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SUBMISSION FROM THE SCOTTISH PARLIAMENT’S ECONOMY, ENERGY AND 
TOURISM COMMITTEE TO THE INDEPENDENT COMMISSION ON BANKING 

 
 
ABOUT THE COMMITTEE 
 
The Scottish Parliament‟s Economy, Energy and Tourism Committee (“the Committee”) 
is one of the subject committees established for the third parliamentary session. Its 
remit is to consider and report on the Scottish economy, enterprise, energy, tourism and 
all other matters falling within the responsibility of the Scottish Government‟s Cabinet 
Secretary for Finance and Sustainable Growth apart from those covered by the remits 
of the Transport, Infrastructure and Climate Change and the Local Government and 
Communities Committees. 
 
Further detail on the remit, membership and work of the cross-party committee can be 
found at: 
 
http://www.scottish.parliament.uk/s3/committees/eet/index.htm 
 
THE 2010 BANKING INQUIRY 
 
As part of its work programme during 2009 and 2010, the Committee conducted a major 
inquiry entitled The way forward for Scotland's banking, building society and financial 
services sector. The remit of the inquiry was to assess the longer term consequences 
on the Scottish economy of the impact of the global financial crisis on Scottish financial 
institutions and to identify actions necessary to ensure that Scotland was well prepared 
to meet the challenges of the economic upturn with Scotland recognised as a leading 
financial services sector.  
 
The inquiry concluded with a report published on 18 March, 20101. This followed a six-
month investigation into the causes of the crisis in the Scottish banking sector and the 
policies necessary to minimise the risk of a repeat as well as to support the continued 
growth of the Scottish banking and wider financial services industry. 
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During the course of our inquiry, the Committee took evidence from senior figures at the 
Royal Bank of Scotland (RBS), Lloyds Banking Group and other banks and building 
societies, UK and European regulatory bodies (e.g. the Financial Services Authority, the 
Office of Fair Trading, the European Commission etc.) and a very wide range of other 
organisations and expert commentators. The remit of our inquiry is attached as Annex 
A to this submission. 
 
OUR VIEWS 
 
To aid the Independent Commission on Banking (“the Commission”), we have chosen 
to focus our submission on the key issues raised by the Commission in its call for 
evidence as closely as possible. We have also set out a number of wider points. 
 
Introductory remarks 
 
Before responding to the Commission‟s questions in turn, the Committee wishes to 
place on record that it welcomes the creation of the Independent Commission on 
Banking and its call for evidence. We believe that it is particularly important for the 
Scottish Parliament to respond to the Commission‟s inquiry even though matters such 
as the regulation of the banking sector are reserved to the UK Parliament. This is 
because the global financial crisis has had such a profound impact on the banking 
industry in Scotland, with such severe consequences for the „real economy‟. 
 
The Commission will be aware that Scotland‟s two largest banks, the Royal Bank of 
Scotland (RBS) and the then Halifax Bank of Scotland (HBOS) were at the very centre 
of the UK‟s banking crisis and that they survived only as a result of massive UK 
Government interventions, and, in the case of HBOS, a merger with Lloyds TSB. 
Additionally, north of the border, Scotland‟s largest independent building society - the 
Dunfermline Building Society - was also caught up in the crisis and was eventually sold 
by the Bank of England under the special resolution regime provisions of the Banking 
Act 2009 following the intervention of the Financial Services Authority (FSA). 
 
About our banking and financial services sectors 
 
We recognise that the remit of the Commission is a UK-wide one and as such, many of 
the facts and figures cited in its consultation document are for the UK as a whole. As 
such, it is worth pointing out that there are features of the Scottish banking and financial 
services industries that differ markedly from the overall UK picture. 
 
Firstly, banking and financial services are particularly key sectors of the Scottish 
economy.  Scottish Financial Enterprise (SFE) – the industry‟s main trade body in 
Scotland – has suggested that in 2009, they employed around 145,000 people in 
Scotland, split between banking, life and pensions, asset management, intermediation 
and general insurance services2. Additionally, these jobs are geographically 
concentrated in Edinburgh and in Glasgow (these two cities account for nearly 70% of 
all banking and financial services jobs in Scotland). Finally, jobs in these industries are 
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relatively higher paid compared to other sectors of the economy (25% higher than the 
median wage for all industries in Scotland).  
 
In RBS, for example, overall, the average salary in Scotland is approximately £30,500 
compared to an average annual salary in Scotland for 2009 at £24,546. The average 
RBS salary for rest of the UK is £25,000 excluding London and £31,500 when London is 
included. 
 
Secondly, whilst clearly a secondary centre compared to the City of London, Scotland 
as a whole enjoys a significant global position in its own right in banking and financial 
services, with 8% of the GB banking services in 2008, 8% of all asset management and 
a very substantial 24% share of GB life and pensions services. 
 
Thirdly, however, and most critically, the concentration of market shares for personal 
current accounts (PCAs) and lending to small- and medium-sized enterprises (SMEs) is 
far greater in Scotland compared to the UK as a whole, or to other EU countries. As the 
Commission‟s consultation document states, “the UK banking sector is especially 
concentrated in the retail & commercial banking sector, where the top six banks account 
for 88% of retail deposits” compared to France where it takes the top ten banks to reach 
this share. 
 
In Scotland, however, the Committee understands from the data published by the Office 
of Fair Trading (OFT) in late 2008, that this level of market share can very nearly be 
achieved by adding together the shares of only two of the banks in Scotland, namely 
RBS and Lloyds Banking Group. Data on the then market shares collated by the 
Committee during its banking inquiry are as follows: 
 
Table 1: Market shares of the PCA and SME market by the major banks in 
Scotland 

 Personal current 
accounts 

SMEs (£1-£15m stock) SME start-ups 

HBOS 40-50 per cent 
combined for Lloyds 
TSB and HBOS 

30-40 per cent 10-20 per cent 

Lloyds TSB  0-10 per cent 10-20 per cent 

RBS 20-30 per cent 30-40 per cent 30-40 per cent 

Others <10 per cent each 10-20 per cent (NAB 
group) 

0-10 per cent (NAB group 
and Banco Santander) 

0-10 per cent each 
(Barclays, HSBC) 
0-10 per cent other 

10-20 per cent (others) 

 
Source: Data in the OFT report to the Secretary of State on Lloyds TSB acquisition of HBOS

3
 

 
It should be noted that the figures in Table 1 above date from 2007. One of the major 
problems is that there appear to be no more recently published figures for the current 
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market shares of RBS and Lloyds Banking Group since the time of the start of the 
financial crisis. This is despite the recent review and report from the OFT into the 
barriers to entry, expansion and exit in UK retail banking4 published in 2010. 
 
Although in this report, the OFT concedes that “brand loyalty may also be more 
pronounced in Scotland”, the OFT does not provide any actual up-to-date figures for the 
market shares of banks within specific nations or regions in the UK. The OFT does 
concede in its 2010 report that, for example, PCA market shares differ in Scotland 
compared to the rest of the UK and that the Herfindahl-Hirschman Index (HHI) -  a 
measure commonly used to assess the level of concentration in a market -  is also likely 
to have changed between 2007 and 2010 in Scotland, but then fails to provide any 
detail on any of the changes. We conclude elsewhere in our submission that we believe 
that the OFT is failing in its duty to the consumer by continuing to refuse to launch a 
review into competition in banking in Scotland in personal current accounts, home loans 
and business banking. This is despite the evidence in its own analysis at the time of the 
LloydsTSB/HBOS merger that RBS and Lloyds Banking Group enjoy market 
penetration rates in Scotland far in excess of that elsewhere in the UK. 
  
In the Commission‟s own consultation document, market share figures for the UK as a 
whole for RBS and Lloyds Banking Group in 2010 for various products were outlined; 
16% and 30% of personal current accounts respectively, 29% and 23% for SME-
banking products and 12% and 23% respectively for residential mortgages. 
 
As the data the Committee has been able to collate clearly shows, the market shares 
within Scotland in these key markets – PCAs, SME-banking services and mortgages – 
for RBS and Lloyds Banking Group are far higher. For example, together, RBS and the 
combined Lloyds Banking Group were reported to have up to 80% of the PCA market, 
80% of the SME start-up market and up to 90% of market for the existing SME stock in 
late 2007. Across the UK as a whole, it takes the combined market shares of five banks 
to reach the levels of concentration in PCAs and SME banking services enjoyed by RBS 
and Lloyds Banking Group in Scotland. 
 
Key issues 
 
The need for state intervention 

The Committee recognises that whilst the financial crisis was a global crisis, the then 
UK Government had to intervene on a huge scale to support the UK‟s financial sector 
and alleviate the effects of the financial crisis on the broader economy in the UK.  
 
Notwithstanding the measures taken by governments at the UK and Scottish levels 
since 2007, until very recently, Scotland and the UK as a whole has experienced a 
severe recession and an increase in unemployment levels. In fact, the financial crisis 
triggered the deepest recession in the UK since the 1930s. Additionally, job losses 
within the banking and financial services sector itself continue to be the case. We are 
aware, for example, that in RBS alone, since the beginning of 2009 until the end of 
August 2010 around 1500 people left the RBS Group in Scotland by way of early 
retirement, voluntary redundancy and compulsory redundancy. Approximately half of 
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those that left in Scotland were in back office roles, in RBS‟s Business Services Division 
or Group Functions, and approximately half were from its retail and business banking 
areas; see Annex B for the latest situation in Scotland across all of the banking and 
financial services sectors. 
 
The Committee deplores the fact that it became necessary for the state to intervene on 
such a scale with public funds to provide capital to RBS and Lloyds Banking Group as a 
result of the failings of these two banks. Whatever the final cost may be of the banking 
bailout, it is clear that enormous sums of capital were required at short notice from the 
state to prevent RBS and HBOS/Lloyds Banking Group from collapsing. We have 
concluded previously that the state should not be required to intervene ever 
again on this scale to prevent the failure of private financial institutions. It is not 
acceptable that losses have to be met by the public sector when so much of the 
profit remains in private hands. The fiscal problems that we now face can be traced 
back directly to the crisis in the global banking sector. 
 
The Committee has recognised that the headquartering of the two main UK banks that 
failed - HBOS and RBS - in Edinburgh made Scotland potentially very vulnerable in the 
context of the financial crisis. The effect on the Scottish economy and society of the 
failure of either or both of these two banks would have been enormous. Moreover, as 
we have pointed out earlier in our submission, the market domination of these two 
banks in Scotland has meant that the failure of either of them would have had a 
disproportionate effect on personal current account holders, those with home loans, 
businesses and on the Scottish individual and institutional shareholders which held 
shares in these banks. Either bank‟s failure would also have resulted in massive and 
widespread redundancies throughout Scotland. 
 
The causes 

In our own banking inquiry report we, as have many of the other reviews and inquiries 
conducted by others, have outlined what we believe were some of the main causes of 
the near collapse of the banking sector in the UK. In order to learn the necessary 
lessons from these, it is worthwhile stating briefly what the Committee concluded were 
some of the main reasons for the crisis. 
 
Overall, the Committee is of the view that the financial crisis had many and varied 
causes, but few remain innocent of the charge that they bought into the 
opportunities and quick returns offered by a globalising banking environment. To 
paraphrase, greed was seen as good. 
 
We do accept that over the two decades preceding the financial crisis, the free 
movement of global capital and its need for a vehicle to transmit that capital had acted 
as a driver for the growth and the development of global banks. However, there was no 
parallel globalisation of the mechanisms to regulate these global banking 
conglomerates; they largely remained domestically regulated. In addition, there were 
few adequate resolution regimes for financial institutions. The Committee notes that a 
key paradox of the crisis was that banks went out into the world to expand their 
operations and take advantage of the enormous wealth to be gained in a global 
market, but that they came home to die and it was national governments that 
bailed them out. 
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In many cases, global banks (such as RBS) had simply outgrown their national 
environment. With balance sheets that equated to substantial percentages of GDP, the 
collapse of individual banks caused the contagion of the real economy in many 
countries. No state has felt the consequences of this phenomenon more acutely than 
Iceland, where the assets of its three failed banks were equivalent to 7.7 times the size 
of Iceland‟s GDP. In Ireland, the assets of the three main banks were equivalent to 2.6 
times the size of Ireland‟s GDP. In Scotland, however, the total bank assets for RBS 
and HBOS alone in 2008 represented a ratio of over 20 times the Scottish GDP (and a 
figure of just over double the UK GDP). 
 
Although the specific cost of the bailout of the Scottish banks is also unknown, the 
Scottish Parliament‟s Information Centre (SPICe) has estimated that RBS and Lloyds 
Banking Group were provided with £470 billion.5  SPICe also calculated that at the time, 
this figure was three times the annual Scottish GDP and that the total UK Government 
intervention of £751 billion was equivalent to a just over half of UK GDP.6   

Future shape of regulatory reform and of banking 

The Committee still remains concerned about the ratio of the balance sheets of 
these banks in relation to the size of the Scottish economy and the contagion that 
they could cause in the wider, ‘real economy’. For the Committee, the issue is not 
necessarily the size of the bank per se but whether it has become ‘too important 
to fail’. In those circumstances, we believe the guiding principle for any future 
reform is that the bigger or more important a bank is, the safer it has to be. 
 
The Committee recommends that the Independent Commission on Banking focuses on 
the words of Adam Smith when considering the shape of any future reforms. In our view 
– as Adam Smith himself said in 1776 – the banking sector has to see (or be made to 
see) that its fundamental role is to render the capital of a country more active and 
productive and that, through the judicious operations of banking, increase the industry 
of the country. It is our firmly held view that individual banks, such as RBS and 
Lloyds Banking Group, can never again be allowed to be so important that their 
failure can endanger the real economy of a country. The Committee stated in our 
banking report that never again can banks and the financial sector be able to hold 
a gun to the collective heads of the taxpayer where the consequences of their 
failure are too terrible to imagine. 
 
One of the facts of which we are most proud in Scotland is the diversity and strength of 
our wider financial services industry. Although the Scottish banking market is dominated 
by a few key players (e.g. RBS and Lloyds Banking Group), other existing and new 
entrants (e.g. Clydesdale Bank, HSBC, Tesco Bank, Virgin Money, Santander, Co-
operative Bank, Triodos Bank etc) are trying to grow their market share. Additionally, 
the Committee is very keen for the Commission to note the strengths that Scotland has 
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in the wider financial services sector as well as through a variety of bodies offering other 
forms of lending (e.g. building societies, credit unions etc). 
 
The Commission needs to take care when developing a new regulatory regime in 
order to ensure that the diversity of the Scottish financial services sector is 
reflected and that undue burdens are not placed on the types of institution that 
proved that their risk policies and systems were more resilient during the 
financial crisis. For example, we share the concerns of the Nationwide and credit 
unions that they are being disadvantaged by the types of capital that are deemed 
admissible to contribute to Tier 1 capital thresholds. 
 
To ensure that this diversity is protected in any regulatory reform, we hope that the 
Commission will ensure that all of the UK‟s regulatory bodies make sure that there is 
geographical consistency in the way in which they fulfil their statutory duties. While we 
saw no evidence during our inquiry to suggest that there were any specific underlying 
regulatory failures in relation to the British banks that failed, the Committee notes that all 
of these banks were located outside of London. The Committee has previously 
suggested that the regulatory authorities, particularly the FSA and Bank of 
England, should assess the consistency of their geographical engagement and 
how they engage with the Scottish Government and Parliament as they assume a 
stronger role in the regulation and supervision of the financial sector going 
forward. We want to see an increased level of engagement with the Scottish 
Parliament by these bodies. 
 
The Committee has welcomed the commitments made in the past by the G20 states to 
ensure that their domestic regulatory systems are made stronger through the G20 
Global Plan for Recovery and Reform agreed at the beginning of April 2009. We are still 
of the view that a strong package of reforms is necessary at the G20 and/or EU level to 
avoid regulatory arbitrage. One of the reasons we see for a global approach to 
regulatory reform is that it would prevent one failing bank from bringing down a country's 
financial infrastructure and from spreading contagion to the rest of the world.  
 
The Committee considers that any global-level reform must offer the potential to help 
disperse the risks associated with the collapse of a global bank or one arm or subsidiary 
of it. For the Committee, it is not necessarily that size is the key issue but more that the 
legal structures of a globally-connected bank are designed in a way that when it fails, it 
can be wound down in a sensible manner without any losses being spread to countries 
beyond the borders of one particular national subsidiary of a bank. 
 
The „originate and hold‟ model that was at the core of Scottish banking until the late 
twentieth century resonates with the traditional image of “safe” Scottish banks and 
“dour” Scottish bank managers. The Committee laments the transition away from the 
„originate and hold‟ model and the sounder risk principles associated with it. The 
Committee would welcome recommendations from the Commission that will provide 
institutional support for banks, building societies, credit unions and mutuals that employ 
„originate and hold‟ models. The reputation of Scottish banks throughout the world was 
built, in part, on the reputation for sound judgment in its banking community. The 
Committee considers that there is a need for the Commission to bring forward 
reforms that will encourage our banks to return to the fundamentally Scottish 
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principles of financial rectitude that were at the heart of the ‘originate and hold’ 
model and banish the irresponsibility and naked greed that fuelled inappropriate 
financial innovation. 
 
We note the various options presented by the Commission in its consultation 
report (Chapter 4) in terms of how to structure the banks. Our own view is that in 
addition to a regulatory regime that returns the banks to the model of ‘originate 
and hold’, we also believe that more effective resolution regimes are needed, 
particularly at a G20 level, for failed banks, as well as globalised agreements to 
restricted banks from utilising retail deposits and reserves to fund their more 
risky activities. We also welcome moves towards stronger capital buffers. As 
such, although we have sympathy for many of the arguments that some make to 
fully separate retail and investment banking, we are more minded at this stage to 
support the options looking at limits on proprietary trading and investment, 
especially if combined with effective resolution regimes and tougher capital 
requirements. 
 
Access to finance issues 

Small and medium enterprises in Scotland have been struck particularly hard by both 
the financial crisis and the subsequent economic recession. Our own evidence from 
businesses, the Scottish Government‟s SME Access to Finance reports and other 
surveys carried out by the Federation of Small Businesses in Scotland, the Institute of 
Directors etc all point to changes in the conditions attached to finance and the higher 
cost of obtaining finance. The Scottish Government‟s surveys have showed that while 
demand for finance has risen in recent months, the supply has become constrained, 
particularly for micro businesses, high-growth firms and within certain sectors. The self-
employed in each sector were facing the biggest restriction in supply and the sectors 
that had experienced the largest decrease in approval rates were hotels/restaurants, 
business activities, wholesale/retail, construction and manufacturing. 
 
We do recognise the arguments being made by the banks that it is a difficult 
balance to ask them to rebuild simultaneously their capital reserves whilst also 
increasing lending to business. However, as a result of the repeated surveys of 
the views of Scottish business, we do not believe they have got the balance right 
yet. That said, we welcome the legally binding lending commitments with the UK 
Government from Lloyds Banking Group and the Royal Bank of Scotland agreed to in 
March 2010. These commitments will see both banks lend a total of £94 billion to 
businesses on commercial terms, over the 12 months to February 2011. 
 
Remuneration and bonuses 

The Committee recognises that the issue of remuneration is also an area that requires a 
global approach to address it properly. We believe that for many of the lower paid 
employees working in the financial sector, bonuses represent an important part of a 
living wage. However, the Committee also recognises that existing bonus systems are 
used to encourage aggressive marketing which can be to the detriment of both 
employees and consumers. Furthermore, at higher levels, bonuses encourage 
excessive risk-taking for short-term gain.  
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The Committee remains of the view that at a time when it is critical for banks to 
build up their capital reserves it is not responsible for those banks to award large 
bonuses. We therefore deplore the continuing award of millions of pounds in 
bonuses to senior staff at a time when the real economy is only just emerging 
from a recession precipitated by the banking crisis.  
 
Banks and bankers need to pay a substantial share of the costs of economic 
recovery and the Commission needs to put in place a tougher regime towards 
tackling excessive salaries, bonuses and other financial rewards. We have said 
previously that we are aware that for many lower paid staff within banks, the 
award of a bonus is often a necessity if they are to earn a reasonable wage. We 
would welcome the Commission’s efforts to ensure that for such staff, blameless 
in terms of the problems caused by their employers, there is a more equitable 
regime within banks in terms of remuneration and reward. 
 
Corporate Governance 

The Committee has previously welcomed the recommendations of the Walker Review 
as a first step in the right direction and noted the role taken by UKFI in renewing the 
boards of the two banks in which it is a major shareholder. However, the Committee 
remains very disappointed by the lack of significant progress made in addressing the 
weakness of the role of non-executive directors more generally. We believe that the 
role of non-executive directors remains crucial and that it is important for the 
Commission to put in place reforms that will ensure that non-executive directors 
have the right skills, that they can manage risk effectively and that they can 
challenge the senior management of the institution concerned. We would also 
like to see recommendations that will ensure that public sector pension funds 
and other institutional investors adopt a far more active role in fulfilling their 
duties and responsibilities as institutional shareholders. 
 
We have also, as a Committee, been very disappointed at the approach taken so 
far by UKFI. The Committee remains concerned that UKFI continues to focus only 
on achieving shareholder value. The Committee believes that UKFI’s stewardship 
of the banks in which it holds shares should in addition emphasise the long-term 
interests of the economy as a whole, and should apply social and environmental 
criteria to investment and business decisions taken by those banks. UKFI should 
also ensure that accountancy firms and credit rating companies assess the real 
value of a bank’s assets. UKFI has an once-in-a-lifetime opportunity to reshape 
how two of the UK’s largest banks operate in the future. A return to the status 
quo ante is not acceptable. 
 
Competition and the potential offered by the divestment process 

One of the most critical issues we believe faces the relevant decision-making bodies in 
the coming months is the finalisation of the divestment of assets in RBS and Lloyds 
Banking Group ordered by the European Commissions. The Committee is very strongly 
of the view that the divestment process offers a massive opportunity to inject more 
competition into Scotland‟s effective duopoly market.  
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While it is not the Committee’s role to express a view on exactly who it would like, 
or would have liked, to see purchase the Lloyds TSB or the NatWest branches7, 
we believe that it is essential that the successful purchasers have, or are made to 
have, a commitment to expanding banking services in Scotland with a view to 
promoting further competition and providing banking services that individuals, 
communities and businesses need. We note the importance of some form of 
‘branch structure’ with decision-making at the local level to serve customers and 
small businesses, particularly in rural areas. Banks also need to demonstrate that 
they have a sustainable business model. These types of criteria should be the 
measure of success of the divestment process and should be the priorities of the 
relevant decision-makers in the debates on the decisions to be taken. Such 
decisions also need to take into account the importance of maintaining a critical 
mass in, and the strengths of, the Scottish banking and financial services sector. 
 
The Committee remains firmly of the view that a greater number of lenders, particular 
new entrants, will promote competition in Scotland and help to reduce the degree of 
exposure that Scotland has to systemic risk. In addition to new entrants in the banking 
sector, the Committee would also like to see the introduction of measures to support the 
development of building societies, financial cooperatives, mutuals, credit unions and 
savings trusts. Scotland had a fine tradition in locally-based institutions of this type in 
the earlier part of the twentieth century and the Committee believes that these types of 
financial institutions can contribute to community development and offer consumers – 
particularly the less well-off – valuable financial support and services.  
 
The Committee believes that a fundamental role of banks and building societies has to 
be to provide services to consumers, whether they are individuals, businesses, public 
bodies or third sector organisations. Sustainable economic development in Scotland 
requires the support of banks in the form of lending to the real economy. Consumers 
need to access banking services on fair and equitable terms, without being put at risk by 
the banks‟ lending practices. The Committee has called in the past for banks and 
building societies based in Scotland to consider their social utility and their broader role 
in Scottish society with a view to supporting sustainable economic growth. 
 
Finally in relation to competition and how to improve consumer choice, the Committee 
agrees with the views of the Financial Services Consumer Panel that far greater 
transparency and better provision of information to customers, as well as effective 
enforcement of the regulation of consumer credit is required in the future. 
 
We and the Scottish Government have repeatedly called on the Office of Fair 
Trading to conduct a formal investigation into competition in banking in Scotland 
in personal current accounts, home loans and business banking. We are bitterly 
disappointed that to date, the OFT has not seen fit to conduct such an inquiry and 
believe that the OFT’s review of barriers to entry, expansion and exit in the UK 
retail banking sector was a very pale shadow of such a formal inquiry and no 
effective substitute. We remain utterly perplexed by the OFT’s continuing refusal 
to conduct this formal review. We believe that the OFT is failing in its duty by 
refusing to carry out such a formal review and trust that the Independent Banking 
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Commission recognises the stark figures for market shares in Scotland that we 
have presented and agrees with us that there will be no effective competition in 
Scotland until this issue is addressed. 
 
Summary for the way forward 
 
We very much welcome the creation of the Independent Commission on Banking and 
the opportunity this offers to make this submission. We would like to extend an 
invitation to Sir John Vickers and his team to come to Edinburgh at a convenient 
time to discuss the work and tentative findings of the Commission with the 
Committee and other bodies in Scotland. 
 
We believe that despite the problems that we have witnessed, the Scottish and UK 
banking and financial services sectors can be reformed and can continue to play an 
important role in our economy and our society as a whole. The Committee wants to 
see Scotland’s largest banks reformed and put back on a sustainable footing in 
terms of how they are run. We want to see a substantial increase in competition 
and in the diversity of players in this sector in Scotland. We also want to see the 
other more successful parts of the financial services sector supported and 
encouraged to flourish and grow. The Committee believes that there is a ‘once-in-
a-generation’ chance for reform and we have set out in our inquiry report our 
vision of some of the changes that are needed.  
 
Nearly three years on from the start of the banking crisis in late 2007, we see precious 
little signs of real and lasting reform or evidence that the banks have learnt the lessons 
of their past activities. We agree wholeheartedly with Adair Turner when he said that 
some, but by no means all, of the financial activities which proliferated over the last ten 
years were socially useless and some parts of the system were swollen beyond their 
optimal size. Until that lesson is learnt, we are worried that many banks are still 
pursuing a relentless drive for excessive profits and bonuses, often at the expense of 
the taxpayer, and not serving the needs of the real economy. 

 
 

Economy, Energy and Tourism Committee 
The Scottish Parliament 

November, 2010 



12 
 

ANNEX A 
 
REMIT OF THE ECONOMY, ENERGY AND TOURISM COMMITTEE’S BANKING 
INQUIRY 
 
What is your view on the cause, nature and impact of the recent difficulties in the 
financial sector in Scotland? 
 
What evidence do you have on the issue of the availability and the cost of credit and 
what effect have the initiatives undertaken by the banks, government bodies, regulators 
and others had? 
 
What changes can be expected as part of the ongoing and future restructuring plans in 
the financial services sector within Scotland? 
 
How might these changes affect the business and retail banking market in Scotland, 
access to project finance, a reduction in competition on the „high street‟ for lending, the 
plans for the retention of functions and „headquartering‟ etc and what can the public 
sector in Scotland do to ensure the best possible result for Scotland? 
 
What are the current employment levels and skills base in the financial sector in 
Scotland and how may these change? Additionally, what are the types of jobs that might 
be expected to be lost as part of any restructuring plans? 
 
How are employment levels in the financial sector calculated at present, under what 
definitions and how do these relate to ONS figures? What changes are required to 
make employment figures more meaningful and comparable with other financial 
centres? 
 
What are your views on the current efforts across the public sector in Scotland to 
respond to the recent difficulties in the financial sector in Scotland and what, if anything, 
needs to change in the future as the situation develops? 
 
Has Scotland‟s reputation as a global financial services centre been detrimentally 
affected by the global crisis and has this been to any greater extent than the problems 
felt in other financial centres? 
 
How should Scotland differentiate itself and promote itself as a financial services centre 
in the future and what steps are being taken by our competitors in this respect? 
 
How can we ensure that the Scottish financial sector continues to retain a global 
perspective and does not retreat into a purely localised lending regime? 
 
Why are “new” banks choosing to establish themselves in Scotland, what is it that is 
particularly attractive and how can we build on this and attract additional investment into 
Scotland? 
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ANNEX B 
 
EMPLOYMENT CHANGES IN SCOTLAND (extract from a briefing prepared by 
Scottish Enterprise for the Parliament’s Research Service) 
 
By way of context, there is no authoritative list of job losses and gains in the financial 
services industry in Scotland.  Furthermore, the official statistics for the number of 
people employed in the industry are only available up to 2008 and thus do not include 
much of the impact felt since the recent economic downturn.  Instead, Scottish 
Enterprise (SE), the Scottish Government and the Financial Services Taskforce rely 
upon a range of information from a number of different sources.  Each of these is limited 
in terms of quality and availability, however we make best efforts to capture and analyse 
a range of sources to build up the most complete picture of the trends and issues. 
 
The main sources are detailed below together with a description of their limitations and 
applicability.   
 
1.  Public announcements from companies: This is one of the main sources of 
information.  Frequently however, several subsequent announcements give greater 
detail of an initial statement though this is not always made clear.  Furthermore, the 
announcements rarely detail losses specific to Scotland and also frequently state the 
numbers of jobs at risk.  In practice, staff are free to apply for other posts within the 
group and the final number made redundant is often less than that announced. 
 
2.  Discussions via the Financial Services Taskforce:  The Taskforce is chaired by 
SE and includes representatives from Scottish Government, Convention of Scottish 
Local Authorities (COSLA), Scottish Funding Council and Skills Development Scotland.  
By building a strong relationship with companies, particularly RBS and Lloyds, the 
Taskforce is usually given early warning of announcements and is able to get detail of 
the likely impact in Scotland.   
 
3.  Public Sector Employment Statistics:  Since three banks (RBS, Lloyds and 
Northern Rock) are at least partly public owned, any changes in employment in these 
collectively will be captured in the public sector employment statistics. 
 
4.  Regional Selective Assistance (RSA) statistics:  RSA is typically based upon 
projected numbers of jobs.  However such jobs can often take a long period to be 
realised. 
 
5.  Direct Engagement with Companies:  SE has a relationship with many of the 
major Financial Services companies and frequently we can be informed of details of 
expansions and contractions in employment 
 
With the caveats above, the following table sets out some of the recent data that we 
have available, both positive and negative in the Financial Services industry. 
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Job Gains 
 

Company Date No of Jobs Function 

Santander Sep 2010 120 Expansion of call centre in Glasgow 

Virgin Money Sep 2010 200 New headquarter function in Edinburgh 

Barclays Wealth Sep 2010 600  Expansion of existing asset servicing facility 
in Bothwell St, Glasgow 

Dunfermline Building 
Society 

June 2010 150 (75 net) Expansion for Dunfermline to become 
administrative hub for regional business.  
Offices in England to close. 

Ceridian April 2010 200 Outsourcing Company 

Odyssey Financial 
Technologies 

Nov 2009 200 Software for Financial Services 

Capita Sep 2009 300 Pension administration in Stirling 

Tesco Bank Aug 2009 800 Business support centre in Glasgow 

Tesco Bank Feb 2009 Up to 500 Headquarters in Edinburgh 

eSure Feb 2009 Up to 500  Insurance centre in Glasgow  

BNP Paribas Jan 2009 80 posts Asset servicing in Glasgow 

Total estimate  3,500  

 
Job Losses 
 

Company Date No of Jobs Function/ Detail 

Adam & Co (part of 
RBS) 

Sep 2010 130 Job losses at the Edinburgh headquarters. 

Standard Life Sep 2010 Up to 500 600 posts lost with 100 new IT posts created.  Up 
to 480 affected in Edinburgh including contractors 
and natural attrition. Net permanent loss may be 
105.   

Direct Line Aug 2010 400 Insurance centre in Glasgow.  Over 600 posts lost 
but 250 extra in its claims management office also 
in Glasgow.  Follows EU requirement to divest 
assets including branch network (318 branches) 
and insurance business. 

Lloyds Over last 
year 

Around 1,000 Through discussion with the FS Taskforce, this is 
Lloyds best estimate of job losses.  Totals may not 
add as many of the announcements are “jobs at 
risk” and staff can apply for other posts elsewhere 
in the group.  Also, some announcements are 
duplicated. 
 
Likely to include 50 in Life Assurance (Apr 09), 300 
in Corporate and Small Business Lending (May 
09), 47 in its Cash Centres (Jun 09) and 315 in its 
Group Operations and Wholesale Divisions (Jun 
09), 220 in Group Operations and Insurance (Jul 
09), 60 in Retail Division (Jul 09), 40 in Payment 
and Business Services (Mar 10) and 30 in Wealth 
and International (Mar 10). 

RBS Over last 
year 

Up to 1,800 This is based upon the figures in “Public Sector 
Employment Statistics” which states that 2,800 
posts have been lost and we believe that 1,000 of 
these have been through Lloyds.  Northern Rock, 
the third bank with at least part public ownership 
only has a very small presence in Scotland.  This is 
unlikely to include the Direct Line numbers. 
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Figures are usually announced at UK level with 
staff offered voluntary redundancy.  It is not 
possible to detail the impact to Scottish 
employment of all the announcements made. 

Barclays/ Standard 
Life Bank 

July 2010 254 Follows takeover of Standard Life Bank in 
Edinburgh 

Aegon June 2010 possibly 
600  

Announcement of 25% cost cuts but no detail of the 
impact on Edinburgh operations.  Currently 
employs 2,400 in Edinburgh 

Barclaycard March 
2010 

350 Loss of the loan centre for Barclay Partner Finance 
in Glasgow.  Jobs moved to Cardiff.  Some staff 
transferred including to Barclays Wealth. 

Aegon June 2009 147 Reduction in staff in its Group Risk Edinburgh due 
to withdrawal from business it acquired 

Beneficial Finance Jun 2009 25 Owned by HSBC, the lender has closed all of its 
branches in Scotland 

HSBC Mar 2009-
Jun 2010 

49 This includes 30 jobs in back office operations (Mar 
09) and 19 jobs at a Technical Centre in Stirling 
(Jun 10) 

Aviva Apr 2009 30 This is part of an announcement to reduce overall 
UK headcount by 1,100 but with natural turnover, 
the total number of redundancies is likely to be 800. 

Standard Life Feb 2009 47 Part of an overall reduction of 195 with 34 lost in 
Edinburgh and 13 in Glasgow. 

Aegon Feb 2009 11 Marketing staff 

Barclays Jan 2009 60 Jobs lost in its investment banking arm as part of 
around 2,100 globally and 500 in the UK 

Cattles Jan 2009 30 Sub-prime lender which currently has its shares 
suspended for trading.  At one point, it employed 
around 1,000 across the UK 

Total estimate  5,400  

NB. The figures are purely indicative and should be used with caution. 
 
 
Scottish Enterprise 
September 2010 
 
 


