
SUBMISSION FROM CLYDESDALE BANK 
 
I am grateful to you and your Committee for giving Clydesdale Bank the 
opportunity to provide this written evidence on the way forward for Scotland's 
banking, building society and financial services sector. 
While strong in its own right, Clydesdale Bank PLC is part of National Australia 
Group, one of just a handful of banks in the world to have maintained a top-flight 
‘AA’ long-term rating.  The UK business is managed locally and holds a single 
banking licence covering both our Clydesdale and Yorkshire Bank brands.  We 
have 2.7m customers, of which approximately 200,000 are SMEs.  We operate 
342 retail branches (152 of which are Clydesdale Bank) along with over 70 
‘Financial Solutions Centres’ (15 of which are in Scotland) that provide specialist 
support for our business customers.  We provide traditional banking products and 
services and our approach has won significant customer approval and external 
recognition.   
The success of the Bank in recent years has been the direct result of our strategy 
to focus our business model firmly on the needs of our customers.  In particular, 
we have sought to build local relationships with the small and medium sized 
businesses that bank with us.  Local deposits are used to lend locally, and we 
have empowered our relationship managers to make credit decisions – 90% of 
which are made locally. 
We have an enduring commitment to support our customers in these challenging 
times.  In the first nine months of our financial year, we have provided £2.9 billion 
of new lending to our customers and have recently announced plans to lend an 
additional £1 billion to our personal and business customers. 
In seeking to grow our business, our strategy remains unchanged.  We continue 
to drive ever-greater efficiency from our operations and have elected to maintain 
a very conservative liquidity and capital position.  Over the last four years, our 
headcount has remained broadly static – although there has been a move of 
people from back office to customer facing roles.   
 
The challenges facing the financial services sector are global in nature and in 
many cases future development will be driven by international considerations.  
However, we believe that there are two key issues that can be driven 
domestically to ensure that Scotland remains an attractive location for financial 
services companies. 
The first is to ensure the Scotland has a workforce with the right skills and 
attitude.  In particular, it is essential that existing talent is continually developed 
and transferable skills are improved to help stimulate productivity and growth in 
the industry.   
The second is to ensure that Scotland retains and develops a modern and 
efficient business infrastructure.  This includes maintaining a business friendly 
environment (at a national and local level) and effective transport and education 
systems, as well as ensuring Scotland remains an attractive place to live. 
 
David J Thorburn 
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Q1. What is your view on the cause, nature and impact of the recent 
difficulties in the financial sector in Scotland? 

 
1. The financial crisis originated in the US sub-prime market but quickly 
escalated to affect the financial system worldwide. A low real interest rate 
environment coupled with a search for yield led some institutions to under-price 
risk in some relatively new financial products.  There was a sudden reduction in 
liquidity in global markets. 
 
2. This worldwide crisis has affected all financial centres, including Scotland, with 
many financial instituitions seeking to deleverage and some requiring capital 
support from central government. 
 
3. In Scotland, these events have led to consolidation amongst some Scottish 
banks and building societies, and have increased the funding and liquidity costs 
of all in the sector. 
 
Q2. 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? 

 
4. Clydesdale Bank has always maintained a prudent and conservative strategy 
in growing its business.  In the first nine months of its financial year, the Bank 
advanced nearly £3 billion of new lending to its business and mortgage 
customers.  The Bank also pledged to make a further £1 billion of new lending 
available - at a time when customers need it.   
 
5. However, in the sector in general, both the reduced availability of capital and 
the increased cost of funds have constrained the ability of some banks to lend. In 
addition, some overseas institutions and some domestic lenders have withdrawn 
from the UK market place. 
 
6. Government initiatives, such as the Credit Guarantee Scheme and Special 
Liquidity Scheme, were welcome initiatives that provided confidence and liquidity 
at a time of market failure.  In addition, moves to recapitalise some UK banks 
have helped to maintain credit availability and overall market stability.  
 
Q3. What changes can be expected as part of the ongoing and future 

restructuring plans in the financial services sector within Scotland? 
 
7. One of Scotland’s strengths in recent years has been the diverse nature of its 
financial services industry with most sub-sectors represented. The extent of the 
impact from the recent crisis will be different from one part of the industry to 
another, just as it is different from one bank to another. 
 
8. It is therefore difficult to set out how Scotland’s financial services sector will 
change in any definitive way as this will be impacted by changes in regulation, 
changes in the marketplace and changes in the way that customers access 
financial products just as much as any changes necessitated  by the recent 
financial crisis. 



 
Q4. 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? 

 
9. A ‘High Street’ presence remains an important channel for many customers.  
Clydesdale Bank continues to have a strong network of 152 branches.  However, 
the growth of the internet has changed how people compare and choose their 
financial services provider. 
 
10. The Post Office has also become a ‘virtual network’ for Clydesdale Bank.  
Allowing retail and business customers to withdraw cash, make balance 
enquiries and deposit cash and cheques at any Post Office has enabled 
Clydesdale Bank to expand outside its core branch network area. 
 
11. Clydesdale Bank continues to grow its overall business banking proposition 
in Scotland through its network of Financial Solutions Centres and we continue to 
expand and improve both our retail and business internet banking services. 
 
12. While we are not in a position to comment on the plans of other banks or 
financial institutions, we believe that the public sector generally should continue 
to make Scotland a competitive location for financial services by supporting 
flexible skills development and investing in the necessary infrastructure to 
support business. 
 
Q5. 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? 

 
13. Scotland continues to be an attractive and important location for Clydesdale 
Bank.  The Bank employs nearly 4,000 full time equivalent employees (FTEs) in 
Scotland – of which some 2,600 are in the greater Glasgow region. 
 
14. While many of these roles serve our local customers, Scotland continues to 
host a number functions that support the rest of Clydesdale Bank’s UK 
operations.  This includes Legal, Risk, Finance, Technology, and our Customer 
Contact Centres.   
 
17. The skills requirements of our business are therefore diverse and we benefit 
from the large pool of financial services talent that is available in Scotland. We do 
not envisage this position changing. 
 
Q6. 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? 

 



18. Clydesdale Bank recognises the difficulties in collecting accurate employment 
statistics for the sector in Scotland and we would be willing to work with the 
appropriate bodies to help ensure that reported employment figures are 
meaningful and comparable with other financial centres and industries. 
 
Q7. 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? 

 
19. The public sector has a strong track record in seeking to engage, understand 
and support the financial services sector in Scotland and we are aware that the 
PACE initiative and the recently established Finance Sector Jobs Task Force is 
working with some employers to respond to current pressures within the sector. 
 
20. These specific initiatives build on the support to employers that are available 
as a matter of course through Scottish Enterprise, Scottish Development 
International, and the Financial Services Advisory Board. 
 
21. It is important, to maintain Scotland as an attractive financial services centre, 
that skills development initiatives of publicly funded organisations are aligned to 
the changing needs and priorities of Scotland’s financial services employers to 
inspire an improvement in talent at all levels of the existing and emerging 
workforce and to maintain a ‘pipeline’ of  flexible and available talent .  One way 
to do this is through the creation and operation of a ‘Scottish Financial Services 
Skills Gateway’.   
 
Q8. 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? 

 
22. The recent financial crisis has been a global phenomenon and has affected 
all countries to some extent. 
 
23. In Scotland, there are very many employers of all sizes across the financial 
services sector as a whole. Within this diverse industry, there have been only a 
limited number of institutions that have experienced very significant difficulties, 
albeit they have been large employers.  It is impossible to say with any certainty 
what impact the recent difficulties have had on Scotland’s overall reputation as a 
financial centre.   
 
Q9. 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? 

 
24. Scotland has been successful in attracting investment in its financial services 
industry in part because of the quality of life that it offers and the availability of a 
well-educated, skilled and committed workforce.  To continue to be successful in 
the future, Scotland must maintain a diverse, skilled and motivated workforce, 



and provide an efficient, effective and stable business infrastructure, free from 
unnecessary regulation and complexity. 
 
Q10.  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? 

 
25.  Scotland is home to a broad range of financial service employers 
operating across the whole of the sector, many of who remain competitive and 
active in international markets.  While business strategies will be a decision for 
individual companies, we see no reason why the global aspirations of the sector 
as a whole will change. It will be important to ensure that Scottish Development 
International continues to support Scottish companies operating overseas and 
promotes Scotland as an attractive destination for inward investment.  
 
Q11.  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? 

 
26. Scotland remains an attractive market in which to do business.  It has a track 
record of steady economic growth and its well educated, flexible and motivated 
workforce has an enviable reputation worldwide. 
 
27. Ensuring that Scotland continues to meet the evolving skills requirements of 
the private sector will be a continuing challenge.  One way to do this is through 
the creation and operation of a ‘Scottish Financial Services Skills Gateway’.   
 
28. To build on these strong selling points, Scotland must also continue to invest 
in and improve the infrastructure required of international companies, particularly 
around efficient transport links to and from London and the availability of direct 
international flights to Scotland. 
 
Clydesdale Bank 
8 September 2009 
 


