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Globalisation and Banking

Globalisation has enhanced economic integration between 
nations due to liberalisation of international trade and freer 
capital flows.

The banking and finance sectors have been integral to the 
process of globalisation.

Economic changes associated with globalisation have created 
new jobs in some categories but resulted in losses in others.

The Global Financial Crisis (GFC) highlighted the vulnerability of 
employment in banking and other related sectors.  
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The GERAB Project

It has examined the impact of globalisation on employment 
relations in autos and banking in a range of countries over 
the past decade.

It has used the Varieties of Capitalism (VoC) approach to 
examine the impact of globalisation on different forms of 
market economies.

It examined a range of HR and IR issues in the two sectors 
including: work organisation, skill formation, pay systems, job 
security and enterprise governance. 
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Varieties of Capitalism (VoC)

Hall and Soskice (2001) developed a firm-centric theory of 
comparative institutional advantage and identified two 
contrasting forms of capitalism.

Liberal Market Economies (LMEs) are characterised by well-
developed capital markets and ‘outsider’ forms of corporate 
governance, rely more on market mechanisms and contracts for 
coordination, and have less long-term commitment to employees 
by employers.

Co-ordinated Market Economies (CMEs) have more ‘insider’
forms of corporate governance and ‘patient’ forms of capitalism, 
rely more on non-market, institutional mechanisms for 
coordination and generally have long-term commitments to 
employees.  
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Varieties of Capitalism (continued)

LMEs are exemplified by Anglo-Saxon countries (e.g. USA, UK, 
Australia) while CMEs are exemplified by Germany and the 
Nordic countries. 

Critics of VoC have argued that its categories apply to a limited 
number of advanced market economies, it is too simplistic and 
obscures some important differences between countries in each 
category.

The GERAB project included some emerging Asian economies 
which do not easily fit into either LMEs or CMEs i.e. South Korea 
and China.  
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Global Influences on Banking 
and Financial Services

The global financial system has become increasingly volatile and
unpredictable with the spread of ‘financial contagion’.

Major banks increasingly align their strategies and control 
functions with the expectations of financial markets – known as 
‘financialisation’.

Dispersed computer networks make it easier to decentralise back 
office functions away from head office.

Some banking activities have been relocated off-shore to lower 
cost countries (e.g. Deutsche Bank moved half of its back office
jobs to India by 2009). 
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Some Changing Characteristics of Retail Banking  

It has been subject to changes and restructuring at both national 
and international levels so that current organisational structures 
and management models differ from the past. 

A ‘lean banking’ model has emerged around the world 
characterised by:

Segmentation of product structures and customer groups
Reduction of branch networks
Centralisation and outsourcing of back office functions
Extension of opening hours
Introduction of more flexible deployment of employees
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Retail Banking in the USA

The financial crisis of 2009 was rooted in mortgage lending, 
including by some retail banks, and amplified by the effects of 
various speculative activities.

The Troubled Asset Relief Program (TARP or ‘bailout’) was 
concentrated among larger banks which covered investment and 
brokerage – as well as retail.

While most retail banking in the USA is focused on the local 
operations there has been a growing concentration – with the 10 
largest banks controlling over 50% of total assets (compared with 
29% in 1995). 
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Retail Banking in the USA (continued)

While employment in banking has remained relatively stable for 
the past 20 years, job security has been eroded by mergers and 
deregulation in the industry.

There has been a shift from service to sales work (‘tellers’ to 
‘sellers’) a growth in call centre jobs and a reduction in ‘back 
office’ jobs.

The lack of union penetration of banks has meant that 
management is able to implement change with little requirement 
for consultation or negotiation. 
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Retail Banking in Australia

Retail banking in Australia survived the GFC due to strong 
government support for ‘the four pillars’ policy that protected 
local lenders and prohibited mergers.

But the past 2 decades saw the closure of many branches and 
reduction of bank employees – by 25% in the past decade.

Employee relations has been progressively decentralised and 
union density has declined markedly to 16%.

‘Lean banking’ has been accompanied by outsourcing of 
banking functions to customers (e.g. ATMs, EFTPOS) as well as 
the growth in casual and part-time jobs at the expense of full-
time positions. 
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Retail Banking in Germany

Although German banks have reduced employment in recent years, 
layoffs and closures have been moderated by the co-determination 
system.

Banks have outsourced and transferred ‘non core’ activities (less 
than 10%) to other parts of the service sector which have lower 
wage rates and more flexible working time arrangements. 

Performance based pay has been introduced but the percentage of 
wages ‘at risk’ is specified in collective agreements and influenced 
by views of works councils. 

Bifurcation of skills levels as bank jobs increasingly segmented e.g. 
into front and back office functions.

But a more coordinated approach is evident to wages and 
conditions compared with other countries. 
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Retail Banking in South Korea

The 1997 ‘Asian Crisis’ forced radical structural adjustment by 
Korean banks: mergers and consolidation resulted in 3 banks 
with 55% of total market share.

Massive injection of funds by government and growth in foreign 
ownership after 1997.

Total number of employees markedly declined despite union 
resistance after 1997 but increased again during the 2000s.

Significant growth in ‘irregular’ or ‘contingent’ workers with 
lower wages and less security.

Unions have tended to concentrate their activities and 
representation of the regular workers – who are in relative 
decline.
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Retail Banking in China

Major transition from the ‘one bank’ system to a growing 
number of joint-equity banks.

Significant reduction in bank employees in the past decade 
within the state owned banks and hiring of temporary 
employees by the new banks.

There have been some protests by bank employees against 
workforce reduction and replacement of regular workers by 
temporary employment.

Increasing use of labour hire companies to provide greater 
flexibility for bank employers but lower wages and working 
conditions for temporary workers. 
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Future Scenarios for Global Banking

I. A Worst Case Scenario: Divided Economies
A new financial crisis caused by rising default rates, over-
burdened public budgets and bank liquidations. 

II. A Status-Quo Scenario: The Past becomes the Future
No major reform of the financial system occurs – only minor 
regulatory adjustments. The old crisis is unresolved. 

III. A New World Order for Financial Markets
Fundamental reform of the world financial system is 
undertaken. But it will involve a long and difficult period of 
transition. 

Source: The European Foundation, 2010



Conclusions 

Retail banking has been affected by globalisation in a variety 
of ways – both similarities and differences – between and 
within countries.

Changes in employment relations are due to complex 
interactions between a range of factors including: market 
conditions, organisational structures, forms of interest 
representation and government regulations.

There is considerable variation between banks within and 
between the LMEs, CMEs and AMEs in our study.

Australia has fared better than the USA in terms of 
employment in banking despite both being LMEs – due to 
stronger economic performance, union influence and 
government intervention. 
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Conclusions (continued)

German and South Korean banks have successfully 
negotiated the transition to more flexible employment 
arrangements despite having different types of market 
economies and labour market institutions.
However, in all of the countries in our study there is a 
trend towards a greater diversity of employment 
arrangements with an increasingly large proportion of 
contingent workers whose jobs are less secure.
The study has demonstrated the interaction between 
markets and institutions in shaping how economies 
adapt to globalisation. 
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Conclusions (continued)

The role of social dialogue has been important in 
those countries in which employees have been 
provided with a voice and influence in how banks have 
adapted to the global pressures on employment 
relations and other aspects of their operations.  
Social dialogue will continue to play a key role in 
determining how the social partners adapt to future 
scenarios for global banking. 


