
 
 

How Do Public Banks Work? 
 

Public banks are viable economic engines for state and local governments. In an era when governments are starved for 

revenue and elected officials are reluctant to raise taxes, public banking offers a solid source of revenue generation, 

while investing taxpayer funds at home, rather than on Wall Street. Public banking is both “trickle down economics” 

with loans to local businesses and entrepreneurs and “trickle up economics” with debt relief for citizens.   

 

Public banks are … 

• Viable solutions to the present economic crises in US states. 

• Counter-cyclical, meaning they are capable of reducing the negative impact of recessions, because they can make 

money available for local governments and businesses precisely when private banks decrease lending. 

• Potentially available to any-sized government or community able to meet the requirements for setting up a bank. 

• Owned by the people of a state or community. 

• Economically sustainable, because they operate transparently according to applicable banking regulations 

• Able to offset pressures for tax increases with returned credit income to the community. 

• Ready sources of affordable credit for local governments, eliminating the need for large “rainy day” funds. 

• Required to promote the public interest, as defined in their charters. 

• Constitutional, as ruled by the U.S. Supreme Court 

and are not… 

• Operated by politicians; rather, they are run by professional bankers. 

• Boondoggles for bank executives; rather, their employees are salaried public servants (paid by the state, with a 

transparent pay structure) who would likely not earn bonuses, commissions or fees for generating loans. 

• Speculative ventures that maximize profits in the short term, without regard to the long-term interests of the public. 

Source: Public Banking Institute 

 

What Services Would a Public Bank Offer? 

Public banks offer services that complement those offered by community banks and credit unions but don’t compete 

with them. Often loans from public banks are managed by community banks. 

 

Public Bank Services Local Banks and Credit Union Services 

 Invest taxpayer funds locally for the public good  Savings accounts 

 Infrastructure projects (roads, bridges, parks, etc.)  Checking accounts 

 Consumer debt relief (re-finance or strike debt such 

as student loans or toxic mortgages) 

 Credit and debit cards  

 Auto loans 

 Low-cost loans for local businesses, entrepreneurs, 

farmers, and students (backed by the public bank 

and managed by a community bank) 

 Home loans, small business loans (banks) 

 Other personal loans, lines of credit, bank products 

 Counter services (ie, notary, check cashing) 
 
Arizonans for a New Economy: http://ArizonaPublicBanking.org 


