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After the worst financial crisis in living memory we need real change in financial services.

The Conservative Party believes that Britain should be a global centre for finance. But to be truly 
successful the financial services industry must serve the needs of the whole economy – not just its 
own short-term interests.

This document sets out our plans to make the banking system more sustainable and more 
responsible so that the banks work for the people instead of the people bailing out the banks.  

Within weeks of the election a Conservative Government will launch the most radical overhaul 
for a generation in the way that banks are regulated and policed, in order to support the economy 
and protect consumers. 

We will take action in our first Budget  which will be held within 50 days of the election to get • 
credit flowing to businesses with government guarantees, building on our proposals for a National 
Loan Guarantee Scheme.

Within months we will take the first steps towards sweeping away Gordon Brown’s failed system • 
of regulation and putting the Bank of England back in charge by creating a new body – the 
Financial Policy Committee – to monitor credit conditions and the growth of debt in the economy.

We will start immediately on the design of a new bank levy, with the aim of introducing it within • 
a year of the election.

The bank levy will help to bring down remuneration across the banking sector. We will also • 
empower the Bank of England to crack down on risky bonus structures.

Unlike Labour we will push for international agreement at the G20 and other forums to separate • 
the riskiest investment banking activities like large scale proprietary trading from retail banking.

We will start work on the creation of a tough new Economic Crime Agency to crack down on • 
white collar crime and sweep away the confused alphabet soup of agencies that are currently 
responsible for tackling serious economic crime.

We will start work on the creation of a new Consumer Protection Agency to take over the roles • 
of the Financial Services Authority and the Office of Fair Trading when it comes to protecting 
consumers of financial products.

Within a year we will set up a free financial advice service and a free annual financial health • 
check, to help families get their finances on track.
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Executive summary
We will take action on four fronts: new guarantees to get credit going; a new regulatory 
architecture; reforming the banking system; and reforming consumer regulation.

1.     New guarantees to get credit going
With growth of only 0.2 per cent in the first quarter this year, it is clear that the recovery is 
weak. The biggest threats to the recovery are Labour’s lack of a credible plan to tackle the 
deficit, a jobs tax that threatens to kill job creation, and the lack of available credit for business.

We have already laid out detailed plans to tackle the first two of these risks. We will provide an 
emergency Budget within 50 days of taking office to set out a credible plan for eliminating the 
bulk of the structural current budget deficit over a Parliament. This will help interest rates stay 
lower for longer and restore confidence to the British economy. And we have already set out 
plans to cut government waste to stop Labour’s jobs tax that threatens to kill the recovery.

But we also need to ensure that there is sufficient credit at appropriate prices which can flow 
to business and finance the recovery. Private sector investment will be critical to driving our 
economy out of recession. Credit conditions remain tight, particularly for Small and Medium-
sized Enterprises (SMEs), even at relatively low levels of demand for credit. The evidence from 
previous recessions suggests that when demand recovers, credit demand will likely rise very 
quickly.

There is therefore a real risk that there will not be enough credit to finance the recovery 
when firms seek to fund their investment plans. This is a major threat to the recovery and job 
creation.

Labour announced a whole host of schemes to help firms, which have almost all been complete 
failures. But just as the Government was slow to respond to the credit crisis and failed to 
implement its schemes successfully, it has also left the economy vulnerable by failing to 
plan for problems before they occur. The Government was far too slow in implementing its 
Enterprise Finance Guarantee (EFG) Scheme, meaning that the scheme was not even in place 
for the worst of the recession. The EFG is also too small to cope with a substantial increase 
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in credit demand, leaving the economy at risk of a second credit crunch. And because the 
Government has only committed to retaining the scheme until March 2011, business lacks the 
certainty needed about the nature of government support over the coming years, undermining 
the confidence needed to form investment plans.

The Conservatives were the first to call for a National Loan Guarantee Scheme at the start 
of the recession. In November 2008, George Osborne said that the Government “should 
establish a new state institution that will directly underwrite lending from the banks to British 
businesses. It should do so for a commercial insurance fee, passed on by the banks, that would 
fully protect the taxpayer”1. David Cameron also called for a National Loan Guarantee scheme, 
saying in December 2008 that “the Conservatives are proposing radical concrete action 
that would tackle the root cause of the credit crunch and make an immediate difference to 
thousands of businesses and the families who depend on them”2.

We will take decisive action to improve the flow of credit to small businesses, building on our 
proposals for a National Loan Guarantee Scheme:

We will provide immediate support and certainty for business by overhauling the EFG in our • 
first Budget to make it larger, simpler and less bureaucratic; and,

We need to be prepared to go further if credit conditions tighten during the recovery. We • 
will closely monitor credit conditions and protect the economy from the risk of a second 
credit crunch by immediately beginning work on a much larger scheme that will be deployed 
if  needed. Building on our proposals for a National Loan Guarantee Scheme this will use 
government guarantees provided for a fee to increase the lending capacity of the banks.

2.     A new regulatory architecture
In the aftermath of the financial crisis most major financial centres are, rightly, reviewing 
their financial regulators. In the United States President Obama has proposed giving the 
Federal Reserve greater control over banking regulation. In France insurance regulation is, 
like banking regulation, being brought under the auspices of the Banque de France. And in 
Germany the Bundesbank is being given responsibility for prudential banking regulation.

However despite the abject failure of our regulatory system, neither Labour nor the Liberal 
Democrats are proposing real reform of our regulators. By contrast, a Conservative 
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Government would abolish the failed tripartite system designed by Gordon Brown and 
create a new system of financial regulation to ensure our economy is better protected and our 
institutions are better policed:

a Financial Policy Committee, similar in structure to the Monetary Policy Committee, to • 
monitor the levels of debt and credit in our economy and prevent the build-up of excessive 
risk or leverage in the system;

a new Financial Regulation Division in the Bank of England, in charge of regulating all • 
significant financial institutions and focused on prudential risk, challenging bank business 
models and reducing the risk of renewed financial instability;

a Consumer Protection Agency that is a dedicated financial services watchdog, to protect • 
consumers from poor practices and give them the information they need to make better 
financial decisions; and,

a tough new Economic Crime Agency to sweep away the existing confused multi-agency • 
approach to tackling serious economic crime and crackdown on white collar crime.

3.      Reforming the banking system
In addition to reforming the structure of regulation, we also need to reform the substance of 
regulation. A Conservative Government would work with the international authorities to agree 
and implement tough, but proportionate new regulations across financial services to protect our 
financial services firms and our economy. These will include a requirement for banks to hold 
higher levels of capital so that they can absorb losses without being bailed out by taxpayers.  
We have also set out a number of specific financial reform priorities:

a levy on bank balance sheets; we will work with the international authorities on this, but are • 
prepared to take unilateral action if necessary;

an international ban on retail banks undertaking some of the riskiest investment banking • 
activity – we will work with the US and European authorities to look at how the “Volcker 
rules” could be implemented on an industry-wide basis;

sensible remuneration policies to tackle excessive pay and risky bonuses in the banking • 
sector;
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a more competitive and diverse banking system with greater choice for businesses and • 
consumers; and,

a ‘people’s bank bonus’ giving everybody in the country a chance to buy a stake in the state-• 
owned banks.

4.     Reforming consumer regulation
The regulatory system under Labour didn’t just fail to prevent our banks from collapsing; it 
also failed to protect consumers. In the past decade our households became the most indebted 
in the world and our consumers were frequently treated unfairly – the mis-selling of payment 
protection insurance is just one example of this.

The powerful new Consumer Protection Agency (CPA), will help tackle this problem. The 
CPA will take a much tougher approach to consumer protection and will be given a mandate to 
act as a consumer champion. We have also made specific commitments to improve consumer 
protection with:

a free financial advice service and free annual  financial health check, to help families get • 
their finances on track;

a ban on excessive interest rates on store cards and a seven day cooling off period when • 
consumers sign up to store cards, to help prevent people from getting into problem debt;

increased transparency on the cost of mortgages, credit cards, ISAs and current accounts.  • 
We will ensure companies provide consumers with more information about their charges;

a requirement that credit card providers must send their customers an electronic “statement” • 
including information on pricing and usage, which can be uploaded onto price comparison 
websites which can then use this information to provide detailed advice on whether other 
credit card providers could deliver better value for money, given that consumer’s precise 
usage behaviour; and, 

a new provision to ensure that no-one is forced to sell their home to pay unsecured debts of • 
less than £25,000.
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Section 1: New guarantees to get credit growing
As our economy moves out of recession, it is critical that we ensure that there is sufficient credit 
on appropriate terms to finance firms’ working capital and investment plans. If firms cannot 
access credit on the right terms, they will be unable to invest, stopping the recovery in its tracks 
and undermining our economy’s long-term growth potential. There is therefore a key role for 
government to protect the recovery.

The evidence from business surveys and 
official data clearly show that volumes of 
lending to businesses remain low. And though 
there is evidence of credit conditions easing 
in recent months, it remains a concern, 
particularly in terms of the costs for smaller 
businesses to access credit:

The Bank of England’s Credit Conditions • 
survey for the first quarter of 2010 noted that 
though the availability of credit to corporates 
was reported to have increased in the first 
quarter of this year, spreads on bank credit 
had widened for small businesses;3

The Bank of England’s April Trends in • 
Lending survey found that the flow of net 
lending to businesses remained negative 
in February. Contacts of the Bank’s agents 
“reported that spreads and fees appeared 
to have stabilised, albeit at high levels”.4  It 
also reported that “the major lenders expect 
corporate credit demand to remain subdued 
in the coming months”;5

The IoD found in their recent survey of 1045 • 
directors that although three quarters did 

not have a requirement for either credit or 
to increase their existing credit, around 150 
reported that they were having difficulty in 
obtaining finance, equivalent to almost 60% 
of those businesses seeking finance;6 and

The FSB found that a third of respondents • 
who borrowed last year reported that they 
had been charged more, with a clear majority 
saying their rates increased by more than one 
percentage point.7

There is also a separate risk that credit 
conditions could tighten again as additional 
capital and liquidity rules are introduced, 
including the final outcome of the debate on 
Basel III. These new rules will require banks 
to raise their capital and liquidity ratios, 
increasing operating costs and potentially 
reducing the amount of new lending available 
to businesses. We need to understand the 
impact that these new rules and the timetable 
for their implementation will have on the wider 
economy.

There is widespread agreement that such a 
tightening of credit could have a devastating 



9

CHANGE FOR THE BETTER IN FINANCIAL SERVICES

impact on the recovery and on jobs, stifling 
SMEs’ access to finance for working capital 
and investment right at the point when demand 
for credit begins to rise. SMEs employ almost 
60% of the private sector workforce,8 and will 
be critical to the recovery. This point has been 
made by a number of economic commentators, 
such as MPC Member Adam Posen, who 
argued that tight credit conditions on business 
could mean that a recovery could be “shorter, 
weaker, and more erratic than it otherwise 
could be”.9 In its latest Inflation Report, the 
Bank of England also endorsed the view that 
making credit available for business would be 
key to the recovery: “as the economy recovers, 
some companies may find that lenders are 
not willing to provide enough finance to 
match their increased demand for credit. The 
prevalence of such credit constraints, and the 
extent to which companies are able to access 
alternative sources of finance, will be a key 
determinant of the strength of the recovery”.10 

Providing immediate support 
and certainty for business
When he launched the Government’s initiatives 
to help businesses during the recession, Gordon 
Brown claimed: “This is real help for business 
now. It is targeted and focused, it is funded and 
it is additional to what has been done before. It 
is real help to small businesses that are looking 
for help with their overdrafts or looking to 
invest in the future”.11 But Labour’s recession 

measures have overwhelmingly been failures. 
Most of the schemes were announced before 
they had been properly thought through. Their 
implementation was delayed, and most of the 
schemes failed to have anything like the impact 
promised. Time and again, Labour announced 
comprehensive schemes before failing to follow 
on the detail, usually resulting in disastrous 
implementation.

A critical report by the NAO on the 
Government’s support measures for business 
during the recession found that schemes 
were incoherent, as the Government “did not 
articulate what it intended to achieve overall 
with its package of support, leading to a series 
of individual actions, rather than a coherent, 
structured programme”.12 It also concluded that 
take-up was lower than expected, and said that 
the schemes were over-spun: “Some schemes 
were positioned as offering immediate help but 
actually serve a medium to longer-term need. 
The Capital for Enterprise Fund, for example, 
offers investment to replace debt and requires 
substantial due diligence and long term 
commitment”.

The NAO also criticised the Government’s 
lack of forward planning once the recession 
had started. It noted that the Government “was 
monitoring signs of financial market problems 
and gathering intelligence on individual 
business sectors and regions from summer 
2007. But it only began developing its response 



10

CHANGE FOR THE BETTER IN FINANCIAL SERVICES

in October 2008. For example, it did not use 
the monitoring information to develop business 
support options or consider the consequent 
resource implications for the Department until 
the months preceding scheme launch”.

The Working Capital Scheme, Enterprise 
Finance Guarantee Scheme and Trade Credit 
Insurance Scheme that were announced 
in January 2009 all immediately ran into 
implementation problems, resulting in long 
delays right when businesses needed help 
the most. In most cases the policies had 
to be significantly scaled back and were 
predominantly failures. 

One scheme which is finally up and running 
after delays and significant teething problems 
is the Enterprise Finance Guarantee (EFG) 
Scheme. At the time this scheme was 
announced, we had been calling for a much 
larger and simpler National Loan Guarantee 
Scheme. The Government’s scheme was too 
small, helping only 4,132 firms by the end 
of the recession,13 and was in place too late: 
no loans were made during the first quarter 
of 2009,14 though this period saw the highest 
number of corporate insolvencies during the 
recession.15

We think the scheme needs to be reformed. 
But we also recognise that there is significant 

uncertainty in the business community 
about the nature of government support for 
investment. At a time when the recovery is 
especially vulnerable, businesses need to 
know that a future Conservative Government 
will provide some stability in the measures it 
provides to support business.

Accordingly, we will take immediate action 
to overhaul the EFG to make it bigger, bolder 
and simpler, making it closer to our proposals 
for a National Loan Guarantee Scheme. We 
will initially focus on making the EFG larger 
in value to help more businesses, and we will 
make the process simpler and shorter to speed 
waiting times.

The EFG is only available to businesses 
with an annual turnover of up to £25 million 
seeking loans of up to £1 million. We believe 
a guarantee scheme should be extended in 
the first instance to encompass more firms of 
mid-market size. These firms are also typically 
unable to access bond and listed equity markets 
and are dependent on bank financing. They 
have been poorly served by the Working 
Capital Scheme and by the Government’s plans 
for a Growth Capital Fund where very little 
progress has been made since Gordon Brown 
announced the scheme in September 2009.
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Protecting the economy from a 
second credit crunch
We cannot go back to the conditions of the 
last decade, when risk was inadequately 
priced in lending. Our economy will need to 
reduce its leverage. As the recovery gathers 
pace, Britain’s businesses will need to carry 
on retaining profits, raising equity and paying 
down debt. But in this early recovery phase, 
firms will need working capital to survive and 
expand. In the long run, we want to enable 
smaller firms to have greater access to non-
bank finance, particularly equity. But we also 
need to make sure that as we move towards a 
more sustainable model of business finance, 
strong firms do not suffer due to a lack of 
finance especially if banks lack the capacity to 
lend.

There is a risk that as the economy recovers and 
demand for lending increases, banks will lack 
the capacity to lend to viable businesses. This 
will put recovery at risk but the Government 
has completely failed to take the action needed 
to prevent this from happening. We will not 
take such risks with the economy, and we will 
not wait for problems to materialise before 
preparing a response.

Accordingly, to protect the economy from a 
tightening of credit, we will immediately begin 
work to prepare a much larger and simpler 

scheme which will be available if banks 
are unable to meet the demand from viable 
businesses as the economy grows. By preparing 
for this risk, we will provide businesses with 
the certainty they need to plan for investment 
decisions, encouraging them to go ahead with 
investment plans and bringing confidence back 
to the economy. The scheme would have the 
following parameters:

We would initially prepare a scheme that • 
could be deployed for small and medium-
sized enterprises, but we would also monitor 
whether more action is needed to facilitate 
greater provision of credit to larger firms;

The scheme would enable banks to lend • 
with less balance sheet risk, and would help 
lower the cost and raise the quantity of bank 
lending;

It would work through government • 
guarantees, which would not add to 
government borrowing or debt. These 
guarantees would be provided in return for a 
fee to ensure taxpayers are protected, priced 
to cover future losses from the scheme. The 
interest rate charged on eligible loans would 
be capped at a commercial margin above the 
Bank of England base rate;

The guarantee would cover less than 100 per • 
cent of the eligible loan so that banks take a 
share of the risk to prevent reckless lending;
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Loans made by institutions that are licensed • 
to offer credit or authorised to make deposits 
for new lending to SMEs incorporated and 
trading in the UK will be eligible for the 
guarantee; and,

The scheme would be administered by a • 
board, consisting of representatives from 
the Treasury and the Bank of England, 
which will decide on the appropriate level of 
guarantees. 
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Financial Policy Committee
In the run-up to the financial crisis the Bank 
of England gave a number of warnings about 
the level of debt building up in the economy. 
Unfortunately, without any means of taking 
action, these warnings went unheeded. 
As former Deputy Governor John Gieve 
explained: “We did spot some crazy borrowing 
going on, asset prices looking unsustainable 
and we said actually for a couple of years 
before the crash that a correction was 
coming”.16

To prevent this from ever happening again we 
will create a new powerful Financial Policy 
Committee (FPC) within the Bank.

The FPC will be responsible for prudential 
regulation. It will be given a mandate for 
assessing risk in the economy, including the 
levels of debt. The FPC will operate a set 
of macro-prudential tools which will help it 
control these risks and will also be in charge 
of executing the special resolution regime 
for failing banks. Its judgements on the level 

Section 2: New regulatory architecture

Despite the abject failure of our regulatory system, neither Labour nor the Liberal Democrats are 
proposing real reform of our regulators. By contrast, a Conservative Government would abolish 
the failed tripartite system designed by Gordon Brown and create a new system of financial 
regulation to ensure our economy is better protected and our institutions are better policed.

of risk in the economy will also shape the 
micro-prudential regulation of banks and other 
significant financial institutions.

Like the Monetary Policy Committee, the FPC 
will include independent members who will 
bring external expertise to bear on the problem 
of maintaining financial stability.

One of the most important early tasks for the 
FPC will be to examine the cumulative impact 
of changes in banks’ capital and liquidity 
requirements. We support increased capital 
requirements for the banks, but insufficient 
analysis has been done on the overall impact 
of all of changes proposed by the FSA, the 
European Union and the Basel Committee on 
banks and the wider economy.

The Conservative Party has been calling for 
comprehensive impact assessments of these 
proposals since July 2009. As we said in our 
White Paper:

“we need to understand how the operation of 
any new regime will affect the availability of 
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credit and therefore the impact on the short 
and medium term development of national and 
global economies. This analysis should inform 
the timing of introducing new standards and 
the process of doing so.”17

George Osborne reiterated these concerns in 
the 2010 Mais lecture and highlighted the need 
for a point of accountability, a body to take 
charge of monitoring the levels of debt in the 
economy:

“Indeed we are in danger of making similar 
mistakes in the aftermath of the crisis, with 
too little consideration of the impact of 
higher capital and liquidity requirements on 
overall financial conditions and the pace of 
recovery. And despite everything we know 
about the aftermath of banking crises, there 
is still no single institution that is responsible 
for ensuring that the monetary transmission 
mechanism is functioning as it should, so that 
policy rates are properly passed through to 
businesses and consumers.”18

Under a Conservative Government the FPC 
would be required to conduct a full impact 
analysis of new capital and liquidity standards 
on the economy, the results of which would 
influence the timing of their introduction.

It is vital that responsible businesses get access 
to the credit they need to grow in order to 
support the recovery. So we will ensure that 
the FPC is up and running on a non-statutory 

shadow basis within months of the election of 
a Conservative Government. This would be 
similar to the non-statutory operation of the 
MPC in its first year.

Financial Regulation Division
The FSA failed to regulate financial 
institutions properly. In its White Paper even 
the Government was forced to conclude 
that “too much weight had been placed” on 
“ensuring that systems and processes were 
correctly defined rather than on challenging 
business models and strategies” and on 
“conduct of business regulation of the banking 
sector rather than prudential regulation of 
banking institutions”.19

We will abolish the FSA, and create a new 
Financial Regulation Division in the Bank 
of England with responsibility for micro-
prudential regulation of all significant financial 
institutions.

We led the debate on the reform of financial 
regulation when we published our White 
Paper; similar plans are now being adopted by 
a number of leading economies:

President Obama’s administration wants to • 
give the Federal Reserve more power over 
the banks: “In our view, the Federal Reserve 
is the agency best equipped for the task 
of supervising the largest, most complex 
firms... It is the only agency with broad and 
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deep knowledge of financial institutions and 
the capital markets necessary to do the job 
effectively.”20

Germany is giving the Bundesbank control • 
over prudential regulation of banks.  “All 
financial institutions must be brought under 
banking supervision... We need forceful 
supervision with the ability to sanction – in 
this case the Bundesbank”21

France is moving insurance regulation under • 
the Banque de France. ‘Bank of France 
Governor Christian Noyer was named 
as the new head of the ACP (Autorite de 
Controle Prudentiel) banking and insurance 
regulatory body... “This will create a more 
efficient regulatory system for the future,” 
said French Economy Minister Christine 
Lagarde.’22

Despite the growing international consensus 
on the need to reform regulatory arrangements 
in the wake of the financial crisis, neither 
Labour nor the Liberal Democrats are prepared 
to take action. Only the Conservative Party 
plans to abolish the failed tripartite system.

Consumer Protection Agency
The FSA failed to provide proper protection to 
consumers. This was clearly to the detriment 
of individual consumers, but the proliferation 
of poor lending practices also contributed to 

the build up of debt that was at the heart of the 
financial crisis.

Under Gordon Brown, Britain built up more 
consumer debt than any other major economy 
- in history. Our households racked up over a 
trillion pounds of personal debt. On average, 
private household debt was 170 per cent of 
disposable income in the UK against just less 
than 140 per cent in the US and 100 per cent in 
Continental economies.23

If we want to rebalance our economy away 
from debt, towards savings and investment 
this cannot be allowed to continue. We need to 
strengthen protection for consumers through 
better regulation and provide them with help 
to make responsible decisions about their 
finances.

As the Chief Executive of Which? argues: “we 
need more direct and proactive intervention 
from the regulator. Firms have been allowed 
to run their products, and their lending criteria 
too freely, and get away with offering poor 
quality advice with little intervention from the 
FSA, and that has contributed to the problems 
we see today.”24

A Conservative Government would create a 
powerful new Consumer Protection Agency 
(CPA). The CPA will be given a mandate to act 
as a consumer champion. It will be a far more 
consumer-orientated, transparent and focused 
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body than the FSA - for example the CPA will 
adopt a policy of “naming and shaming” firms 
that break the rules, and will levy much higher 
fines than have historically been implemented.

We will also transfer responsibility for 
regulating consumer credit from the Office 
of Fair Trading to the CPA, in order to create 
a unified regulatory regime for financial 
consumers.

In their manifesto the Labour Party admitted 
the need for reforms to consumer protection, 
and adopted the Conservative proposal for a 
unified regime: “We will introduce a single 
regulator for consumer finance to restore 
confidence and trust with responsibility for 
the supervision of all unsecured lending being 
passed to the Financial Services Authority.” 25

However Labour’s plans fall short of creating a 
dedicate Consumer Protection Agency. Instead 
this is another responsibility they would 
give the FSA, along with preserving overall 
financial stability and prudential regulation 
of firms. We believe that this is the wrong 
approach, and that only a consumer-orientated 
agency will be able to provide the financial 
services consumers with the protection they 
deserve.

Economic Crime Agency
Labour’s approach to tackling serious 
economic crime has failed. According to 
the former Director of Public Prosecutions: 
“Our system for regulating markets and 
for prosecuting market crime is completely 
broken. If you mug someone in the street and 
you are caught, the chances are that you will 
go to prison. In recent years mugging someone 
out of their savings or their pension would 
probably earn you a yacht.”26

In a recent analysis of the current system 
Jonathan Fisher QC, a leading barrister 
specialising in fraud and corporate crime, 
argued that: “The present arrangements for 
fighting serious fraud, corruption and financial 
market crimes are lamentably deficient. The 
haphazard development of the Government 
agencies tasked with tackling these crimes has 
created a system of overlapping responsibilities 
for investigation and prosecution, a dispersion 
of powers and caused unnecessary duplication 
of manpower and specialist resources. Perhaps 
unsurprisingly then, our criminal justice 
system struggles to cope with complex fraud 
trials and if the perpetrators of these crimes are 
to be brought to account, important changes to 
the criminal law need to be made.”27

The Conservative Party has a long-standing 
commitment to tackling white collar crime. If 
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we are going to build a strong and fair society 
everyone must face the consequences of their 
action - there cannot be one law for the rich 
and another for everyone else.

We will step up the fight against economic 
crime by creating a new agency dedicated to 
tackling these offences.

The new Economic Crime Agency will take 
over the work investigating and prosecuting 
serious economic crime done by the Serious 
Fraud Office, the Financial Services Authority, 
the Fraud Prosecution Service, the Revenue 
and Customs Division, and the Office of Fair 
Trading.

This will sweep away the confused, multi-
agency approach and create a single focused 
body with the mandate, expertise and authority 
needed to tackle serious economic crime. 
Offences like large scale fraud, bribery, 
corruption and Madoff-style pyramid schemes 
would all come under the agency’s remit.

We will also reform the corporate criminal 
liability laws for serious economic crime to 
make companies accountable for their actions. 
This liability exists in many countries and 
is already in place in the UK in respect of 
corporate manslaughter, health and safety and 
money laundering.

Our plans have been endorsed by a number of 
legal experts:

Jonathan Fisher QC: “The Conservative • 
Party proposals are long overdue. 21st 
century problems cannot be tackled with 
19th century tools. A turbo-charged 
Economic Crime Agency is clearly the right 
way forward.”

Peter Binning , partner at Corker Binning, • 
specialist London fraud solicitors, has 
said: “I welcome these proposals. The last 
decade has seen an ineffective multi agency 
approach to tackling economic crime, 
which means it has been open-season for 
fraudsters; particularly in the last three 
years. The plan to create a unified agency 
and look at strengthening criminal liability 
will help to address this.”

Together these measures mean a Conservative 
Government will be far more proactive and 
effective at tackling economic crime.
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argued that a risk-differentiated levy, such as 
that being introduced in Sweden, would also be 
an effective tool to help discourage high-risk 
activity.

Since then the IMF have produced a report 
backing our proposal of a balance sheet levy, 
and proposing a second tax on profits and 
bonuses. We welcomed the IMF report, which 
also ruled out Gordon Brown’s preferred 
option – a Tobin tax.

We are confident of securing international 
agreement on the need for a bank levy. A levy 
on banks’ wholesale funding (i.e. the money 
that banks borrow from financial markets) 
has already been introduced in Sweden. The 
US, French and German governments have 
all announced their intention to introduce 
a similar levy. However if necessary a 
Conservative Government would introduce the 
levy unilaterally. 

We will design the bank levy to raise more 
than £1 billion, with the precise amount 
depending on the extent of international 
coordination. If, as we expect, there is 
international agreement then the revenues 
could be significantly larger than this. We will 

Bank Levy
During the financial crisis taxpayers provided 
extraordinary support to the banking system. 
Indeed the Government was forced to inject 
£45.5 billion into RBS alone, making it the 
costliest bailout of any bank worldwide, far 
more than the $45 billion (£27 billion) bailout 
of Citigroup.28

There is now wide agreement that the scale of 
this support justifies a new tax on the banking 
system whether to pay taxpayers back or to 
provide greater protection against failure in the 
future.

The Conservative Party has been at the 
forefront of this argument for many months. 
George Osborne first proposed this in 
November 2009 in an email exchange with 
Will Hutton: “I also think we should consider 
the innovative solutions to better insure 
taxpayers against future losses being examined 
by the IMF and others.”29

In March 2009 we announced that 
Conservative Government would introduce a 
levy on banks’ balance sheets – unilaterally if 
necessary. In addition to repaying taxpayer we 

Section 3: Reforming the banking system
While changing the regulatory architecture in the UK is vital, we also need to change regulatory 
policy and the structure of our banking system.
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start immediately on the design of the levy, 
with the aim of introducing it within a year of 
the election.

“Volcker Rules”
The Conservative Party has consistently 
argued that there is a case for banning retail 
banks, with their guaranteed deposit bases, 
from undertaking some of the riskiest “casino” 
banking activities.

Economists and policy makers agree that 
allowing ‘universal’ banks to use their deposit 
base – which is implicitly guaranteed by the 
government – to fund their riskier investment 
banking activities, exposes depositors and 
taxpayers to significant risks.

However, given the interconnectivity of the 
banking system we have always believed that a 
structural solution to this problem would have 
to be agreed internationally.

“I believe that there is a case for separating 
some of the riskiest investment banking 
activities - such as large scale proprietary 
trading - from retail banking. But it would not 
be sensible or indeed effective to impose that 
separation unilaterally, so we will continue to 
examine the case internationally.” 30

We welcome President Obama’s calls for a 
financial reform package in the United States 
to include the “Volcker Rules” which would 
enact this type of structural separation. In his 

remarks to Wall Street last week, President 
Obama restated his commitment to this 
reform:

“To that end, the bill would also enact what’s 
known as the Volcker Rule – and there’s a 
tall guy sitting in the front row here, Paul 
Volcker – who we named it after.  And it does 
something very simple:  It places some limits 
on the size of banks and the kinds of risks that 
banking institutions can take.”31

Gordon Brown has repeatedly ruled out any 
separation between retail and investment 
banking activities without undertaking any 
analysis of the issues. We believe this is a 
mistake and a Conservative Government 
would work with the G20, the United States 
and the European authorities to look at how 
the “Volcker rules” could be implemented 
internationally.

Sensible remuneration
As George Osborne has said we believe the 
level of pay in the banking sector has got 
completely out of kilter with the rest of society. 
News that bank bonuses this year are expected 
to total £7 billion shows that Gordon Brown’s 
claim to have ended the era of the big bonus 
was ridiculous.32

We need to bring down pay across the sector 
– and the bank balance sheet tax we propose 
will help do that. We will also look closely at 
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the IMF proposal for an international Financial 
Activities Tax on bonuses and profits.

A Conservative Government will work with 
the G20 to tackle risky and excessive pay, 
seeking to agree and implement international 
controls.

The Conservative Party supported the 
additional powers given to the regulator to 
require responsible remuneration policies 
in the Financial Services Act 2010. Going 
forward we will also ensure that the Bank 
of England has all the power it requires to 
crackdown on risky pay policies. This will 
include imposing higher capital requirements 
on those banks that follow remuneration 
strategies that encourage excessive risk taking.

A more competitive banking 
system
Over the course of the financial crisis bank 
mergers and bank failures have led to 
increased concentration in the retail banking 
market. In 2007 the six largest banks in the 
UK’s mortgage market had a total market share 
of 66 per cent – a year later this had increased 
to 78 per cent.33

We believe that increased competition, and 
a more diverse and vibrant banking market, 
could benefit both consumers and financial 
stability.

This view is shared by the Office of Fair 
Trading which argues: “choice and competition 
involving existing players and new entrants 
are vital to delivering growth, prosperity and a 
good deal for consumers.”34

Therefore a Conservative Government is 
committed to looking at how to introduce 
greater diversity and competition into the UK 
banking sector.

In the first instance we would commission a 
study of competition in banking sector and the 
choices available to consumers and businesses 
The findings of this review will inform the 
divestment of the Government’s bank holdings.

A Conservative Government will also look 
at what legislative or regulatory reforms are 
required to encourage the creation of new 
building societies, banks, credit unions and 
community banks.

A People’s Bank Bonus
Taxpayers have injected more than £70 billion 
into Lloyds Banking Group and Royal Bank of 
Scotland. After rescuing the banks, we believe 
taxpayers deserve a ‘people’s bank bonus’ 
when the time comes to sell the government 
shares.

A sale would only be considered once the 
government stands to make a profit from its 
investment. Given the very large size of the 
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government’s shareholdings, retail offerings 
would also be combined with offerings to 
institutional shareholders and other potential 
buyers.

However, the divestment of the Government’s 
shareholdings is the perfect opportunity to help 
rebuild the savings culture our economy needs.

Therefore a Conservative Government will 
give everyone in the country a chance to 
buy shares in the state-owned banks at a 
discounted price. There will also be special 
offers to encourage younger people and those 
on modest incomes to start saving for the 
future.

We are also looking at whether to make it 
particularly attractive to purchase bank shares 
through savings vehicles such as ISAs, in order 
to introduce millions of people to the benefits 
of tax-efficient saving for the first time.

This approach would balance the interests of 
taxpayers with the broader need to create a 
saving society where more people have a stake 
in the future of our economy. 
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Crack down on store cards
We will introduce a cap on excessive store card 
interest rates to protect the public, and help 
prevent people from falling into problem debt.

The Consumer Protection Agency will be 
given new powers to define “excessive”, 
drawing on factors including mainstream 
credit card market interest rates. Based on 
previous OFT investigations, we expect this 
could apply to store cards with interest rates of 
25% and over. 

We will also introduce a 7-day cooling off 
period for store cards, which means that if a 
consumer signs up for a store card, or other 
revolving credit facility, at the point of sale, 
this credit cannot be used for seven days.

This will give consumers the opportunity to 
think about whether other forms of credit, such 
as an overdraft extension or conventional loan, 
might be more appropriate.

A free financial advice service 
and annual family financial 
health check
A Conservative government will give every 
family in Britain the right to a free annual 
Financial Health Check, giving families the 
advice they need to look after their finances, 
save for the future and get independent expert 
help on pensions, debt and other financial 
products.

The annual Financial Health Check will 
be delivered by Britain’s first free national 
financial advice service, which will be 
funded in full by a new £50 million social 
responsibility levy on the financial services 
sector, including consumer credit firms. 
This service will be administered through 
a combination of face-to-face meetings, 
telephone advisers and online information.

Section 4: Reforming consumer regulation
In recent years consumers have suffered as a result of mis-selling scandals, opaque bank charges 
and excessive interest rates. In the future we expect the Consumer Protection Agency to operate as 
a much more proactive consumer watchdog across the financial services industry. We have also 
detailed a number of specific reforms which we believe will help to protect and empower financial 
services consumers.
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Increased transparency
Consumers need a better deal from banks, 
credit card companies and lenders. We 
will make sure consumers receive easy to 
understand information that will help them 
understand whether they are getting good 
value from their credit card, mortgage, current 
account and ISA.

For example, a Conservative government 
will introduce new legislation requiring all 
credit card statements and adverts to contain 
standardised information about borrowing 
costs. This will include exactly how much the 
credit will cost if only minimum repayments 
are made every month – and how long it will 
take to repay.

Millions of credit card users will benefit 
from this clearer information, which 
will help protect consumers, encourage 
more responsible borrowing and increase 
competition between products.

Increased competition
A Conservative Government will introduce a 
new requirement for credit card providers to 
send their customers an electronic statement 
including information on pricing and usage.

Consumers will be able to upload this data into 
price comparison websites which will then be 
able tell them how much they would be have 

been charged by competitor cards for the same 
services.

The pricing information would include all 
the ways that a consumer can be charged. For 
example, a credit card provider would list its 
charges for late payments, foreign currency 
transactions, cash advances and so on. The 
usage information would consist of the 
information on this customer’s activity with 
the card for the past year. This would include 
the number of late payments, the number of 
foreign transactions and other usage data.

Consumers would upload this data on to third 
party price comparison websites, which can 
then use this information to provide detailed 
advice on whether other credit card providers 
could deliver better value for money, given that 
consumer’s precise usage behaviour.

We believe that a similar approach should be 
adopted across a range of products in order 
to help consumers differentiate between 
competing offers. In addition to credit cards, 
we believe this approach could be applied to 
current accounts, ISAs and mortgages.

This innovative policy will empower 
consumers and make markets more 
competitive by increasing transparency, 
enabling switching and promoting better 
informed choice.
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Protecting the family home
Under Labour lenders can force people to sell 
their homes in order to pay off unsecured loans 
of any size. We do not believe that families’ 
homes should ever be at risk as a result 
relatively small credit card debts.

Unsecured debt, such a credit card bill, carries 
very high interest rates because, unlike a 
mortgage, lenders cannot take ownership of an 
asset if the borrower defaults.

These high interest rates, often as much as 25 
per cent, are the cost of this extra risk.

Currently lenders can charge extortionate 
interest rates and then obtain security through 
charging orders and orders for sale. This is 
neither fair nor right.

To address this, a Conservative Government 
will introduce a new provision, under the 
Tribunal, Courts and Enforcement Act of 2007, 
to prevent borrowers from being forced to sell 
their homes to pay off unsecured debts worth 
less than £25,000.
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