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ETHNIC BANKING: Turkish Immigrants in Berlin

ABSTRACT 

This work is a preliminary study into the significance of the ethnic banking market in Berlin, Germany, featuring a case study on the Turkish immigrant population. Past literature has shown a positive correlation between integration, ethnic closeness, and immigrants’ bank usage. Emphasis is placed on how select banks in two Berlin sub-communities, Kreuzberg and Neukölln, are managing their relationship with the Turkish immigrant customer. The factors of integration, which influence the Turkish immigrants’ use of financial institutions in Berlin, are analyzed. Key interviews were conducted to further understand the integration process and bank usage. This study contributes to the academic discussion by recognizing a strong relationship between stages of reciprocal integration by ethnic Turkish immigrant customers and banks in Berlin. The findings may prove significant for other saturated European and international banking markets.

INTRODUCTION 

This work stems from earlier ethnic banking studies conducted by Peter Haiss and the author. In this study, the relationship between banks and Turkish immigrants of the Berlin sub-communities of Kreuzberg and Neukölln is the point of focus.
 Through information gathered in key person interviews with branch managers and scholars, a strong correlation between degree of reciprocal integration and increased Turkish immigrant bank usage in Berlin is identified.   Banks applying sound principles of ethnic banking strategy, facilitated by local knowledge, flexibility, and cultural awareness of the stages of reciprocal integration may prove key for attracting new customers in the saturated Berlin banking market.  This study does not go in-depth in gathering evidence to support the profitability of German banks’ catering to the Turkish client but sets the stage for such research to be regarded as necessary.  

This paper is organized as follows. The theory behind ethnic banking is introduced, followed by a brief explanation of reciprocal integration, an overview of banks in Berlin, a case study of the communities of Kreuzberg and Neukölln, and lastly, the conclusions will be summarized.

THE THEORY BEHIND ETHNIC BANKING

Globalization and rising competition are major triggers for bank internationalization, which is usually a matter of cross-border investment or cross-border business. Globalization can also show opposite effects. Clients and markets are looking increasingly towards regional, national, and ethnical aspects that provide an anchor for both client orientation and market differentiation. Past literature has shown banks can benefit from socio-economic aspects of ethnicity. In the saturated banking markets of countries and cities with a diverse ethnic mix, ethnic banking may prove a competitive advantage. The author analyzes the phenomenon of banks going international in the local market by exploiting the ethnic variety among consumers within Berlin sub-communities. While many see regionalization and globalization as uniform strategies across national boundaries only, ethnic banking indicates the opposite, namely, the segmentation on a local level following different national and international origins (Balabanis & Diamantopoulos, 2004). Ethnic-cultural sensitivity is important for fine-tuning the product-market fit for banking and can be applied to other product segments (Balabanis, Diamantopoulos, Melewar, & Mueller, 2001). This ethnic banking case study of two Berlin districts, Kreuzberg and Neukölln, suggests how banks, as is the case in other industries, start to actively use ethnic origin and its socio-demographic factors to profile customers.
Regional and ethnic aspects have received growing attention in the strategy and economic literature. Douglas and Wind (1987) recognize that an “adaptation to local or regional differences may yield better results” and propose a standardized strategy for regions or clusters sharing certain socio-economic similarities. Prahalad and Doz (1987) stress the feasibility of regional strategies in their framework of global integration versus local responsiveness. Guiso, Sapienza, and Zingales (2003) empirically estimate the financial development by assessing a regional effect of financial services and give an affirmative answer to the question: Does local financial development matter?  Ethnic closeness in that sense can be regarded as a source of efficiency and competitive advantage. 

Rueda-Maurer (2003) provides evidence that adjacency and common language are the most important determinants for bank internationalization– which seems perfect for localization and the ability to serve ethnic communities’ banking needs. Focarelli and Pozzolo (2005) offer proof that the probability that a bank will have a foreign subsidiary in a country where the same language is spoken is higher than average. Buch (2003) and Haiss, Pichler, and Steiner (2005) find that cultural characteristics and language are important in explaining the degree of internationalization of Spanish banks. Theories of asymmetric information and market imperfections provide a rationale for the success of Spanish banks in international banking markets. Information costs are lower within countries, regions, and ethnic groups that share the same language (Focarelli & Pozzolo). Chang, Hasan, and Hunter (1998), and Haselmann (2006) argue that linguistic and cultural barriers are disadvantages for foreign banks. In addition to applying these thoughts on banks’ cross-border activities, ethnic aspects can also be a source of competitive advantage within certain national or regional markets: information costs are lower and client identification is higher within ethnic groups that, among others, share the same language. 

Ethnic banking, a relatively new term, will be used as the application of a bank’s efforts in identifying the ethnic and cultural composition of its customers or potential customers; then by using this identification, adapt marketing and services accordingly. The ethnic banking market is an attractive opportunity for growth on a local and global scale.
 

Recent Ethnic Banking Related Studies

Early case studies of the U.S. and the U.K. banking markets may provide a base for understanding Berlin’s ethnic banking opportunities. Armstrong and Haiss (2007) and Shammuganthaan, Stone, and Foss (2004) identify that the Hispanic and Asian minority ethnic populations are extremely under serviced by U.S. banks and that their cultural expectations of banking services deviate significantly from traditional U.S. banking practices. However, those banks implementing ethnic banking practices are able to gain a greater market share, capture ethnic clientele, and increase banks’ profitability in a highly saturated market (e.g., Bank of America). 

Armstrong and Haiss (2007) and Shanmuganthan, Spinder, Stone, and Foss (2003) explore what banks in the U.K are doing to serve select Southeast Asian and Muslim immigrants. Both of these populations are growing faster than the native community.  With regards to Southeast Asian immigrants, there has been an increasing focus by U.K. banks to hire from the ethnic communities that they were trying to serve. Specifically, banks are attempting to hire individuals who would make up the face of the bank (i.e., tellers, financial consultants, and branch managers) in order to make the ethnic customer more comfortable and to bestow a higher level of confidence in the services and products being offered.

Muslim immigrants in Britain, similar to Turkish immigrants in Berlin, have a vastly different culture than the host country or region.  As a result, the ethnic immigrant population tends to establish sub-communities within the host country.  These sub-communities create demand for ethnic-oriented businesses and services known as ethnic economies.  However, what is distinct about the Muslim community in Britain is the need for Islamic banking services.
  Due to the fact that no British bank offered such specialized ethnic service, Ahli United Bank (formerly the United Bank of Kuwait) moved to the U.K. to provide Islamic banking services such as mortgages and small business loans to the Muslim population. With very little local competition from British banks, Ahli United Bank is receiving monopoly-like profits from ethnic Muslim customers (Ahli United Bank, 2006).  Ahli Bank moved to serve an ethnic clientele; this is similar to Turkish banks’ movement to Berlin in order serve ethnic Turkish clients. 

Analyzing the Turkish client’s relationship with banks in Germany provides another valuable insight into ethnic banking practices.  Unlike banks in the U.S. and the U.K., very little effort has been made by the domestic banks to capture the ethnic Turkish customer in Berlin. This work establishes that applying similarly sound principles of ethnic banking strategy, facilitated by local knowledge, flexibility, and cultural awareness of the stages of reciprocal integration by both the Turkish client and the German bank may also prove key for attracting and keeping new clients the saturated Berlin banking market.     
RECIPROCAL INTEGRATION THEORY
The concept of reciprocal integration is central to understanding ethnic banking in Berlin. Following Klopp (2002), integration encompasses the notion of “societal participation in overlapping social, cultural, economic, and political spheres.” Klopp continues stating the “outcome of integration is that individuals and groups become involved in, and part of, social, institutional, and cultural fabric of the receiving society”(see Bauböck, 1996; Carmon, 1996; Valtonen, 1996; Weiner, 1996). In theory, integration may sound different, however in practice critics claim that it still amounts to the early ideas of assimilation, “making them like us.”  There are nonetheless minimal differences between assimilation and integration. The typical understanding of integration, given by Goldberg (1994), is that there is a “monovalent center and plural peripheries.” This also indicates that the majority or “monovalent center” does not change. Thus it does not allow for the potential for “those integrating into the polity to gradually alter, or contribute to altering, the ‘fabric of society’” (Klopp).

Through interviews and literature review, the author finds that academics have not yet developed a macro theory to explain the shift from homogeneity to heterogeneity.  Nevertheless, it is clear that the shift does occur and therefore cannot be solely a unilateral process. Also noting this, Klopp (2002) proposed the concept of “reciprocal integration.” He uses the term integration as he feels it is “more inclusive and dynamic than assimilation.” Reciprocal integration is characterized as a “consensual model.” Klopp continues stating, “theoretically, reciprocal integration should be understood as a process located between pure assimilation to a predetermined membership” and parallel societies (i.e., separate ethnic communities or enclaves that exist side by side but do not interact or cohere with one another). The concept of reciprocal integration explicitly acknowledges multivalent change.

For the rest of the paper reciprocal integration will be used in defining the shift from homogeneity to heterogeneity where both the majority and minority are active participants in overlapping social, cultural, economic, and political spheres.    

While it is understood individuals of Turkish origin may be able to integrate into Berlin society, the term “integrate” may not be appropriate for describing the German banks’ efforts in catering to the Turkish client. Is an institution capable of integrating into the community it is serving?

The difference between the integration of the Turkish immigrant populations as a minority group and the integration of German banks with the Turkish customer is pertinent to this discussion. As addressed in the theories behind ethnic banking and immigration sections, a bank as an institution (representing the majority culture) and the immigrant (representing the minority culture) can move ethnically closer to each other. A German bank is an institution and like all institutions, has its own culture.  There are two key components that define the culture of a German bank.  It is a profit-making institution and it is also a part of the Berlin community as something distinctly German. The Turkish group has other components that make up its culture. Accordingly, the participation and integration process is fundamentally different for each. 

In order for a German bank to integrate, it must adapt its products and services to better cater to the Turkish group. For example a bank’s shift from homogeneity to heterogeneity can be seen in the diversity of its staff and product offerings.  In contrast, the Turkish population must adapt their way of living to Berlin society in order to integrate. For example, the Turkish customer may need to adapt to the larger amount of paper work associated with applying for a loan.  Through the reciprocal integration of the German bank towards the Turkish customer and the Turkish customer into Berlin society, there is an increased likeliness of Turks using German banks.  

As discussed, banks should have more incentive to integrate towards the ethnic customer as banks are profit-making institutions. Accordingly, it must be determined whether it is profitable for German banks to target Turkish customers.  During the interview process, the author discovers even if catering to the Turkish immigrant is proven profitable for German banks, there may be reluctance due to the shift away from Berlin culture the bank may experience.
In summary, reciprocal integration is a multivalent change in which both the minority culture and majority culture take on traits from one another. The reciprocal integration process consists of multiple stages that can be tied directly to generations which are constantly being replenished and overlap. In the case of Turkish immigrants in Berlin, reciprocal integration is the possible shift from homogeneity to heterogeneity where both the German banks and Turkish customers are active participants in overlapping social, cultural, economic, and political spheres. 
BANKING IN BERLIN
Introduction
The Berlin banking market is highly saturated and extremely fragmented.  Despite significant consolidation, there are still literally hundreds of financial institutions active in Berlin.  Recently, the German banking industry has experienced a dramatic slowdown which results from “an overbanked domestic market, high administrative costs, and ‘crumbling’ lending margins” (Fear, 2003).  Since 2000, nearly all commercial banks in Berlin have reported losses in multiple years. 

Since the early 1990s, an unprecedented process of consolidation has taken place in the banking sector of most industrialized countries, including Germany. The consolidation process is said to be caused by the increasingly competitive environment stemming from improvements in information technology, financial deregulation, and liberalization within and across many countries (Berger, Saunders, Scalise, & Udell, 1998; Marsch, Schmieder, & Forster-van Aerssen, 2007).  Germany, the largest banking market in Europe, has experienced by far the largest reduction in the number of banks (European Central Bank, 2005). 
 Several negotiations, mergers, and takeovers involving banks active in Berlin have occurred (e.g., the Commerzbank takeover of the largest German mortgage bank, Eurohypo).
Today, German small and medium-sized enterprises (SMEs), also known in Germany as the Mittelstand, make up a high percentage of Germany’s GDP and exported goods (Deutsches Aktieninstitut, 2003).  German SMEs rely almost exclusively on bank credit (Marsch, et al., 2007). SMEs first began to rely on flexible bank credits in the 1970s, as they did not yet have access to modern capital markets (Fear, 2003). Accordingly, there is “a strong inverse relationship between the size of the firm and the proportion of bank credits to total liabilities” (Fear, 2003). 

As noted by Pütz (2004), Turkish small businesses did not use bank financing in the 1970s, even though the group was in desperate need of financing. Unfortunately, this is still the case today, but they are in desperate need of financing opportunities.  The industries of Turkish and German SMEs in Berlin differed tremendously.  German SMEs were focused on capital intensive, high-tech and medium-high tech manufacturing operations, while Turkish firms centered on low-overhead retail stores, such as produce markets (Pütz, 2004).

In addition to bank consolidation, another trend is also occurring, the internationalization of German banks.  This trend has occurred almost exclusively among the large private commercial banks in Germany (e.g., Commerzbank, Deutschebank, Dresdner Bank, and HypoVereinsbank). Deutsche Bank, acting earlier than the rest, acquired Morgan Grenfell in 1989. Deutsche Bank has since been by far the most successful of the banks operating in Berlin (Deutsche Bank AG, 2007).  In this study, Deutsche Bank will be categorized as a German bank although most, if not all, measurements would classify it as a multinational bank. The reason Deutsche Bank will be considered a German bank for the purpose of this study is because the branch offices have existed in Berlin since 1870, hence representing a deeply engrained German banking culture.  This culture is significantly distinct from the multinational banks.      

According to Fear (2003), banks operating in Germany, due to global competition and the deregulation of capital markets, have been forced to universalize service and product offerings, even to the extent of combining commercial and investment banking activities. For example, banks began to perform underwriting and securities brokerage in addition to handling savings deposits and commercial lending. Banks located in Berlin were no exception to these changes.  In the early 1990s, many German banks exercised a strategy identified as Allfinanz or the attempt to “provide comprehensive financial and consulting services for their clients” (Fear, 2003; Grosse, 2004).  The strategy entailed enticing new customers with very favorable rates on traditional banking services, then “bundling” those services with those yielding higher profit margins (Grosse, 2004). The Allfinanz strategy was implemented with aims of increasing profit margins for the German banks. Fear (2003) concludes that the intense competition among banks in Germany has “resulted in Germany becoming one of the most ‘overbanked’ and least profitable banking markets in Europe.”  

There are three distinct categories which banks in Berlin can be classified into: German, multinational, and Turkish. In the two communities studied, each type of bank is present. There is a total of 46 bank branches in the two districts. It should be noted that there are thirty-eight German, five multinational, and three Turkish bank branches.  In Figure 5, each of the major banks researched is listed and the corresponding services or products it provides. Surprisingly, the interest rates and product offerings do not vary significantly across the three types of banks present in Berlin. The strengths and weaknesses of each type of bank and how it best serves the Turkish customer will be evaluated.
German Banks

German banks in Berlin can be broken down into a number of subcategories including large private banks and regional private banks. The large private banks present in Berlin are Commerzbank AG, Deutshe Bank AG, Deutsche Postbank AG, and Dresdner Bank AG.  All of the banks have their headquarters in the financial capital of Germany, Frankfurt, with the exception of Deutsche Postbank.  The second type of bank, regional banks, includes Berliner Bank, Dexia Kommunalbank Deutschland AG, Norisbank GmbH, Readybank AG, SEB AG, and Degussa Bank GmbH.

As a result of the increasing internationalization of the business handled by German banks, the number of German bank foreign branches grew steadily until 2003 (Assoc. of German Banks, 2008). Similarly, the number of foreign bank branches in Germany also grew.  According to the Association of German Banks, the German banks’ strategic repositioning and greater focus on core competencies led them to cut back operations in their foreign branches.  The number of foreign branches held by German banks declined accordingly. Over half of the foreign branches run by German banks are located in other European Union countries (Assoc. of German Banks).

German banks have struggled increasingly in the saturated Berlin market and have been making efforts to improve earnings and cut costs in all sectors. This includes scaling back the branch network (See Figure 4). What the figures fail to show is the reduction in the number of branches has been accompanied by a change in the type of services offered.  There has been a greater emphasis on supplying information and advice and an increase in the automation of routine transactions (Assoc. of German Banks).

To increase assets for both the customer and themselves, German banks in Berlin have expanded their securities operations. This stems from customers’ increased desire to invest in securities and with institutional investors (investment funds and insurance companies) and SMEs making greater use of the capital markets as a source of funding. As expected, the banks now hold an increasing number of corporate securities (Assoc. of German Banks, 2008).

The balance sheets of German banks are comprised of roughly 25 percent inter-bank loans and deposits, 50 percent customer (non-bank) loans, 20 percent securities holdings, and five percent from other activities (Assoc. of German Banks, 2008). For whatever reason, lending to customers and customer deposits has slowed in recent years.  Nevertheless it remains the core business of all German bank branches in Berlin. 

Almost 85 percent of German bank loans go to the private sector and approximately 45 percent of these loans are to individuals who are not self-employed (Assoc. of German Banks, 2008). Around half of the loans to individuals provided by German banks are property loans. In comparison to the U.S. and U.K. markets, the demand in Germany for consumer loans remains limited (Assoc. of German Banks). Small businesses and the self-employed in Berlin usually take out loans from German banks to finance investments or running costs (Assoc. of German Banks). Historically, enterprises finance a much greater proportion of their spending through borrowing than do households. 

The Berliner Sparkasse is a municipal savings bank.  It is partially owned by the government and is focused on providing traditional banking services to Berlin residents.  Sparkassen (municipal savings banks) are not as profit driven as the private banks in Berlin; rather, they are seen more as a social institution provided by the local government. Sparkassen, including the Berliner Sparkasse, have a reputation for focusing on projects important to the local government officials.  It remains to be seen whether Berlin government officials will find value in targeting the Turkish client.

Historically, German banks have offered comprehensive financial and consulting services.  More specifically, “they helped arrange contacts, identify potential joint ventures or alliances, and organize education centers about export markets, financial management, and technological changes” (Fear, 2003).  An early example of a bank using such services to gain a competitive advantage is Deutsche Bank.  Throughout the 1990s, Deutsche Bank “established over 260 special education centers in its branch offices” to advise small to medium size companies (Deeg, 1999; Fear, 2003).  The strategy of special education centers could be used to better serve Turkish immigrant clientele.

Multinational Banks

Two multinational banks present in Berlin are GE Money Bank GmBH and Citibank Privatkunden AG.  GE Money Bank specializes in financing, while Citibank focuses on credit cards and other transaction services.  Both of these multinational banks are present in over 100 countries around the world.  Each bank provides a worldwide network of branches and financial services.  The product line and delivery of services is more or less uniform for each of these banks regardless of country.  Universal banking is an effective strategy when banks are as large as GE Money Bank and Citibank.

Under the Citi “umbrella,” the offering of financial services is virtually unlimited.  From the branch offices in Berlin, an individual can move money around the world.  This includes remittance services to and from Turkey.  Remittance services are very important for immigrant populations as was highlighted in past ethnic banking studies (Armstrong & Haiss, 2007; Shanmuganthaan, Stone, and Foss, 2004).

It may be reasonable to argue against ethnic banking, using Citigroup as an example.  Citigroup is clearly the most successful financial group on the planet, with locations in nearly every corner of the world.  Citigroup is the global industry leader in number of branches, number of employees, number of customers, and number of ATMs.  However, the fact is that most of Citigroup’s business in their 100 plus countries consists narrowly of “credit card and banking services for an urban professional class” (Tschoegl & Guillén, 1999). The method of exclusive universal western banking practices cannot be termed ethnic banking (Armstrong & Haiss, 2007).  

At one time, Citigroup used a global retail strategy, in which it refrained from truly entering into the host country culture and building important local relationships. This has changed and the communities of Kreuzberg and Neukölln provide proof.  Citigroup used to provide banking services only to those who were familiar with Citigroup’s existing global services and knew how to take advantage of them. Its aim now is to attract new clients not as familiar with the banks services.  Given Citigroup’s and GE Moneybank’s mostly universal banking products, those groups who do not choose to buy into universal banking may be neglected. 

Citibank is hiring more and more from the local population, as can be seen in the branch offices in the Berlin sub-communities. This aids in the integration of the bank to the customer. Nonetheless, for those who prefer a bank that respects what they, the individual customers, want with regard to customized services and a relationship with their bank, Citibank may be too large. Citibank and GE Money Bank lack flexibility because of their size.  Turkish and even some German banks are building and continue to build strong relationships in Kreuzberg and Neukölln.  Through these relationships, they are able to provide banking services beyond credit cards and deal with all local clients, not just those who reside in the urban community with “western banking” knowledge.  

The truth is that Citigroup may be the most geographically diverse financial service provider in the world, but since the 1990s, two Turkish banks have dominated the Berlin Turkish ethnic banking markets. This is surprising due to the extensive international banking experience of the two multinational banks and the relatively limited international experience of the Turkish banks. 
Turkish Banks
The two Turkish banks present in Kreuzberg and Neukölln are Ziraat Bank International AG and IS Bank GmbH. Ziraat Bank International AG was present early in the Berlin banking market and is one of the largest banks operating in Germany and the European Union today.  Just like the second Turkish bank, IS Bank GmbH, Ziraat Bank is a member of the deposit protection fund of the Federal Republic of Germany (Bundesverband deutscher Banken e.V.). Both banks are also members of an organization (i.e., Entschädigungseinrichtung deutscher Banken GmbH) that protects bank clientele from banks becoming insolvent.

T.C. Ziraat Bankasi, Ziraat Bank International AG’s parent company, established its first representative office in Germany in 1964.  The bank’s initial role was to send remittance services from guest workers to family members who lived near the home bank in Ankara.  Eventually, there were eight representative offices in West Berlin and West Germany. 

Comparable to the Spanish banks entering Latin America, both Turkish banks’ desire to serve the increasing business relationships between Turkey and West Berlin and West Germany prompted the bank to internationalize.  The rapidly growing Turkish population increased the need for ethnic banking services and motivated these Turkish banks to enter Germany.  

IS Bank GmBH considers itself a product of the “long standing economic ties between Turkey and Europe.”  Türkiye İş Bankası A.Ş., the parent company of IS Bank, is currently the number one bank in Turkey in terms of assets.  Türkiye İş Bankası A.Ş. was the first Turkish bank to go abroad, which it did in Hamburg in 1932.  However, during WWII, the branch was closed.

In 1976, in order to aid Turkish clients in Germany who chose not to return home after the guest worker contract ended, Türkiye İş Bankası A.Ş. set up a representative office in Frankfurt.  Some years later, it also entered the Netherlands, Switzerland, Austria, and France in order to serve the growing Turkish immigrant populations. Türkiye İş Bankası A.Ş. bank movement of following customers is very similar to that of Spanish banks (e.g. Banco Bilbao Vizcaya & Banco Santander Central Hispano, Haiss, Pichler & Steiner, 2005). In 1992, IS Bank GmbH was founded following the liberalization of the banking industry in Germany. Today, IS Bank has 16 branches in Europe with its headquarters in Germany.  The Türkiye İş Bankası A.Ş. plans to continue to expand internationally using Turkish immigrant business as its base.  The bank’s goal, as stated on its website, is to promote “close commercial and other ties between Europe and Turkey.”  

One of the reasons Spanish Banks pursued the Latin American banking market was that Spain and Latin America share a common language, Spanish.  Language plays a different role in Berlin.  In order to operate successfully in the Berlin market, Turkish banks must not only speak Turkish, but German as well. Costs are essential to consider when entering foreign markets.  It is costly for Turkish banks to translate contracts and reports from German into Turkish before sending them back to upper management in Turkey.  Likewise, there is a steep additional cost to support expatriate managers who run branch offices in Berlin.  The adjustment for these expatriate managers can be also very taxing.  The Turkish expatriate bank managers, similar to those in most companies entering new markets for the first time, were sent to maintain consistency in company policy and culture. 

The Turkish banks entry into the Berlin market was an expensive and risky venture given the costs of establishing branches in a highly competitive, developed country with many barriers to entry. However, Turkish banks must have seen and continue to see an opportunity that is worth the higher cost of entry and sustained operations, which bank branches in Berlin entail. 

There are several push-factors that explain the involvement of Turkish banks in Berlin (see Figure 6). Many Turkish companies are represented in Berlin, which is seen as an international market of great importance. Therefore, corporate clients request the Turkish banks be equally involved in the Berlin market. Besides this customer-push, the competition between the two large Turkish banks, IS Bank AG and Ziraat Bank International AG, was and still is another reason for a continuous strengthening of their involvement in the Berlin market.

Both of these Turkish banks have proven very successful in Berlin as first movers. Given their long history in Germany and the increase in the number of branches over the years, the demand for ethnic banking services by Turkish immigrants must have been underserved by the German and multinational banks. Their continued and growing success indicates there is still a demand unmet by the German or multinational banks.
CASE STUDY: KREUZBERG AND NEUKÖLLN

Introduction

In February of 2008, the author conducted a series of key person interviews involving Turkish immigrant study experts located in Berlin and bank branch managers in the Berlin sub-communities of Kreuzberg and Neukölln. A separate list of questions was formulated to target each of the two groups’ knowledge. The questions were designed to seek primarily qualitative responses. Samples of the qualitative questions posed to each of the key persons can be found in Appendices A and B. In the two maps (Figures 7 and 9), each of the numbers of the map represents a statistical area within the Berlin districts Kreuzberg and Neukölln.  The population numbers match up with the chart directly below the map (Figures 8 and 10). The zones identified on the maps are for Berlin Office of Statistics official use and have no other significance to the knowledge of the author.

The maps and data reveal the size of the Turkish immigrant population in a relatively small regional area just south of downtown Berlin (See Figures 7-10 and Appendix C). Combined, there were nearly 88,000 Turkish residents living in the two districts in 2005, making up roughly 29 percent of the total (294,000) registered residents. The figures provide clarity as to the significance of a bank’s choice whether or not to use an ethnic banking strategy to target Turkish immigrants.
Turkish Immigrant Study Experts
The author had the pleasure of discussing the topic of ethnic banking and the issues surrounding Turkish immigrants in Berlin with eleven scholars whose fields and occupations involve research into the Turkish immigrant population. The scholars’ studies focus on Turkish immigration studies in Berlin and related immigration and integration subject matter.  Many of the scholars are working for non-profit service organizations or are lecturers at local universities.  It is important to note that many of the scholars are of Turkish heritage.  Each of the interviewees was able to provide insight into the integration of Turkish immigrants as well as Berliners’ reaction to Turkish immigration (or reciprocal integration).

Each of the academics described the process of integration as one that involves many steps. One spoke about stepping over lines. There is not just one line a Turkish immigrant must cross in order to integrate.  There is a series of lines, each with its own challenges to identity.  This observation connects with Gordon’s (1964) classic theory of Structural Assimilation (Figure 1).

The steps are defined by the scholars in terms of generations.  Most are, however, careful to point out that there are more than just rare instances in which third-generation Turkish immigrants struggle in the German language.  The blame, some scholars say, must lie with the Turkish families and the Berlin government.  Hundreds of Turkish students are unable to learn in classes because they do not have a basic command of the German language.  The reason for this is their parents’ German is often very limited and only Turkish is spoken in the home.

Concerning language, many of the scholars worry that illiteracy, not only in German but in Turkish as well, will lead Turkish youth to gangs.  Some scholars describe the constantly darkened prospective of the Turkish youth in Berlin society.  Many Berliners feel that teenagers, mostly boys, roam the streets looking for trouble and that the city is going in the wrong direction at the hands of the Turks.

Some scholars stated that deficiencies in German language stem from a phenomenon called “parallel societies.” A parallel society was defined to the author as a situation in which a minority group of individuals creates its own institutions to serve it insofar that it no longer needs those of the majority.  By institution, the scholars refer to both physical institutions (e.g., social clubs) as well as abstract ones (e.g., institutions of information and government).  The majority of scholars admitted the communities of Kreuzberg and Neukölln to be well on their way to parallel societies. The more Berliners move out and the more Turkish immigrants move in, the less chance integration will occur. 

Prejudice is not something that should be taken lightly ever, lectured one scholar, especially not in Germany.  She continued to preach that there are too many groups with hate for others, and too many “others” to hate. 

Scholars explain that the many subgroups within the Turkish immigrant population do not live happily alongside each other and in fact there is a fair bit of animosity amongst the variety of Turkish immigrants. One scholar even claims that many Turkish groups might get along better with ethnic Germans than with other Turkish groups. 

The number one theme emphasized by the interviewees is the vast diversity represented by the Turkish immigrant population.  For example, one interviewee gave a long list of sub-groups within the Turkish immigrant population, most of which were recognizable, but then he proceeded to break down those groups even further.

It is important for banks to recognize the degree of segregation within a minority group when considering implementing ethnic banking strategies.  For example, it may not be wise to hire just any person who can speak Turkish and looks Turkish to be a branch manager in Neukölln.  Ignorantly, one may have selected a Turk from a subgroup that does not align with the majority of Turkish immigrant clients whom the bank is trying to serve.  This could reverse the bank’s efforts and perhaps drive existing ethnic Turkish customers away because of the insensitivity exercised by the bank.

Another facet discussed was that of obtaining citizenship. The scholars are in agreement that obtaining citizenship was overcoming a major obstacle on the road of integration.  Citizenship, as the author discussed with one scholar, is a symbol of reciprocal integration. Given the history of citizenship (e.g., having been given and then taken away from the Jews, and having been kept from foreigners born on German soil for so long), it is a tremendous step on the part of the Germans to integrate with the immigrants. Perhaps now Germans too will experience integration with the immigrant groups, quipped one interviewee.  Germans are finally changing their too-long, stubborn, nationalistic ways; perhaps now they will see what the world can really be like, chimed another.

One interviewee argues that the greatest obstacle for either the Berliners accepting the Turkish immigrants or vise versa is their own struggles with identity.  Each group, she claims, is worried about losing the culture they hold dear and fear being “infected” by the culture of another. Identity is a tricky concept in German history, as many leaders have tried to manipulate the identity of both the German nation and the individual Berliner.  Most scholars predict at least another two generations before Berliners can look upon an Ausländer (foreigner) and not immediately think, Ausländer. Others indicate a much longer time is needed.

Scholars put particular emphasis on the third-generation of Turkish immigrants.  The third-generation, one scholar says, is an indicator of both the successes and failures of Turkish integration into Berlin society.  Success stories include those who are completely fluent in the German language and are highly interactive socially and professionally in Berlin society.
 Descriptions of those third-generation Turkish immigrants who have not integrated well into Berlin include youths who drop out of school and become involved in criminal activity. This group is described as having little or no competency in either the German or Turkish language but an elementary command in both.  Four scholars explicitly stated that they understood why banks or any other business would not try to serve the third-generation immigrants that had failed to integrate. The third-generation, which has successfully integrated to the extent described above, most likely were already using German banks or would feel comfortable doing so, commented one scholar.  There is however the group of third-generation Turks that falls between the two extremes of successful or failed integration.  Many of the scholars describe this group as leading similar lives to the second and sometimes the first-generation.  

The financial services thought to be in greatest demand for Turkish immigrants, in the opinion of the interviewees, are services pertaining to small businesses (see Figures 2 and 3).  They could not reiterate enough the importance of the ethnic economies of the Turkish immigrants in Berlin.  Small businesses are their livelihood, claims one scholar, both for the owner and their customers.  Others remark that more and more Turkish immigrants are going to university programs, so perhaps student loans would prove a rising interest to Turkish immigrant families.  The other service that was mentioned with great frequency was car loans.  More and more Turkish immigrants are buying cars in Berlin. 

The interviewees had difficulty deciding how often Turkish immigrants used “traditional German” stores.  Most predicted that they would use German stores whenever there was not a Turkish store selling the same goods.  Odds are that the goods in the Turkish store would be cheaper anyway, and that, according to the scholars, is what most Turks pride themselves on: a bargain.  This is in stark contrast to the Berliners’ deeply engrained preoccupation with quality. 

Some of the interviews went on for hours, as the author and the interviewees discussed in-depth the ever-evolving relationship between Berliners and Turkish immigrants.  In the end, most scholars provide a positive outlook.  This is especially interesting given the Turkish heritage of most scholars interviewed.  Many hope that Berliners would soon accept the Turkish culture in Berlin society as it continues to intertwine with the Berlin culture. The scholars declare that Berlin is quickly becoming a Berlin-Turkish society, where “Berlin society,” by itself, would take on a new, multicultural meaning.  

Bank Interviews and Analysis

A minimum of two bank managers was interviewed from each type of bank and a total of eight branch managers were interviewed. For this study to remain objective per the request of those interviewed, none of the participants’ names, responses, or reactions will be mentioned or associated with a particular bank unless permission was given.  To better understand the three types of bank studied, each type, German Banks, multinational Banks, and Turkish Banks, are analyzed separately.
German banks

The interview with German bank branch managers in Kreuzberg and Neukölln differed greatly.  The majority of managers expressed their opinion that if a bank was providing the best service, it should not matter whether or not they target ethnic clients.  That is, the Turkish clients should use the bank’s products and services because they are the best available.  Nearly all German bank branch managers were unwilling to admit any possible advantage in changing their offerings of products or services to attract Turkish clients.

Sentiments were exchanged that as a branch manager, one should be worried about losing their current customers when chasing wildly after another. This reaction permeates Berlin banking history where banks have had to refocus their strategies after getting too far off track. This also brought to light social and political implications of banks’ decisions whether or not to introduce an ethnic banking strategy.  Managers worry that Berliners might be less likely to use their bank if there were placards hanging in the window with Turkish writing on them, or that the Berliner would have trouble standing in line next to a Turk.  Given the history of Berliners moving away from communities such as Kreuzberg and Neukölln as the number of Turkish immigrants grew, the bank managers’ thinking is understandable.

Even branch managers of banks that have already started to use ethnic banking strategies are skeptical. Most managers emphasize that the implementation of tactics, such as ethnic hiring, came from higher level management and was not a choice made locally. Hence, they are not enthusiastic in explaining why their bank has changed its strategy.

When asked about specific products or services their bank offered for potential Turkish clientele, German branch managers often responded that they offered every type of service.  This refers back to the concept of Allfinanz, which is also represented in Figure 5.  Conversely, when asked whether their bank had bilingual services (which is a specific service that a bank can offer for potential clientele), three managers remarked that they were a German bank and there are Turkish banks for that.

When asked about the presence and competition presented by the Turkish banks across the street or nearby, two German branch managers answered that they were not serving the same clientele so they were not really in competition. In the managers’ minds, it was not their banks’ intention to serve Turkish clientele.

Some branch managers expressed frustration with the direction of the author’s project.  They could not understand why a student wished to study Turkish immigrants’ relationships with banks in Berlin.  There were a few who made it clear that they thought it was a waste of the author’s time.

There was one case where a German branch manager expressed a concern why their German bank was not targeting Turkish clients.  The manager described a number of scenarios in which Turkish customers are lost due to misunderstandings involving language or technical procedures.  The manager mentioned a scenario in which Turkish fathers would bring their son or daughter with them to the bank to translate.  The father, the manager said, would often become frustrated or embarrassed that he is dependent on the son or daughter to translate, and still worse was that they were translating something as personal as financial information.

The author later retold the story to some of the Turkish studies experts.  They were not surprised.  The experts explained that the Turkish family is one of a strict patriarchic structure. When the father must relinquish his fiduciary responsibilities to his children, it goes against very deeply ingrained cultural values. In the case of the daughter translating for the father, the situation becomes much more challenging for the Turkish father to endure.  There are strongly defined roles that separate the values of males and females in Turkish culture. These roles are violated when a father must ask his daughter to tell him the balance of his bank account. 

Most branch managers admitted that their office had no special training for employees (e.g., helping tellers deal with diverse clientele). They justified the lack of training with their description of their typical Turkish client – fairly well educated, between 25 and 35 years old, and highly competent in German. This description fits with some of the late second, but most likely with the third and fourth-generation Turkish immigrant.

The services used most often, according to the German bank branch managers, are savings accounts or short-term, fixed interest loans. In general, Turkish clients did not use security trading or other high risk services. Bank managers expressed that they felt many of their services were perceived as too complicated for the Turkish customer. Managers compared their Turkish client as being more risk averse than their “German” client.  Few managers mentioned small business loans for Turkish immigrants. When asked about credit for business or personal loans, German bank managers replied that everyone, no matter of nationality or special circumstances in the home, needed to meet the same financial requirements.

Upon initially asking about banks serving Turkish clients, most German branch managers referred me to Deutsche Bank.  Every bank manager in the city seemed to know that Deutsche Bank had set up a special program to target Turkish customers.  It made the author wonder if every manager would refer potential Turkish customers they were struggling to serve to Deutsche Bank as well. 
In conclusion, most of the German bank managers interviewed stated, more or less, that they rely on the Turkish immigrant to adapt unilaterally in order to use their services or products which the managers deem to be the best available.  Referring back to the definition of reciprocal integration, the German bank branch managers, with some exceptions, did not feel it was the German bank’s role to adapt to the Turkish customer in order to win their business but rather the Turkish customer’s role to adapt to the bank.

Multinational banks

The interviews with the multinational bank managers were the least fruitful in identifying a relationship between the integration of Turkish immigrants and their use of these banks.  The two multinational bank managers saw ethnic banking quite differently.  The branch managers did have one thing in common: they were not interested in a long exchange regarding Turkish immigrants, as they both felt confident that they were doing everything necessary to serve them.

The managers declared the reason they are using ethnic banking strategies is because it is an integral part of what their bank does. Because their bank is an international bank, inherently managers of these banks know how to deal with people of different nations.  For example, both managers used a local hiring strategy to resolve the language barrier with first and second-generation immigrants.  The multinational banks hired purposefully out of the same community they are trying to serve.

When asked to describe their average customer, one of the branch managers jokingly said, look out the window, there they are, all of them.  The manager continued quite seriously, wherever our branches are located, all over the world, when you look out the window, you will see our customers. Naturally, not every person who walks by a branch window is a customer of the bank.  Nevertheless, the manager made his point whether it was accurate or not.

One of the managers explained their bank was present in Turkey and had been for quite some time.  This, he said, is the reason many of their Turkish clients choose them.  Both of the multinational branch managers talked about serving firms which conducted business both in Germany and Turkey, as well as other nations all around the world.  

The advantage of serving the Turkish client in the Berlin sub-communities, according to the managers, was to gain their loyalty for life.  Each of the managers spoke of the distant future and how their banks will have served millions of minority individuals in communities like Kreuzberg and Neukölln. And those million minorities will become a billion plus, comprising the majority. In the case of Citibank, which already has the majority according to its website, provides services at a local level to minority groups and promises success in the future, as well as the present.

Neither of the bank managers could identify a specific product that their bank had developed in order to better serve the Turkish client in Berlin.  They did, however, give multiple examples of which products the Turkish immigrants did use.  Examples included first-time car loans with a poor or no credit rating from GE Moneybank and free remittance services from Citibank. Conversely, each of the managers could not identify an area in which their bank could better serve the Turkish client.  One manager simply stated, we just need to keep doing what we are doing and we will stay ahead.

Turkish Banks

The author was surprised to see non-Turkish employees, as both tellers and financial consultants, in multiple Turkish bank branches.  This indicates that the Turkish banks are also hiring locally.  The managers explained that there are many German businesses which deal with Turkish businesses; these non-Turkish employees reduce the feeling of foreignness when working on a deal. Perhaps Turkish banks are exercising two ethnic banking strategies simultaneously.

The author asked which language is spoken more often between coworkers, Turkish or German?  Both managers replied, German of course, we are in Germany, after all. One Turkish expatriate manager went on to explain that he enjoyed learning German by speaking with his younger German-Turkish colleagues who spoke flawless German.  This story is not to say that the Turkish language is not the most common language between customers and bank employees, as it most certainly is.  As found in much cultural literature, language goes much deeper than just the spoken word (Hall, 1990; Trompenaars, 1998). The over-used analogy of the iceberg fits well here.  Above the water level, there is just a small visible bit of the connected culture between Turkish bank employees and Turkish residents in Kreuzberg and Neukölln, and that is language.  Some of what would be just below the water level includes emotions (whether or not they are displayed), communication styles (e.g., tone of voice and touching), and how the cultures deal with confrontation (whether there is sensitivity or preference to be straight forward). Additionally, there are many more similarities that bind the Turkish culture.  It is, however, important to remember in the case of Turkish immigrants in Berlin, that the Turkish culture of an expatriate manager fresh from Istanbul may not coincide with a third-generation German-Turkish client. This may cause the same ethnic clash that ethnic banking strategies are meant to avoid.

Both managers emphasized the necessity to maintain the same management and bank culture as in Turkey. One manager went on to explain the spatial configuration of the branch in Berlin. From the cherry oak tables, leather chairs, marble teller stations, and the high ceilings, the office was nearly identical to the branch office he had left in Ankara three years earlier. Whether he was exaggerating or not, he explained further that if he stopped thinking about where he was, he often thought he was back in Turkey.

The congruity in arrangement of the office went beyond the furniture.  The management structure was exactly the same as in Turkey, one manager said.  According to Hofstede (1980), Turkish culture is represented by a very strong power distance. When observing bank manager-teller interactions, the interviewee reflected that Turkish customers might be reassured because the interactions resemble those of banks in Turkey. Hofstede also finds that Turkish culture has a very high level of uncertainty avoidance.  The manager’s authority position may ease customers’ concerns over their investments.

 The Turkish expatriate managers, of which there were two or three per branch, need to hire and train bank employees locally. For example, in IS Bank, regardless of the ethnic background of the employee, the culture of Türkiye İş Bankası A.Ş., the parent company, must be taught.  One manager stressed the need for the Turkish customer to feel comfortable entering their bank.  Visiting the bank branch should be a relaxing and stress-free experience for the customer. There is enough stress involved when dealing with money, without the additional stress due to cultural asymmetry.

When asked how the manager would describe their average customer the managers replied somewhat similarly.  Both said that they see nearly exclusively customers of Turkish origin, mostly men and under the age of 40.  One manager claimed that range of “assimilation” (their word, not the author’s) varied tremendously.  One of their categories of clientele is tourist or family members visiting from Turkey.  Other groups include first-generation immigrants. Both managers were careful to point out that many Turkish banks have followed in their footsteps (six in Berlin alone) and each is surviving profitably.

One of the most interesting aspects discussed was that of assessing customers for credit approval. A Turkish branch manager claimed that a Turkish immigrant could get a loan for his or her small business easier in a Turkish bank than in a German or multinational bank. He made this claim not just citing racial prejudice against the Turkish customer in the German or multinational bank but that the Turkish banks were more “considerate” of “non-financial” indicators of credit risk.  One indicator, the manager said, was the customer’s character and length of time he or she had been a client with the bank.

CONCLUSION

This work establishes that by applying the principles of ethnic banking, a strong relationship between the various stages of Turkish immigrant integration into Berlin society and their use of banks can be established. Past literature shows a positive correlation between integration, ethnic closeness, and immigrants’ bank usage. Emphasis is placed on how select banks in two Turkish Berlin sub-communities, Kreuzberg and Neukölln, are managing their relationships with the Turkish customer.  Through case studies in Kreuzberg and Neukölln, ethnic banking is identified as a proactive strategy implemented in order gain an increased market share in a saturated and competitive banking environment.  German banks are able to exercise a successful ethnic banking strategy in Berlin by combining their local knowledge with the flexibility to adapt to the ethnic customer’s needs at various stages of reciprocal integration. Deutsche Bank, as a German bank, exemplifies the execution of an ethnic banking strategy for private individuals. 

Many German banks in the communities studied are reluctant to use similar ethnic banking strategies for fear of losing “native” Berlin clientele.  This is another form of ethnic banking, serving the majority ethnic Berlin community. German bank managers argue that showing interest in another customer group could be seen as being disloyal to their current clientele.  

The multinational banks studied reveal that while hiring local does increase the banks’ ability to serve the Turkish client at an earlier stage in the integration process, there are few other attempts made to attract and serve the Turkish immigrant.  The multinational banks still rely on universal banking practices aimed at those individuals already familiar with the services and products being offered.

Turkish banks in Berlin have a near monopoly on first and second-generation Turkish banking customers.  The author finds that by using their home country culture, Turkish banks are providing banking products and services to an underserved Turkish population. The increase in the number of Turkish banks branches and their success indicates the Turkish immigrant population is underserved by both German and multinational banks.  Accordingly, German and multinational banks’ integration toward the Turkish customer by using ethnic banking strategies could aid in capturing a greater market share of the growing Turkish immigrant population in Berlin. Figure 11 displays the findings in chart form.
Deutsche Bank

As displayed in Figures 5 and 11, Deutsche Bank in Berlin has clearly implemented a strategy to capture clients of Turkish origin.  With free remittances and incentives for family and friend referrals, Deutsche Bank is increasing its Turkish clientele at a rapid pace. Similar to Bank of America’s involvement with ethnic banking strategies with the U.S. Hispanic immigrant communities, Deutsche Bank invested in Turkey.  This allows Turkish nationals to become familiar with Deutsche Bank’s name and services prior to immigrating to Germany.  Deutsche Bank is also the only German or Multinational bank to have a website dedicated entirely to individuals of Turkish origin living in Germany. While other banks do hire ethnic Turkish employees who possess the language and culture needed to interact with Turkish clients, Deutsche Bank is the only bank to offer bilingual services online and bilingual, domestic and international credit card customer service.

Even though Deutsche Bank has four branches in the Berlin sub-communities of Kreuzberg and Neukölln, only one branch is set up to “fully accommodate” the needs of the Turkish customer.  Systematically, all other branches in Berlin, including the other three in the area studied, refer potential Turkish clients to this one specialized branch.  After opening up the initial savings account or whatever service the client may need, the Turkish client is then instructed how to use the branch office most convenient to the client.  The clients do so with the reassurance that they can always call the dedicated “Turkish” branch should they have any questions or concerns.  In time, if Deutsche Bank’s experiment with the Turkish client proves successful, the bank may choose to make additional branches similarly dedicated to increase convenience.

A primary concern for the Turkish customer is difficulty of obtaining approval for financing.  Similar to other banks, Deutsche Bank promises a “quick and easy” credit check; however, it offers something else in addition.  Deutsche Bank emphasizes its fixed-rate, long-term financing plans which are more common among Turkish banks in Turkey. Deutsche Bank provides additional safeguards for customers in case of emergencies such as unemployment (which tends to be relatively high among Turkish immigrants). 

During the interview process, banks were quick to emphasize their increased concentration on their consulting services. The consulting services, no matter how high the quality, will do very little good if it is in a language the client does not understand. On the Deutsche Bank website, the bank appeals to Turkish clients by stating both in Turkish and German, “Welcome to the bank that speaks your language.”

Incidentally, with all the efforts to capture the Turkish Privatkunden (Private Clients), it is interesting to note that Deutsche Bank has not yet seemingly attempted to capture the Turkish business owners or Geschäftskunden (Business Clients). This is something that will most likely come shortly, given Deutsche Bank’s success thus far with Turkish clients and the number of self-employed or small and medium-sized business owners of Turkish origin. 
GLOBAL IMPLICATIONS

We have been living in a globalized world for nearly two decades, not just in the economic sense but the cultural sense as well.  People worldwide have experienced an increase in mobility, making migration a key contributing factor in the globalization process.  In Berlin, just as in hundreds of cities across the face of the Earth, dealing with foreigners is a daily experience.  Nonetheless, this daily interaction has not yet found its way sufficiently into the strategies of local bank management. Bank managers in Berlin, as well as in banks throughout Europe, have been under the impression that immigration only changes the lives of immigrants, and not the lives of the society they enter. 

Berliners see themselves as preservers of the German culture and Berlin as a receptacle that must hold its people and cultures together.  This is not drastically different from other European countries, as seen in France, Denmark, or the Netherlands. Immigrant movements that jeopardize the preservation of homogenous cultures are seen as a disruption to the system.  It is expected that immigrants integrate to the local mold and more importantly, that the mold remains constant.

Movement across national borders appears to be an inherent feature of the current international system.  The United Nations predicts rapid population movement world-wide both in the near and long-term future.  Most of the extreme population growth will take place not in the developed countries such as Germany but in the developing countries, adding to the huge reservoir of individuals and families looking to move.  The movement of persons from less developed countries to wealthier countries is not only due to over population in developing countries but also stems from the desire for better economic opportunities.  Populations in less developed countries are increasingly unable to satisfy their consumption tastes in their native economies and look to move across borders to fulfill their needs. Such an economic pulling force will cause large movements of people to developed countries and cities with highly saturated banking markets.  Banks can capture the endemic flow of immigrants into metropolises by adapting products and services to meet the demands of the immigrant populations and welcoming their individual economic potential.

The quantity of immigrant flows and higher birth rates among immigrants in the developed nations of the European Union and United States may eventually lead to the current majority populations becoming the minority.  In this case, the banks that capture the minority immigrant population now could be servicing the majority population in the future.
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Appendix A: List of Questions for Turkish Immigration Studies Experts

Der Fragenkatalog für Türkischen Immigrationstudien Fachleute
1. How would you describe the various levels of Turkish integration into Berlin society?

a. Könnten Sie bitte die verschiedenen Stufen der türkischen Integration in die Berliner Gesellschaft beschreiben?

2. What distinguishing factors define a Turkish immigrant as being fully integrated into Berlin society? (If full integration is in fact possible.)

a. Welche Merkmale beschreiben die in Berlin völlig integrierten türkischen Immigranten? (Wenn das überhaupt möglich ist.)

3. How important is citizenship in the integration process?

a. Wie wichtig ist Staatsbürgerschaft im Vorgang des Integrationsprozesses?

4. Are there any major obstacles against Turkish integration into Berlin society?

a. Gibt es bedeutende Hindernisse für türkische Integration in die Berliner Gesellschaft?

5.  In your opinion, what are the financial services in greatest demand by the Turkish immigrants?

a. Was sind Ihrer Meinung nach die Finanzdienstleistungen, die von den türkischen Immigranten am meisten benutzt werden?

6. From your own observations, how would you describe the change in relationship between Turkish immigrants and Berlin society?

a. Wie würden Sie Aus Ihrer eigenen Beobachtung die Änderungen in der Beziehung zwischen den türkischen Immigranten und der Berliner Gesellschaft beschreiben?

7. In your opinion, how often do Turkish immigrants use “traditional German” stores or services in comparison to Turkish stores and services? 

a. Wie oft benutzen die türkischen Immigranten Ihrer Meinung nach deutsche Geschäfte oder Dienstleistungen im Vergleich zu türkischen?

Appendix B: List of Questions for Bank Managers
Der Fragenkatalog für BankdirektorInnen
1. How would you describe your average customer (i.e., occupation, family size, age group, length of time with bank, etc.)? Is this different from your description of your Turkish customer? If so, how? 
a. Können Sie bitte Ihren Durchschnittskunden beschreiben (i.e. Beruf, Familie, Generation, wie lange bei der Bank Kunde, etc.)? 
Ist diese Beschreibung anderes für Ihre türkischen Kunden? Wenn ja, wie? 
2. From your experience, which of your products do Turkish immigrant customers use most often? How do you market this service?

a. Sprechen Sie aus Ihrer eigenen Erfahrung. Welche Produkte und Leistungen benutzen die türkischen Kunden? 
Wie vermarktet Ihre Bank diese Produkte und Leistungen?

3. Can you briefly describe any services or products offered by your bank which are intended to target the Turkish immigrant customer?

a. Könnten Sie bitte kurz die von Ihrer Bank angebotenen Produkten und Leistungen beschreiben, die besonders für türkischen Kunden entwickelt worden sind?

4. Is there any special training for bank employees in order to better serve the Turkish immigrant customer? If so, please describe.

a. Gibt es eine Sonderschulung oder -ausbildung für die Bankangestellten, um türkischen Kunden besser zu bedienen? Wenn ja, welche?

5. How long has your bank offered bilingual banking services? And, what prompted the introduction of this service? 

a. Seit wann bietet Ihre Bank zweisprachigen Kundenservice? Und was war der Anlass, diesen Service einzuführen?
6. What special [advantage?] do you see in serving Turkish customers? If any.

a. Welchen Vorteil haben Sie, türkische Kunden zu bedienen?

7. Are there areas of service to the Turkish customer that need to be improved?

a. Soll / Muss der Kundenservice Ihrer Meinung nach für die türkischen Kunden verbessert werden?

8. How do you see the relationship between your bank and the Turkish customer in the future? Why do customers switch from one bank to another?
a. Wie sehen Sie die Beziehungen zwischen Ihrer Bank und den türkischen Kunden in der Zukunft? Warum wechseln Kunden von einer Bank zu einer anderen?

Appendix C: Map of Kreuzberg and Neukölln (North)
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Figure 1: Gordon’s Structural Assimilation

	Sub-process or Condition
	Type or Stage of Assimilation
	Special Term

	Change of cultural patterns to those of host society
	Cultural or behavioral assimilation
	Acculturation

	Large-scale entrance into clique, clubs, and institutions of host society, on primary group level
	Structural assimilation
	None

	Large-scale intermarriage
	Marital assimilation
	Amalgamation

	Development of sense of people-hood based exclusively on host society
	Identificational assimilation
	None

	Absence of prejudice
	Attitude receptional assimilation
	None

	Absence of discrimination
	Behavioral receptional assimilation
	None

	Absence of value and power conflict
	Civic assimilation
	None


Adapted from: Gordon, 1964

Figure 2: The increase in Turkish businesses in Berlin
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Adapted from Blaschke and Ersöz (1987) and Pütz (2004)

Figure 3: Types of Turkish businesses

[image: image3]
Adapted from Statistisches Landesamt Berlin, 2002

Figure 4: Bank consolidation in Germany

	
	1995
	2000
	2004

	Number of banks
	3,785
	2,911
	2,400

	Number of domestic branches
	67,930
	56,936
	45,467

	Number of domestic bank offices
	71,716
	59,848
	47,867

	Number of foreign branches
	579
	714
	671


Adapted from Assoc. of German Banks, 2008

Figure 5: Banks’ products and services offered in Kreuzberg and Neukölln
	
	
	
	PRODUCT OR SERVICE OFFERED
	
	
	

	Name of Bank
	Type
	Number of Branches
	Bilingual (Turkish) Website/

ATM
	Bilingual (Turkish) Employees
	Free Remittance Services/ Withdraws in Turkey
	Housing Loans
	Consumer Loans (e.g., Auto Financing)
	Small & Med-sized Business Loans/ Consulting
	Securities Trading
	Insurance
	Student Loans
	Credit Card Service

	Deutsche Bank AG
	GER
	4
	x
	x
	x
	x
	x
	x
	x
	x
	x
	x

	Citibank Privatkunden AG
	INT
	4
	
	x
	x
	x
	x
	x
	x
	x
	x
	x

	Berliner Sparkasse
	GER
	8
	
	x
	
	x
	x
	x
	x
	x
	x
	x

	Berliner Bank
	GER
	8
	
	
	
	x
	x
	x
	x
	x
	x
	x

	Berliner Volksbank eG
	GER
	4
	
	
	
	x
	x
	x
	x
	x
	x
	x

	Commerzbank AG
	GER
	4
	
	
	
	x
	x
	x
	x
	x
	x
	x

	Dresdner Bank AG
	GER
	3
	
	
	
	x
	x
	x
	x
	x
	x
	x

	GE Money Bank GmbH
	INT
	1
	
	x
	
	x
	x
	x
	
	x
	x
	x

	IS Bank GmbH
	TUR
	1
	x
	x
	x
	
	x
	x
	x
	x
	
	

	Ziraat Bank International AG
	TUR
	1
	x
	x
	x
	
	x
	x
	
	x
	
	x


Figure 6: Push and pull factors for Turkish banks entering the Berlin market

	Pull-Factors
	Push-Factors

	Strong cultural and linguistic affinity
	Competitor-push (“take on the European banks”)

	Underserved Turkish ethnic population
	Customer-push (“follow-the-client”)

	High opportunities in acting as bridge between Turkish and German financing
	Slower growth in home country, already one of the largest banks


Adapted from Haiss, Pichler & Steiner (2005)

Figure 7: Map of Kreuzberg’s statistical districts
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Adapted from: Statistisches Landsamt Berlin, 2005

Figure 1: Kreuzberg Turkish population

	 
	 
	 
	Age of Registered Residents
	 
	 

	Statistical Zone
	Name
	Total
	Under 6
	  6 - 18
	  18 - 65
	65 and Older
	Number Turkish Residents
	Percentage With Turkish Heritage

	12
	Mehringplatz
	19,314
	1,517
	3,095
	12,651
	2,051
	6065
	31.4%

	13
	Moritzplatz
	19,189
	1,452
	2,773
	12,199
	2,765
	5219
	27.2%

	14
	Mariannenplatz
	21,473
	1,385
	2,689
	15,601
	1,798
	7344
	34.2%

	15
	Wiener Straße
	26,980
	1,644
	2,917
	20,525
	1,894
	8445
	31.3%

	16
	Urban
	44,422
	2,626
	4,533
	33,623
	3,640
	10928
	24.6%

	17
	Viktoriapark
	15,384
	879
	1,471
	11,705
	1,329
	2538
	16.5%

	Kreuzberg total
	146,762
	9,503
	17,478
	106,304
	13,477
	40539
	27.6%


Adapted from: Statistisches Landsamt Berlin, 2005

Figure 9: Map of Neukölln’s Statistical Districts
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Adapted from: Statistisches Landsamt Berlin, 2005

Figure 2: Neukölln Turkish Population

	
	 
	 
	Age of Registered Residents
	 
	 

	Statistical Zone
	Name
	Total
	Under 6
	  6 – 18
	  18 - 65
	65 and Older
	Number Turkish Residents
	Percentage With Turkish Heritage

	75
	Reuterplatz
	33,898
	2,002
	3,414
	25,044
	3,438
	9288
	27.4%

	76
	Roseggerstraße
	28,087
	1,856
	3,195
	19,643
	3,393
	8875
	31.6%

	77
	Köllnische Heide
	15,013
	1,071
	2,107
	9,474
	2,361
	3588
	23.9%

	78
	Karl-Marx-Straße
	38,622
	2,796
	4,803
	27,133
	3,890
	13981
	36.2%

	79
	Schillerpromenade
	32,040
	2,259
	3,637
	22,916
	3,228
	11246
	35.1%

	Neukölln (North) Total
	147,660
	9,984
	17,156
	104,210
	16,310
	46,979
	31.8%


Adapted from: Statistisches Landsamt Berlin, 2005
Figure 11: Ethnic banking in Berlin and the Turkish immigrant
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� The use of the term, “Turkish immigrant” is not to be so obtuse as to neglect mention of the vibrancy of the many subgroups, cultures, ethnicities, and generations represented there under. For example, third-generation Turks in Berlin would not normally be referred to as Turkish immigrants.  In this study the term is used for simplicity and readability.  


� The earliest mention of ethnic banking is found in A.E. Tschoegl (1987) “International Retail Banking as a Strategy: An Assessment.” The term “ethnic banking” has also been used to describe “underground” banking systems.  These are systems in which ethnical groups within certain regions use their ethnic interconnectedness to establish alternative remittance systems (ARSs). This process is often used to launder money (Carroll , 2007).


� Islamic banking is not a heavily demanded service for Turkish immigrants in Berlin. In Turkey, Islamic banking makes up a very less than 3% of total loans and deposits (Gleisner 2008). Given the minor role in Turkish market, the offering of Islamic banking products and services is not a major driving force for Turkish immigrants’ bank choice in Berlin.


� According to the European Central Bank (ECB), from 1995 till 2004 the number of credit institutions declined from 3,785 to 2,148, while the number of branches has remained fairly stable. The ECB describes Germany as hosting most banks in Europe and remains the most fragmented banking market (European Central Bank, 2005).


� Some of third-generation Turkish immigrants in Berlin are very competent in Turkish from speaking it in the home while others speak little to no Turkish.
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