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SUBMISSION FROM THE POST BANK COALITION 

1. The Post Bank Coalition is delighted to give evidence to this committee 
about what we believe is a sensible and necessary step to take in the 
rebuilding of financial stability and confidence in business and personal 
banking.  
 

2. The Post Bank Coalition was set up in late 2008 to do two things: 

• To support the Post Office network and campaign for the strengthening 
of that network, ensuring no more Post Office closures via a financially 
independent Post Office network eliminating the need for the state 
subsidy of £150m per year 

• To campaign for a Post Bank, using the existing network to bring 
diversity to the banking structure, to provide all consumers, including 
those who are financially excluded, with a trusted place for their money, 
to offer necessary locally based banking facilities to local businesses, 
supporting local economies and strengthening community 
cohesiveness 

 

3. These aims are summarised below and we call on all UK Governments 
immediately to set up a Post Bank to:  

• Revive and protect the Post Office network 

• Provide much needed local banking support to small  and medium size 

businesses and generate income for local economies 

• Combat social exclusion and financial inequalities 

• Provide immediate fixed capital investment which will constitute a fiscal 

stimulus (with multiplier effects), as well as the Post Bank system itself 

leading to new jobs. 

4. The Post Bank would exploit a four way synergy: 

• The demands for locally based and easily accessible credit and 
banking facilities from small businesses and social enterprises 

• The demand for banking facilities for the ‘unbanked’ and those who 
seek safety for small amounts of savings 

• The need for renewed confidence in the financial system 

• The availability of a unique resource in the infrastructure of the Post 
Office; its network of branches, its dedicated staff and the trust the 
British people have in it 
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Services at the Post Office 

5. The Post Bank Coalition welcomes the Prime Minister’s announcement in 
his speech at Labour Party Conference for an expanded financial services 
role for the Post Office and with this in mind calls on the Scottish Parliament 
to take the lead ahead of the Department for Business, Innovation and Skills’ 
expected consultation and look now into the financial service opportunities the 
Post Office could provide.  

6. The Post Office Card Account (POCA) victory in November 2008, when 
Government broke off the tendering process and awarded the contract to Post 
Office Limited for five years is a strong foundation to build on but Government 
must go much further in looking at the Post Office as a crucial partner and 
practicable distributor of its services. 

Post Bank 
7. A Post Bank, publicly owned, possibly established on a mutualised model, 
or based on the trustee savings bank model, would be a natural extension of 
this development. The Coalition is adamant that the Post Bank must not be 
just an extension of the current partnership with Bank of Ireland (BoI) where 
50 percent of the profit of any transaction goes to BoI. We want to move away 
from the shareholder driven model of banking. In introducing diversity into the 
banking system the model of ownership is key. Much of the trust in the Post 
Office network - seen starkly at the height of the financial crisis when Post 
Office deposits increased by 136 percent- is based on its public ownership. 
 

8. A Post Bank could provide the same retail banking facilities for small 
businesses as any other bank, thus creating a ‘one-stop-shop’ for small 
business needs. At the same time European Investment Bank funding could 
be distributed through a Post Bank as well as Government schemes such as 
the Enterprise Finance Guarantee Scheme.  
 

9. A Post Bank would also tackle financial exclusion. By being locally based 
and in some 11,5000 locations, a Post Bank would be available in the areas 
from which retail banks have withdrawn. It would also offer debt advice and 
managed payment schemes to people who wanted them. It would also work 
towards developing successful relationships and links with credit unions and 
community development finance institutions. 
 

10. We have identified four models for the establishment of a Post Bank which 
we believe the UK Government should urgently examine. 
 

Option 1: Using Northern Rock 
11. The access to a banking license, mortgage services and banking 
expertise could be provided by Northern Rock, once the toxic debt was 
separated from the ‘narrow’ bank facilities.We believe it is time that the 
public’s faith in the banking system was restored by Government acceptance 
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that there will be no return to ‘business as usual’. Using Northern Rock could 
be a powerful symbolic gesture by the Government to show that it is 
determined to re-configure banking services. 
 
12. We envisage a permanent conversion of Northern Rock into a Post Bank, 
in which the Post Office has a controlling interest. 
 
Option 2: Buying out Bank of Ireland’s stake in the joint venture with the 
Post Office 
13. While a Government-financed buy out of Bank of Ireland’s share of the 
joint venture would come at a short-term cost, the long term benefits of such a 
bold move could be substantial, making a considerable impact in combating 
financial exclusion and securing the future of the Post Office network. The 
joint ventures between the Bank of Ireland and the Post Office – Post Office 
Financial Services (POFS) and First Rate Exchange Services (FRES) – 
together brought in £34 million in profit for the Post Office in the year to 31 
March 2009. However the benefits, and potential income for the Post Office, 
could be much greater if it had sole ownership of the venture.  
 

Option 3: Incorporating National Savings and Investments into a new 
Post Bank 
14. National Savings and Investments (NS&I) could be brought under the 
broader umbrella of the Post Bank, given the amount of its business that goes 
through the Post Office. NS&I assets could be used to give the Post Bank a 
greater financial security  
 
15. National Savings and Investments has its origins in the Post Office 
Savings Bank set up in 1861. It was separated from the Post Office in 1969. It 
has developed a range of savings and investments over the years to suit the 
market and meet the needs of customers and the UK Government’s need for 
funding. The Post Office has remained a significant distribution channel for 
NS&I products. 
 
16. As of 31 March 2008, the amount invested in NS&I was £84.8bn. NS&I is 
one of the UK’s largest savings and investments providers, with 28 million 
customers and offers retail savings and investments that are 100% secure, 
backed by HM Treasury. Its total balance of funds represents about 16% of 
the national debt. 
 
Option 4: Mutual Banking and Trustee Savings Banks 
17. Post Bank offers the prospect of capitalising on a rich but neglected 
history within British banking, that of mutual banks and not for profit models 
such as the original Trustee Savings Bank (TSB). Historically it has not 
always been the case that to be an effective institution a bank has to be 
shareholder-owned and motivated by profit. Nor is total state control the only 
alternative to such a bank public sector. The retreat from these mutual and 
trustee models, accelerated by the Building Societies Act of 1986, culminated 



 4

in a much-reduced mutual sector. It is now evident that the price paid in terms 
of stability and equity for users of financial services has been too high.  

Other services that the Post Office could provide 

18. Alongside putting the Post Office at the heart of communities’ banking 
needs, we also urge the strengthening of other services:  

• The UK Government’s decision to remove most of its services from the 
Post Office has not been helpful. Given the critical state of under-
investment in the Post Office, Government must take a new look at the 
Post Office as a viable service provider with a 95% national reach. 
Public services such as tax, pensions, utility bill payments and TV 
License should all be redirected through the Post Office.  
 

• Extending services to small businesses would also work towards 
ensuring that the Post Office becomes a thriving business and 
community hub. Small businesses would like to see in each branch a 
dedicated business counter for business customers and a mobile 
Business Link service being available at larger branches on a regular 
basis to enable small businesses to book appointments to obtain the 
full range of business advice that Business Link provides. Small 
businesses also call for the use meeting room facilities in as many 
branches as possible, business-to-business advertising to be available 
in-branch and for wi-fi facilities to be installed where possible. 

 

CONCLUSION 

19. The Post Bank Coalition welcomes the opportunity to respond to the 
committee’s inquiry into the way forward for Scotland’s banking, building 
society and financial services sector. The Coalition believes that the model 
suggested would bring diversity and reliability to the current banking structure 
and urges the Scottish Parliament to consider the opportunities for a Post 
Bank ahead of the publication of the Department for Business, Innovation and 
Skills’ consultation into an expanded financial services role for the Post Office. 
 

 

The Post Bank Coalition 
October 2009 

 

 


