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Retail Banking Review 

Submission by the Social Democrats – July 2022 

 

Introduction 

The Social Democrats welcome the opportunity to contribute to the work of the Retail 
Banking Review. 
 
As noted in the foreword of the Consultation document, we need a functioning banking 
system that helps households and businesses achieve their financial, economic and social 
needs. The provision of, and access to, banking and financial services is core to the future 
prosperity and well-being of people across Ireland. Providing these services well is crucial. 
Getting them wrong, as we know from experience, can be disastrous. 
 
The Government must do what it can to ensure that the banking and financial system is one 
which will effectively contribute and support economic growth and employment, as well as 
social inclusion. Competition in the sector is vital to ensure that businesses and consumers 
have a range of options available when using financial services and accessing credit.  
 
We believe there should be further examination of the concept of community banking, both 
in terms of increasing the capacity of Credit Unions and whether we need to establish at 
regional or provincial level larger Community Public Banks to fill the gaps in financial 
services that will only further widen in the years when the three remaining banks return to 
private ownership and withdraw services from communities.  
 
Below we have a responded to some of the questions contained in the Consultation 
document where we feel it is most important to make a contribution. We would be happy 
to engage in further discussion on the details of this submission with representatives of the 
Department at any point. 
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Retail Banking Services Sector 

Question 1:   
Banks and other stakeholders are expecting the retail banking sector to go through a 
period of significant and rapid change, including greater use of fintech, over the next 10 
years.  
 

a) Is the retail banking sector currently meeting the needs of consumers and SMEs?   
b) What changes do you expect to see in the retail banking sector in the coming 10 

years?  
c) Please compare the type of sector resulting from the changes you foresee in 

Question 1(b) to the type of sector you believe needs to exist so that it is fit-for-
purpose, treats consumers and SMEs fairly, and that it serves the needs of society 
and the economy. 

 
Question 2:  
Given the extent to which banks are implementing material changes to their business 
models and service delivery, in your opinion, have these changes been implemented with a 
satisfactory customer-focus? Please explain the reasons for your answer.  
If you have answered “no”, please outline the measures that could be taken by the firms in 
the retail banking sector, Government, regulators or other relevant stakeholders to 
address the issues you identified.  
 
 
Significant reductions in the branch network around the country, most notably in rural 
Ireland, makes it increasingly difficult to say that the retail banking sector is meeting the 
needs of either consumers or SMEs. 
 
It has created a dearth of personal services in-branch with particular problem for SMEs. The 
retail banking sector is now more online-oriented, with increasingly less opportunity to 
interact in-person.  
 
A retail banking sector that is purely shareholder driven, constantly seeking to cut costs and 
improve the bottom line, cannot deliver to the greatest extent possible a customer-oriented 
sector that serves the needs of society and the economy. The needs of small businesses are 
also likely going unmet. Findings from the CSO indicate that  

• 31% of enterprises value the local connection when choosing where to bank.  

• While some loan applications may be rightly rejected, there may also be a loss of 

new investment in regional economies because many SMEs will forego funds rather 

than seek alternative banking. 

• 22% of enterprises choose a particular bank because it has a local branch, and an 
additional 10% chose a bank because the bank branch was known for good client 
relationships. When refused a loan, 42% of SMEs will forego the funds rather than 
apply to another bank. 
 

There is international evidence (including from Sweden) to suggest that local bank branch 
closures have a negative effect on new firm formation. The further a firm is located away 
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from the bank, the higher the monitoring costs will be for the banks and other problems like 
this, including high risks associated with the lack of information and uncertainty, make 
banks often less willing to extend credit. 
 
With so many SMEs relying on a single local lender to meet their needs, there will inevitably 
be unmet demand for loans that in turn is inhibiting regional economic development. Given 
this, the establishment of a model of Local Public Banking in Ireland, something that is the 
norm in many European countries, could have a role to play in filling gaps. 
 
 
Competition  
   
Question 3:  
Since the GFC the retail banking sector has become more concentrated, however new 
competitors have entered the market providing various products and services including 
mortgages, SME credit and payments.  
Following the departure of Ulster Bank and KBC, do you consider that the level of 
competition in the retail banking sector will be appropriate and sustainable, bearing in 
mind population and market size in Ireland? Please provide reasons for your answer.  
In your opinion, are there actual or potential barriers to entry that are resulting in less 
competition both in terms of product availability and product price? Please provide 
reasons for your answer. 
In answering both these questions, you should consider the growth in the provision of 
retail banking services by digital and non-banks in relation to (a) mortgages (b) SME 
lending and (c) current and payment accounts.  
 
The cause for concern regarding reduced competition in the market as a result of the exit of 
KBC and Ulster Bank has already been well flagged by the Competition and Consumer 
Protection Committee and their concerns should be taken note of. 
 
For example, consumers in Ireland already pay the highest mortgage interest rates in the 
Eurozone. With even less competition in that market, there is scarcely any potential for 
matters to improve, and plenty of scope for things to get worse. 

   
There is a strong possibility that increased market concentration, and the dominance by two 
or three remaining retail banks, will create a real barrier to any similar bank from entering 
the market. Competition may be provided by niche non-bank players serving specific 
segments. However, an environment where rising interest rates are prevalent will favour 
the incumbent retail banks due to the differing capital sources for banks and non-banks. 
 
 
Branch services  
Question 4:   
The significant shift from physical banking to the use of technology has seen the closure of 
a material number of bank branches. In your opinion, have the actions taken by the banks 
to mitigate the impact of branch closures on delivery of services to consumers and SMEs 
been satisfactory? 
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If your answer is “No”, please outline the measures that could be taken by the firms in the 
retail banking sector, Government, regulators or other relevant stakeholders to address 
the issues you identified. Where appropriate, please distinguish between consumers and 
SMEs in your response.  
 
Since the beginning of 2015, about 340 bank branches around Ireland have either closed, or 
their impending closure has been announced. This is exactly a third of all bank branches in 
Ireland at the beginning of that period, and is a startling statistic. 
 
The CSO has found that the average distance to a bank – and this is prior even to the 
departure of Ulster Bank – is now 11km in rural areas and 2km in urban areas, with over 
900,000 people living more than 10km away from a bank. 
 
Even when bank branches remain open, the range of services they provide is diminishing. 
Many bank branches are now cashless and do not provide over-the-counter services. 
Instead, they provide advice and self-service through ATMs. This has implications of 
financial inclusion, and for local businesses. It also has implications for social and financial 
inclusion. 
 
The National Adult Literacy Agency reports that about 1 in 6 Irish adults are at a literacy 
level where they are unable to understand basic written information. They are not in a 
position to have financial dealings online or through machines. 
 
Generally the onus is on the customer to change how they interact with the bank with fewer 
options for personal interaction. The largely automated format of interaction now favoured 
by banks can be particularly detrimental for SMEs who value relationships in banking. The 
impact of branch closures also has a wider impact on the community formerly served by 
that branch which banks have not mitigated in any meaningful way.  
 

 
Question 5:   
One of the principal factors impacting the level of interest rate that a bank charges on its 
loans, including mortgages, is the level of operational costs that a bank incurs to run its 
business. Two of the more significant operational costs that a bank has are costs relating 
to staffing and premises.   
Do you consider that it would be an acceptable trade-off to see more cost reductions at 
banks if these cost reductions increased the capacity of banks to lower the interest rate 
they currently charge to consumers and SMEs? Please explain the reasons for your 
answer.  
 
We feel it is generally fanciful to assume that existing retail banks will use cost reductions to 
do anything other than primarily to pay dividends to their shareholders and/or buy back 
shares. 
 
We also do not see this as necessarily a binary decision, where interest rate reductions 
hinge on a reduction in, or contraction of, services. 
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Cash services  
 
Question 6:   
Noting the concerns being raised that access to cash and cash services are generally 
reducing, should Government or other relevant stakeholders introduce policy or other 
measures to protect access to cash? Please explain the reasons for your answer.  
If you have answered “yes”, please outline the measures that could be taken by the firms 
in the retail banking sector, Government, regulators or other relevant stakeholders to 
address the issues you identified.  
 
Yes. See answers above re social inclusion. 

 
  
Mortgages  
Question 8:  
In your opinion, is there an acceptable level of consumer choice in the Irish market in 
relation to:  
Number and type of mortgage provider?  
The mortgage product range? 
Please explain the reasons for your answer.   
If you have answered “no”, please outline the measures that could be taken by the firms in 
the retail banking sector, Government, regulators or other relevant stakeholders to 
address the issues you identified.  
 
The level of consumer choice is currently bolstered somewhat thanks to the existence of 
non-bank entities offering mortgages. However, long-term reliance on these entities to 
provide an adequate level of consumer choice could be prove a poor strategy. A 
publicly/community owned bank to provide the mortgage products its community needs 
would perhaps be a more sustainable long-termoption. There is also an option for credit 
unions to provide mortgage lending, with expertise and financial aggregation of risk 
provided at a county and/or regional basis. 
 
 
SME credit  
Question 10:  
In your opinion, is there adequate access to and availability of credit from the retail 
banking sector (including appropriate product choice) to meet the funding needs of the 
SME sector? Please explain the reasons for your answer  
If you have answered “No”, please outline whether this relates to particular types of 
products or services that SMEs need e.g. working capital; investment in fixed 
assets/expansion; investment in R&D and innovation.  
 
The existing retail banks find SMEs difficult and expensive to serve and therefore the 
relationship banking they offer is not adequate for most SMEs’ needs. The closure of 
branches has exacerbated this. Across the board SMEs can find it difficult and time 
consuming to access the right credit at an acceptable cost. A publicly/community owned 
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bank would be more likely to be in tune with the individual SMEs requirements as they 
invest in relationships with their SMEs. 
 
Regarding cash services, ISME, the representative body for Small and Medium Enterprises in 

Ireland, say there is a real challenge for SMEs handling cash locally - no branch networks to 

speak of, and the typical charge for cash now is €8 per €1,000 lodged. That 0.8% is a serious 

loss of margin in an SME making a single-digit profit. The pandemic and tap-and-go will have 

reduced that, but a lot of areas of SME activity remain heavily cash dependent. 

 
Question 11:  
The Central Bank is not currently required to license or regulate certain non-bank 
providers of credit to the SME sector.   
Would it be advantageous if all providers of credit to the SME sector were regulated by 
the Central Bank? Please explain the reasons for your answer.  
 
Yes. SMEs can be at a disadvantage dealing with various credit providers, often lacking the 
skills or the time to adequately assess the various offering. As noted already, a 
publicly/community owned bank would be more likely to be in tune with the individual 
SMEs requirements as they invest in relationships with their SMEs. 
 
 
Consumer credit  
Question 12:  
Credit can play a pivotal role in the lives of consumers. It is therefore important that 
consumers have good access to credit, appropriate levels of consumer choice, whilst also 
being protected from over-indebtedness.  In your opinion:  

a) Is there adequate access to and availability of credit from the retail banking sector 
(including appropriate product choice) to meet the needs of consumers? 

b) What are the main risks to consumers in the area of consumer credit?   
For both (a) and (b) above, please explain the reasons for your answer.  Where you have 
identified issues, please outline the measures that could be taken by the firms in the retail 
banking sector, Government, regulators or other relevant stakeholders to address the 
issues you identified. 
 
Not all sectors of society are served. The main risk is that consumers are “sold” credit in a 
non-bank setting often at point of purchase. A publicly/community owned retail bank could 
have a mandate to serve all of society and also to educate their customers on the use of 
credit. 
 
See also previous responses re issue. 
 
 
Staffing and remuneration  
 
Question 18:  
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Restrictions on pay were introduced as a condition of the State’s recapitalisation of the 
Irish banks. In 2014, European legislation also introduced remuneration requirements on 
all European banks, including the domestic Irish banks. It is contended that continuation of 
the Irish restrictions inhibits recruitment and retention of staff in the recapitalised banks, 
with adverse consequences for their ability to compete. This may negatively impact the 
products and services provided by these banks to consumers and SMEs.   
In your opinion, should the Government retain, amend or remove the Irish restrictions that 
currently only apply to the three banks that were recapitalised by the State following the 
GFC?   
 
No reform necessary.  
 
 
Conclusion 

Again, we welcome the opportunity to contribute to this consultation process and would be 
happy to discuss details with representatives of the Commission at any point. 
 
In summary, we believe real and open debate on solutions to the crisis confronting Irish 
banking has been closed down, with the repercussions of that, as the sector continues to 
consolidate around two pillar institutions which are shrinking their presence in the 
community, becoming ever clearer. 
 
There seems to be an institutional commitment to restoring AIB and BOI to the role as 
dominant privately owned shareholder banks with a stranglehold over the Irish economy. If 
only the same commitment was shown towards rejuvenation of the credit union movement, 
expanding SME lending outside the BOI/AIB/PTSB monopoly or restoring the diversity of 
financial service provision in Ireland. The departure of Ulster Bank from the market will have 
further knock-on effects for all aspects of banking, including SME lending, and surely gives 
this situation an added urgency. 
 
The gap in the market that Public Banking could fill is one that was historically addressed by 
institutions set up by the state, the ACC and ICC.  
 
Recent economic history in Ireland has shown that the target clients of these institutions, 
agricultural based and industrial SMEs, appeared to be served by banks during the boom 
years (which led to ACC and ICC being sold off to commercial banks), but when the bust 
came these SMEs found their financial support was withdrawn. Clearly it adds stability to 
the Irish economy if these clients are served on a more consistent basis. 
 
We must revisit the investigation of Community Public Banking in Ireland with proper terms-
of-reference for the examination and a real, honest and open engagement with 
stakeholders. The conclusions of the Indecon report and the paper published by the 
Department of Finance in 2018 on Local Public Banking are surely void in light of the 
announcement by Ulster Bank and KBC to withdraw banking services in the state last year. 
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We believe a publicly/community owned model of bank is required in the retail banking 
sector, with a mandate to prioritise its customers’ needs will better serve society and the 
real economy. To achieve a proper customer focus there must be a different model of 
banking where the community being served are the stakeholders of the bank.  
 
Events in banking in 2021 have once again exposed the shortcomings of the strategy of 
shoring up the pillar banks while hoping the Credit Unions and Post Offices will fill in the 
gaps. A second tier of banking with local knowledge, between the level of the Credit Unions 
and the three big banks, would make a significant positive difference to the Irish economy.  
 

 
Submitted on behalf of the Social Democrats by Eamon Murphy, Policy Director. 
 
Address for Correspondence: 
 
Social Democrats Head Office 
28 Frederick Street South 
Dublin 2 
 
Telephone: 01 - 551 0926 
 
 
 


