision. In addition the run on the bank should have been hard to foresee. 
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After the Allmänna Sparbankerna crisis, it was discussed whether the supervision of the 

savings banks should be added to the jurisdiction of the Inspection.143 However, like in 

previous savings bank investigations it was argued that savings banks were so different 

from commercial banks that having the same agency for both would be of little benefit, 

or even have negative consequences. Savings banks were, when run properly that is, 

non-profit and local in scope, while commercial banks were national and for profit. The 

county administrations were also reluctant to give away their supervisory powers. 

Agricultural credit associations under supervision in 1936 

Given the just mentioned way of reasoning in the 1929 investigation, it must have 

looked a bit odd when the Inspection in 1936 became responsible for the supervision of 

the agricultural credit associations, which were as different from commercial banks as 

savings banks were.144 The agricultural credit associations were more similar to the 

savings banks, and one can wonder if their supervision should not have been better 

placed under the new Savings Bank Inspection. The credit associations were traditionally 

run for the benefit of their members, and not for profit. They were local in their 

operations and serviced the rural population with deposits and loans on a small scale, 

just as the savings banks. In any case, their organization and businesses clearly had more 

in common with savings banks than with commercial banks or share brokerages. 

 

This form of cooperative bank had been created by a new act in 1915 to provide lending 

and savings services to the agricultural population.145 The number of associations had 

grown rapidly over the next twenty years, from 71 associations in 1916 to 771 in 
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1935.146 In 1930 the regulation was changed so that the right to accept deposits from 

the public was allocated to some 10-15 ‘central’ agricultural credit associations while 

the ‘regular’ associations were  organized under one of these central associations.147 

Despite their numbers, the agricultural credit associations comprised a relatively small 

part of the whole market for deposits and advances, except for their large share of the 

agricultural population. In 1937, the associations had total assets of about 90 million 

SEK,148 while the commercial banks the same year had total assets of about five and a 

half billion.149      

 

According to the Bank Inspector, the most important reason for transferring the 

supervision from the County Administrations, and for strengthening it, was that the 

associations varied too much in the quality of their operation, in book keeping and in 

evaluating business prospects.150 The people behind a credit association were not 

required to have prior experience or knowledge of banking, and were often picked for 

their local prominence in business, political or social life.  
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Another reason for the stricter supervision was that the 1936 act permitted the 

associations to provide more ‘bank-like’ services, and also to have non-members as 

clients.151  

 

The increased pressure from regulators and supervisors pushed the agricultural credit 

associations to merge into larger units. The Inspection believed this would enable the 

associations to attract and keep more competent staff which in turn would permit for 

more professionally run associations.152 By 1950 the number of associations was down 

to 600. At the same time, the volume of business of the associations had increased. 

Lending was up from 23 million SEK in 1935 to 404 million in 1950, and deposits went 

from 56.8 million to 407 million during the same period, making the associations’ 

increase in lending and deposits the highest among all segments of the financial sector 

during this time. The number of individual members of the associations was also up, 

from 73 000 in 1935 to 142 000 in 1950.153  

 

With the now quite cautious and conservative commercial bank segment, from the 

1930s to the mid-1950s the agricultural credit associations in fact comprised one of the 

most dynamic segments of the Swedish financial market. But the troubles of internal 

structure, accountability and management quality continued. On the Inspection’s 

initiative a new agricultural credit association act was introduced in 1956, which brought 
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higher requirements on reporting, documentation and organizational structures on the 

credit associations.154  

A new bank inspector and the end of an era 

On the 31st of December 1936 Folke von Krusenstjerna stepped down as the head of the 

Inspection to take seats in a number of executive boards of commercial companies and 

to manage the Royal court’s estate. 155  The new Bank Inspector was Sven Lindeberg, 

who as mentioned earlier had proven himself as the trustee of the Kreuger & Toll 

bankruptcy estate since the spectacular failure of Ivar Kreuger in 1932.156 Like his 

predecessor, Lindeberg also took place on the board of the Insurance Inspection. With 

the new Inspector a still lasting tradition started with the head of the financial 

supervisory agency having no or very limited own working experience from the 

companies under supervision.  

 

The choice of Lindeberg, trained in law and now an expert on book keeping and 

accounting standards, may have been intended to bring about a general increased 

attention to book-keeping matters in the companies under the Inspection’s supervision. 

The appointment coincides with the addition of the agricultural credit associations to 

the Inspection’s jurisdiction, and they were as mentioned weak on these points. 

Similarly, one of the most pressing matters for the commercial banks was how to write 

off losses while avoiding putting the bank itself at risk. Regardless of the reasons, the 

appointment of Lindeberg also marked the start of a long period in which the Inspection 

became less oriented towards operational supervision, in terms of onsite examinations, 

and less oriented towards direct dialogue with the banks and the active participation of 

the Inspection in the shaping of the regulatory framework.  
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From the late 1930s it appears that the Inspection focused more on off-site analysis of 

bank reports and the raising of the general standard of accounting, book keeping and 

reporting. It also seem to have focused more on the relatively minor market segment of 

the agricultural credit associations, and less on the commercial banks which by all 

accounts were the ‘systemic’ market segment. 

 

One reason for this development might have been the attention given to book keeping 

matters of by new Bank Inspector in 1937. Another reason is that the supervision of 

commercial banks was ‘de facto’ taken over by the Riksbank in the ‘state control’ regime 

that replaced the ‘free market’ regime by the start of the Second World War.  

The Riksbank and the Inspection after the Second World War 

Until the late 1930s, the Inspection and the Riksbank appear to have had a functioning 

working relation with mutual exchanges of information and views about matters of 

mutual concern. The Inspection had acted to have the bank secrecy regulation changed 

after the banking crisis in 1907-1908 to permit the supervisor to share some information 

with the Riksbank when deemed important. Similarly, the Riksbank often contacted the 

Inspection to learn the supervisor’s opinion on information about a particular bank, or 

banker. 157 However, in the late 1930s and the 1940s, the relationship between the 

agencies changed.  

 

Changes in leadership in both the Inspection and the Riksbank in the 1930s and 1940s 

contributed to the detachment of the agencies that followed. However, the most 

important change was the move from a ‘free market’ regulatory regime to a ‘state 

market’ regime during the Second World War. In the new regime, the Riksbank became 

a key component, while the Inspection did not.  

                                                
157 Sjögren, ed., (1994); Söderlund, ed., (1976); Rooth, ed., (1988) 



66 

 

 

The perception that the Riksbank could be used as a tool for political goals was 

strengthened during the Great Depression. The Swedish Prime Minister was 

accompanied by the head of the Riksbank to the many international meetings and 

conferences that were initiated in the 1930s to discuss matters of international concern 

such as payment of war debts, terms for trade, exchange rate systems and provision of 

credits.158  

 

During the Second World War, the support for a fairly independent central bank that 

had been strong under the gold standard system was further deteriorated. For neutral 

Sweden, the Riksbank became an important channel for support to the neighbouring 

Scandinavian countries.  

 

While the lending to the major powers of the war may have been a means to remain out 

of the war, the credits granted by the Riksbank by government permission to Denmark, 

Finland and Norway can be seen as an indirect way to support the neighbouring 

countries through ‘neutral’ credit provision. In addition, the belief in the interventionist 

state had grown very strong in Sweden since the 1930s with an intellectual support from 

many Swedish economists and Keynes.159 These circumstances contributed to the 

emerging view that the Swedish central bank could, and should, serve as an instrument 

for political ends. Naturally, the Bank Inspection Board could not serve such purposes. 

 

The political program initiated after the Second World War included a massive 

investment in new living quarters for the Swedish population near the urban centres 

where an increasingly large part of the population found their jobs. The level of living 
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standard was raised as well. Support was also allocated to several industries of ‘key’ 

importance to Sweden. Industrial development was in general directed by enacting a 

general control over all bond issues.  

 

The industry was to be supported by a low interest rate, which was maintained by an 

interest rate regulation. Under the fixed exchange rate system, it was important to 

prevent the credit from expanding too much, and so a credit expansion limit was 

imposed. Banks and insurance companies were required to purchase and hold large 

stocks of government bonds and to allocate the lending to favoured areas such as 

housing, infrastructure projects and certain industries. The purposes of the political 

programs were to achieve multiple goals such as low unemployment, increased social 

welfare and living standards, a stable currency and low inflation as well as the 

promotion of certain industries. 160 

 

The Riksbank was used for the implementation and enforcement of all these 

regulations. The central bank adjusted the interest rates and the amount of government 

bonds that the banks were required to purchase. Bond issues needed the approval of 

the Riksbank, as did all transactions and transfers that involved foreign currencies. The 

heads of the Riksbank were appointed by the political majority in parliament, who 

supported the extensive battery of financial market regulation.161 

 

These major changes in the ordering of the financial market made the Riksbank receive 

a ‘de facto’ role as commercial bank supervisor. With its strong political mandate to set 

the going interpretation of the regulations, the Riksbank’s decisions to some extent also 
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neutralized the banking regulations and the regulatory process.162 The Riksbank met 

with the banks on a monthly basis stating how much the credit could be expanded in the 

coming period, and how much government and mortgage bonds the banks were 

required to purchase.163 The Inspection appears to have directed its attention away 

from the commercial banks during this regulatory regime. As mentioned it worked 

extensively with bringing order in the agricultural credit associations, which by their 

sheer number certainly took a lot of resources for the small agency. 

 

Figure 6: Total number of branch offices under supervision164 

 

Until the last decades of the twentieth century, the on-site examinations were 

performed on a per-branch office basis, where the books, registers, depositors and 
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creditors of the individual office visited was examined. When the agricultural credit 

associations were added in 1936, the total number of branch offices to be visited 

increased from some 1100 offices to close to 1900. In order to be able to supervise the 

new market segment, the Inspection started performing the supervision on a 

consolidated level, by directing most of its examinations to one of the ten to fifteen 

‘central’ credit associations to which all ‘local’ associations were required to belong.  

With this arrangement, each examination took two officers of the Inspection up to a 

week for each examination. For commercial banks, which still were examined on a per 

office basis, the examinations usually took one officer one or two days.165  

 

This difference in examination strategies between agricultural credit associations and 

commercial banks makes a comparison between them difficult. The tables in the 

appendix show the total number of on-site examinations per market segment divided by 

the number of institutes and by the number of branch offices. Since the agricultural 

credit associations were supervised on the consolidated level, the ratio is one and the 

same. This may appear misleading. In 1950, while the average commercial bank office 

stood a 7 percent chance (or risk) of getting a visit from the Inspection, the average 

‘central’ agricultural credit association stood a near 60 percent chance (or risk). From 

this perspective, it seems clear that the Inspection placed a disproportionate amount of 

resources on the supervision of the credit associations. On the other hand, if judging by 

the ratio of examinations per institute, the commercial banks appear to be the most 

scrutinized ones for most surveyed years (1940-1975). 

 

Although it may be discussed, it is believed that the Inspection changed in its work and 

role after the Second World War, and that this was mainly due to the changed role and 

work of the Riksbank.  
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Market stability and consolidation after the Second World War 

On New Year’s Eve 1944, Bank Inspector Sven Lindeberg deceased. During the search for 

a new agency director, Albert Tondén who had worked at the Inspection since 1917 

acted as deputy director. The temporary solution was prolonged until 1947 when it was 

decided that Kurt Wulff, trained in law and with a past in the Ministry of Finance, was 

appointed to be the new General Director of the Inspection. Wulff had worked as a 

bureau director at the Inspection since 1944 and would remain in office until 1971.166 

He was to be the only head of the agency ever recruited from within the organization 

itself.  

 

Albert Tondén left the Inspection in 1949 to become director of AB Custos, a holding 

company formed in 1937 to manage the ‘poor assets’ taken over by Ivar Kreuger’s 

house bank Skandinaviska kreditaktiebolaget in 1932167. 

 

When Wulff took office in 1947, the commercial banks had consolidated even further. 

By 1950 the segment comprised of just 18 banks, of which a handful operated 

nationwide and some ten banks operated regional networks of branch offices. The 

segmentation of the banking sector was becoming a concern for the regulators, and in 

1951 Wulff initiated an agreement between the major commercial banks not to acquire 

any one of the regional commercial banks without the explicit approval of the 

Inspection. It was an attempt to stop the merger trend and to prevent the banks from 

growing too large.  

 

With the increasingly intense debate about socializing the banks, the agreement was 

also an important political statement of the banks. The agreement was renewed 
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annually until 1971.168 This did not prevent some of the smaller commercial banks from 

merging. For the commercial banks, the relative stability of the bank segment and the 

division of market shares had its advantages, especially under the strict regulatory 

control of the time. They were earning profits in a market with very limited competition. 

 

While the commercial bank segment of the financial market was fairly stable, mergers 

were very frequent in the agricultural credit association segment. The number of ‘local’ 

agricultural credit associations was down from 780 in 1930 to 580 in 1960.169 From the 

Inspection’s perspective, the consolidation was positive. As mentioned earlier it 

believed that larger units would facilitate an improvement in the running of the 

associations. Its consolidated strategy for supervising the market segment may have 

contributed to the mergers, acquiring the ‘central’ credit associations to be more and 

more involved in the local associations’ operations.  

 

For regulators, by the 1960s a major concern became the limited competition that the 

credit market displayed. Of course, given the strict regulation on the interest rates, the 

credit expansion and the restrictions on mergers and of closing or opening branch 

offices, there was little room or point for the banks to engage in fierce competition. 

However, as the savings banks and the agricultural credit associations became larger 

and more professional, they became more eager to compete with the commercial banks 

for commercial clients. The commercial banks on the other hand were becoming more 

interested in attracting the regular depositors. 170 By the 1960s, the largest commercial 

banks were believed to have become very powerful in Swedish economy in their 

capacity as house banks for the major industry companies.  
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A movement for the ‘socialization’ of the commercial banks grew strong,171 which may 

have made the banks reluctant to expand their cooperation with their largest industrial 

clients, and instead expand their deposit taking business. Apart from the market 

changes, a number of regulatory changes were made during the 1960s especially that 

contributed to the reduced differences between the bank types (in terms of what kind 

of services and products could be offered).   

Merging supervision of commercial and savings banks 

One step towards levelling the playing field between the different types of banks came 

with the merger between the Bank and Securities Inspection Board and the Savings 

Bank Inspection in 1962, which brought all bank supervision under the same agency.172   

The new agency took the name, the Bank Inspection Board. This may be seen as 

evidence of the insignificance of the securities segment of the Swedish financial market 

during this time. The supervision of savings banks on the other hand became a central 

part of the work of the new agency.  

 

Despite the fact that the differences between the bank types had grown smaller, and 

had served as a major reason for the merger, the new agency was organized into four 

institute-type departments: one department for commercial banks, one for savings 

banks, one for agricultural credit associations, and one for securities.  

 

With the merger between the Bank and Securities Inspection Board and the Savings 

Bank Inspection, the non-administrative staff of the Inspection doubled, from around 20 

to close to 40. From the figure below it is evident how small the agency actually had 

been during the first half of the century. During the banking crisis in 1921-22 the staff 
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amounted to around fifteen, and even less during the Great Depression years. In the 

dynamic 1910s, the permanent non-administrative staff was less than ten.   

 

Figure 7: Total number of staff of the Bank Inspection Board 1910-1990173 

 

The Savings Bank Inspection had been a very small agency when it had been created in 

1929, comprising only of a Savings Bank Inspector and a few assistants. The county 

administrations were still performing most onsite examinations and appointed the 

external auditor who took part in the writing of the savings bank’s annual report 

together with the bank’s own accountants. Gradually however, the county 

administrations lost their duties as supervisors.  

 

The Savings Bank Inspection’s number of staff increased as the supervision was 

centralized. Since the onsite examinations remained an important part of the 

operational supervision conducted by the agencies, the large number of individual 

savings banks required a relatively large staff. At the time of the merger, the Savings 

Bank Inspection was as large in terms of staff as the Bank and Securities Inspection 
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Board, although the savings banks made up a much smaller part of the banking sector as 

a whole in terms of total bank assets and total deposits.174 The supervision of savings 

banks continued to claim a disproportionately large part of the new agency’s staff in the 

coming years. There was also an increase in the size of the administrative department 

and the accounting/audit department.175 

 

The merger was motivated by the observation that the competition between the banks 

had increased during the last decade. Savings banks were no longer operating strictly 

according to the traditional savings bank-movement ‘non-profit’ trait. In 1942 a ‘central 

bank’ for the savings bank movement had been created in the form of a jointly owned 

commercial bank, Sparbankernas bank. Through this bank, the ‘regular’ savings banks 

were able to offer their clients commercial bank-services. In 1955 the savings bank act 

was changed to permit savings banks to merge into larger units, a circumstance which 

traditionally had been seen as at odds with the savings bank ideal, which was to operate 

in a local region servicing local customers.176 A long period of consolidation started that 

would continue until after the financial crisis in the early 1990s. 

 

The agricultural credit association act had been changed already in the 1950s to permit 

the associations to service non-members and for the ‘central’ associations to offer most 

of the services that the commercial banks were offering. The associations had also 

formed a commercial bank, Jordbrukets bank, in 1958. The agricultural sector, the main 

client base of the associations, had merged into larger units and professionalized during 

                                                
174 Statistiska centralbyrån, Uppgifter om bankerna 

175
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the last decades too, with the consequence that the experience and desire of the 

associations to service larger commercial clients had increased.  

 

In 1968, the bank acts were changed to reduce the differences between the banks even 

further.177 According to the act, banks were permitted to grant unsecured loans 

equivalent to 3 percent of the bank’s own capital plus deposits.178 However, under the 

‘state control’ regulatory regime, the ability to compete remained limited. The 

regulatory change coincided with the commercial banks starting to reduce their number 

of branch offices, in an effort to cut costs to maintain profitability. In the next ten years 

over 200 commercial bank branch offices were closed.179 

 

By the early 1970s the differences between the different types of banks had diminished 

to the degree of making the company-type departmentalization obsolete. With the 

change of head of the agency in January 1971, the Inspection reorganized into a 

‘general’ department which handled legal matters, an accounting/auditing department 

and a credit department.180 This internal division of resources would remain until 1988, 

well into the shift towards the new ‘free market’ regime that developed from the early 

1980s. 

 

After the merger between the two supervisory agencies, the turnover of staff in the 

Inspection decreased. The consolidation in the banking sector may have led to 

difficulties for the supervisors to find a job on the private financial market. As a 

                                                
177 SFS 1968:601; SFS 1968:602; SFS 1968:605 

178 Ds E 1979:5. Blancokrediter och bankkontorsetablering, delbetänkande avgivet av 

Banklagsutredningen 

179
 Statistiska centralbyrån, Uppgifter om bankerna 

180 Bankinspektionens arkiv 1962-1991, tjänstematriklar 
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consequence of the low turnover rate, the overall mix of work experience competence 

changed quite notably from the early 1970s, as the figure below shows. 

 

Figure 7: Average non-administrative supervisory staff’s work experience, 1965-

1991181 

 

Although the data is not complete for the latter years, we can still observe a change in 

the work experience mix beginning in the mid-1970s. While the average non-

administrative staff of the Inspection had an evenly mixed work experience until the 

mid-1970s, (of years worked in the Inspection, in the private financial sector and in 

other parts of the public sector), this changed very drastically in the second half of the 

1970s. The average non-administrative staff had more and more work experience from 

within the agency and less and less from the private financial sector or of other parts of 

the public sector. By 1986, the average non-administrative staff had worked over twelve 

                                                
181 The data is based on information about the individual staff’s employment duration at the Inspection 

and their previous work experience in the private financial sector and in the public sector. Data has been 

obtained for 98-100 percent of permanent non-administrative staff for the years 1965-1974, between 70-

80 percent for the years 1975-82, and 60-70 percent for 1983-1990. For 1991, data was obtained for 48 

percent of the non-administrative staff.; See Wendschlag, (2012c) 
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years in the Inspection. Even if a margin of error is possible due to incomplete data, the 

trend is clear and quite plausible for several reasons.  

 

One reason was the consolidation trend in the banking sector mentioned earlier, which 

meant that the opportunities for the supervisors to find a bank job were fewer. 

Furthermore, when the banks recruited, they now did so from the universities and 

business schools more often than earlier. In general, work experience became less 

valued in the banking sector while higher education in business became more valued.182 

This may have affected the job-mobility in the financial sector negatively in general.  

 

It is difficult to say what this change in average work experience meant for the work and 

competence of the Inspection, but today it is commonly believed that the quality of the 

financial supervision is dependent of the supervisors having work experience from the 

companies and activities which they are to supervise.183 If this is true, the decrease in 

the Inspection’s staff’s work experience from the private financial sector from the mid-

1970s seems highly unfortunate given the significant market changes that occurred in 

the 1980s when the ‘state control’ regime was transformed into a ‘free market’ 

regime.184 The competence of bankers who had gained their work experience in the 

‘state control’ regime was of course not necessarily better off when the regime 

changed. 

The transformation to a ‘free market’ regulatory regime 

After several decades of strong economic growth, the Swedish ‘golden age’ was coming 

to an end by the late 1960s. From the second half of the decade, a twenty year period 

                                                
182 Wallander, (1997), Engwall, Lars (1995), Bankkris och bankorganisation, in Wallander, ed. 

183
 Goodhart, Charles, Dirk Schoekmaker and Paolo Dasgupta (2001), The skill profile of central bankers 

and supervisors, Financial Market Group Discussion Paper 377, April 2001, London School of Economics 

184 For a development of this discussion, see Wendschlag, (2012c; 2012d)  
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of almost uninterrupted growth in the annual government budget deficits (to GDP). 

From the mid-1970s, the current account deficit also increased continuously until the 

mid-1980s.185 Important events that affected this development was the breakdown of 

the Bretton Woods system in 1971, the oil price chock in 1973, and the increased 

international competition for many Swedish export industries, such as shipping and 

textile. The economic growth started to fall as well, while the inflation remained higher 

than in many other industrialized countries.  

 

The weak development in Swedish economy led to more actors starting to question the 

‘state control’ regulatory regime. As an effort to improve the export industry’s ability to 

compete, and to reduce inflationist pressures, the Swedish krona was devalued four 

times during the late 1970s and early 1980s, in 1982 by 16 percent.186  

 

The reduction in economic growth, and the inability of the government to maintain 

budget discipline, contributed to a weakened belief in the interventionist state. From 

abroad ideas about the benefit of the ‘free market’ of course also was imported.  

 

Although the ‘state control’ regulatory regime overall was maintained until the end of 

the 1970s, the financial market was slowly starting to transform itself during the 1970s, 

which led to an increased gap between the regulatory regime and the market. Some 

regulatory changes also facilitated this market transformation. As mentioned, during 

the 1960s, the ‘playing field’ in the banking sector had stepwise been levelled with the 

merger of the supervision in 1962 and the harmonization of banking acts in 1968. The 

competition for depositors and commercial clients intensified somewhat.  

                                                
185
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In 1971, the long-serving general director Kurt Wulff resigned and was replaced by Sten 

Walberg. Walberg came from the ministry of finance were he had served as a justice of 

the supreme administrative court from 1971. Walberg initiated a reorganization of the 

Inspection, from departments for each institute type, to ‘profession’ based 

departments: one for legal matters, one for accounting and auditing matters and one 

for credit and lending analysis.187  Walberg emphasized ethics in banking during his 

tenure.188 From 1974, the Inspection started to issue “ethical messages” in which the 

Inspection stated its views on ‘sound banking’ practices in a number of issues, 

specifically regarding the bank’s services to the depositors.189 

 

The finance companies emerged as a new market segment that would become quite 

significant to the Inspection. Emerging in the late 1960s, finance companies, most 

controlled by various banks, started to provide funding for small and medium sized 

companies that had difficulties in getting loans from the banks under the strict credit 

rationing. The Inspection granted the permission for the banks to found a finance 

company on a per-case basis. Since the crisis in the 1920s, the Inspection generally had 

been against banks owning subsidiaries providing services not directly permitted to the 

mother company. However, when it became clear that the new type of companies 

where there to stay, the Inspection preferred them to be owned directly by the banks 

as a way to have some control over them.190 However, bank independent finance 

companies were also formed.  

                                                
187 Wendschlag, (2012d) 

188 Walberg, Sten (1973), Juridik, etik och samhällsansvar i bankverksamheten, föredrag vid ordinarie 

bankmöte den 26 oktober 1973 

189
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The new companies provided credit through leasing and factoring services and funded 

themselves by issuing bonds. Since they were formed as ‘regular’ joint stock 

companies, they were not under supervision of the Inspection, and not subject to the 

same restrictions as the banks. The credit that the finance companies provided started 

to be referred to as the grey credit market. 191 With the help of the finance companies, 

companies, municipalities and counties with a surplus of capital could lend this to other 

actors with a need for capital and earn interest in the process.  

 

Over the course of the 1970s the finance companies increased in numbers and share of 

the credit market. The some 70 finance companies that where operating in 1977 had a 

combined turnover of over 12 billion SEK. They were favoured in their development by 

the fact that they were not directly regulated in the same way as the banks were, 

although as mentioned earlier most of them were owned or controlled by the banks.192  

 

Nevertheless, the growing significance of the finance companies led to calls for specific 

regulation and supervision, and in 1980 the first finance company act came in force.193 

Although some formal requirements now were put on the companies, such as having to 

report regularly to the Inspection about their operations, the act was vague regarding 

the Inspection’s ability to sanction misconduct. Most importantly, it did not require 

that the companies had a license to operate.  

 

                                                
191 Ingves, Stefan, (1981) Den oreglerade kreditmarknaden: en expertrapport från 1980 års kreditpolitiska 

utredning, Ds E 1981:13 

192
 Regeringens proposition 1978/79:170 med förslag till lag om finansbolag 
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Without clear means for sanctions, the Inspection’s ability to enforce the regulation 

and its recommendations on the finance companies became limited. Adding to the 

dilemma was the fact that the finance companies were quick to start marketing 

themselves as being under the supervision of the Inspection, to attract new customers. 

The number of finance companies rose significantly after the enactment of the 1980 

act, indicating the importance of the market segment’s development of coming under 

regulation and supervision. In 1979, 64 finance companies were in operation, in 1981 

their number had increased to 134.194 

 

Figure 8: Total number of commercial and savings banks, finance companies and 

brokerage firms, 1978-1991195 

 

The effect of the 1980 finance company act is evident in the figure above which shows 

the number of institutes in some important market segments under the Inspection’s 

supervision. The agricultural credit associations were renamed as cooperative banks in 

the 1970s, and were as mentioned supervised on a consolidated basis.  The supervision 
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of the savings banks was however very extensive, with on-site examinations having to 

be conducted at each individual savings bank. The Inspection was in favour of the 

savings banks merging into larger units.  

 

By the late 1970s, three commercial banks had more than 75 percent of all deposits. 

Given the strictness of the overall regime, the banks were clearly not able to engage in 

full-on competition as the regulators had intended. In 1978, the restriction of the 

banks’ deposit interest rates was removed as an effort to increase competition 

between the banks for the deposits of the public.196 In 1979, ten percent of the bank’s 

loans could be unsecured.197 However, the commercial bank segment remained 

relatively fixed until the second half of the 1980s, when foreign banks were permitted 

to open fully owned bank subsidies in Sweden, and when a few mergers between mid-

sized commercial banks occurred.  

 

After several decades of very low activity on the stock exchange, the situation changed 

by the early 1980s. In 1979, six bank-independent brokerage firms operated in 

Sweden.198 However, their business increased in the following decade as the public’s 

interest and ability to engage in stock trade and other forms of financial investments 

increased. In 1979 the parliament voted through a regulatory change to replace the 

brokerage and fund trading act from 1919 with a brokering act and an act on the 

                                                
196
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Stockholm stock exchange.199 The purpose was to improve the conditions for securities 

trade while also improving the protection of the trading public.200  

 

As previously, a license was needed to run a brokerage firm. The firm was required to 

be a limited liability joint stock company or a bank. In the new act the latter category 

would now also include savings banks and co-operative banks and not just commercial 

banks. The proposition suggests that a limit on the brokerage company’s own 

possession of stocks should be introduced to limit the risk of conflicts of interests 

between commissioned trade and own operations. The new act also stated that 

brokerage companies must meet capital requirements as banks.  

 

In its comments to the new act, the Inspection, which was suggested to be responsible 

for the supervision of the brokerage companies, stated that on the whole it was 

positive to the formalization of brokering business and that the increased abilities to 

control the brokers would benefit the customers, creditors and the development of the 

brokerage business as a whole. It stressed the desirability of drawing clearer lines 

between what business brokerage companies should be allowed to pursuit and what 

they should not be.  

 

Brokerage operations on behalf of clients should be the main activity, and only to a 

limited extent should brokerage firms be allowed to conduct trading for its own 

account.201 For one who ran a brokerage business without authorization, the 

punishment could be fines and/or imprisonment for up to one year.202  

                                                
199
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Figure 9: Stock price index, 1980:01=100203 

 

The OTC-market was introduced in 1981 as a way for small and medium sized and 

unlisted companies to get access to risk capital.204 Regulatory changes were made to 

facilitate this new market for investment capital, a market that was believed to remain 

a fringe segment of the securities market. The banks and brokerage companies where 

to act as market makers of the credit products that their new company clients wanted 

to issue. As market makers, they were required to assure that the OTC-products had 

both a buying and selling price, and where obligated to purchase whatever amount of 

the products that were sold at that price but not purchased by others.  

 

The Inspection was responsible for the monitoring of this business. However, the 

market makers of OTC-products were delegated some supervisory-like duties. For 

instance, the market makers were to assure that the information about the issued 

                                                
203
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securities and the companies was as detailed as required by stock/share issuers on the 

Stockholm stock exchange.205 

 

The OTC-trade grew much bigger than regulators or the Inspection had expected.206 

The growth of the trade, and the increased resources the monitoring of it claimed of 

the Inspection, made the supervisor soon suggest that the supervision, and the trade, 

should be taken over by the Stockholm exchange.207 The shift in responsibility for the 

OTC-trade was affected in 1985 when the trade and traders where to report to the 

Stockholm Stock exchange and no longer to the Inspection.208 The stock exchange was 

still under the supervision of the Inspection, but the exchange had also been delegated 

some supervision responsibilities for the business conducted in their market place. 

 

To deal with the growth in the number of finance companies, the Inspection soon 

proposed that the 1980 act should be changed to put more strict requirements on the 

new market segment and for the Inspection to get some means for sanctioning 

misconduct. 209 In 1983 a new finance company act was introduced which 

accommodated most of the Inspection’s concerns.210 The major means for sanctioning 

given to the Inspection was that finance companies under the new act were required to 

                                                
205 Bankinspektionens och Försäkringsinspektionens författningssamling (1982), Vissa rekommendationer 
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208
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210 SFS 1983:676 om ändring i lagen 1980:2 om finansbolag 



86 

 

have a license to operate, a license which the Inspection could revoke. In 1984, a limit 

on lending for finance companies was introduced.211 

 

The 1980s was a period of transformation from the ‘state control’ regulatory regime to 

a ‘free market’ regime that followed after the financial crisis in the early 1990s.212 Like 

in many advanced economies of the time, the individual regulatory changes were 

generally incremental adjustments to the ‘going’ order, but their combined 

‘liberalization’ effects on the financial market were major.213   Below is a list of some of 

the most significant changes in the regulation of the Swedish financial market. 
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Table 1: Regulatory changes towards a ‘free market’ regulatory regime 214 

Year Measure 

1978 Deposit interest rate free 

1979 New stock exchange act; new broker act 

1980 Banks permitted to issue certificates of deposits; First finance company act enacted 

1982 Treasury bills introduced 

1983 Government bonds introduced; bond issue control decreased; liquidity ratio requirements for 

banks removed; revised finance company act; securities transaction tax of 1  % introduced; 

finance company act changed 

1984 Investment requirement for insurance companies from net to gross 

1985 Credit ceiling removed; interest rate on lending free; Insider trading act 

1986 Requirement on mortgage companies to fund both existing and production of housing abolished; 

Insurance companies no longer required to purchase government and mortgage bonds; foreign 

banks permitted to open subsidiaries; securities transaction tax raised to 2 % 

1988 Volume and maturity controls on securities issues removed; finance company act revised 

1989 Currency regulation removed 

1990 Harmonized capital requirement regulation for all credit institutes; foreign ownership in Swedish 

credit institutes permitted 

 

Many of the regulatory changes during the 1980s related to the changed role of the 

Riksbank, which went from being an enforcer of the political program of the 

government to an actor partaking in the market by open market operations, purchasing 

or selling currencies and government bonds and bills, and by raising or lowering the 

interest rate charged to the deposit institutes who needed to borrow from it. It was no 

longer steering the banks as it had since the Second World War.  

 

For the Inspection however, some of the regulatory changes led to an increased work 

which was not fully compensated by additional resources. As mentioned both the 

                                                
214 From Wendschlag, (2012d), based on SOU 1991:2 and Jonung, Lars (1986), Financial deregulation in 
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finance companies and the OTC trade expanded well beyond the regulators 

expectations, as did the number of consumer complaints it was handling, forcing the 

Inspection to use some funding that was allocated for other activities.215 In 1985 and 

1986, the Inspection’s jurisdiction was expanded to cover insider trading and foreign 

bank subsidiaries respectively.216 In these years, the Inspection spent considerable 

efforts on investigating a number of potential insider trading schemes and to 

processing the applications from twelve foreign banks who established subsidiaries in 

Sweden around this time.  

 

On the 21st of November, 1985, the so called ‘November revolution’ took place, which 

was to be the epicentre of the deregulation period.217 In a meeting with the Riksbank 

executive board, the bank’s directors stated that the regulations in force had become 

obsolete due to the financial institutes’ ability to circumvent them, and that it therefore 

was the directors’ opinion that the constraint of the credit expansion should be 

removed. As a measure to counter too excessive credit expansion, the banks’ cash 

reserve requirement should be raised from 1 to 3 percent.218 The executive board 

voted in favour of the directors’ suggestion, and the constraint on the credit expansion 

was removed. 

 

The previous restriction of unsecured loans was removed in 1985 as well. The banks 

were once again permitted to grant credit with other collateral than real estate, or 
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none at all.219 The banks were now in the right to lend against shares as collateral, 

something which they had not been permitted to do since the 1930s, following the 

1920-crisis and the Kreuger crash. 

 

The removal of the credit expansion regulation was believed to lead to a credit 

expansion mainly because of transfers of credit activities from the “grey” credit market. 

In the grey credit market, economic actors with a capital-surplus lent directly to actors 

with a deficit through the mediation of the banks and finance companies. These 

operations would no move to the ‘proper’ credit market. 220 During 1986, the first year 

after the removal of the credit ceiling, the banks’ advances to the public increased by 

13.2 percent. The Riksbank and the government assumed that the observed increase in 

credit volumes was to be expected.221  However, in 1987 the credit expanded with 

another 14.7 percent.222  

 

The increased availability of credit contributed to the increased prices paid for housing 

and shares on the stock market, especially in 1986. 1987 saw even higher stock market 

activity up until the ‘Black Monday’ on the New York Stock Exchange in late October, a 

crash which led to one in Sweden as well.  The crash became a tipping point in the lively 

discussion about the potential harmful effects of stock market speculation. In 1988 the 
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tax on the transaction of securities was raised from 1 to 2 percent.223  The purpose of 

the tax was to reduce the frequency of the transactions and the volatility of the share 

prices. In 1989, the tax was removed. 

 

The effect of the regulatory change in late 1985 was unquestionably strong. With a real 

interest rate that was negative and a tax system that made interest payments 

deductable, the incentives for taking on credit were strong. The increased access to 

cheap credit offered by more competitive credit institutes spawned booms in real 

estate prices and on the stock market. The public’s savings rate decreased while its 

borrowing increased substantially. The decrease in deposits from the public was 

countered by the commercial banks by the issuance of bank certificates, from 6 billion 

SEK in 1986 to 17.5 billion in 1987.224  

 

In 1986, a new general director, Hans Löwbeer, was appointed by the minister of 

finance. Like his predecessor, Sten Walberg, Löwbeer was trained in law and had had a 

long career as a senior civil servant in the public sector when taking office. After the 

financial crisis, the appointment of Löwbeer was criticized, since he had little 

experience, and therefore competence, of the financial markets. Löwbeer had served as 

the Swedish University Chancellor between 1969 and 1980, and was the general 

director of the National Board of Public Building (Byggnadsstyrelsen) until his position at 

the Bank Inspection. Unlike Walberg however, Löwbeer had some experience from the 

private financial sector from being a member of the board of the insurance company 

Trygg-Hansa between 1963 and 1985, and between 1978 and 1985 as chairman. 225 
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Löwbeer abolished the ‘ethical messages’ issued by his predecessor, Sten Walberg.226 

Like Walberg, Löwbeer was very vocally against tax planning in the grey area of the tax 

regulation, and saw the poorly developed ethics in the banking sector as a general 

problem.227 

 

In 1987, Swedish banks where allowed to open branch offices in other countries.228 For 

the Inspection, this meant additional duties since the international praxis of home land 

based supervision stated that the supervisory authority of the bank’s home country 

was responsible for the supervision also of the bank’s foreign operations. In effect this 

meant that the Inspection got a few more offices to visit and supervise. When the 

banks were permitted to expand abroad, there was an increased need to develop 

international relations with supervisory agencies in other countries.  

 

The Inspection had together with the Riksbank been a founding member of the Basel 

Committee for Banking Supervision in 1974 and participated in the committee’s 

forerunning meetings and committees.229 The supervisory agencies of the Nordic 

(Denmark, Norway and Sweden) countries had in fact met almost annually since 1925, 

to discuss topical matters in their home countries as well as mutual concerns.230 With 

the formation of international forums for financial supervision policy in the 1970s, the 

Nordic meetings discontinued after the meeting in 1970. In the Basel Committee for 

Banking Supervision, Sweden would be represented both by the Bank Inspection Board 
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and the Riksbank; although as mentioned earlier the latter did not have a formal 

supervisory objective. The Scandinavian central banks (Denmark, Norway and Sweden) 

had also met annually since the 1920s.231  

 

In 1982, after negative growth in 1981, the new social democratic government devalued 

the Swedish krona by 16 percent in an effort to boost the competitiveness of the 

Swedish industry. This appears to have succeeded, and the Swedish economic growth 

remained high until the end of the decade. However, the problems of government 

budget discipline remained, as did the high inflation, which combined with the design of 

the tax system led to very low real interest rates on credits.  

 

Figure 9: Annual GDP growth of Sweden, 1979-1993232 

 

By August 1989 the Swedish stock market index had doubled from November 1987, 

when the US stock market crash was at its deepest. After that the index remained 

relatively unchanged until September 1990 when the finance companies within a short 
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period of time became unable to refinance themselves on the market. A complete 

financial company ‘credit crunch’ had developed by November the same year.233 The 

Inspection became very active in the management of the finance company crises and 

allocated a substantial part of its resources for this end. This may have led to a neglect 

of the other market segments under its supervision, such as the commercial banks.234  

Many of the finance companies were owned or controlled by the banks themselves. The 

development in the finance company segment was therefore very troublesome, 

although the implication of this appears to have been unclear to most at the time.  

 

The fall in the real estate and share prices continued, and the Swedish economy went 

into a recession in 1990 which lasted until 1993.  This contributed to increased losses for 

the banks. The credit losses of the banks as percentage of total lending doubled from 

1990 to 1991, and then doubled again from 1991 to 1992.235 When the Riksbank raised 

the interest rates to shocking heights in the fall of 1992, to protect the fixed exchange 

rate system from speculative attacks, the situation became acute.236 Several commercial 

banks became close to default as the access to credit for liquidity no longer was 

available on the market. In early 1993, the Bankstödsnämnden, the Bank Support Board, 

was created to provide credit to the banks and prevent a bank system breakdown.237 
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1969-94, Carlsson Förlag 

234 Wendschlag (2012d) 
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237
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Three major commercial banks received support from this operation, in which the 

supervisory agency did not participate.238 However, as mentioned, the Inspection 

reacted very strongly to the failure of the financial companies in the fall of 1990. 

 

Table 2: Ratio, on-site examinations per institute per market segment239 
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Commercial 
banks 

1.8 5.5 6.6 4.6 2.3 1.8 0.7 1.0 1.0 0.3 1.0 0.3 

Savings 
banks 

0.5 0.5 0.5 0.3 0.4 0.3 0.5 0.4 0.2 0.2 0.3 0.1 

Co-
operative 
banks 

0.7 0.8 0.5 0.7 0.3 0.4 0.8 0.3 0.3 0.0 1.3 0.0 

Finance 
companies 

0.2 0.4 0.5 0.5 0.4 0.3 0.2 0.2 0.1 0.1 0.2 0.5 

Brokerage 
firms 

0.0 0.0 0.0 0.1 0.1 0.6 0.3 0.3 0.5 0.0 0.0 0.0 

Total, No 140 243 260 218 198 177 150 154 110 58 120 103 

 

In terms of onsite examinations, the Inspection’s attention to the commercial banks 

was reduced during the decade. The very frequent examinations in the first years of the 

decade coincided with the establishing of the OTC-market, where the commercial 

banks often acted as market makers. Examinations of the banks’ brokerage 

departments may also have increased during these years. The independent brokerage 

firms were not visited at all in the beginning of the decade, but between 1985 and 

1988, with the debate about the yuppies, the securities transaction tax, and the US 

stock market crash, the frequency of examinations increased. Given their small 
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proportion of the credit market, the attention paid to the finance companies in the first 

half of the 1980s is noticeable. We can see that half of the finance companies were 

examined in the first six months of 1991, following the finance company crash in the 

fall of 1990. 

The creation of an integrated supervisory agency 

By the end of the 1980s, the government observed a trend of increasing blurring of the 

boundaries of the banking, securities and insurance markets which all traditionally had 

been treated separately in regulation.240 The supervision of banking and securities had 

however been allocated to the Inspection in 1920, while the insurance companies were 

supervised by the Insurance Inspectorate, created in 1905. The blurring of the markets 

was driven by market forces, but was also facilitated by some regulatory changes. The 

regulatory change in 1985 that permitted banks to accept shares as collateral was an 

important step to reduce the boundaries between banking and securities business, and 

a change in the banking act in 1987 permitted holding companies to own both banks 

and insurance companies. 241 

 

Based on this blurring of market segments, in early 1990 the government called for an 

investigation on the future supervision of the financial markets. More specifically, the 

investigation should be focused on whether the supervision should be allocated to a 

single supervisory agency or whether the Bank Inspection Board and its supervisory 

objectives should be placed within the Riksbank.  

 

The investigation was finalized in late January 1991 and investigator recommended the 

merger of the two supervisory agencies.242 The investigator stated that the Riksbank’s 
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responsibility for the payment system and its function as lender of last resort were the 

most important arguments for placing the bank supervision in the central bank. In order 

to assure the function of the payment system, and to be prepared to act as lender of 

last resort, detailed information about the banks is crucial. Allocating the supervision 

within the Riksbank would ensure access to this information.     

 

However, the investigator argued that the blurring of the banking, insurance and 

securities market segments was a strong trend for the future, and that a single financial 

supervisory agency would be better suited for such a market condition than the 

Riksbank. The Riksbank was an appropriate supervisor of banks, but not of other types 

of financial institutes, or to perform all the other chores that the Bank Inspection was 

performing (e.g. consumer complaints, maintaining the insider trader register, and the 

supervising of the stock exchange). The fact that the Riksbank was (is) organized under 

the parliament, while the Bank Inspection Board was organized under the ministry of 

finance, also posed substantial political and administrative judicial obstacles. 

 

Due to the changed market conditions, the investigator was in favour of a merger of the 

Insurance Inspectorate and the Bank Inspection Board. It was further argued that a 

larger agency would be better able to recruit and attain competent staff, as the bigger 

agency would enable more opportunities for career advancements within the agency.  

 

The Minister of Finance believed that the most important reason for the merger would 

be the potential efficiency gains of reduced administrative costs and increased 

economies of scale. He believed that a single agency would become more 

administratively efficient than two separate agencies.243 A merger of the supervision 

also made sense with the government’s intention of homogenizing regulation of 
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financial companies and markets to promote competition and “level playing field”, and 

to become harmonized with the European community.244  

 

According to Anders Sahlén, general director of the Bank Inspection Board 1990-1991 

and of the Swedish Financial Supervisory Authority between 1991 and 1993, the two 

supervisory authorities also had trouble cooperating due to secrecy regulations 

preventing sensitive information to be shared.245 This argument was not stressed by the 

ministry of finance or by the investigator, but seems to have been a relevant one, given 

the blurring of the market segments.  

 

The relationship between the Insurance Inspectorate and the Bank Inspection Board had 

varied over time. In 1921 Bank Inspector Folke von Krusenstjerna became a member of 

the Insurance Inspectorate’s executive board, a position his successors Sven Lindeberg 

had as well. However, from 1945, this arrangement was not continued. The Insurance 

Inspectorate was not represented in the Bank Inspection’s board. The state control 

regulatory regime after the Second World War encompassed both banks and insurance 

companies, and the strict separation between banking and insurance in general made 

cooperation between the agencies of minor importance. However, during the 1980s the 

regulation of the insurance companies became less and less constraining. The 

requirement to purchase and hold government and mortgage bonds was gradually 

removed. 246 
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Since 1977, the Bank Inspection Board and the Insurance Inspectorate’s respective 

codes of law had been published in a joint series (BFFS).247 However, the cooperation 

between the agencies remained limited. The belief in the differences between banking 

and insurance was strong until the late 1980s, when market events and regulatory 

changes started to change the perception.   

 

The insurance companies and the Insurance Inspectorate were sceptical to the proposal. 

Both the supervisor and the insurance industry organization stated their concern that 

matters regarding insurance would become of secondary order in an integrated agency. 

Other concerns were that the new organization would become slow to react due to 

increased bureaucratic complexity, thus the direct opposite view than the minister of 

finance.  

 

The insurance companies also criticized the minster and the investigator for not having 

consulted their colleagues in Denmark and Norway, where mergers of the supervisory 

agencies had been performed in 1986 and 1988, respectively. It is striking that we find 

no reference at all to these reforms in other Scandinavian countries. It appears that they 

would have been obvious sources of input in terms of experiences, unforeseen effects 

and perceived outcomes. The fact that most countries did not have a single supervisory 

agency was also mentioned when the merger of the Swedish agencies was 

questioned.248  

 

The merger was proposed to the government by the Minister of Finance on the 4th of 

April 1991, and on 1 July 1991 the Bank Inspection Board and the Insurance 

Inspectorate were merged into the Swedish Financial Supervisory Agency 
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(Finansinspektionen), with an objective to cover all three sectors of the financial market: 

banking, insurance and securities. The new agency was placed under the ministry of 

finance, as the Bank Inspection Board had been. The Insurance Inspectorate had been 

ordered under the Ministry of Public Administration since its creation in 1905. The 

merger was, by July 1991, only in name, and an investigation as to how the new agency 

should be organized was initiated only after the merger had already taken place. After 

the 1st of July 1991, the staff of the old separate agencies was to remain in 

employment, and the process of merging the organizations would commence on 

management level and in administration. 

 

A new general director, Anders Sahlén, had been appointed in the spring of 1990, 

Anders Sahlén, who was the first head of the agency trained in economics and not law 

like all his predecessors. Coming from the Riksbanken he among other things had been 

the Riksbanken’s representative in the board of the Bank Inspection Board since 1988. 

Thus, when appointed, he was familiar with the agency and its work. About six months 

after his appointment, the finance company sector crashed, in September 1990.249  

 

After the default of the finance company AB Nyckeln on the 24th of September 1991, the 

Inspection became highly involved in the work to restructure, sell or liquidate the 

financial companies in crisis. The Government, the Ministry of Finance and the Riksbank 

were during this phase of the crisis not directly involved in the crisis management. It 

was not until it became clear from the commercial banks’ business reports that they too 

were facing severe losses and the decision was made to create the Bankstödsnämnden, 

in the spring of 1993.250 As in other rescue operations in Swedish financial history, the 
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supervisor did have a significant part in the ‘systemic’ phase of the crisis management. A 

consequence of the crisis was the enactment of a deposit insurance regulation in 

1995.251 

Interpreting the Swedish banking supervision’s history 

The history of the Swedish banking supervision in the twentieth century connects to the 

small but growing research on the historical origins and developments of financial 

supervision. A number of interesting points can be made about the Swedish case, which 

to some degree resembles the cases of other countries, but also differs. By accounting 

the historical development of financial supervisors, we are also able to raise interesting 

theoretical questions about the connection between regulation and supervision, crises 

and supervision and the drivers of change in regulation contra supervision. 

 

First, one can note that the formalization and expansion of financial supervision in 

Sweden does not seem to be distinctly or solely connected to the event of a financial 

crisis. Changes in the supervision, in terms of jurisdiction, resources and organizational 

structure, seem to have been made more often when the market has changed, rather 

than as a direct response to crises. The creation of the Inspection, for example, 

preceded the banking crises of 1907-08, and the creation of the Swedish FSA in mid-

1991 preceded the financial crisis with less than a year on both occasions. 252 Market 

changes as drivers of changes in the supervision seem to be the case in other countries 
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as well, such as the Netherlands.253 These cases should support an argument for 

maintaining a distinction between regulation, which may often change in connection to 

crises254, and supervision, which may change more often due to changes in the 

composition of the financial market. 

 

Admittedly, changes in the organization of the supervision can also be explained by the 

event of a crisis. In the Swedish case, the inclusion of the share brokers and the stock 

market in 1920 in the Inspection Board’s jurisdiction, was clearly a consequence of the 

distress on the stock market and the share speculation of the commercial banks. 

Similarly, the creation of the Savings Bank Inspection was a direct consequence of the 

failures of the Allmänna Sparbankerna in 1929. In other countries as well, changes in the 

organization of supervision can be explained by financial market distress.  

 

The crises that Norway experienced in the 1920s and 1980s both led to significant 

changes of the supervision’s organization.255 For example, in the US case, the creation of 

the Securities and Exchange Commission in 1934 was a consequence of the Great 

Depression. It should also be noted that market changes have caused regulatory change 

as often as vice versa, which of course makes it difficult to identify clear links of causality 

altogether.  

 

The historical account of the Swedish case also includes examples of when financial 

institutes have benefited from regulation and supervision, a fact which is neglected in a 
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great deal of literature on financial regulation. Departing from a ‘free market’ 

hypothesis, financial regulation is seen as acceptable when ‘market failures’ of some 

sort will be more costly than the costs incurred from regulation. However, as the case of 

the Swedish finance companies after 1980, becoming regulated and supervised may also 

have benefits.  

 

The Swedish case suggests that financial supervisory agencies may be more important 

parties in financial and banking crisis management than is commonly believed. The main 

reason why supervisory agencies become obsolete under the ‘systemic’ phase of a crisis 

is that it cannot act as a lender of last resort in the way that a central bank or treasury 

can. However, the Bank Inspection Board was for example the main state actor 

managing the 1907-08 banking crisis. Before and after the ‘systemic’ phase of the crises 

in 1878-79, 1922-23 and 1992-93, the Inspection too was very active in managing the 

crises in individual institutes. The Inspection was active in managing institute crises for 

more than two years prior to the initiation of the Kreditkassan af 1922 and the 

Bankstödsnämnden in 1993 for example.  

 

Over the course of the twentieth century, we can also see how the Inspection’s role and 

importance seem to have changed with the change of financial regime, even when its 

formal objectives and mandate have remained relatively unchanged. In the free market 

regime in the first three decades of the century, the Inspection was very actively 

involved in the regulatory process and in the operational supervision of the financial 

companies. The objective of assuring the public’s trust in the banking system was 

believed to be achieved by assuring that the risks banks took were moderate, to not 

endanger the bank’s ability to service their depositors. When the shift towards a state 

control regime started in the late 1930s, the supervision and its role changed. The 

Inspection was still the formal supervisor of the commercial banks, but in the new 

regulatory regime, it was ‘sidelined’ when the Riksbank became the enforcer of the 

regime regulations.  
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The Inspection was detached from the regulatory process and became singularly 

focused on less central supervisory objectives. The major commercial banks became so 

constrained that the risk assessment skills of the Inspection were lost. This also 

happened in the banks themselves, one should add.  

 

Interestingly, some of the practices of the Inspection, which seem to have been fairly 

appropriate for the circumstances, go against modern views on what makes for good 

financial supervision.  ‘Regulatory forbearance’ and discretionary enforcement are seen 

as incompatible with sound and credible financial supervision.256 Market actors require 

clarity about how regulations are to be enforced and complied with ex ante, and also 

require that all institutes are supervised in the same way. A level playing-field is 

generally believed to be necessary for a well functioning, competitive market. 

 

In contrast, the Swedish supervisor clearly has acted discretionary, and with 

forbearance, on several occasions during the twentieth century. When organizing 

rescues of failing banks and other financial institutes, it has at times acted in ways not 

stipulated in its objectives or mandate, and has also sanctioned banks in ways not 

authorized in its formal instruction. The Inspector’s involvement in the managing of the 

banking crisis in 1907-08 may have led him to act beyond his formal authority and 

jurisdiction. The leeway that the Inspector gave some banks after the crisis in the early 

1920s can also be seen as acts of forbearance. These instances suggest that the 

discretionary actions of the regulatory enforcer not always are negative.  

 

Sometimes, discretion could also be needed to resolve situation for which clear ex ante 

guidelines in the form of agency instructions and regulations are available. In this article 
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it will in fact be argued that some discretion on the enforcer’s part is inevitable due to 

the incomplete nature of regulation. The Swedish case also shows that the Inspection 

has adjusted its enforcement “style” over time, and maybe also differentiated its level 

of regulatory formalism between different segments of the financial market. In the 

dynamic 1910s, the Inspection adjusted its enforcement of the 1911 banking act to the 

changes on the market. The intensity by which financial companies were supervised 

after the enactment of the 1980 act was much higher than for most other institutes 

under its supervision at the time. 257 

 

The enforcer of regulation is generally dependent of some cooperation from the subject 

of the regulation. The credibility of the regulation and the enforcer should be vital for 

such cooperation to come about. However, the two are not one and the same, and for 

the enforcer, its ability and willingness to recognize and take into account some special 

characteristics and circumstances of an individual regulatee may in fact enhance the 

enforcer’s credibility. If the enforcer strictly and only enforces the formal requirements 

of the regulation, without any consideration of the individual ‘regulatee’ or the context 

around it, the enforcement may become costly, but also inappropriate.  

 

The design of regulation is based on past experiences and cannot fully include the 

situations in which the regulation is to apply, once in force. Without some discretion on 

the part of the enforcer, the regulation itself loses its credibility.258 A total neglect of the 

regulated’s individual traits may on the other hand reduce the enforcer’s credibility. In 

practice, it is of course not an easy task of determining when the enforcer’s discretion is 

too accommodating, or too constrained. Nevertheless, in order to move our 

                                                
257

 Wendschlag, (2012b) 

258 Ibid. 



105 

 

understanding of financial supervision forward it is important to recognize the two sides 

of discretion.  

 

Another point about the Swedish case is that the origin of financial supervision was the 

requirement to obtain a royal charter to start a bank. Applications for the charter were 

sent to the ministry of finance, and from there we can see how the supervision 

developed over time until the creation of an independent agency. There are several 

potential reasons why the supervision was not assigned to the Riksbank instead.  

 

For one thing, the lender of last resort function in Sweden has never been a function of 

the central bank exclusively, but shared between the Riksbank and the Treasury. Also, 

financial crisis management operations have often involved private financial institutes 

as well. Thus, the need to supervise financial institutes has never been the exclusive 

desire of the Riksbank. Another part of the explanation may be the fact that the 

financial supervision developed during a time, the mid-nineteenth century, when the 

Riksbank was still very active in its commercial banking operations. It may then have 

been difficult to credibly assign the Riksbank with the supervision of commercial 

banks.259  

 

After this historical overview, the thesis now moves on to the four articles that explores 

a framework for theoretically understanding and analyzing financial supervision and 

supervisors, as well as more detailed empirical accounts of parts of the history of the 

Swedish financial supervision.   
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Appendix 1:   
 

Figure 1: Rate of on-site examinations per institute260 

 1940 1945 1950 1955 1960 1965 1970 1975 

Commercial banks 2.52 5.36 4.00 0.88 3.88 2.63 2.69 8.64 

Brokerage firms 0.41 0.46 0.48 0.46 0.38 0.17 0.13 0.22 

"Central" Agricultural credit 

association 

0.58 0.67 0.58 0.50 0.67 0.33 0.50 0.50 

Savings banks           0.30 0.28 0.48 

Examinations, total 94 143 94 33 79 167 131 236 

Institutes, total 85 71 61 55 52 438 331 265 

 

Figure 2: Rate of on-site examinations per branch office261 

 1940 1945 1950 1955 1960 1965 1970 1975 

Commercial banks 0.07 0.11 0.07 0.01 0.05 0.03 0.03 0.08 

Brokerage firms 0.24 0.24 0.24 0.21 0.16 0.06 0.05 0.08 

"Central" Agricultural credit 

association 

0.58 0.67 0.58 0.50 0.67 0.33 0.50 0.50 

Savings banks           0.07 0.04 0.06 

Total number of branch offices 1877 1805 1722 1728 1857 3935 4025 3769 
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