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Commenting on the Government’s response to the Competition Commission’s inquiry into the supply of banking services to small and medium-sized enterprises, the Institute of Directors supported the measures that were announced to promote greater competition in the market. The IoD additionally welcomed the Government’s decision to refrain from adopting some of the Competition Commission’s more drastic proposals concerning the banks, such as imposing a windfall tax on their profits. This would have been disproportionate and unwarranted, not least in view of the fact that the vast majority of IoD members have a good relationship with their banks. 

The IoD particularly welcomed the news that the banks will be required to: 

· complete a significant proportion of all account switching within five working days, or ten working days if borrowing is involved. 

· refrain from imposing charges on customers who close or switch accounts (with the exception of cost related charges related to early termination of loan arrangements or transfer of security).

· provide a portable credit history for those SME customers that request them. 

Richard Wilson, Business Policy Executive at the IoD, said: 

“Most IoD members have a positive outlook with regards to the banks. Our most recent survey on this subject revealed that 73% of directors had a good relationship with their bank and 65% thought that there was a good choice of bank finance.
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“Accordingly, we welcome the fact that some of the more draconian proposals suggested by the Competition Commission, for example, the imposition of a windfall tax on the banks’ profits, have been dismissed by the Government. This is a victory for common sense.

“However, we support the measures announced today to promote greater competition in the supply of banking services to SMEs. In particular, requiring account switching to be completed within strict time limits, the prohibition of charges on customers who close or switch accounts in most circumstances and the provision of a portable credit history for those SME customers who want them are positive developments. 

“We are not convinced by the Government’s proposals for price-fixing in the form of a minimum interest rate on deposits. It would be preferable to encourage more banks to compete in the SME market. The competitive process should lead more banks to pay better rates of interest in order for them to attract more customers. Consequently, this should only be a temporary measure.” 

Ends 
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Contact points:

Richard Wilson, Business Policy Executive, tel: 0207 451 3284 

   e-mail: richard.wilson@iod.com

Ruth Lea, Head of the Policy Unit, office tel: 020 7451 3291; 

Steve Reardon, Director of Communications, tel: 020 7451 3263

mobile and out of hours: 07881 626330

Richard Taylor, Press Officer, tel: 020 7451 3264

 mobile and out of hours: 07721 734886
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Notes to Editors:

The Institute of Directors is a non-political organisation with 55,000 in the UK whose aims is to help directors fulfil their leadership responsibilities in creating wealth for the benefit of business and society as a whole. To this end the IoD provides an effective voice to represent the interests of its members to government and opinion-formers, and to bring the experience of business leaders to bear on the conduct of public affairs.

� Richard Wilson, Business Finance 2002 (Institute of Directors, February 2002).





