
Cut spending, raise taxes, sell off public assets—
these are the unsatisfactory solutions being pro-
posed; but the states’ budget crises did not arise 
from too much spending or too little taxation. 
It arose from a credit freeze on Wall Street. In 
the wake of the 2008 financial market collapse, 
banks curtailed their lending more sharply than 
in any year since 1942, driving massive unem-
ployment, which caused local tax revenues to 
plummet.  
 

The logical solution is to restore credit to the 
local economy—but how?  The Federal Re-
serve could provide the capital and liquidity 
necessary to create bank credit, in the same 
way that it provided $12.3 trillion in liquidity 
and short-term loans to the large money center 
banks.  But the Fed has no intention of do-
ing this—not because it would be too costly 
(the total deficit of all the states comes to less 
than 2% of the credit advanced for the bank 
bailout)—but because it is not part of the Fed’s 
legal mandate. 
  
So, the state policymakers are considering a va-
riety of reforms designed to increase bank lend-
ing, particularly to small businesses, the hardest 
hit by the credit squeeze. One measure that is 
drawing increasing interest is the creation of 
lending institutions modeled on the Bank of 
North Dakota (BND), currently the only state-
owned bank in the country.  The BND has a 
92-year history of safe, secure and highly profit-
able banking.  North Dakota has the lowest un-
employment rate in the country; and, in 2010, 
when other states were floundering, it had the 
largest budget surplus in its history.  

About PBI
The Public Banking Institute (PBI) is a 
non-partisan think-tank, research, and ad-
visory organization dedicated to explor-
ing and disseminating information on the 
potential utility of publicly-owned banks, 
and to facilitate their implementation. 
Through its consolidated corporate busi-
ness model, the actions of a banking in-
dustry, dominated by the “money center” 
banks of the Federal Reserve, have pre-
cipitated the economic imbalances now 
witnessed across the US economy. 
PBI seeks to explore the possibilities for, 
and to facilitate the implementation of, 
public banking at all levels - local, region-
al, state, national, and international. Its ap-
proach is informed by the historic role of 
public banks, in the U.S. and elsewhere, in 
fostering access to cheap and readily avail-
able credit for governments, businesses, 
and individuals, particularly with respect 
to creating productive capacity.

www.PublicBankingInstitute.org
info@PublicBankingInstitute.org

Public Banking
A Better Solution

Restoring credit to the local economy must 
happen at the state level. The Fed is not the 
answer. Many states are taking the initiative 
with legislation aimed at establishing state-
owned banks based on the succesful model of 
the 92 year old Bank of North Dakota. Here’s 
how your state can become part of the grow-
ing movement to create state-owned banks.

How States 
Can Solve 
their Budget 
Crises: 
Own a Bank

Public Banking
A Better Solution
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Support a State Bank for New York! BILL# A06737: Petition: http://www.change.org/petitions/support-a-public-state-bank-for-new-york-state
Facebook: http://www.facebook.com/publicbankingnewyork
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