
 

 

 

 
 

  

 

 

                                                                 

SUBMISSION FROM CBI SCOTLAND 
 
Introductory comments 
 
1. The CBI is the UK's leading business organisation, speaking for some 240,000 

businesses that together employ around a third of the private sector workforce. With 
offices across the UK, as well as representation in Brussels, Washington, Beijing 
and Delhi, the CBI communicates the British business voice around the world.  The 
CBI’s membership includes over 130 financial services firms, including all the major 
UK clearing banks, many major UK insurers and asset managers, and most of the 
major UK Private Equity firms. 

  
2. We welcome the opportunity to contribute to the Economy, Energy and Tourism 

Committee’s inquiry into the banking, building society and financial services sector 
on a number of important issues.   

 
3. However, we are concerned that there has been considerable cross-over and 

duplication in the focus of this inquiry and that of the Scottish Affairs Committee’s 
Banking in Scotland Inquiry1 at Westminster.  In particular, both Committees are 
investigating access to credit, the international reputation of Scotland’s financial 
services sector and the effect of recent difficulties on jobs within the sector.  CBI 
Scotland values the work of both Committees, submitting regular written and oral 
evidence at Holyrood and Westminster, and would have preferred to see both 
Committees liaising to agree different areas to investigate or working jointly in order 
to avoid unnecessary duplication.   

 
4. The remainder of this submission will address the specific questions posed by the 
Committee.  
 
QUESTION 1. What is your view on the cause, nature and impact of the recent 
difficulties in the financial sector in Scotland? 

5. Difficulties in financial services in Scotland, and further afield, derive from the credit 
bubble and global banking crisis, having a knock-on effect on business activity 

 

1 http://www.parliament.uk/parliamentary_committees/scottish_affairs_committee/sac130709ii.cfm  

http://www.parliament.uk/parliamentary_committees/scottish_affairs_committee/sac130709ii.cfm
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across many sectors of Scotland’s economy. It has also been well documented that 
some Scottish financial institutions’ problems have been further exacerbated due to 
business models and some have subsequently been taken over by other institutions 
or been subject to significant government intervention.  

6. Given the scale of the difficulties within the financial services sector, the knock-on 
impact has been considerable. There has understandably been a change in 
attitudes towards risk-taking and prudence amongst financial services institutions 
that are under greater scrutiny and there is a renewed focus on regulation and 
control in the UK. Although, despite some businesses saying that they are finding it 
tougher to secure credit, the general message from Scotland’s major clearing banks 
is that they are very much open for business and are lending.  

7. Furthermore, cost cutting has been a major characteristic of recent events, with 
some of Scotland’s banks having to take difficult, but necessary, decisions to 
reduce outgoings and restore their balance sheets.  This has inevitably resulted in a 
reduction in employment numbers in an industry which has traditionally been one of 
the country’s largest employers and fastest growing sectors.  

QUESTION 2. 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? 

8. The results of CBI’s most recent, UK-wide, Access to Finance Survey2 suggest that 
financing conditions did improve in the 3 months to July.  The survey results 
demonstrate that finance availability for new credit lines rose in the 3 months to 
July, while the availability of existing credit remained broadly flat.  These trends are 
expected to continue in the coming 3 months.  

9. The increase in availability for new credit lines was mainly driven by the loosening 
of conditions for very large organisations, with a modest increase in availability for 
SMEs.  

10. The Access to Finance Survey also indicates a marginal rise in the availability of 
bank loans.  This is an encouraging move in the right direction and verifies the 
banks’ message that they are open for business and lending.  The immediate 
pressure facing some of Scotland’s banks to cut costs had implications for 
employment within the banking sector in Scotland.  This shall be explored in more 
detail later in this submission. 

11. Cost of credit continues to be an important issue for CBI Scotland’s member 
organisations.  Half of members surveyed in our UK-wide Access to Finance Survey 

 

2 
http://www.cbi.org.uk/ndbs/press.nsf/0363c1f07c6ca12a8025671c00381cc7/9536d035971117c680257607003a27b1?Op
enDocument  – Press Release 10 August 2009  

 

http://www.cbi.org.uk/ndbs/press.nsf/0363c1f07c6ca12a8025671c00381cc7/9536d035971117c680257607003a27b1?OpenDocument
http://www.cbi.org.uk/ndbs/press.nsf/0363c1f07c6ca12a8025671c00381cc7/9536d035971117c680257607003a27b1?OpenDocument
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reported an increase in the cost of new credit in the 3 months to July.  Arrangement 
fees and the administrative burden of accessing new finance continued to add to 
the costs incurred by businesses.  

12. For those organisations using trade credit insurance, availability has continued to 
deteriorate markedly in the 3 months to July for all sizes of organisation.  Current 
economic conditions and sharp losses have led trade credit insurers to re-evaluate 
their exposure and review credit lines, which has resulted in some restrictions or 
withdrawals of cover for firms in ‘riskier’ sectors such as non-food retail and 
construction.  This has happened as enquiries for trade credit insurance have risen.   

13. Overall, finance conditions continue to have a negative effect on a number of 
business areas.  Capital investment and staff numbers continue to be heavily 
affected, although the damaging effect of the lack of finance on mergers and 
acquisitions does seem to be easing.  

QUESTION 3. What changes can be expected as part of the ongoing and future 
restructuring plans in the financial services sector within Scotland? 

14. As part of Scotland’s financial services sector is currently experiencing a period of 
extensive restructuring, the picture is still not completely clear.  However, the 
following conclusions can reasonably be drawn; 

• There will be a continued reduction in the employment level within Scotland’s 
financial services sector, mainly focused in banking, as a direct impact of 
organisational restructuring, as well as their supply chain of professional 
services firms. Although regrettable, it is important that recently merged banks 
and those that have been subject to government intervention are able to identify 
efficiency savings if they are to be successful and repay the tax payer.  It is also 
important to acknowledge that not all banks are progressing through a period of 
restructuring and in other, non-banking; areas of financial services, firm located 
within Scotland are increasing their levels of employment3.    

• Edinburgh and the Lothians will experience the greatest proportion of job losses, 
given the significant banking operations currently located there4. 

• There will be fewer headquartered financial service organisations in Scotland.  
However, it is important to emphasise that Scotland will retain some 
headquarters and head office functions of banks which will be controlled from 
elsewhere and that the banking sector generally constitutes only part of financial 
services.  There are less dramatic, if any, changes to headquartered functions in 
other financial service areas.    

 

3 Tesco Personal Finance has recently (August 2009) announced their intention to create 800 more jobs in Glasgow as 
has insurance firm esure who announced the creation of 500 additional jobs in Glasgow in February 2009 

4 The Scottish Government’s Chief Economic Advisor – Dr Andrew Goudie – stated in his ‘State of the Economy’ 
Presentation on 21 August that Edinburgh and the Lothians was one of two areas particularly hard hit by rising 
joblessness (the other being Lanarkshire)  
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• Not all restructuring changes will be to the detriment of Scotland’s financial 
services sector. For example, Lloyds Banking Group recently announced that, 
after a review of its asset management businesses, the Group intends to 
transfer the investment management of the funds sourced from the Group’s 
Halifax and Bank of Scotland bancassurance businesses, the Bank of Scotland 
wealth management operation and the Clerical Medical intermediary franchise 
from Insight Investment to Scottish Widows Investment Partnership (SWIP).  
SWIP will become a centre of excellence for the Group’s asset management 
activity, based in Edinburgh.  SWIP currently has £83 billion of assets under 
management and after the intended transfer of approximately £42 billion from 
Insight this will increase to approximately £125 billion5.  

• Banking amalgamations are not a new phenomenon in Scotland and further-
afield, having occurred many times before.  The sector has adapted before and 
will again as current restructuring processes continue.  

 
QUESTION 4. 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? 

15. The factors outlined in question 3, plus a withdrawal of some non-domestic banks 
from the marketplace creating further reduced competition, are likely to reduce the 
availability and increase the cost of borrowing.  However, there is no evidence to 
suggest that this will be any worse than other parts of the UK.  

16. It must be accepted that decisions over headquartering are taken by individual 
firms, based on their own particular requirements.   

QUESTION 5. 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? 

17. CBI Scotland does not formally collect employment and skills data that is specific to 
the financial sector.  Recently published documents record employment levels in 
financial services in Scotland as; 

• 9% of the UK total over 2006/076 

• The Scottish financial services industry employs 96,000 (4% of total Scottish 
employment) with the majority of this employment being in retail banking and 
insurance and pensions7 

 

5 Corporate Communications, Lloyds Banking Group, August 2009  

6 The Strategy for the Financial Services Industry Report - 2009 Annual Report, The Scottish Government, page 21 
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18. The financial services sector in Scotland has a diverse skills base, employing 
people across many different professional functions, requiring differing levels of 
education.  As it appears Scotland will retain many head office functions and has a 
growing service centre reputation and share, it is important not to overreact to 
changes in future employment levels and skills base.  Inevitably, as banks merge 
and rationalise, there will be job losses at both headquarters and within branches.  
However, one possible concern might be a short term reduction in graduate 
employment schemes within the sector, affording graduates fewer opportunities to 
develop their skill sets and pursue and progress careers within financial services.  
Financial service firms may, as a temporary option, also offer flexible working 
arrangements for some current staff so that their skills and experience are not lost 
to the individual firm completely.     

19. During a time of uncertainty for many who are currently employed within financial 
services, it is important to emphasise that Scotland’s global reputation for education 
and skills and talent within the financial services sector will also help to retain and 
attract further employment (this will be further supported by the creation of a 
Financial Services Skills Gateway – the work on the proposal for a FSSG was led 
by CBI Scotland’s Chairman and has received support from the First Minister).  For 
example, Tesco Personal Finance has recently announced that it is set to create 
over 800 jobs in Scotland with the opening of a new customer service centre in 
Glasgow, a vote of confidence in Scotland's financial services industry 8.   

QUESTION 6. 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? 

20. No answer, although CBI Scotland recognises this is a useful indicator when 
monitoring Scotland’s performance against competing financial centres.  

QUESTION 7. 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? 

21. It should be acknowledged that the Scottish Government, Scottish Enterprise and 
Scottish Development International have always understood the importance of 
financial services to Scotland and have prioritised the growth and development of 
this sector above many other industries.  Scottish Enterprise, for example, classes 
financial services as a ‘priority industry’ and focuses a significant portion of its time 
and resources in supporting this industry, which CBI Scotland has strongly 
endorsed.   

 

7 UK International Financial Services – the future, a report from UK based financial services leaders to the UK 
Government, May 2009, page 20  

8 Announced on Thursday 20 August 2009  
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22. The Scottish Government has significant power to influence inward investment to 
Scotland within this sector.  They have already used one of their most effective 
means of doing this by recently awarding Tesco Personal Finance a £5 million 
Regional Selective Assistance Grant to attract them to Glasgow and to create 800 
additional jobs within the sector.  The Government (and Scottish Enterprise when it 
takes over responsibility for RSA Grant Awards from 1 October 2009) should be 
encouraged to continue this focused support for the financial services sector, at 
least in the short term as the sector looks to recover and rebuild.  The public sector 
can keep a watching brief over its efforts and react accordingly.  In addition, firms 
within this sector should be made aware of the targeted support that is on offer and 
be encouraged to apply if their plans meet the required criteria. 

QUESTION 8. 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? 

23. There could be an adverse effect on Scotland’s reputation within banking but it 
would be wrong to suggest that the strong Scottish reputation of other financial 
service sectors, such as insurance and fund management industries, have been 
affected to the same extent. Edinburgh, for example, is still a leading international 
financial centre and Europe’s 5th largest.  A cluster of financial firms has formed 
around the city, with particular strengths in asset management, life assurance and 
pensions9.  

24. Scotland, like all global financial centres, is now challenged with re-building 
reputation and trust, both locally and internationally.  CBI Scotland recognises the 
high level of activity that has taken place over the past year by financial service 
firms individually and by the sector as a whole to achieve this.  Initiatives such as 
FiSAB10 have worked well and have shown what can be achieved through 
cooperation.  

25. There is a real danger that, when considering Scotland’s reputation as a global 
financial services centre, we are too pessimistic.  It is important to acknowledge that 
the financial services sector in the UK is still seen more positively outside of the UK 
than inside and Scotland’s hard won reputation among the global financial services 
sector has not been irreversibly damaged.  The perception of competence and 
trustworthiness will, in time, return to levels associated with the financial services 
sector prior to the banking crisis.   

QUESTION 9. 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? 

 

9 UK International Financial Services – the future, a report from UK based financial services leaders to the UK 
Government, May 2009, page 32  

10 FiSAB is a collaboration between the financial services industry, trade unions, the Scottish Government, Scottish 
Enterprise and Universities Scotland 
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26. CBI Scotland suggests that reinvigorating, rather than differentiating, is the best 
approach.  Scotland has a critical mass of skills within financial services, built over 
many years of success and growth.  Our universities afford financial service firms 
access to excellent young talent and this has not changed.  They understand what 
the financial services sector requires of those entering the workforce and this 
particular aspect of reputation remains intact.  

27. Scotland retains a diversity of offerings within financial services such as fund 
management, investment trusts and professional services firms to name a few.  The 
country has also established a strong reputation as a leading international centre for 
customer service solutions i.e. contact centres.  Scotland’s expertise in ‘back office’ 
functions, particularly in Glasgow and Edinburgh, certainly has scope to develop 
further.  The onus will be on the Scottish arm of large financial institutions to sell 
internally the virtues of locating and retaining functions in Scotland and on 
organisations such as Scottish Development International to promote the message 
that Scotland’s financial services sector is still strong and open for business.     

QUESTION 10. 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? 

28. It is natural to be tempted to focus more locally in the aftermath of the banking crisis 
when making lending decisions.  Some may even suggest that focusing locally and 
addressing domestic market issues should be the priority before seeking to achieve 
global ambitions. However, the Scottish financial services sector encompasses 
other aspects and areas, such as fund management, and these will undoubtedly 
continue to retain a global perspective.  Scottish based firms must also be 
encouraged to benchmark their performance against international peers and 
continue to seek to win business overseas, so a global perspective remains critical. 
Ultimately, businesses in the sector will behave commercially, operating globally 
when and where appropriate and commercially sensible.  

QUESTION 11. 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? 

29. It is encouraging that ‘new’ banks are continuing to choose Scotland as a place to 
locate and it must be promoted as a ‘good news’ story internationally.  There is an 
opportunity for this particular aspect of Scottish financial services to be promoted as 
a hub of excellence internationally.   

 
30. Scotland’s international reputation for quality and availability of workforce is 

certainly a strong factor in this and will, to some extent, alleviate the jobs losses that 
the sector is experiencing.  There is also a good supply of related support services 
locally for ‘new’ banks to draw upon.  Anecdotal feedback also suggests that the 
Scottish accent of operatives and customer awareness are both strengths.  
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31. Businesses are also aware and encouraged by the improving transport connections 
within Scotland, such as the M74 extension, Glasgow Airport Rail Link, Edinburgh 
Tram Link Project and Forth Replacement Crossing.  In addition to internal transport 
links, links to London and other key financial centres must be retained and 
improved.  Specifically, landing slots from Scottish airports into Heathrow must be 
protected.  It is also an opportune time to revitalise the Air Route Development 
Fund to support this.  

 
32. Looking ahead, if Scotland is to continue to attract ‘new’ banks to invest here, we 

must be aware of any inward investment opportunities and be prepared to pursue 
them vigorously with incentives such as RSA Grants and by promoting our pool of 
talent, experience and expertise.  There should be a concerted effort to promote 
Scotland’s recent successful relationship with ‘new’ banks with all who have 
Scotland’s interests at heart acting as ambassadors in this respect.  

 
CBI Scotland 
September 2009  
 
 


