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• Background 
Customers of the HSBC bank in the former mining village of Ogmore Vale in South 
Wales, were both dismayed and angry at the announcement that their local branch 
was to close at the end of July 2005 (Figure 1, in Appendix).  The closure, part of the 
latest round of ‘network streamlining’ undertaken by the bank, triggered the by-now 
familiar feelings of abandonment which have afflicted so many communities across 
Britain since banks and building societies began their extensive programmes of 
branch closures in the late 1980s.  The inhabitants of Ogmore Vale, already reeling 
from nearly 30 years of economic setbacks following the collapse of the coal industry, 
were understandably disturbed by the consequences of the closure for the financial 
health of the village as a whole; HSBC’s closure of the branch represented an 
economic evaluation of the future of the community that was anything but positive.  
There were particular concerns for those on lower incomes and with limited mobility, 
who would now have to now travel much further to access branch services.  
Customers were justifiably put out by the advice that, following the closure, they 
should ‘visit the nearest branch in Pontycymer, less than three miles away’ (Walne, 
2005) (Figure 2).   Viewed from an office in London informed by the Geographical 
Information Systems that in part underpin such closure decisions, such advice seems 
sensible enough; as the crow flies, Ogmore Vale and Pontycymer are about three 
miles apart, but as they are in different valleys travelling between the two 
communities requires a journey of over six miles and navigating a winding and 
hazardous B-road that traverses the watershed that separates the valleys; buses are 
infrequent and do not travel directly between the two villages as the journey cuts 
against the grain of the north-south logic of the South Wales valleys’ transport 
system.  Thus, what might appear in principle to be a straightforward three-mile 
journey becomes more far more problematic and time-consuming when the 
geographies and mobilities of context are taken into account.   The closure of 
branches of banks and building societies can mean more inconvenience for 
customers, who may then have to incur additional costs to travel to undertake 
transactions or obtain face-to-face advice, in addition to engendering a sense of loss 
and abandonment within local communities.   

This story of financial abandonment and withdrawal is an all too familiar one within 
the recent history of the retail financial system within the UK.  Over the past 15 years 
bank and building society branch networks in the UK have been subject to a 
sustained and systematic process of reduction.  While between them retail financial 
services in the UK still have thousands of branches the length and breadth of the 
county, their numbers have been significantly reduced since the late 1980s.   
Moreover, while for some institutions the rate of closure has declined since the mid 
1990s, for other, branch closures have continued apace into the 2000s.    

The aim of this research project was to update earlier research which mapped the 
changing geography of bank and building society branches between 1989 and 1995.  
This project updated the figures to 2003, and revealed that the branch networks of 
both banks and building societies have now been in a continuous process of 
shrinkage since at least the late 1980s.  This decade and a half of branch network 
decline was triggered by financial problems sown by financial services firms during 
the mid- to late-1990s as they competed to gain new business and expand into new 



markets.   But it has also been a product of investor pressure on banks and the 
growth of new distribution methods which now supplement the branch as a channel 
for the sale and purchase of retail financial products and services.   

Despite the relative decline in the strategic importance of the branch to banks and 
building societies,  the Government nevertheless considers the branch to be an 
important bulwark against financial exclusion (PAT 14, 2001).  Initiatives such as the 
basic bank account and the decision to pay social benefits into bank accounts have 
confronted banks with a significant dilemma.  That is, how to address the 
Government’s insistence that low income customers (who rely upon branch 
networks) are served while at the same time seeking to adjust to a changing 
competitive landscape, which is driving branch closure and relocation.  As the 
government admits in a recent policy document on financial exclusion, 

the basic transaction costs for low-income customers are higher because they 
are heavier users of branches, making them even less likely to generate profits 
for the bank.  Therefore, most banks do not see basic bank accounts as a 
commercial opportunity (HM Treasury, 2004, page 29, emphasis added). 

This dilemma also confronts building societies, because some of the largest societies 
are also involved in the delivery of basic bank accounts.  Moreover, even those 
societies not offering basic bank accounts will be affected by the changes because of 
the potential for additional enquiries at branches and call centres regarding the basic 
bank account, and because by their very nature they are ‘financially inclusive 
organizations’ (Building Society Association, 2002). 

The aim of this project, therefore, was to assess developments in the geography of 
the branch-based distribution networks of mainstream financial services and thus 
assess the extent of financial infrastructure withdrawal between 1995 and 2003.   

 

• Objectives 
The project had four main objectives: 

o To map the current geography of bank an building society branches between 
1995 and 2003 at different spatial scales 

o To assess the changing size and geography of bank branches between 1995-
2003 at different spatial scales 

o To assess whether the processes driving bank and building society branch 
closures between 1989-1995 also characterise the subsequent period 1995-
2003, or whether new processes have become more important 

o To discuss the findings with leading decision makers, policy makers, consumer 
organizations and representatives of mainstream financial services to 
determine the implications of branch closure for the provision of financial 
services within Britain. 

 

• Methods 
In order to fulfil the main objectives, a range of methods were employed.  

To map the current geography of bank and building society branches between 1995 
and 2003 at different spatial scales 

To achieve this objective a GIS database of bank and building society branches for 
the period 1995-2003 was developed.  This built upon a data base developed in 
1996-7 which mapped branches between 1989-1995.  The database was updated 



and extended in three stages.  The first stage required the input of Building Society 
data, which was obtained from the Building Societies Yearbook 2002-03 and inputted 
manually into a MS Access database. This task was outsourced while quality checks 
were performed in-house.  The second stage updated the data on branches of 
Building Societies that had converted to public limited companies after 1989.  This 
too was outsourced to a private company. The quality of the original database was 
also assessed and identified a number of duplicated records.  The third stage 
updated the bank branches database through reference to Banking Business – The 
Annual Abstract of Banking Statistics (BBA). This update proved difficult due both to 
unforeseen problems with the 1989-1995 database and because the 2003 dataset 
was not in a compatible format with the 1989-1995 database. Initially, matching 
software and MS Access were employed. However, due to the quality and format 
issues mentioned above the update had to be completed manually, which 
significantly delayed the completion of this part of the project.   

To assess the changing size and geography of bank branches between 1995-2003 at 
different spatial scales 

Through the GIS, each branch was georeferenced using the postcode.  An 
assessment of branches which could not be georeferenced was also undertaken. 
Branches were then allocated to wards, districts and regions, and the number of 
branches at each levels recorded. 

To assess whether the processes driving bank and building society branch closures 
between 1989-1995 also characterise the subsequent period 1995-2003, or whether 
new processes have become more important 

This objective was achieved by an interrogation of the GIS database and Poisson 
regression analyses. In order to assess whether the processes that influenced bank 
and building society branch closures between 1989-1995 were also in operation 
between 1995-2003, the analyses carried out in the earlier project were repeated. 
Poisson regression was used to analyse branch closures in England between 1995-
2003. As in the previous project, the ward was used as the unit of analysis. This 
choice was based on its broad resemblance to the catchment area of branches and 
the availability of census data at 1991 and 2001.  

The branch data exists in the form of counts – that is, the number of closed and open 
branches per ward – so a Poisson regression model (Cameron and Trivedi, 1998) 
was estimated using ward level data for the period 1995-2003.  The selection of 
independent variables was performed after a review of the literature.  Certain 
categories of individual are more at risk of financial exclusion (FSA, 2000; Kempson 
et, 1999).  These include people on income support, unemployed people, lone 
parents, people affected by long-term illness and disability.  Finally, the urban or rural 
characteristic of the ward was taken into account in the analysis.  Two main sources 
of data were used for independent variables: (i) the 1991 and 2001 Census data 
(available at MIMAS), and; (ii) geodemographic data. The 1991 GB Profiles, 
developed at the Centre for Computational Geography, University of Leeds, were 
employed to analyse branch networks and locational changes in the earlier project.  
A comparable classification, the 2001 Area classifications, developed by the 
University of Leeds and made available via the Office for National Statistics (ONS), 
was employed for the 1995-2003 analysis.  The urban-rural classification was 
downloaded from MIMAS. 

Data and framework of analysis:  Although several tests were conducted for the 
periods 1989-1995 and 1995-2003 for bank closures and openings, the results in this 
report refer to branch closures for the post-1995 period in England. Several tests 
were carried out for branch openings for the two periods because of the presence of 
multicollinearity.  The results were not significant and indicated that more variables, 



probably related to the location factors, should be included in future analyses. The 
Poisson regression model developed to analyse branch closures initially included all 
the variables (listed in Table 11). Variables were retained in the final model if they 
showed the right sign and were strongly significant, if these conditions were not met, 
a variable was only retained if the literature on financial exclusion considered it 
theoretically relevant.  

That the analysis covered England alone stemmed from the assessment that pooling 
all the data together (boundary, census and geographical data) for Great Britain 
would have meant spending a great amount of time beyond what was feasible due to 
the time constraints of the project. It was deemed more appropriate to conduct an 
analysis for England for which most of the data was available.   In order to carry out 
the analyses ArcView GIS software and STATA , a statistical package for the 
implementation of Poisson models, which allows for overdispersion in the fitting 
procedure, were used. 

To discuss the findings with leading decision makers, policy makers, consumer 
organizations and representatives of mainstream financial services to determine the 
implications of branch closure for the provision of financial services within Britain. 

To achieve this objective 15 interviews were conducted with leading decision makers, 
policy makers, consumer organizations and representatives of mainstream financial 
services, and undertaken confidentiality assurances of confidentiality and anonimity.  
The initial results of the GIS analysis were taken to interviews to form the basis of 
discussion and to check the accuracy of the data.   All the interviews were recorded, 
transcribed and coded.   

 

• Results 
To map the current geography of bank and building society branches at different 
spatial scales.   

Following the creation of the GIS, building society, bank and converted building 
society branch data was mapped at different geographical scales – national, regional 
and urban – for the years 1989, 1995 and 2003.   

National scale: Figures 3 to 5 show the geographical distribution of the aggregated 
branch networks of the ten largest building societies (Figure 3), the five leading 
banking groups (Figure 4) and the ten largest converted building societies (Figure 5) 
in Britain for the year 2003  Despite continued rationalisation, the maps show that the 
branches of traditional, high street banks still have a greater geographical dispersal 
than either building societies or banks that were formerly building societies; the 
branch networks of both these groups of institutions are more concentrated in urban 
metropolitan regions.  Branch closures and openings for the periods 1989-1995 and 
1995-2003 were also mapped.  The geographical distribution of branch closures and 
new openings for each type of institution from 1995 to 2003 are shown in Figures 6 to 
11.   

Regional scale: Although all the leading banks and building societies in Britain aim to 
serve a national market, the literature suggests that their branch networks display 
considerable geographical legacy effects, which reflect their origins in particular 
regions of the UK (see Pratt, 1998).  Long-run disparities in economic and population 
growth have further contributed to an uneven regional geography of branch networks.  
Figures 3 to 5 point to a marked concentration of branch networks in the South East 
of England, in contrast to that of more peripheral regions like Wales, for example. 
However, Figure 12 plots the total number of branch networks (building societies, 
banks and converted building societies) against regional population levels.  It reveals 



that in fact regions such as Wales, the South West and parts of Scotland have the 
highest number of branches per population.  The lowest number of branches per 
capita are found in the East and West Midlands, and in Yorkshire and Humberside.   

Urban scale: As well as regional variations in density, rates of branch closure and 
new openings the research also identified marked differences between urban 
centres.  Using Nottingham, Bristol and London as case studies, bank and building 
society branch networks in 2003, and closures for the period 1995 to 2003, were 
mapped against ward level socio-demographic data (see Figures 13 to 18).    

To assess the changing size and geography of bank and building society branches 
between 1995-2003 at different spatial scales 

The changing size of bank and building society branches was assessed between 
1989 and 1995 and 1995 and 2003 (and 1995-2004 for building societies converted 
to PLCs).  The results are presented in this report in Tables 1 to 3. 

The research found that branch rationalisation has continued apace since 1995.  
From 1995 to 2003 the bank branch network shrank by 21%, the network of the 
converted building societies by 19% and that of the leading building societies by 
6.6%.  Comparison of yearly average closure rates for the period 1989-1995 and 
1995-2003 reveal marked institutional differences.  Whereas the average yearly rate 
of closure increased from 2.3% (1989-1995) to 2.6% (1995-2003) for banks, and 
quadrupled from 0.6% (1989-1995) to 2.4% (1995-2003) for former building societies, 
the closure rates for building societies more than halved during the same period; 
from 2.3% (1989-1995) to 0.9% (1995 to 2003). During interviews with 
representatives of retail banks, existing and converted building societies it became 
apparent that corporate governance plays a key role in explaining unevenness in 
branch rationalisation (see Objective 4 Results).  Moreover, interviews with senior 
managers in three of the top five British banking groups suggested that since 2000-
2001 bank branch rationalisation has effectively been put on hold.  Although closures 
have continued to take place since 2000-2001 the respondents suggested that these 
were the result of ‘natural wastage’, citing the end of leasing contracts, problems with 
making individual branches compliant with the Disability Discrimination Act and other 
more mundane reasons for recent closures, rather than formal rationalisation 
programmes.  In contrast, it was clear from interviews that branch rationalisation was 
much more of a continued concern for building societies. 

In order to assess the spatial dynamics of bank and building society branches, 
analysis of the geodemographic characteristics of the wards where closures took 
place between 1995-2003 was undertaken using the 2001 Area Classification for 
statistical wards developed by ONS (seeTable 4).   Table  5 shows the results of the 
analysis which compared closure rates in each British ward, classified on the basis of 
ONS socioeconomic ‘supergroup’, and calculated the average number of branch 
closures in the nine different types of supergroup areas.  The analysis found that the 
mean rate of closure between 1995 and 2003 was 24.5 branches per ward; six of the 
nine types of area experienced closure rates above the mean with three below.  Of 
those areas with closure rates higher than the mean three types of urban area – 
multicultural metropolitan (30.0 branch closures per ward), prospering metropolitan  
(29.8 branch closures per ward) and traditional manufacturing (27.7 branch closures 
per ward) – experienced closure rates that were significantly higher than the average.  
Multicultural metropolitan wards, those that experienced closure rates 22.5% greater 
than the national average, are concentrated in Greater London and Lancashire and 
are characterised by, amongst other things, unemployment rates and a far higher 
than average proportion of people identifying themselves as black, Indian, Pakistani 
or Bangladeshi.  Prospering metropolitan wards are also concentrated in London, but 
this group also includes wards in other large cities like Manchester and Glasgow.  



Defining characteristics of these types of area include high population density, a 
proportion of one person households, flats, people born outside the UK, people with 
a higher education qualification and, ironically, people who work in the finance 
industry far above the national average.  The third type of area experiencing 
significantly higher than average closure rates, traditional manufacturing, are 
concentrated in the traditional manufacturing belt of Britain, the south of Scotland, 
northern England and parts of Wales, typified by the Longbridge ward in Birmingham.  
As in the case of multicultural metropolitan areas, traditional manufacturing wards are 
characterised by unemployment rates far above the national average, but also an 
unusually high proportion of people working in routine occupations, rented public and 
terraced housing.   

At the opposite end of the spectrum are areas classified by the ONS as coastal and 
countryside (18.6 average closures per ward), suburbs and small towns (22.4 
average closures per ward), and industrial hinterlands (22.6 average closures per 
ward).  In marked contrast to the urban and metropolitan character of wards with high 
closure rates, wards with rates lower than the national mean are concentrated in 
small towns, rural and suburban areas.  Moreover, in contrast to multicultural 
metropolitan, prospering metropolitan and traditional manufacturing areas, all three 
supergroups areas with closure rates lower than the national average have no 
socioeconomic variables that are far below, or far above the national average.  They 
can, therefore, be considered for all intents and purposes to be ‘Middle England’. 
Coastal and countryside wards are evenly located throughout the UK, apart from the 
south east of England, where they are mainly absent, and experienced 26% less 
branch closures than the national average, and 61% less than multicultural 
metropolitan areas.  The suburbs and small towns supergroup is comprised of three 
sub-groups - suburbs, prospering suburbs and commuter suburbs.  The third and 
final supergroup with a lower than average closure rate is industrial hinterlands, 
comprising two sub-groups, ‘out of town housing’ and ‘industrial’ areas.  Industrial 
hinterland wards are concentrated in south Wales, southern Scotland and northern 
England, are again characterised by a large number of socioeconomic variables 
close to the national average.  In explaining why industrial hinterland areas have 
been less affected by branch closure it is important to note that these areas had 
already been pruned of most of their branches during the first wave of closure in the 
period 1989 to 1995. 

This analysis suggests that geographical and socioeconomic characteristics are 
important factors in understanding the uneven geography of branch closure at the 
national and regional scale.  At the urban level, we mapped branch closures between 
1995 and 2003 against ONS sub-group for wards in Nottingham, Bristol and London 
for illustrative purposes.  This exercise revealed that closures are partly dependent 
on the local context (Figures 13 to 18). Whilst closures in London mainly occurred in 
prospering metropolitan areas, because of the high number of branches present in 
1995, in Nottingham closures were concentrated in student community areas. 
However, caution needs to be exercised when interpreting these findings.  Wards, 
like that of other administrative units, are artificial areas of analysis and thus may 
contain significant heterogeneity in socio-economic characteristics.  

To assess whether the processes driving bank and building society branch closures 
between 1989-1995 also characterise the subsequent period 1995-2003, or whether 
new processes have become more important. 

The analysis for the period 1989-1995 carried out in the previous project at the ward 
level found that branch closure was determined by three main factors: (i) firm specific 
organizational structure; (ii) competition in the local market, and; (iii) local geo-
demographic characteristics.  The findings revealed that the likelihood of closure 
between 1989 and 1995 was related to the geographical proximity of other branches 



(both of the same organisation and of competitors) and to the geo-demographic 
profiles of local areas. 

An assessment was made to determine whether the processes previously identified 
in the earlier ESRC project as driving branch closure also characterised the 1995-
2003 period.  Tables 6-9 present analysis for assessing the impact of organizational 
and competitive effects on bank branch and converted building society branch 
closure rates.  In order to assess the impact of organizational effects wards were 
ranked according to the number of branches each bank and converted building 
society had open in 1995.  The results were then aggregated and compared with 
actual branch closures during the period 1995-2003 in order to generate a 
percentage closure rate.  Table 6 shows that for banks there is a generally positive 
relationship between the number of own branches in a ward in 1995 and the 
subsequent closure rate.  That is, whereas there was a 13% rate of closure of those 
branches which represented a bank’s sole representation in a ward in 1995 by 2003, 
there was a 46% rate of closure where a bank has five branches in a ward.  Despite 
this lower rate, 353 wards lost all branches by 2003 and the majority of these wards 
(85%) had only one branch in 1995.  Table 7 shows that there is an even stronger 
relationship between the density of own branches and closures for converted building 
societies, with wards with three own branches 78% likely to experience a closure 
between 1995-2003.  However, Tables 6 and 7 also show that the organisational 
effect appears to slightly weaken in wards with densities greater than five for banks 
and three for converted building societies. 

Turning now to the effect of the presence of competitor branches on future closure 
rates, Tables 8 and 9 suggest that the competitive effects are weaker, particularly for 
banks.  Although Table 8 suggests that for wards with nine and 11 or more 
competitor bank branches there was a 38% and 31% respective likelihood of 
subsequent closure, for wards with eight or less competitor branches the effect of 
competition is less clear.  In contrast, Table 9 suggests that there is a stronger 
relationship between the intensity of local competition and closure rates for converted 
building societies.  So, for example, wards with ten or more competitor branches 
were 69% likely to experience closure.  

Having analysed organizational and competitive effects a Poisson Regression 
analysis (Table 10) was carried out to assess the significance of local geo-
demographic characteristics. In 1995, 2436 wards contained 8572 open branches. 
By 2003, 1217 wards had 2211 branches closed; in the same period 147 branches 
were open in 128 wards.  Using twenty three variables the regression analysis 
provided further evidence to suggest that between 1995 and 2003 the geography of 
closure was strongly determined by local geo-demographic characteristics.  There 
was a strong correlation between branch closure and areas that were socially and 
economically disadvantaged, and characterised by above average concentrations of 
ethnic minority groups.  The most significant variables were: people identifying as 
Indian, Pakistani and Bangladeshi (while people identifying as Black African, Black 
Caribbean or Other Black did not emerge as significant); lone parent households with 
dependent children; household spaces that are terraced; household spaces which 
are purpose built; converted and communal building flats; and finally there was also a 
significant correlation between closure and student areas (for detailed definitions of 
variables see Table 11). In general terms these findings support those of the earlier 
project and provide further empirical evidence to suggest that financial infrastructure 
withdrawal disproportionately affects those living in deprived areas.  However, in 
contrast to the 1989-1995 project analysis of organizational and competitive effects, 
and interviews with representatives of financial services firms suggest that the driving 
force of closures for the post-1995 period may have more to do with corporate 
governance structures and efficiency than in the previous period. 



Finally, caution should also be exercised when interpreting these results for at least 
two reasons. First, a model which includes more spatial variables could be 
developed; this was not attempted due to the short nature of the project. Analyses 
which take into account the spatial nature of the branch data can improve the 
understanding of branch closures and openings at the local level. Second, due to 
time limitations the results presented here only refer to bank branches and not 
existing and converted building societies.  

To discuss the findings with leading decision makers, policy makers, consumer 
organizations and representatives of mainstream financial services to determine the 
implications of branch closure for the provision of financial services within Britain. 

A total of 15 interviews were undertaken with representatives of leading retail 
services organisations and industry bodies.  An analysis of the findings of these 
interviews makes it possible to identify at least four processes that have an influence 
on the changing geography of bank and building society branches in Great Britain: 

1.  Corporate governance:  Rates of branch closure are on average higher for 
public limited companies than for mutually owned organisations.  Thus, rates of 
branch closure are higher in banks than in building societies (see Tables 1-3).  One 
interpretation of the faster rate of closure is that public companies are under more 
pressure to make costs savings – which branch closures can deliver – as they are 
driven by the pressure to produce value for shareholders: 

Barclays … have thrown a lot of money at technology in branches, … when I 
go and speak to them they say, ‘Well we’re giving it … 18 months; if it doesn’t 
work, we might have to do something different, because the analysts and the 
media crawling all over our figures and saying you’ve got to get a bigger 
performance’. HSBC are … a global bank, but the UK’s cost income ratio is 
totally out of sync with the rest of the group.  They say they pick up 33% of the 
costs in the UK, but only deliver a 25% of the profit … they’ve got to do 
something about it, which is why they have embarked on a branch closure 
programme.  (Derek French, Chair, Campaign for Community Banking 
Services, Interview, 2005) 

This, some of our respondents argued, led to banks closing not merely branches that 
were losing money, but also branches that were profitable, but just not profitable 
enough.   

Building Societies, meanwhile, are seeking to exploit their organisational structure by 
revaluing their branches and even using them as part of a marketing strategy that 
enables them to be differentiated from banks.  As a representative of the Building 
Society industry put it: 

Building societies are closing branches at a much slower rate than banks.  
[T]he general view amongst building societies is that the branch network is 
valuable for member relations … customers value the personal contact.  That’s 
not universally so but it tends to be the case, that building societies tend to 
keep their branches open for both financial and non-financial reasons.  There 
are some societies who say … it’s a sort of badge of honour that they would 
not close a branch, particularly if it’s the last branch in a community … 
(Interview, 2005) 

2.  Institutional legacy effects:   We have identified a more or less general 
convention within the industry that firms use to assess the performance of branches.  
The performance of branches is continuously assessed, usually as part of a formal 
annual review, and failure to perform initiates a series of interventions.  These range 
from discussions with management, through new investments and/or the installation 
of new management, to the closure of the branch.  In turn, the nature of the 



intervention will depend on the nature of the local market, which is assessed with the 
help of CACI and other GIS tools, and the perceived deficiencies of the branch in 
question.  However, the vigour with which such interventions are pursued varies 
markedly from institution to institution.  As indicated above, the likelihood of closure is 
greater for public limited companies than for building societies.  However, there are 
important exceptions: for example, one leading retail bank insists that it is now 
company policy not to close branches, and has not done so voluntarily since 2000, 
and cross-subsidises branches that fail to cover their costs.  Moreover, there was 
evidence from interviews that, despite the accelerating rate of branch closure since 
1995, that retail financial institutions are beginning to reconsider the value of their 
branches. 

3.  New distribution channels:  The accelerating rate of branch closure after 1995 
was influenced by the normalisation of new distribution channels introduced to the 
retail financial services sector.  The use of the telephone as a distribution channel 
was developed within British retail financial services during the 1980s and became 
normalised during the 1990s.  From the late 1990s onwards, the Internet became an 
additional distribution channel for retail financial products.  Both these developments 
were cited in interviews with key informants in financial services firms as factors 
which not only mitigated any negative social and economic consequences of branch 
closures, but also partly contributed to closures in that it took business away from the 
branch.  However, perhaps the most significant new distribution channel for financial 
services has been the partial integration of the Post Office into the British financial 
services industry.   As part of a campaign against financial exclusion, the government 
marshalled the Universal Banking Agreement with the 16 largest banks and the 
largest building society, which required these institutions to introduce Basic Bank 
Accounts for low income customers.  These accounts provide deposit and cash 
handing – but not overdraft – services.  To facilitate the availability of such accounts 
to poorer communities, particularly those that might have been affected by earlier 
rounds of bank branch closures, such services were made available at Post Offices.  
Moreover, under further government pressure, leading retail banks and building 
societies have signed full distribution deals with the Post Office to provide full counter 
services.  Given that the Post Office still has around 17,000 offices, this considerably 
widens the geographical scope of the retail financial services industry.  However, 
during interviews the deal with the Post Office was cited as a potential factor in 
driving further bank branch closures. As a representative of the British banking 
industry commented: 

It does cost the banks significant amounts of money to make an arrangement 
with the Post Office and so they do it on a competitive basis, where they think 
their customers will really value it.  But you know if I were a bank who had 
made that investment … I’d be looking at my branch network [because] there is 
an obvious read-across there [for potential closures].  (Interview, 2005). 

4.  Policy background:  The rate at which bank and building societies close 
branches is partly influenced by the prevailing policy background.   The election of 
the Labour government in 1997 saw a marked shift in government policy towards 
problems of financial exclusion which had been ignored as a policy issue by the 
previous government.   As part of a broader policy initiative designed to overcome 
social exclusion, a series of Policy Action Teams (PATs) were established to explore 
the policy options available within the retail financial services sphere, culminating in 
the creation of the Financial Inclusion Taskforce.  Policy did not question the right of 
competitive organisations to make decisions, such as branch closure, that were 
justified by ‘market conditions’, but instead sought to put in place safeguards and 
safety nets that would help those individuals and households that would otherwise be 
disadvantaged by the competitive behaviour of retail financial services firms.  This 



explains the implementation of the Universal Banking Agreement and the use of the 
Post Office as a distribution network for Basic Bank Accounts.  However, as argued 
above, there is at least a possibility that government intervention here might actually 
encourage the closure of more bank and building branches.  Moreover, the 
introduction of basic bank accounts might be seen as an institutionalisation of what 
Dymski and Veitch (1996) describe as ‘financial dynamics’; that is,  where funds are 
channelled from poorer to more affluent households and neighbourhoods.  Basic 
bank accounts allow people to pay money into the financial system, but not to draw 
out more than has been deposited.  Users are denied credit through such accounts 
so surplus money deposited through such accounts is available to be recycled to 
borrowers, such as those in middle class suburban areas.  If such funds are used for 
mortgages, household improvement or business ventures, then such financial 
dynamics can lead to the deepening of uneven urban geographies over time.   

 

• Activities 

Papers produced from the research will be presented at the Association of American 
Geographers Conference in Chicago in March 2006, and at the Royal Geographical 
Society Conference in London 2006.    

 

• Outputs 
The project has produced a number of outputs.  A Geographical Information System, 
containing information on the location of bank and building society branches in 1989, 
1995 and 2003.  Due to the delays caused by the data problems in the GIS (see 
problems, above) no written papers have currently been completed.  However, a 
number of papers are currently in preparation.  These include: 

‘The geography of bank and building society branch networks in Great Britain, 1989-
2003’, to be submitted to Transactions of the Institute of British Geographers.   

‘The impact of mergers on the geography of bank branch networks: a case study of 
the creation of Lloyds-TSB and HBOS’, to be submitted to Regional Studies. 

‘The impact of demutualization on the geography of former building society 
networks’, to be submitted to Environment and Planning A 

‘Making matters worse?  A critical review financial exclusion policy initiatives in 
Britain, 1997-2005’, to be submitted to Antipode 

‘The discursive and material erasure of the branch in the British financial system’, to 
be submitted to Progress in Human Geography. 

‘A poisson-based analysis of bank branch closures and openings in Britain, 1995-
2003, to be submitted to Geographical Analysis 

‘Spatial data quality: an assessment of bank branch data, 1989-2003, to be 
submitted to International Journal of Geographical Information Science 

 
We plan to use these papers as the framework for a book on the geographical 
reorganisation of the retail financial services industry in Britain from 1989-2005.   

 

• Impacts 
We anticipate that this research will bring the subject of bank and building society 
branch closure back to public and policy attention.   As indicated earlier, the earlier 



research project upon which this research is based generated considerable media 
attention during the late-1990s, and was incorporated into the policy deliberations 
around financial exclusion in the period after 1997.   We would hope that this 
research will have similar outcomes.   

• Future research priorities 
The research has generated at least two areas that would reward further 
investigation.  These include: 

(i) The geography of Post Offices and ATMs:  We will seek funding to build a 
comparable GIS for Post Offices branches and ATMs.  The Post Office has become 
a significant financial distribution channel.  In addition to servicing Basic Bank 
Accounts for the 16 largest banks and the largest Building Society, the Post Office 
has signed a deal to provide counter services for current accounts for three of the 
largest banks.  This has enabled the banking industry to downplay the impact of 
branch closures due to the large number of Post Offices through which their 
customers can their access services.  However, the government’s requirement that it 
be commercially successful means that the Post Office has also embarked upon a 
branch closure programme.  The geography of this closure programme, and its 
impacts upon local communities, deserves investigation.   Meanwhile, the number of 
ATMs in Britain has grown, although there has been recent concern that the largest 
share of this growth has been caused by new entrants to the market who charge fees 
for the use of their machines.  A 2005 Treasury Select Committee report concluded 
that the growth of fee-paying ATMs had led to customers being charged £140 million 
per annum to access their own money.  The research team has already established a 
relationship with LINK, the company that administers ATMs on behalf of the banks 
and building societies, and they would be approached for data to conduct a 
comprehensive analysis of the changing geography of ATMs.   

(ii) A qualitative analysis of customer use of bank branches.  While financial 
services firms now have access to a wide range of quantitative metrics on the 
activities of branches, it emerged from interviews that in some cases these data do 
not always enable them to predict the performance of branches.  In some cases, 
senior management have resorted to undertaking ‘field-visits’ to attempt to 
understand why some branches fail to perform given its location and the geo-
demographic context in which it operates.  We envisage a project, formulated in 
conjunction with the retail financial services industry that would adopt an 
anthropological approach to consumer use of branches. 
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Table 1:  Branch networks of building societies, 1989-2003 (ranked by assets) 
 

Building 
Society 

Branches Change (%) 

 1989 1995 2003 1989-
1995 

1995-
2003 

1989-
2003 

Nationwide 871 691 663 -20.7 -4.1 -23.9 

Britannia 253 206 182 -18.6 -11.7 -28.1 

Yorkshire 144 132 122 -8.3 -7.6 -15.3 

Portman 48 66 * 89 ** 37.5 34.8 85.4 

Skipton 56 64 73 14.3 14.1 30.4 

Leeds & 
Holbeck 

73 77 56 5.5 -27.3 -23.3 

Derbyshire 60 64 53 6.7 -17.2 -11.7 

Coventry 64 59 49 -7.8 -16.9 -23.4 

West 
Bromwich 

79 58 49 -26.6 -15.5 -38.0 

Chelsea 51 47 32 -7.8 -31.9 -37.3 

Total 1,699 1,464 1,368 -13.8 -6.6 -19.5 

* Includes Regency and West of England BS branches 

** Includes Staffordshire BS branches 



Table 2:  Branch networks of UK banks, 1989-2003 
 

Bank Branches Change (%) 

 1989 1995 2003 1989-
1995 

1995-
2003 

1989-
2003 

Barclays 2,645 2,050 1,681 -22.5 -18.0 -36.4 

HBOS 527* 1,494 1,105 - -26.0 - 

HSBC 2,042 1,701 1,587 -16.7 -6.7 -22.3 

Lloyds TSB 3,722 2,858 2,031 -23.2 -28.9 -45.4 

National 
Westminster 

2,997 2,215 1,634 -26.1 -26.2 -45.5 

Royal Bank 
of Scotland 

842 687 643 -18.4 -6.4 -23.6 

Total 12,775 11,005 8,681 -13.9* -21.1 -32.0 

* Does not include Halifax branches 

 



  

Table 3:  Branch networks of organisations converting to PLCs, 1989-2003 
 

Organisation Conversion 
to PLC 

Branches Change (%) 

  1989 1995 2003 1989-
1995 

1995-
2003 

1989-
2003 

Abbey National 1989 648 647 732 -0.2 13.1 13.0 

Alliance & 
Leicester 

1997 393 372 284 -5.3 -23.7 -27.7 

Birmingham 
Midshires 

1999 133 134 65 0.8 -51.5 -51.1 

Bradford & Bingley 2000 251 244 211 -2.8 -13.5 -15.9 

Bristol & West 1997 175 148 98 -15.4 -33.8 -44.0 

Cheltenham & 
Gloucester 

1995 170 206 204 21.2 -1.0 20.0 

Halifax 1997 732 693 669 -5.3 -3.5 -8.6 

National & 
Provincial* 

1996 311 312 n.a. 0.3 n.a. n.a. 

Northern Rock 1997 130 129 56 -0.8 -56.6 -56.9 

Woolwich 
Equitable 

1997 530 463 383 -12.6 -17.3 -27.7 

Total  3,473 3,348 2,702 -3.6 -19.3 -22.2 

* 1995-2004 figures included with Abbey National following merger.   



Table 4: ONS geo-demographic area classifications. 
 

‘Supergroup’  
 
 

‘Supergrou
p’ number 

 
 

Groups Subgroup 
 

 

 
% of UK 

Populatio
n 

Industrial Hinterlands 1 Industrial Areas Industrial Areas A 4.7% 

   Industrial Areas B 6.2% 

  
Out of Town 

Housing 
Out of Town Housing A 4% 

   Out of Town Housing B 4.6% 

Traditional 
Manufacturing 2 Built-up 

Manufacturing 
Built-up Manufacturing 4% 

  
Transitional 
Economies 

Transitional Economies 
A 

4.3% 

  
 Transitional Economies 

B 
3.3% 

Built-up Areas 3 Built-up Areas Built-up Areas A 1.7% 

   Built-up Areas B 1.6% 

Prospering 
Metropolitan 4 

Prospering 
Metropolitan 

Prospering Metropolitan 
A 

2.8% 

  
 Prospering Metropolitan 

B 
0.91% 

Student Communities 5 
Student 

Communities Student Communities A 
1.1% 

   Student Communities B 3.4% 

   Student Communities C 0.4% 

Multicultural 
Metropolitan 6 Multicultural Areas Multicultural Areas 3.1% 

  
Inner City 

Multicultural 
Inner City Multicultural 3.6% 

Suburbs and Small 
Towns 7 Suburbs Suburbs A 7.8% 

   Suburbs B 6.4% 

  
Prospering 

Suburbs Prospering Suburbs 
3.5% 

  Commuter Suburbs Commuter Suburbs A 5.5% 

   Commuter Suburbs B 4.4% 

Coastal and 
Countryside 8 

Countryside Countryside A 2.5% 

   Countryside B 4.5% 



  
Senior 

Communities 
Senior Communities 2.7% 

  
Out of Town 

Manufacturing 
Out of Town 

Manufacturing 
6.8% 

  
Northern Ireland 

Countryside 
Northern Ireland 

Countryside 
0.91% 

Accessible 
Countryside 9 

Accessible 
Countryside 

Accessible Countryside 5.1% 

 
Source: ONS (2005) 
 



Table 5: Branch closure rates by ‘Supergroup’ area. 
 

‘Supergroup’ name 
‘Supergrou
p’ number 

Number of 
wards in 

‘Supergrou
p’ 

Branch 
closure 
(1995-
2003) 

Total 
branches 

(1995) 

Closure rate 
for each 

‘Supergroup’ 

Industrial Hinterlands 1 1612 302 1339 22.55 

Traditional Manufacturing 2 948 324 1169 27.71 

Built-up Areas 3 378 319 1191 26.78 

Prospering Metropolitan 4 233 272 912 29.82 

Student Communities 5 358 315 1176 26.78 

Multicultural Metropolitan 6 320 198 659 30.04 

Suburbs and Small 
Towns 7 2785 414 1850 22.37 

Coastal and Countryside 8 2413 345 1852 18.62 

Accessible Countryside 9 953 32 125 25.6 

Mean  10000 2521 10273 24.54 
 



Table 6: Analysis of organisational effects on bank branch closure (1995-2003). 
 

NUMBER OF OWN 
BRANCHES IN 
WARD (1995) 

CLOSURE RATE  
(1995-2003) 

1 13% 
2 29% 
3 37% 
4 39% 
5 46% 
6 37% 
7 40% 
8 41% 
9 38% 

10 or more 36% 
 
Table 7: Analysis of organisational effects on converted building society 
branch closures (1995-2004). 
 
 

NUMBER OF OWN 
BRANCHES IN 
WARD (1995) 

CLOSURE RATE 
(1995-2004) 

0 - 
1 29% 
2 63% 
3 78% 

4 or more 70% 
 
 



Table 8: Analysis of competitive effects on bank branch closure (1995-2003). 
 

NUMBER OF 
COMPETITOR 
BRANCHES IN 

WARD  
(1995) 

CLOSURE RATE  
(1995-2003) 

1 23% 
2 18% 
3 22% 
4 21% 
5 22% 
6 23% 
7 25% 
8 26% 
9 38% 

10 22% 
11 or more 31% 

 
Table 9: Analysis of competitive effects on converted building society branch 
closures (1995-2004). 
 
 

NUMBER OF 
COMPETITOR 
BRANCHES IN 
WARD (1995) 

CLOSURE RATE  
(1995-2004) 

1 31% 
2 31% 
3 30% 
4 30% 
5 36% 
6 43% 
7 25% 
8 41% 
9 48% 

10 or more 69% 
 



Table 10: Poisson Regression Analysis of bank branch closures (1995-2003)  
 
Variables IRR  

Total branches open in 1995 0.405* (0.003)

Total people 2001 1.000 (0.000)

Total households 2001 1.000 (0.000)

Urban/rural 1.001 (0.150)

Percentage of resident population aged over 65 0.908* (0.725)

Percentage of people identifying as Indian, Pakistani or Bangladeshi  4.415* (1.564)

Percentage of people identifying as Black African, Black Caribbean 
or Other Black 0.541 (0.245)

Population density 1.527 (0.576)

Percentage of households with one person who is not a pensioner  0.176 (0.152)

Percentage of households which are single pensioner households  1.152 (0.686)

Percentage of households which are lone parent households with 
dependent children  25.385* (19.424)

Percent of households that are public sector rented accommodation  0.360* (0.104)

Percent of all household spaces which are terraced  1.896** (0.420)

Percent of all household spaces which are detached 0.472*** (0.165)

Percent of all household spaces which are purpose built, converted 
and communal building flats  2.783** (1.076)

Percent of occupied household spaces without central heating  0.774 (0.209)

Average household size 0.068** (0.054)

Average number of people per room 0.453 (0.293)

Percentage of working age population with limiting long term illness  2.901 (2.278)

Percent of people aged 16-74 who are students  3.959* (1.409)

Percent of economically active people aged 16-74 who are 
unemployed  1.416 (0.580)

Percentage of the unemployed who are long-term unemployed  0.749 (0.226)

Percentage of economically active men aged 16-74 who work part 
time  2.090 (0.977)

   

Observations 2445  

Log pseudolikelihood -2667.5359  

Wald Test 102065  

 

Notes: 

Robust standard errors are reported in parentheses. Significant coefficients are indicated by 
*,**,*** , for significance at the 1%, 5% and 10% level, respectively. 

 



Table 11:  Regression variable definitions. 
 

VARIABLE DEFINITION 
Age 0 - 4 percentage of resident population aged 0-4  
Age 5 -14 percentage of resident population aged 5-14  

Age 25 - 44 
percentage of resident 
population aged 25-44  

Age 45 - 64 percentage of resident population aged 45-64 
Age 65-over percentage of resident population aged over 65 
Indian/Pakistani/Bangladeshi percentage of people identifying as Indian, Pakistani or Bangladeshi  

Black 
percentage of people identifying as Black African, Black Caribbean or 
Other Black (1)  

Not born in UK percentage of people not born in the UK  
Population density number of people per hectare  

Separated/divorced 
percent of residents over 16 who are not living in a couple and are 
separated or divorced (2) 

Single person household percentage of households with one person who is not a pensioner  
Single pensioner household percentage of households which are single pensioner households  

Lone parent household 
percentage of households which are lone parent households with 
dependent children  

Two adult no children 
household 

percentage of households which are cohabiting or married couple 
households with no children 

Households with non-
dependent children 

percentage of households comprising one family and no others with 
non-dependent children living with their parents 

Rent (public) percent of households that are public sector rented accommodation  
Rent (private) percent of households that are private/other rented accommodation  
Terraced percent of all household spaces which are terraced  
Detached percent of all household spaces which are detached  

Flats 
percent of all household spaces which are purpose built, converted 
and communal building flats  

No central heating percent of occupied household spaces without central heating  
Rooms per household average household size 
People per room average number of people per room 

HE qualifications 
percent of people aged between 16 - 74 with a higher education 
qualification  

Routine occupation 
percent of people aged 16-74 in employment working in routine or 
semi-routine occupations 

Two or more car household percent of households with 2 or more cars  

Public transport 
percent of people aged 16-74 in employment usually travel to work 
by public transport (3)  

Work from home 
percent of people aged 16-74 in employment who work mainly from 
home  

Limiting long-term illness 
percentage of working age population with limiting long term illness 
(8)  

Provide unpaid care percent of people who provide unpaid care (7) 
Students percent of people aged 16-74 who are students (4) 

Unemployed 
percent of economically active people aged 16-74 who are 
unemployed  

Long term unemployment percentage of the unemployed who are long-term unemployed (5) 

Men working part-time 
percentage of economically active men aged 16-74 who work part 
time (6)  

Economically inactive women 
looking after family 

percentage of economically inactive women aged 16-74 who are 
looking after the home 

Women working part-time percentage of economically active women aged 16-74 who work part 



time (6)  

Agriculture/fishing 
percent of all people aged 16-74 in employment working in 
agriculture and fishing 

Mining/quarrying/construction
percent of all people aged 16-74 in employment working in mining, 
quarrying and construction  

Manufacturing 
percent of all people aged 16-74 in employment working in 
manufacturing  

Hotel & catering 
percent of all people aged 16-74 in employment working in hotel and 
catering  

Health/social work 
percent of all people aged 16-74 in employment working in health 
and social work 

Finance 
percent of all people aged 16-74 in employment working in financial 
intermediation  

Wholesale/retail 
percent of all people aged 16-74 in employment working in 
wholesale/retail trade  

  
  
Footnotes  
(1) includes Scottish Black for Scottish Unitary Authorities 
(2) from KS03   
(3) for Scottish Unitary Authorities this is percent of residents usually travel to work or place of study 
by public transport 
(4) This includes economically active full time students and economically inactive students 
(5) Unemployed since 1999 
or earlier   
(6) Part-time is defined as working less than 30 hours a week 
(7) Provides at least one hour a week of unpaid care 
(8) working age is 16-64 for men and 16-59 for women 

 
Source: ONS (2005). 
 



 
Figure 1:  HSBC branch, Ogmore Vale, South Wales; closed July 2005 
 

 
 
 
(Photograph:  Andrew Leyshon) 
 



Figure 2:  Closure notice, and advice on nearest HSBC branch office, Ogmore 
Vale, 2005 
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Figure 3. 
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