
SUBMISSION FROM THE ROYAL BANK OF SCOTLAND GROUP 
Introduction  
1. The financial crisis was a body blow to the financial services industry 
everywhere but it was felt very acutely in Scotland where the pre-eminence of 
the sector and the large banks have been the source of so much pride for so 
long. 
2. At RBS, responsibility for our mistakes and our part in the crisis has been 
allocated and accepted. Apologies have been given and the relevant leaders 
have left the business. The vast majority of our people should carry none of 
the blame for our problems. Our staff across Scotland have met the crisis, and 
all it has meant for their professional and personal lives, with a resolution to 
keep serving their customers to the best of their ability and to work to get RBS 
back to health. 
3. We have a new management team in place, overseen by a new Board. 
Everyone, from the Board to every branch and call centre is fully committed to 
getting the bank back on its own two feet. We are changing the business we 
do and the way we do it as we seek to return to strength so that the UK 
Government can sell their shares at a profit. Our ambition is to become a new 
and very different bank rather than returning to the bank we were before the 
crisis. 
4. We recognise we are in a privileged position to have the support of the 
taxpayer behind us and in time hope to justify that support. We realise that we 
only enjoy that support because of the central position we occupy in society 
and in the economy. With that support and position come responsibilities, 
large and small, that we must and will fulfil.  
5. It is our imperative to ensure that we are successful in our restructuring 
plans. They amount to what may be the most substantial turnaround of its 
kind ever undertaken. Our actions over this period will be guided by a 
Strategic Plan that we announced in February and provided greater detail of 
in August.  
6. The plan will remake RBS as one of the world’s most admired, valuable 
and stable universal banks powered by market-leading businesses in large 
customer-driven markets. We will target a sustainable 15% plus return on 
equity with an AA category risk profile and well capitalised balance sheet. The 
business mix should produce an attractive blend of profitability, stability and 
sustainable growth. Anchored in the UK and in retail and commercial banking, 
we will retain strong but more focused global capabilities in the areas required 
to serve our customers well. 
7. To deliver this goal, we have a clear strategy and performance targets 
based around three interlocking elements:  

• Financial restructuring, to radically restructure and reduce the size of 
our balance sheet. This will be principally managed through the 
creation of a Non-Core division which will manage the run down or sale 
of assets, now valued at over £200bn for a total reduction exceeding 
£500bn; 

 



• Core business restructuring, where our focus is on strengthening the 
businesses we will keep through major efficiency improvements and 
renewed investment;  

• Cross-cutting management and cultural change, placing an 
emphasis on long term strategic thinking, empowerment and 
accountability of our people and a fundamental change to how we view 
risk, based on a realisation that our customers financial health and our 
own are interdependent.  

8. We will pursue this plan with a new found (but enduring) humility and 
openness. We will report on our progress quarterly and intend to continue to 
do so to the highest standards of transparency.   
9. We owe it to everyone: customers; shareholders; staff; and the wider public, 
to repay the support we have been privileged to receive. We believe the 
foundations are already there in some very strong businesses staffed by 
talented and committed people with deep customer relationships. 
10. Our Headquarters have been in Edinburgh for over 280 years and we are 
firmly rooted here. We have an extensive footprint in Scotland with c1.6 
million retail customers in over 300 branches, more than 600 free-to-use 
ATMs, 14 mobile banks and 1 flying bank serving 300 remote and rural 
Scottish communities. RBS is the number one small business bank in 
Scotland and is also banker to many larger Scottish companies.  
11. We actively support the local community in Scotland. In 2009, 302 schools 
have so far actively participated in our financial education programmes, 
MoneySense for schools, and over 39,000 pupils have received a 
MoneySense lesson from one of our staff. There are 170 MoneySense 
advisers in branches in Scotland who are trained by the Consumer Credit 
Counselling Service to provide impartial guidance and money management 
tips.  
Q1. What is your view on the cause, nature and impact of the recent 
difficulties in the financial sector in Scotland? 
12. The banking crisis has many roots but its economic foundations are in a 
long era of easy money. Following the dramatic reduction in interest rates in 
the US and other economies post 2000, credit for people, companies, 
governments and banks was easy to come by and became too cheap relative 
to the risks and so human behaviour erred, at all levels. Economics tell us that 
in the US, UK and parts of Europe we need to save more and consume less, 
while in Asia the rebalancing needed is to consume a bit more and save a bit 
less.  
13. In addition, innovations in the financial services industry were believed to 
disperse and reduce risk but their complexity was not well understood and in 
fact served only to increase the risk across the system.  
14. Banks across the world incurred very large losses which, along with the 
market fear about future potential losses, led to a contraction in credit and 
liquidity and consequently a very severe global recession. The organisations 
affected most severely vary considerably in size and complexity with all 
different types of banks and building societies impacted.   

 



15. Financial services companies in Scotland, including RBS, have been 
affected by these developments. However, there is nothing inherently Scottish 
in the difficulties that each company has faced. The financial sector in 
Scotland has been affected by the recent difficulties in ways similar to other 
countries. 
16. As to the longer-term impacts of the crisis, it remains too early to tell, both 
with respect to the financial sector and the wider economy. The full extent, 
shape and duration of the recession remains uncertain and therefore so are 
the impacts. It is, however, clear that both RBS and many other banks have 
sustained very significant damage to both our businesses and our reputations.  
17. We recognise our part in the crisis and those responsible have left the 
business. We are now focused on the job in hand to return the bank to 
standalone strength which will enable the UK Government to sell its shares, 
we hope at a profit. The lessons of the crisis have been learned and both the 
business we do and the way we do it are being changed, fundamentally.   
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? 
18. As part of the recapitalisation by the UK Government, RBS committed to 
make an additional £25bn of lending available to meet creditworthy demand 
from households and businesses in the UK. This funding was split between 
£9bn on mortgages, and £16bn on lending to small, medium and large 
businesses. 
19. We are very much open for business and ready, willing and able to meet 
these commitments for both mortgages and business lending. While we are 
fulfilling our commitment to make these sums available, we are facing an 
economy-wide fall in demand. This is both natural and welcome as the 
country moves to address its over-indebtedness and plots a sustainable path 
back to economic growth.  
20. We are working actively with both the Scottish and UK Governments to 
support and promote their initiatives and have undertaken a series of our own, 
designed to support small business owners and home owners through the 
recession. 
Mortgage lending 
21. At a UK level we have lent over £7bn in new mortgages and have had 
£3bn repaid in the first half of 2009. This is a net increase in lending of £4bn.  
22. In March we announced that £1.7bn worth of new mortgage lending will 
be made available in Scotland alone during 2009. To the end of July, we had 
lent £855m and are on track to achieve the £1.7bn by the year-end. We 
anticipate a similar sum will be pledged to the Scottish market in 2010 and will 
meet further demand if it proves higher than our commitment. 
23. We recognise the importance of first time buyers to the housing market 
and are actively lending to them. We have committed to maintaining a 
competitive range of mortgage products which offer loans of up to 90% of the 
property value. Furthermore we have supported the UK and Scottish 

 



Governments’ shared equity schemes which help buyers who would not 
otherwise be able to purchase a property on the open market. 
24. We want to do all we can to support our customers who may be struggling 
to keep up their mortgage repayments through the recession. As a result, last 
December we pledged not to initiate repossession proceedings for a full six 
months after a customer first falls into arrears. This is double the amount of 
time recommended by the Government but we felt it was important to give our 
customers some breathing space should they encounter financial hardship. 
No other high street lender has pledged to do the same, so far.  
25. As a longstanding supporter of the free money advice sector we know that 
it is important that customers in financial hardship are given the opportunity to 
seek advice from independent money advice organisations before any steps 
are taken. That’s why we’ve given customers who are struggling with 
unsecured personal loans and overdrafts a 30 day breathing space to seek 
help and establish a debt repayment plan, if that’s appropriate for them. 
Business lending 
26. We have made an extra £3bn of funds available to SMEs through our 
Regional SME Funds initiative, including a £250m fund for Scotland. Our new 
lending to SMEs in Scotland has surpassed £1bn since the beginning of the 
year and our total outstanding lending is currently up 3.6% over this period. 
27. We are approving 85% of all applications for SME lending we receive 
which is the same as it was before the financial crisis. Obviously the 15% is 
still a very large number given the scale of RBS and these people are 
naturally disappointed, however, we are not seeing any rise in the number of 
applications for credit we are declining.  
28. While we are not approving less, people are asking for less. In the first 
half of 2009, borrowing requests by SME customers had declined by 37%. In 
the first half 2009, we provided £28.6bn in new loans to UK businesses. Our 
business customers also repaid over £35bn. 
29. In addition to falling demand for credit we have also seen a marked shift in 
larger companies actively reducing their debt through capital restructuring 
exercises. We have played a leading role in facilitating capital market 
issuance for larger companies, helping them raise a total of £65bn in the first 
half of 2009, more than double the sum raised in the same period in 2007. 
30. In November 2008, we gave a promise not to increase small business 
customers’ overdraft pricing until the end of 2009 unless the risks associated 
with lending to them have increased. As a result in the last quarter, Q2 2009, 
94% of SME customers had overdrafts renewed at the same margin or lower. 
The following month we launched a dedicated helpline for small businesses 
struggling with the recession. We continue to support the national Business 
Debtline, operated by the Money Advice Trust. 
31. Since the launch of the Enterprise Finance Guarantee (EFG) by the   
Government in January 2009, we have also been able to lend to small 
businesses which may not have been able to access funding before.  
32. We currently have £228m of EFG loans already agreed or in the pipeline 
and are committed to ensuring that, like its predecessor the Small Firms Loan 

 



Guarantee Scheme, the EFG is widely accessible to our small and medium 
sized business customers. We make sure that our Relationship Managers are 
able to identify opportunities where EFG can improve the availability of 
working capital or support lending for business growth. RBS Group is the 
largest supporter of the EFG Scheme and now accounts for 43% of all EFG 
funds drawn down, worth £165m. In Scotland, RBS accounts for £24.5m of 
£35.8m drawn under the scheme.  
33. We have offered loans totalling £192m to over 1600 businesses under the 
Enterprise Finance Guarantee Scheme. This represents 37% of the total 
loans offered by all banks under the scheme.  
The cost of credit  
34. One of the fundamental changes in the wider economic environment is a 
shift in power from borrowers to savers following the end of the credit boom. 
This means banks’ borrowing costs are often much higher than reference 
rates like the Bank of England Base Rate. To illustrate this, while the base 
rate is 0.5% we recently borrowed, £1.2bn over 5 years on commercial terms 
at a rate of 4.9%.  We need to recoup our own cost of borrowing from our 
lending.   
35. Borrowers have naturally found this a difficult transition and it is 
understandably a subject of much discussion and concern. But as our first half 
results make clear, we are making less profit from our core banking business 
than before, not more, and currently not enough to return to stable and 
sustainable banking.  
Q3. What changes can be expected as part of the ongoing and future 
restructuring plans in the financial services sector within Scotland?  
36. As we detail above, we have a clear goal, strategy and performance 
targets  set out which are designed to ensure that all of our businesses will be 
safer, better run, more competitive and better able to serve their customers’ 
needs on a sustainable basis. This restructuring will bring both a need for 
greater efficiency (including a significant reduction in our operating costs) and 
renewed investment 
37. Firstly, we have identified a cost saving programme to reduce our 
operating costs by £2.5bn. To achieve this, each area of the business is 
reviewing its operations to demonstrate its long-term sustainability. People 
represent half of our operating costs so it is deeply regrettable but inevitable 
that job losses have and will continue to be announced. Full details of the 
specific impact of this and the means by which we are trying to manage the 
process, to minimise the impact on those affected, are provided below. 
38. Secondly, a significant element of the plan includes investment totalling 
almost £7.5bn. The majority of this will be focused on improving our 
operational efficiency with the objective to improve the service we can offer 
our customers, particularly retail banking customers.  
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? 
39. The structural changes that RBS has underway are critical if we are to 
play our part in ensuring that Scotland has a sustainable, competitive and 
sustainable banking market. By investing in our business, to improve our 
capabilities at the same time as focusing on keeping our costs competitive we 
will be able to serve our customers in Scotland, and from Scotland, on an 
ongoing basis.  
40. RBS has an extensive footprint in Scotland and is committed to keeping 
the Group's headquarters in Scotland. At a recent Scottish Financial 
Enterprise (SFE) event, RBS Chief Executive, Stephen Hester, said “Our 
roots will remain anchored where they have always been, here in Scotland. 
This is an outstanding location in which to do business”.  
41. We support the comments of SFE that banking in Scotland is a 
competitive business. All of the UK banks have a significant presence and 
competition for business and retail customers is fierce. That is why we focus 
on serving all our customers well.  
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? 
42. At RBS our restructuring plan affects every business we have in every 
location, including Scotland. Our Global Markets business was most affected 
by the credit markets crisis and therefore bore the brunt of early job cuts as 
segments of our business closed. Very few staff from GBM are or were 
located in Scotland meaning that these initial job impacts were not felt in 
Scotland. The rest of the cost reduction programme is, inevitably, affecting 
Scotland given the concentration of businesses we have here. However, so 
far Scotland has been relatively less affected by job losses than other areas 
and we expect this to continue to be the case. That said, we fully understand 
that this will offer little comfort to those who have been affected. 
43. While we can do nothing about the need to reduce the number of 
employees as we reduce our operating costs, we have sought to manage the 
process of this to the highest standards of transparency and sensitivity. As 
soon as we have clarity on the likelihood of any job losses we begin the 
process of consulting with our staff’s representative bodies, principally Unite, 
and then tell our staff. This is why we have adopted a strategy of making 
business specific announcements on job losses rather than making public an 
overall figure of intended job losses for the Group. 
44. Since October 2008, RBS has identified around 800 roles in Scotland 
which are no longer required, out of the 16,500 jobs that currently exist. These 
job reductions have not all been progressed yet, and it is impossible to say 
how many staff may be redeployed into alternative roles, thus reducing 
numbers of redundancies. So far, only one in four of those who have left the 
business have lost their jobs through compulsory redundancy and we are 
committed to doing all we can to mitigate job losses wherever possible.  

 



45. We are working closely with the Scottish Government to keep them 
briefed on developments and are working particularly closely with the Finance 
Sector Jobs Taskforce to place as many as possible of the affected staff, who 
cannot find appropriate roles at RBS, with other employers.  
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? 
46. We support the SFE comments on this topic and welcome the 
Committee’s focus on this issue.  
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? 
47. We are fully engaged in a range of public sector led initiatives designed to 
respond to both the difficulties in the financial sector and the wider economic 
difficulties. We regularly engage with Scottish Government Ministers and 
Officials to discuss this and provide updates on our progress. This includes 
initiatives related to our staff such as the Finance Sector Jobs Taskforce and 
customers such as the Debt Action Forum and Repossessions Group. We 
also work closely with a range of consumer organisations at both a Scottish 
and UK level and we continue to be a leading supporter of both free 
independent debt advice for adults and financial education for children, across 
Scotland. 
48. We engage actively with a number of financial sector industry-wide    
initiatives through organisations such as Scottish Financial Enterprise and the 
Chartered Institute of Bankers Scotland. 
49. We are closely engaged with the leadership of the Cities of both Glasgow 
and Edinburgh where the vast majority of our staff are based. We have 
continuous dialogue with all relevant parts of the public sector to assist in the 
policy response to the economic impact of the crisis. 
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? 
50. We do not believe that there is anything uniquely Scottish about the crisis 
although financial services companies in Scotland have been affected by 
these developments. The financial sector in Scotland has been affected by 
the recent difficulties in ways similar to other countries.  
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? 
51. We support the comments of both the SFE and BBA. There are significant 
regulatory changes at EU and national level and consideration should be 
given to how Scotland’s strengths can be promoted in the new framework.  

 



52. Scotland has significant comparative advantages, identified in the recent 
Bischoff Report, which are very firm foundations on which to build future and 
continued success.  
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? 
53. Our aspiration is that RBS should again become one of the world's 
premier financial institutions, headquartered in Scotland, anchored in the UK 
and serving individual and institutional customers here and globally. Public 
policy that creates a climate that is attractive to business and skilled labour 
will assist in allowing the comparative advantages that Scotland has to allow it 
to be a competitive and positive part of the global financial services market. 
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? 
54. Scotland is an outstanding location in which to do business. The quality of 
life in Scotland is very attractive and the climate for business is and must 
remain supportive.  
55. Scotland has developed a concentration of financial services, especially 
around Edinburgh and Glasgow where the workforce has developed the 
appropriate skills base to work in the industry making it attractive to potential 
employers.  
56. Scotland has an advantageous balance of both the quality and price of 
labour that remains a competitive advantage as a location. It allows Scotland 
to compete effectively for jobs where discretion on location applies and there 
is strong evidence of the success of this in a number of decisions from major 
institutions in recent years, including RBS, to locate jobs in Scotland. We, and 
all companies, must ensure that we remain competitive and provide the best 
quality service for our customers in the most competitive way.  However, to be 
successful global companies will always be just that – global, with jobs and 
influence properly spread where customer location and demand dictates. 
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