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CONFIDENTIAL

10 DOWNING STREET
LONDON SWIA 144

From tive Private Secretary l1 September 1989

Lp AND 2p COINS

The Prime Minister was grateful for
the Chancellor's minute of B September.
She 1s content with the proposal being put
to Her Majesty for a change te the lp and
Z2p coins being made of copper plated steel
rather than traditional bronze. She has
notad that the decision on the timing of
the change would not be made before consultation
with interested parties.

(PAUL GRAY)

John Gieve, Esqg
HM Treasury.
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I am considering proposals that in future UK 1lp and 2p coins be
made of copper plated steel rather than traditional bronze.

———— === ———— e

2 The cost of producing these coins in bronze now axceads their
.

face value: clearly an undesirable state of affairs. The— Royal

._,--—'—'_'_-'r

Mint has the expertise to produce cheaper, copper plated steel

coins. Subject to the views of Her Majesty the Queen to whom I

will write separately; I propose that such Sbhins be introduced.
_— e —

The plated coins would have the same diameter as the bronge coina

and the sama weight would be maintained by making the new coins

slightly thicker. 1 attach samples of both bronze and copper
plated coins. As the dimensions of the coins would be largely
unchanged the bronze coins already in circulation would not be

replaced, but eirculate together with the copper plated coins.
i ig il Rt )

—

3. The Royal Mint would bea able to produce copper plated

lp coins from January 1991, and copper plated 2p coins from
o R o —

January 1992; but a decision on the timing of the change would not

be made before consultation with interested parties.

[N.L. ]
8 September 1989
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THE ROYAL MINT: PAMPHLET ON POSSIBLE CHANGES TO THE UK

COTINAGE AND THE LAUNCH OF "THE BRITANNIA®

At the Trial of the Pyx in May I announced that the Royal Mint

were to izsue a pamphlet with scome options for changing the UE
coinage. Publication was delayed by the Em

Mint now plan to publish the pamphlet on 15 July. I attach a

copy of the latest proof. (There are some minor editing

changes still to be made to the pamphlet, and the picture in
the centre showing the options tested will be in colour.) As
I [foreshadowed 1in my ?EEEEFJin Mav, the pamphlet concludes
that the practical choice lies between leaving the coins as
they are or Iintroducing smaller 5Sp and 1ﬂp coins. The
pamphlet invites comments he#_}e we decide whether to make any
change. If we do decide to go ahead, the Sp would be replaced
first, probably in 1989, and the 10p a year or two later.

On a separate matter to do with the eoinage, I announced
earlier this wvear that the Mint would start marketing a
one-ounce gold bullion coin - the Britannia - this autumn.

The main markets for the Britannia will be overseas, where
they will be competing with similar gold coins from other

countries, such as the Ametican Eagle, the Canadian Maple Leaf

and the Australian Hugé%t‘ The Mint already have & very

creditable record in export sales and have Jjust won their
fourth Queen's Award for Export. MWevertheleas, if they are to
suceed with the Britannia it will be important to get the
gales drive off tn'EﬂEgglly succegsful start. The Mint have

it in mind to begin their cempaign by unveiling the design

ELLORE OF THE EXCHEQUER TREASLIEY SilBERS PakLIAasENT - STREL] LN EMAtE 0




{(which the Queen recently approved] at a reception for the

London gold market, the organisations helping to promote the
Britannia in the UK, their agents in Europe, the Far East and

the United States, and the media. I know how busy yvou are; but
if this somewhat unusual occasion appeals to you it would give
a tremendous boost to the launch if you voureelf were to
ugyeil the design, probably at a short ceremony in London
around the end of September. =)
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& ABOUT THIS PAMPHLET

This pamphlct has been produced by the Roval Mint. [T describes some
possible changes to the coinage: Although many people fec] that our
existing coinage is too heavy and that it may be sensible to replace some
of out coins with lighter and smaller versions, it should be cmphasised
that no decision has yet been taken on which coins, if any, should be
replaced. The possibilities are discussed in the following pages. The
purpose of this pamphlet is o encourage all interested parties from
industey and commerce, as well as from the general public, including the
blind , 1o express their views, Comments on the proposals sctout in this
pamphlet should be sent 10 the Board Secretary. Roval Mint, Llantrisant,
Pontyclun, 3wl Glam. CET 8YT.

The pamphilet incorporates soeme of the results of research by the
Department of Psvchology of the LTniversitv of Nottingham into the
;,I_l‘_'«lh'.,_lr of mchwaduals o digin gumh Berween different coans I'::. ~.|_|5I1I Anvdl
touch. The relevant sections of the pamphlel have been prepared after
consultation with the authors of the research; they will be publshing their
detailed results in the academic press

luly 1987




Changes in the coinage always arouse strong feclings. 15.'!:1'1.15. art., . sood system must have . . .
after all, universally familiar and purt of everyone's daily life. Suc : . N
changes are, therefore, never taken lightly, But they are sometimes 3. Although opinions on the subject can differ widely. 2 go
needed. One major reason for change has been the effects of coinage system should at least satisfy the following requirements:—
inflation over the vears: the structure of our present connages was
largely established at the time of decimalisation, before the rapid Individual coins should hli-:!uj't'd-.:lllj" ri|‘-1|nE_u-..I;:3hI¢ ::r.-rlnﬁj ]
inflation of the 1970°. Other important reasons why changes are ;.uleuzi iy an::l I:w] r.r_'u.::-lzh (1 ; lem::n:lr'ldn[ i the dark and for
sometimes nocded are long term movements in the price of metals. lind or ather handicapped poapie. |
and developments in coin usage (particularly in coin-operated L
machines), And as new coins are added over the years, old ones Coins should command reapect. This is an abstract concept

P = < R | o ¥ . ~ St B
hive (o be withdrawn to keep the number of different bt i, design and '-JNTE'-F':“""“F" of the metal are ell
considerations here; excessively light alloys such as those made
with aluminium, and coins with koles in the middle, are not

popular,

denominations &t a manageable level, and to keep the overall
'n".'I:']Eh I 0w,

At the same time, coins should be not too large and not too
heavy. Heavy coins tend to make holes in the ordinary user’s
pocket; they inconvenience those, such asmilkmen, who carry
around large quantities; and they add extra trunsport and
seciirity costs for bulk handlers like banks and supermarkets.
Anything larger than the present 50p (30mm] is generally
considered too big, But nor should coins be too small: the old

The ehjeetive of eny indvidual change should be o produce

a coinage system which is convenient (o wse, which is logical (L.
which relates face value to size within each metallic range) and
which is ¢apable of lurther development.

silver 3d {approximately 16mm diameter) — not issued fSince F‘
the last war}™ and the Lop widksdsawialibo snd-of-t064

faround 17mmiwere often criticised o !ml RCOTE, 3 ﬁgﬂ
g e o ds &) 9,

A coinage svatem should be casily undrrhtuud, in particular (o
help these such as tourisis, and the elderly.

Coins have o be made 20 that they cannat easily be
counterfeited! Sophisticated alloys, intricate designs and
claborate edges may be needed.

Production and distribution costs should be kept 1o a minimum.

Coins should be surtable for use m meters and '-'rnd:inhr
machines




Constraints on change

4.

There are now more than 14,88 million coms inarcalaton. [
would not be practicable to design a completely new system, build
up & stock of new coins and then rapidly replace all the old coins
with new. The public would be confused, and the costs would be
cxcessive. S0 any chenge must involve phasing pacticular coing in
and out of circulation, while avoiding confusion between old and
MCw Coins.

Size shons’ for new coins have to be found. As a general rule there
ought 10 be & mummum difference of Imm n the diameter of
otherwise similar ¢oing in order toensure that it is casy o distinguish
between them. Coins of the same or similar diameter can co-cxist
provided they are different in ather respects, particularly in
thickncss, colour and shape.

Additionzl coins tend to add to the weight of the overall svstem
When a new coin is added, another should ideally be dropped so
that the coinage does not become too heavy.,

To suit vending machines, coins must roll 2asily and be
sufficiently heavy to make the machines waork, This rules out many
shapes —such as square or triangular — end many alloys — such as
those of aluminiom.

Decimalisation and after

B.

Decimalisation in 1971 was & watershed in the hustory of the

UK coinage, marking the beginning of a new system which to this
day is not vet Mully complete. The Yep, 1p, 2p and 50p were new at
the time, but the sizes of the old pre-decimal one shilling and o
shilling (florin)} coins were retained for the new Sp and 10p
denominations — and old shillings and flonns continued n
circulation, This was done to gvoid the confusion wihich woukd have
been caused by a completely new sct of coins.

By the end of the 19707s the new coinage had become unsatisfactory
in a number of ways. The existing range of coing appeared
inadequate, There was strong evidence that & 20p or 25p coin was
needed between the 10p and Hp. And, a5 a result of past milation,
1 £1 coin was becoming increasimgly necessary,

Furthermore, asurvey in 1979 indicated that the coinage was widely
regarded as being much too heavy, This was mainly due (o the fad
that, tradwtionally, coins of the same alloy had alwavs been weight

related. That is to say the 2p was twice as heavy as the Ip, and the

10p twice the weight of the 5p. The intraduction of the 50p n 1965
had also added sigmificantly to the average weight of a pocketful of
coins.

need for change

The 20p and £1 coins were accordingly introduced in 1982 and 1983
respectively. The small 20p was mieant Lo serve [wo purposes. First,
it bridged the pap between the 10p and 50p, and second, it
substantiaily reduced the pverage weight of 8 handfnl of change by
dizplacing twolarge, heavy 10p coins. In their size and shape both
the 20p and £1 coios broke new ground, primarily because there was
no size “slor’” for the 20p between the 10p and 3lp, and becauze a
£1 coan larger than the existing 30p would have been oo heavy,

However, surveys show that people still consider the coinage system
untidy and. a= a whole, too heavy. The 1l and Spcoims are the
obwvious targets for chanee. Both are weight related. which is costly
and no lenger necessary, and both afsedT out of series with the
more recent 3ip and 20p coins,
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Background to recent research

13.

History shows that the public in the United Kingdom usually
dizlikes the introduction of new coins. Neither the 20p nor the £1
wis immediately popular, though the former became so fairly
guickly. The $0p when introdeced in [%Y cansed such a furore that
attempis were made in Parliament o have it withdrawn. Such
attitudes change quite markedly over timve, and it 8 very likely that
if steps were now taken to change the 50p coin there would be
similar public resistance. Nevertheless, public opinion ar the nime of
a change is clearly important.

This is why, before any decision was taken to isue 20p and £1
coins, the Foyal Mint commissioned the University of Mottingham
to undertake a research programme to s¢¢ how ¢asy it was to
distinguish berween different sizes and shapes of coins, Asa resule
of this research both the 20p and £1 coins were provided with
features to make them easier for the blind to identify.

When the research was completed, the Foval Mint published ;
pamphlet in January 1981, *Proposals for a £1 Coin and a 2{p
Coin”, This was wsed as a basis for consuliations, belore the
Government ook a decision on the precise specifications of the
proposed ooins.,

After the new 20p and £1 coin had been issued, the University of
Mottingham was invited to undertake a second phase of research
into a series of options for further possible changes in the UK

LA,

ql"he options
7. Four possible options were explored. These are illustrated (on the

centre pages). Options 1. 2 and 3 all featured a new 10p coin very
similar to the old sixpence, with a choice of three specifications for
a new Sprin Option 1, a white coin somewhat smaller than the old
sixpence; in Option 2, a bronze coin slightly smaller than the 2p

| which would require the present 2p to be withdrawn from
circulation }; in Option 3, a vellow coin stmilar 1o the old mult-sided
3d but smaller. In Opfion 4, however, it was the 5p which was
replaced by a coin similar (o the old sixpence and the 10p by a coin
slightly larger than the current Sp. Options 1, 2 and 3 provided for
a new 3p, circular and a lirtle smaller in size than the existing 2p,
while option 4 left the 50p as it 15,

The Roval Mint commizssioned a survey of public opinion on thess
oplions, Thiz was done by a London based market reszarch
company, Some 2400 adults throughout Great Britain were
guestioned.

Results of the survey

17.

Although, predictably, only a minority of those questioned were in
favour of change, when they were asked 1o choose berwesn the four
options for the Sp and 10p, Option 4 was clearly the most popular.
2% did not express a preference, but, of those who did, the choices
WErD:

Option 1 7%

Option 2 26%

Crpteom 3 23%

Cption 4 447%

While it is morcoften suggested that our coinage, taken collectively.
15 o heavy, the survey revealed that people tend to prefer
imchividioal coms (o be reasonably large, Thus, when initially esked
whether it would be a good or bad idea toreplace large, heavy coins
with smaller, lighter ones, 3% percent thowght it a badideaand only
29 per cont & good idea. More specifically, when asked if the S0p
should be reduced in size, 69 per cent thought this a bad idea.




Diserimination Research . “.nm:lunn

21. Asbefore the introduction of the £1 and 20p coins, the Mottingham 25, The opinion survey shows that of the four options, number 4 is

reseqirehers looked into the ease with which the coinsin each of the
four options could be told apart, The technical term for this is
discriminanon.

Their studies used simple coin handling tasks undertaken in varying
conditions by different groups of people. The handling tasks
included sorting out mixtures of coins, and scarching for speahed
tarpet coins in purses or pockets, The speed of sorting or searching
and the number of ¢rrors provided measures of relative difficalty,
with the speed and error rate for handling the existing coinage
system also being measured for comparison. In most of the work
valunteers from the general public were tested. Two tests were
conducted with elderly residents in sheltered accommodation and
one with & sample of blind pecple who relied solely on touch when
handling money. Blind people clearly have particular difficulcy in
identifying a coin in iselation.

The research indicated that replacing the S0p witha smaller citcular
conm, asinoplions 1, 2 and 3, would not improve discrimination and
could introduce confusion between the new 50p and other coins,
The research team also concluded that, if new Spand 10p coins were
to b introduced, it would be preferable to replace the Sp before the
10p.

The main conclasion of the discnmination study was that none of
the four options for the 5p and 10p posed significant problems.
Indeed, for a first stage involving the replacement of the 3p only, all
the options were found to be more satisfactory than the present
coinage. No significant problems of discrimination were evidem
even if both Sp and 10p were changed srmultansgously

clearly the most attractive. It retains the 50p coin, vel congiderably
reduces the overall weight of the coinage. Tests showed that none

of the options for the Sp and 10p would make it any harder to tell
different coins apart.

The choiee therefore appears to lie between retaining the existing
range of coins-and moving aover to Option 4, The survey found thar
the proposed new Spoin Option 4 was very satisfactory. The only
pl.'lﬁﬁih]ﬂ' i ablem with this -f'l:'![il.‘:n was & polen tsal conluzion betwesn
the propased 10p and the £1 coin, but 5 way round this has now been
found by slightly modifying the specification for the 10p. If option 4
were chosen, the 3p would be replaced before the 10p

Belore any decision 15 tuken, il will be necessary (0 establish
whether the chunges would lead to savings or increased costs in
maintaining the coinage in good order; and what henefits or
disadvantages there would be for bulk users of coins such as banks,
the vending industry, fransport undertakings, and people like
milkmen who have to carry large quantities of coins, Comments
from groups such as these, as well as from individuals, would
therefore be welcome as part of the consultation process.
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Further to recent correspondence between the Mastep
of the AHni ead the Prime Minister, enclosed is a self-
explanatory press release on the new bullion coin,

the "Eritannia™.

The announcement will be in the form of & written
Parliamentary Question to the Chancellor of the
Exchequer, for answer on 11 March.
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NEW UNITED EKINGDOM GOLD BULLION COIN

THE BRITANNIA

The Chancellor of the Excheguer and Master of the Mint,
The Rt Hon Nigel Lawson MP, made the follawing statement
today in answer to a written Parliamentary Question
concerning Government plans to issue a new UK bullion

coin:

"Her Majesty the Queen has been graciously pleased

to approve my recommendation, as Master of the Mint,
that a new bullion coin containing 1 oz of fine gold
be issued, to be called the Britannia, together with

bullion coins of smaller denominastions."

The Britannia will be available in four denominations
in 22ct gold; 1 ounce, & ounce, & ounce, and 110 gunce.

These coines will all be legal tender.

The 1 ounce Britannia will be available later this

year, with the additicnal denominations available shortly
thereafter. The price of the coins will be based on

the gold price on the day that the Britannia is purchased,

plus a competitive premium.
The new Britannias will bear an approved portrait of

Her Majesty The Queen on the cbverse. The reverse

design will feature Britannia.

11 March 1987




CONFIDENTIAL

10 DOWNING STREET
LONDON SW1A IAA

From the Private Secretary 14 January, 1987
# 0

THE BRITANNIA

The Prime Minister has seen your letter to Mark Addison
of 12 January about the use of Russian gold in the Britannia.
She is now content for the new coin to go ahead. Howeaver,
she has commented cn the peculiarity of a pelicy under which
we are refusing to allow the import of Krugerrands but are

now going to strike a new coin which may, and probably will,
contain South African (and Russian) gold.

I am sending copies of this letter to Tony Galsworthy

(Foreign and Commonwealth Office), and Tim Walker (Department
of Trade and Industry).

(David Norgrove)

Mra. Debbie Lester,
HM Treasury.

COMFIDENTIAL
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PRINE MINISTER

THE BRITANNIA

¥You remarked on the letter below that the Britannia was not to
inelude Scuth African or Russian gold so where was the gold

——— e,y Al

going to come from.

As T understand it, the point is not that there will be na
Russian or South African gold, but that we cannot identify in

L

most cases whers the gold comes from. So there may well be

Russian or South African gold in the coins. The Foreign

Secratary's concern was to prevent so f;r a8 possible the ase
of directly imported South African gold. Fodig

—— r——

Before I record your approval of the issue of the coin, I
ghonld like to be sure that there are no other supplementary

guestions you wish to ask.

VA

David Norgrove

L3 January 1987

M.J2CUB
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12 January 1987

|
Mark Addison Esqg F%imﬂf (}mﬂtatir

10 Downing Street
LONDON .
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THE BRITANNIA 2

Dea. Mok

In your letter of ifjnecember to Tony Galsworthy you stated that
the Prime Minister would like to be assured that no Russian gold
would get into the Britannia. -_—

As with Bouth African gold, the Mint could live with a commitment
not to purchase any gold bar refined in Russia. But it would not be
Possible to guoarantee Ehat nd Rassian gold would get into the
Britannia. As the Master of The Mint explained in his minute of
¥ December to the Foreign Secretary, even when gold bars are marked
as coming from a particular country, This is not a quarantee that
they do not contain gold from other eountries.

e e - —

The Prime Minister may, however, like to be aware that in recent
years our direct gold imports from Russia have been negligible or
non-existedt. This is because the HusSsians generally WMacrket their
nold through third countries such as Switzerland. The Master of
the Mint therefore very much hopés that the Prime Minister can now
agree, subject to clearance with the Palace, that we can go ahead
with an announcement of our Intention of producing a 1 oz gold
coin. T -

—

I am sending copies of this letter to Tony Galsworthy (Foreign and
Commonwealth Office) and Tim Walker (Department £ Trade and
Indastry.
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10 DOWNING STREET
LONDON SWIA 2AA

24 December 1986
Fram the Privaie Secroiary

THE BRITANNIA GOLD COIN

The Prime Minister has seen the Foreign Secretary's
minute of 17 December to the Master of the Rayal Mint. She
has taken note of the position so far as South African gold
is concernad. She has, however, raised the gquestion of
Russian gold, and would like to be reassured that no such
gold will be contained in the coin.

I am copying this to Alex Rllan (HM Treasury) and to
Tim Walker (Department of Trade and Industry).

Mark Addison

A.C. Galsworthy, Esg., CMG.,
Foreign and Commonwealth Office.




FC5/86/301

MASTER OF THE ROYAL MINT

The Britannia Gold Coin

Thank you for your minute of 3 PDecember about

the procuction of a new one ounce goeld coln.

——
—

2. I was glad to hawe your explanation of why

ik 15_impnssig}u to ensure that no gold of South

African origin would be used in the colin. HNevertheless
I 38111 believe that within the limits of the practical
it would be politically sensible to distance the

pew ¢oln as far as possible from the usze of South
-~

African gold. Luuiﬁi;iiJﬂL_-£i4h o H;GJ!“ f?h#n&

—— erh I|.:'_|'_"___§'

*. From your continuing support for 'a launch T
deduce that you judge the prospective profits to
outweigh the political criticism which we may incur
iparticularly since we cannot give a categoric
assurance that the new coin contains no South African
gold). That being the case, I agree that we should

fprocead




proceed with a low-key announcement, on the under-
standing that the Boval Mint should be able publicly
to make and defend a commitment that no directly
imported South African refinery gold bar was being

used.

o It would also be helpful presentationally if
the Government could say in addition that no directly

imported South African refinery gold bar would

be used to replenish gold stocks depleted in production

of the coin.

6. I am copying this minute to the Prime Minister

and to Paul Channon.

[GEOFFREY HOWE)

Foreign and Commonwealth Office

17 December 1986
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FOREIGN SECRETARY

Thank you for vour minute of 7 NWovember. I do, of course;

share your desire to aveid any more rows over Sonth Africa.

The Royal Mint would have no difficulty in living with a commitment
not to purchase any South African Refinery gold bar. But it would
not be practicable to guarantee that no South African gold would
get into the Britannia. This is because gold bars marked as coming
from the Soviet Union or Canada - not to mention melted down
sovereigns which could be an important source of gold for the
Britannia - may well contain some South Afriecan gold. In this
cespact our position is no different from that of other producers
of gold bullion coins. Even those with indigenous supplies of gold
also use gold from other socurces. 50, provided no directly
imported South African gold bar is used, I think the risk of a
political row is negligible.

Tour second point related to the price of gold, which, as you know
depends on a wide range of factors - industrial demand, the state
of the currency markets, speculative demand etc. Even if sales of
the Britannia were to prove higher than expected, this is most
unlikely to have any discernible effact on the price of gold.
Indeed, you may like to know that the price of gold has been falling
during a period when the US Treasury have been making substantial
sales of the Eagle. Most of our sales are likely te be at the
expense of others. If we do not seize this opportunity of securing
a share of this market others will.

I remain very keen to see the Mint produce a loz gold bullion coin,
particularly now that the market for sovereigns - of which we
posseas a very large stock - has completely dried up. 1 trusk,
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therefore, that you can now agree we can go ahead with a low key

announcement. If you think it would be helpful I should be happy to
arrange for my officials to keep in clo=ze touch with yours about
the timing of any announcement and related matters.

I am sending copies of this minute to the Prime Minister and
Secretary of State for Trade and Induskry.

[N.L.]
3 December 1986
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FC5/86/266

CHANCELLOR OF THE EXCHEQUER

The "Britannia™ Gold Coin
—— i Tay
1. In your minute nfL}‘ﬁEU:mbet tc the Prime Minister,

you asked for my views on the possible introduction of a new
1 oz UK gold bullion coin, and in particular the significance

of the Bocuth African dimension.

7. 1 agree that we need not necessarily feel inhibited by
"sSouth African"™ consideratiois from marketing such a coin 1f
you judge that the prospective profits to the Royal Mint are
warth the effort. But we are not in guite the same position
as our competiters: as you point out, they have indigenous
sources of gold and we do not. The first guestion we are
bound to be asked when we announce the Britannia is whether

it contains South African gold.

i There is of cocurse no ban on the import of gold bullion
from Scuth Africa, no separate market in South Rfrican gold,
and no reason why we sheould put curselves under greater
difficulties than our competitors. I think, however, we
should recognise that, given the fact that unlike thelr
coins the Britannia will be minted entirely from imported
gold, we run the risk of looking hypocritical and of being
accused of profiting from sanctions if, having banned the
import of gold coins from Eouth Africa, we were to introduce
a gold coin of our own with a South African gold content.
Therefore, even though we have given no undertaking on gold
bullion I believwe it would be politically prudent to ensure

that the new coins do not <ontain South African geld. I

CONFIDENTIAL
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realise that such a proviso could create technical
difficulties for the Royal Mint, but 1 would hope

that ways could be found of overcoming these.
Fresentation is important. We could do without another

row on South Africa.

4, R more difficult preblem may be to answer the

general criticism that production of a2 new gold

coln might concelivably have the effect of increasing

total world demand for gold, thereby increasing its
price. I do not know whether this is a serious
concern but the main beneficiaries of this would

be South Africa and the Soviet Upnion. We would

be able to point out that the same criticism applies
equally to other countries which have already issued
their own coins such as the United States and
Canada, particularly since the later, unlike the

UK, is a strong advocate of =zanctions. However,

the claim may be made that the benefits to the

South Africans of stimulating world demand for

geld in this way might exceed the benefits to

the countries izsuing these coins. I should

welcome your comments on this and on the other

points which I have raised.

5. I am copyving thizs minute to the Prime Minister

and to Paul Channon.

Fd

[ GEOFFREY HOWE)

Foreign & Commonwealth Office
17 November 1386
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10 DOWNING STREET
LOMDON SWIA JAR
Frawm the Private Secrelary 10 November 1386

The Brilannia

The Prime Minister has seen the Chancellor's
minute of 3 November and has noted his
intention that the Mint should be allowed
to produce a new gold coin to be known
as the Britannia.

1 am copying this letter to Colin
Budd (Foreign and Commonwealth Office)

and Michaesl Gilbertson (Department of Trade
and Industry).

(DAVID NORGROVE)

Tony EKuczys; Esg.;
HM Treasury.

CONFIDENTIAL




DEPARTMENT OF TRADE AND INDUSTRY
1-19 YICTORIA STREET

LONDON S5WIH OET

Telephone (Direct diakling} §1.215) 5422
GTH  20E) ssssimans

[Switchbaard) 01-205 TEI7
Epcretary of Siate for Trade and hduglsy

CONFIDENTIAL
fﬂ Movember 1986
The Rt Hon Nigel Lawson MP
Master of the Royal Mint
Treasury Chambers
Parliament Street
London SW1P 3AG

)

Thank you for copying to me your letter of 3f§;ﬂember to the Prime
Minister.

T“E fg Jfl_h

As you say, a number of countries, inecluding the US, Canada and
Japan, are already marketing gold coins designed to fill the gap
left by the widespread banning of the Krugerrand. Subject to
Geoffrey Howe's views on the foreign policy dimension, 1 see no
reason why we should not follow suit.

You suggested that VAT would be levied on sales of the "Britannia®™
in this country. It is, of course, important that the new coin
should be treated in exactly the same way for tax purposes as its
international competitors, Before the Eﬂmm?nwealth ban on
Krugerrand imports the Canadians tried to glive a sales tax
advantage to their "Maple Leaf" and had a dispute settlement case
brought against them successfully by South Africa in the GATT. We
would naturally want to avoid such a development.

I am copying this letter to the Prime Minister and the Foreign
Secretary.

Mo /
/)
. 188
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The Britannia

¥You asked where the gold would come from for the new Britisgh
gold coin.

The answer 1is that it will not be possible to say. By the
time the Mint buy it it wil hawve been traded through so

e ;
many hande that its origine wil not be identifiable.

It is neverthelese highly likely that some of the gold will
ghly : ¥ q

hawve come Erom South Africa.

—— ——— ————

Agree to the gold coin, subject to the Foreign Secretary's
views? Do you wish also to pull the legs of the Foreign
Secretary and the Chancelleor hQ‘EE?HEIEE'QuL that some at
leagt of the gold 18 likely to have come from South Africa¥

E};lri

DAVID NORGROVE

T November 1986
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As you know; fnllnw1ng the virtual demise of the Krogercand,

ﬂh éﬁer%UIH g TR

o
several countries have taken the opportunity to macket bBollion
coins containing exactly 1 oz of fine gold. The US Treasury is the
latest to have done so, and first reports suggest that the launch

—
of their coin, known as the Eagle, has been very successful.

The Royal Mint hawve themselves been exploring the possibility of
introducing a 1 oz UK gold coin, probably to be known as "the

Britannia®, This would have legal tender status, a feature
abttractive to collectors. Ite face value would be EIOO. The Mint

] : e
would market the coin actively, and would probably produce 172, 1/4

———

and 1/10 oz versions as well. Clearly, countries with indigenous
sources of gold, such as Australia and the United States, have an

e ——

important market advantage, and the liability of gold coins to VAT

in the UE inhibits domestic sales on a significant scale. But

despite these factors and the severity of the competition,
soundings suggest that "Britannia® in this form and these values
would find & niche in the market and earn useful profits for. the
Minkt. This is in sharp conktrast to the sovereign (and half-

sovereign), of which we still possess substantial stocks, but

for which there is nowadays virtually no demand because they

do not contain the weight of gold the market wants.

It may be argued that matters are complicated by the South
frican dimension. But, subject to Geaffrev Howe's wviews, T

ee no reason, following the successful launch of the US
agle; why we should feel inhibited from marketing a similar
coin ourselves.

CHANCELLIRE OF  THE EXCHEQUER TREASUREY CHAMBEES FARLIAMENT STREET LOMNTEN SWIF YA
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if you see no objection, I propose to approach the Palace and seek
The Queen's approval, in principle, to the introduction of a 1 oz
UK gold bullion coin. It woulad be necessary, of course, to consult
the Roval Mint's Advisory Committee and the Palace about the design
of the coins, but the announcement of the decision could be made

Immediately.

I am sending copies of this minute to Geoffrey Howe and

L

-

Paul Channons.

i
3 Nowvember 1986
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[reasury Chambers, Parlinment St

Mr A Turnbull
10 Downing Street
LONDON  SWl ! May 1985

D'&lﬂ' ﬂ]m-,l,rwuj

Chancellor, as Master of the Mint, is proposing to answer
attached PO on Friday 3 May.

The Economic Secretary, who will be attending the Trial of
the Pyx on Friday, proposes to make it elear that, although
commemorative coins are technically legal tender, we have
no plane to issue a EZ coin for general circulation. Since
the introduction of the £1 coin is still a politically sensitive
issua, this comment would be incorporated in the Press Release.

I am copying this letter to Philip Dykins, Private Secretary
to Neil MacPFarlane.

l./ =
S S ﬂi{-.[,-__ta
f s u -_I
KoH oo WO Lbér:-ﬁ'

FEATHERTHNE WILFORD
Asgt. Private Secretary




DRAFT WRITTEN QUESTION ARD ANSWER

ask Mr Chancello:

Majesty's Government has plans

COLNE .

graciouely

The Queen has been

of the Mint's recommendation that

pleased to approve

cf the Excheguer Har

to issue any new commemorative

the Master

a special £2 piece be issued

S

to commemorate the Commonwealth Games in Edinburgh in 1986.

will be a normal

There

value, and collectors' wversions,

metals, issued at A premium.

wversion of

the eoin issued at face

in precicus metals and *base
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COMMONWEALTH GAMES COIN.

In ANSwer to a written Parliamentary Question from
Mr [John Wheeler], the Chancellor of the Excheguer, The Rt

Hon Nigel Lawson MP, made the following statement:

"The Queen has been graciocusly pleased to approve
the Master eof the Mint's recommendation that a
special £2 piece be issued to commemorate the
Commonwealth Games in Edinburgh in 1986. There
will be a normal version of the cein issued at
face wvalue, and collectors' versions, in precious

metals and base metals, issued at a premium".

Commenting on this announcement at the Trial of
the Pyx today, the Economic Secretary to the
Treasury, Mr Ian Stewart MP, said:
;

“This wWill be the first occasion on which a £2
coin, other than in gold, will have been issued
in the United Hinqdﬂm.l I chould therefore make
it clear that, although the £2 coin will technieally
be 1legal ¢tender for its face wvalue, as other
commemorative coins have been, we have no plans

to issue a coin of this denomination for normal

circulstion®.




CONFIDENTIAL

Conservative Research Department Brief

CHANGES IN THE LCUHHERRSY
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CURRENCY CHANGES

Three changes tc the currency wWere announced in the Chancellor's

Autumn Statement to the House on 12 NHovember.

a. The Bank of England £l note will no longer be issued
after 31 December 1%84 but will continue to be legal tender

for at least a year.

b. The %p coin will cease to be legal tender at the end
of this year, but the banks will exchange the coins for

soma time afterwards.

s A new Bank of England £20 note will be issued on 15
November, incorporating some new features designed to make

forgery more difficult.

The reasons for these changes and more details are given below.

£l note

The £1 notes in circulation have become increasingly tatty. The
main reason is that people now treat the £1 note differently
from higher wvalue notes. It circulates between customers and
traders alongside coins. It gets pushed into pockets and tends
to stay in the till overnight rather than being banked. If notes

do not pass back to the banks, it is obviously much meore diffieult

for the Bank of England to take old notes out of circulation

and replace them.

The fact that people treat the £1 note like a coin in this way
reflects past inflation. By March 1976 the purchasing power of
the £1 note was already less than the 10 shilling note's at the




time that it was withdrawn in 1970. .

For these reascns the £1 coin wes introduced in April 19%83. The
coin has a number of advantages over the note. It has been welcomed
by the blind and has proved increasingly convenient for use 1in
ticket and wvending machines. Although it costs a little more
toc mint than the €1 note costs to print, the ceoin is expected
to last about 40 vears in active circulation whereas the note
lasts only 10 months on average. That means that over the lifetime
of the coin it is wery many times cheaper. The saving on public
expenditure from ceasing to print the note will be £3 million
in the first year alone, and the costs would probably have risen

year by year.

Suggestions have been made for a plastic note in place of the
paper one. This option was fully examinec by the government. The

main reasons for rejecting the plastic note are that it is easier

to forge. Only Haiti and the Isle of Man have ever introduced

a plastic note, and Haiti has now decided to withdraw it.

other Eurcpean countries have already replaced their notes of
about £l value with coins, for example the French have a 10 franc

coin, the Germans a 5 mark coin and the Swiss a 5 franc coin.

There are plenty of £l coins already minted either in circulation
or ready for delivery to the banks. So there will be no shortage
of €1 units. There are already many thousands of vending machines
that take the coin and their usefulness will increase as the
coin becomes more widely available. The ending of the £1 note
should mean that a number of businesses, for example the gas
and electricity boards, who have until now held back from
converting meters and vending machines to use the coin, are likely
to go ahead and do so. Bank cash-dispensing machines do not in
any case issue notes below £5 denomination. Not surprisingly,
a number of traders welcome the coin as easier to handle than

dirty notes.

All new coins attract criticism because they are unfamiliar.

But the £1 ecoin and note have circulated together for eighteen




months already, and as they have done so the number of complaints

and gqueries about the coin has fallen away.

The €£1 note will not disappear overnight. It will go on being
issued until 31 December and people will be able to go on using
it Jjust as now feor at least a year. Eventually a date will be
anncunced on which the £1 note will cease to be legal tender,
Plenty of notice will be given. But even after that date old
£l notes will be accepted by banks for a Further period, after
which the Bank of England will go on exchanging them.

El notes have been with us since the First World War. Their issue
then caused something of an outcry from pecople who thought that
the pound should not be represented by mere paper. £1 Coine
have been with us rather longer: the first one was authorised
by Henry VII back in 1489.

The status of private bank note issues in Scotland and Northern

Ireland is unaffected.

The Y¥p coin

The Chancelleor first announced in PFebruary that the Lp would
be withdrawn from circulation around the end of this year, and
production ceased in March. The date for withdrawal is now set

for 31 December. The %p cost more to mint than its face wvalue.

Many people regard it as ﬂcaréely worth handling.

Withdrawing the &p will have no discernible impact on the RPI.
p units have already disappeared from a lot of prices,
particularly milk and stamps. But in any case traders can price
itemes in fractions of a penny if they wish and simply round the
total bill up or down. After all some goods like petrel are in
any case priced in decimal points of a penny. The banks will
continue to accept %p coins for sometime after their withdrawal
and the Reoyal Mint will go on accepting them even after the banks

cease to do so.
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note

The designs of all denominations of banknotes in ecirculation
are kept under review and renewed as necessary. The oldest design
now 1in use 1s that of the £20 note. This will be replaced by
a note similar in design but of different colouration. The Eank
of England is taking the opportunity to incorporate a new form
of thread and other security features to make it harder to forge.
The Bank of England will be issuing full details on 14 November,

the day before the note is issued.
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H. M. TREASURY

Parliament Street, London SWIP 3AG, Press Office: 01-233 3415
Telex : 262405

12 Movember 1984

CHANGES IN THE CURRERCY

The Chancellor of the Excheguer today announced three decisions:-

the Bank of England will cease to issue fl1 notes after
31 December though existing notes will remain legal

tender for at least a year;

the half penny coin will no longer be legal tender
after 31 December;

a new Bank of England £20 note will be introduced

on 15 Movember.

THE POUND

The condition of £1 notesa in ecirculation is deteriorating rfast.
They are pushed into pockets, and many of them circulate between
traders and customers without being returned to the banks for
replacement as often as before. This makes it difficult for
the Bank of England to maintain their quality.

The £1 coin has been welcemed in particular by the blind and

is proving increasingly convenient for use in ticket and wvending

machines. It coste a little more to mint than the £1 note
costs to print, but the coin is expected to last around 40

years, while the note has an active life of only about 10 months.




Ending the printing of £l notes will save £3 million in the

first year alon=, and probably more in subsequent years.

THE HALF PENKY

The decision to withdraw the half penny follows the Chancellor's
statement in Februvary that it would cease to be legal tender
by the end of the year. It cost more to produce than it is

worth.

The banks will continue to accept half penny coins for a limited
period in 1985. Thereafter the Royal Mint will continue to

exchange them.

THE £20 NOTE

The designs of all dencminations of banknotes in circulation
are kept under review and renewed as necessary. The oldest

design now in use is that of the £20 note. This will be replaced

by a note similar in design but of different colouration. The

Bank of England is taking the opportunity to incorporate a
new form of thread and other security features to make it harder

toc. forga.

PRESS HMOTICE

HM TREASURY

PARLIAMENT STREET

LONDON SWLE 3AG 188,84

01-233 3415

NOTES FOR EDITORS

1. General gquestions on this announcement should be addressed
to the Treasury Press Office. Technical guestions on the pound
coin should be addressed to the Royal Mint - telephone number
01 828 B8724.




2 The Government undertook to allow sufficient time for the
public to become accustomed to the coin. It is 1B months since

its introducticn.

N The statu=z of private bank note issuses 1in Scotland and

Morthern Ireland is unaffacted.

4. Withdrawing the %p is expected to have no effect on the

RPI. 1Its use in payments has already largely disappeared.

2. The withdrawal of the &p is subject to the Privy Council's

approval of the necessary Royal Proclamation.

6. The Bank of England will be making a more detailed

announcement abkout the £20 note an 14 November.
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10 DOWNING STREET

From ihe Private Secretary
25 October, 1984

El Mote and £l Coin

The Prime Minister and the Chancellor today discussed
his minute of 18 October. She guestioned whether the time
wag right for an announcement of the withdrawal of the £1
note. The Chancellor rehearsed the various points in his
minute - the pressures on the Treasury's own public
expenditure baseline and the extent to which public
acceptance of the coin appeared to be increasing. He
proposed that he should announce the withdrawal of the note
in the autumn statement as part of the economies needed to
meet public expenditure limits.

The Prime Minister accepted that the change would
eventually have to be made and that it was not possible
simply to cease the printing of new notes while keeping
existing notes in circulation. The Chancellor explained
that notes had a life of only around nine months. It was
agreed that withdrawal of the £1 note could be annocunced in
the autumn statement. But the Prime Minister asked the
Chancellor to consider wvery carefully how best to present
this measure,

ANDEEW TUENBULL

David Peretz, Esq.,
H.M. Treasury

CONFIDENTIAL
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ONE POUND WOTE AND ONE POUND COIN

The Chancellor thinks the time has now arrived to get rid of

——

the one pound note. This clearly makes aconomie-dgénse — it

cuts out 100 public sector jobs, and saves £3 million of
L5 g A ek e
expenditure on the small Treasury budget. But earlier the
Frime Minister was worried about the political arguments
against getting rid of the note. The balance here has

surely shifted over the past year, as:

people are now more familiar with the new colin, and

object to it much lass
pound notes ares getting nastier and dirtier.

So we support the Chancellor's proposal to announce the

withdrawal of the one pound note from the end of the year,.

e

D asnch Mot

DAVID WILLETTS
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Treasury Chambers. Parhament Street. SWIP 3AG
CH=-233 F000)

PRIME MINISTER

El NOTE AND E1 COIN

Earlier this year yuu indicated that there could come a time wién it would be
—

appropriate to abolish the El1 nots. T believe the time has now arrived. The

e
attached note by officials sels oul the facts, and the practical and financial
reasons for taking action now. The public expenditure Survey has brought these
to a head.

. The Treasury s facing serious difficulties in keeping below its PES
baselines because of the continuing costs of financing stocks of unused coins and
producing uneconomic notes. The Bank s employing 100 staff which could be

saved if the £] note was discontinued.

3. Ending the note produces a saving of £3.4 million a year. This is needed to
keep the Treasury within its baseline. Without it I cannot mest the costs of the
Commonwealth Parliamentary Association in 1985-86 and 1986-87 which you
asked the Treasury to finance.

4. I nesd hardly emphasise how embarrassing it would be §f the
Treasury - which is of course a wery small spender - exceeds its baseline
because we [ail to take a decision which seems a good deal less painful than

many which we are asking colleagues to take in the same PES exercise.

5. I also believe that the public are now ready for this change. What letters

of complaint we now receive tend to be about difficulties in get_l:i-ng hold of coins
rather than objections to {t. A Marks and Spencer survey earlier this year put
the objection rate to the coin in change as low as 2.6 per cent. More recently
the Post Office, a large user of £1 notes and coins, reckoned the objection rate
as low as 1 per cent. With few exceptions, the retailers; the vending industries

and machine users tell us that they would welcome an end to uncertainty. The
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future success of the coin will be jeopardised if there js further delay;, and the

justifiable criticisms from coin machine operators would be very difficult to
meet: And with the exception of the Dally Mail, the press is much maore

balanced in its comments on the coin.

fa Demand for the coin will rise in the period up to Christmas. If you agree ]
would propose to build on this momentum by announcing the withdrawal of the E1

note from the end of the year when I outline the other public expenditurs

measures in the Autumn Statement.

|
\ﬂ\l :
N.L.
18 Oectober 1984
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FUTURE OF £1 WOTE AND £1 COIN

This note sets out the position on current levels of £1 c<cin
and note issues, their public acceptability and the cost of

continuing co-circulation.

i As with other programmes, the Treasury has made econcmies
in its own PES programme in order to keep to its baseline. L
has not been able to meet in this way the £0.5m grant to the
Commonwealth Parliamentary Association, spread over 1985-86 and
1986-87 which the Prime Minister asked the Treasury to finance.
More than sufficient savings (£3.4m pa) would be available if
the £1 note ceased to be printed by the end of 1084.

3. £1 coins now account for 173m {or nearly one guarter) of
the 730m £1 notes and ceoin in use. Most of the coin issue occurred
in 1983, when the coin was launched. This vyear the rise in
circulation was slow at first, but it has accelerated markedly
since the early summer (the current level iz 15 per cent higher
than last December). A further increase in circulation is expected
later this year. The Post Office will double its use of the
coin (from 20 per cent to 40 per cent of its issues of £l units).
But there are scarcely less £1 notes in circulation now than

before the £1 coin was launched 18 months ago.

4. Public reaction to the coin has developed satisfactorily.
As circulation has developed over the summer the banke have been
laft with fewer coins on their hands. Retailers, wvending and
trangport industries, the Post Office, British Telecom and the
clearing banks all now say that the public is accepting the coin
in place of the note with minimal opposition. A survey by Marks
and Spencer in early summer showed only 2.6 per cent of customers
actively object to the coin. The Post Office now believe the
rate is naarer 1 per cent.
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54 Coin handlers have adapted to the coin. There are exceptions,
eg Bainsburys where the ceoin tends not to bke given as change
as a matter of policy. But the John Lewis partnership, Selfridges,
Marks and Spencer, the WNewsagent Association ana others have
given unequivocal support. Staff often take the Ilead becausa
the coin is cleansr and easier to handle than the note. Tha
vending industry has committed substantial investment to slot-
machines using the ceoin. Press comment has for some months been

more balanced. Letters of complaint are now very few.

6 . The public attitude has been influenced by the state of
the £1 note, which circulates as small change between retailers
and the public as a ceoin would. The banks cannot therefore
axercise gquality control. The note's length of life in
cirenlation, now 10 months, has grown slightly this year and
the note's gquality is starting to generate complaints. These

are likely +to increase, Without additional resources for the

nota issume the deterioration of the €1 note will accelerate.
It will be hard to explain: to most people "sound money" includes

a decent quality of currency.

i Experience abread - for instanee with the U551 coin = suggests
that the £1 coin's circulation will remain on a plateau so long
as the £1 note keaps going. The major coin handlers all agree,

8. With replacement every 10 months, the El1 note has an annual
cost of approximately Ilkp. Since the coin costs 2§p but has
a 40 vyear life, the eguivalent annual cost is 0.06p. At some
stage the PAC may wonder why Elm a year should be tied-up in
working capital (stockpiled coins) when, if issued, they would
have a payback period of about 2 years; and why notes should
continue to be issued when there is a so much cheaper alternative.

9. If announcement of the withdrawal of the £l note is delayed
beyond the end of 1984, the Mint will have to make 30 staff
immediately redundant (at a cost of €150,000) who will then need
te be re-employed when the announcement is eventually made.
Discontinuing £1 note production may mean Soma redundancies at
the Bank of England's printing works but the Bank will bear those

costs and rely as far as possible on natural wastage.
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10. Much goodwill on the part of the banks is likely to be lost
if the £l note is not phasad out reasonably scon. Such interim
steps as they are taking to promote the coin will not be sustained
indefinitely.

11. The ¢Christmas period generates a sharp rise in demand for
currency and offers the best opportunity for a rapid, economical
subgtitution of the coin for the note. The first step 1is an
announcement in the Autumn Statement that the note is to be
withdrawn (indicating when the Bank will cease to issue £1 notes
and when the notes will cease to be legal tender). The Mint
and the banks have sufficient coin to cope with replacement of
the entire £l note circulation.

Summary

12, Financial and practical considerations point ‘strongly to

an announcement in the Antumn Statement that the E1 note will
cease to be issued as from 31 December 1984. Ultimate calling-
in of the note would ocecur by the end of 1985. The Mint, the
Rank of England and clearing banks are prepared for the possibility

of an announcement. Coin stocks are sufficient.

HM Trgasur:,r
18 Oeteber 1984
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7 August 1984

Robin Butler Esqg
10 Downing Street
LONDON SW1

D e :

The Chancellor thought the Prime Minister would wish to know that tomorrow
Buckingham Palace will announce the Queen has approved two new coinage .-I{ng-n for
use on the United Kingdom coinage with effect from 1 January next.

The palace has arranged far Commonwealth governments to be informed in advance.

[ am copying this minute to Len Appleyard (FCO) and Hugh Taylor (Home Office).

oo
Pk

DL CPERETZ
Principal Private Secretary
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Andrew Turnbull
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FRIME MINISTER

WITHDRAWAL OF kp COIN

¥You will recall that when I approached vou in September
about a pessible anncuncement of the phasing-out of the €1 note,
I suggested that we deal at the same time with the withdrawal of
the %p coin. Now that we have decided, for the time being, not
to make any announcement on the €1, we need to look separately
at the %Yp. As yvou know, the nniﬁ-ﬁas few, if any, defenders,
and T §§3u1d therefore like, if vou are content, to announce as
soCcn as practicable that the %p coin will cease to be lssued by
the Royal Mint after the end of March 1984 and that demonetisation

will follow by the end of the year. I enclose a proposed Written

Answer.

.S Ags T said in my September minute, the public now recognise
that the eoin no lenger has any real purchasing power, and
literally throw it away. The only two areas where its demise
could possibly cause concern are stamp and milk prices. The

—_——
Post Office, I am told, are not proposing any Increase in stamp

prices before June or July; the new prices are expected toc be in
————

whole pence. There is no problem with the prices for normal milk,

where the statutory maximum price is 21p, but premium milks are
currently priced in 5p units. However, they account for only
about 15 per cent of total milk sales and I gather that Michael
Japlina_hauld round down as many as are rounded up. He can only
inform the milk industry of these price changes once the announce-
ment of the coin's withdrawal has been made.

CONFIDENTIAL
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3. I would also propose to take advantage of an offer

made by Sir John Sainsbury to state publiely that Lf the

ko were withdrawn Sainshbury's would round down as least

as many prices as they round up.

4, Copliez of this minute go to Norman Tebbit and

Michael Jopling.

(N.L.)
23 January 1984

CONFIDENTIAL




WRITTEN ANSWER

"I have considered the evidence carefully and have decided
that the ip coin no longer fulfils a unseful function in
the currency. Maoreover; 1t 1s now costing more to make
than its face wvalue:. The Roval Mint will therefore cease

to issue %o coins from 1 April 19%B4.

Tha %p is currently worth less than the farthing when it
was demonetised in 1960 and the old halfpenny when demonetised
in 1969, The impact on the BPI of its withdrawal shbould

be negligible.

The %p coin will remain legal tender for the time beilng.

But T expect formal demonetisation to follow by the end

of the wyear.
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10 DOWNING STREET

From the Private Secretary 14 December 1983

ONE POUND COIN/ONE POUND NOTE

At the bilateral with the Chancellor todaoy,
the Prime Minister sgaid that she had thought
further about the political impact of withdrawing
the one pound note. Various soundings
indicated that this would be politically
unpopular and she econcluded that this was not

the right moment to attempt this move. It
was agreed that the Chancellor would reconsider

and report back in a few months time.

A. TURNBULL

John Kerr, Esq.,
HM Treasury.

CONFIDENTIAL
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25 ¥ovember 1083

. PRIME MINISTER

THE POUND NOTE AND THE POUND COIN

The Treasury plans in the nexi few days to anmounce: its iIntention to
phase out the pound note in favour of the pound coln. We feel this

e

is likely to be highly unpopular and particularly calamitous in

LT

pregent political circumstAnces.

——— R L

1 e The pound coin remains highly unpopular. Most people are very

i —

reluctant LF—EHFEF them, and most shops loth to give them in

change. | can recill being gpiveon pound c¢oins in change only

a couple of times in the last 6 months, snd on both occasions
—— — ma——

being given them with apologies. The Treasury claim that

20 per cent of all pounds are held in coins rather than notes.
m—— —

I suspect a great number of those are beinp shifted from one
bank till to enother,

All rows about new coins are much more heated and last much
longer than the authorities expect. In this case, the public
has already had a chance to choose, and has overwhelmingly
chosen the pound note. The row would drees on for months, and
I can imagine the newspaper campaigns that would be mounted,
gspecially by usually syvmpathetic newspapers such as the

Mail mod the Express.

The Governmant is now being widely accused of having lost its
touch, and mach of the blame for this = 1 think largely
imaginary = feeling is laid at Nipgel's door. 1f he were to
add to his reputation for being "arrogant” and "clumsy" the
nieckname of "The Chancellor who Killed the Pound Note'", his

pesition would be made very difficult.

Of course, there is a saving to be made by replacing notes with

eoins. But the saving is made at the expense of the convenience

of people who do not want their pockets loaded down with change,
| — -
and the saving is in any case not very large in compariscon with

what a government and a Chancellor im a strong politieal
position can achieve in a oormal PESC round.

Any decision Lo take account of past inflation by changing a
note for a coin inevitably reminds the public of the quE'ra11

_—

in the wvalue of money. Sinoce we are now in 8 low-inflation




ara, oo we really wanl Lo revive memories ol the years of
high inflation in a8 W&y which accentuates our own responslibility

for them?

We do not need now to take a declision whether or not eventually to

reaplace notes with colns. We could therefare =say, il askesd, that

we had declded to give the coln a longer time to prove 1ts

nsefulness.

We therelore recommend very strongly that the Treasury make no
announcement at this time abeout any date Tor vhaging out the pound

oL .

FERDINAND MOUNT
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& Cotober, 1883

DEVELOPMENT OF THE COINAGE

The Chancellor of the Exchequer minuted
on 14 September proposing the withdrawal of the
£l pote on 1 January 1985 and an end to

the
izsue of the i1 penny coin

irom March 1884, The

Prime Minister nas approved both proposals.

Jd. Rerr, ksg..,
HM Treasury

CONFIDENTIAL
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PRIME MINISTER

DEVELOPMENT OF THE COINAGE

Wa have reached the stage when we nesd to take decisions
on the withdrawal from clrculation of the £1 note and 5p coin.

We also need Lo consider Lhe possible replacement of the 1l0p
coln with a lighter version and to give some thought to the

possible future development of the rest of the coinage.

P The El1 coin 1s now becoming reasonably well established.
After some initial eritical comment (which was relativaly

light compared to other coinage changes) the public have

accepted the changes. Current complaints about the poor condition
of £1 notes merely reinforee our earlier judgement that people
tend to use the Rl note as 1if it wvere a coin, and confirm the

need for a coin,since it would have been expensive to attempt

both to preserve the El note and to improve its quality.

3. Some 147m E1 coins have been issued; these represent just
over 20 per cent of all El units. The proportion is rising
5teadTT?T‘ETthmugh this 13 a pericd of the year when demand
for new coin is normally low. The clearing banks have made
clear to us informally that they want an early announcemsntl
about the withdrawal of the E1 note, as do oparators of coin
slot machines and traders. People need to know what we have
in mind so that they can plan accordingly. We therefore need
to announce the date on which the Bank of England will cease

to issue E1 nates; formal demonetisation can come later.

CONF IDENT TAL
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4. My judgement 1s that we should make a reasonably early
announcement that £1 note issues will end on 1 January 1985.

The Mint will have a sufficient supply of coins ready. That

date is cu&giatent with our view from the outset that we
should give a fairly long period for the public to become ac-
cugtomad to the coin, which was first issued on 21 April 1983.

5. The second firm decieion wa need to take iz on the future
of the Xp coin. The %Xp costs significantly more to produce
“EMENTE: face value. Moreover, the evidence shows that the
public no lénger recognise the coin's purchasing power and
guite literally throw it away: it is now worth less than

the %4 when that was demcnetised in 1969. As for the short
term effect on prices in the ShHopE,2ir John Sainsbury has
recently confirmed in correspondence with Peter Rees his con-

sidered judgement that competition would produce as much
rounding down as rounding up. I understand that even if this
view does not hold water, the effect on the RPI would be
minimal.

6. My view is that the Mint should stop issuing this
friendless coin from March 1984. Formal demonetisation
would follow some months later.

7. In the past, announcements on the £l coin have been made
by written Parliamentary answer. We could follow that
practice on this occasion. ©On the other hand, we do not want
to provoke complaints that we are avoiding discussion. BSo,
subject to your views, I am inclined to favour inspiring an
oral guestion on the future of both the El note and the hp
coin on 24 November. The guestion may, of course, not be
reached. In that case, we shall provide a fairly full written
answar and shall still escape any criticism that we have
deliberately stifled debate.

{N.L.)
19 September 1983




10 DOWNING STREET

From the Private Secretary 30 April 19H1

THE COINAGE

At their meeling this morning, the
Frime Minister and the Chancellor had a
word about his proposal for regional
variants of the new £l coin, The Prime
Minister repeaited her earlier comment
that Lhis seemed a neadless complication,
The Chanecellor, howeaver, explained that
there would be no significant additional
cost, and there would be =ome political
boenefit in the regions, The Prime Minister
accordingly agreed with the proposal.

A, J. Wigging, kag,,
h.M, Treasury.




10 DOWNING STREET

Frons the Private Secrelary 28 April 1881

1 for 8.5 Tlsdy 3ofe

L‘l"'l_ﬂ-_--., _T-t..ll-..l

The Colnage

The Prime Minister has congidered the
Chancellor's minute of 14 April, and has
commented that the proposal to have regional
variants of Lhe £1 coin seems a needless
complication, ©She had understood that the
purpose of introduclng the new coin was To
gimplify matters.

Perhaps the Chancellor would like
to have a word about this with the Prime
Minister when he secs her on Thursday
morning.

John Wiggins, Esq.,;
HM Treasury
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coin and a2 new El coin in 1987 and 1883 respectivaly,

to tha possibility of issuling

hought: has been given

variants of thae coins. This would only maz
Lrioreags Lhe inlikdial cost of produycing the colna and
consider it might make the ogoins more generally acceptable
and that thara would be clear political attractions in such

Fction.

2. Nigel Lawsan has disnussad this
rrom the Scottish, sh and Norther:
spreamant hag been rear that no
coln should be issuer ut that
ants of tha £l coin Bhould be issusd
1885, Tha Secratary of State for Northern
11 gonsidering his position but there ie a long-standing
-1GUlty ftor Northern Ireland in seliecting an haraldic
ign which is free from sectarian eannotatic
announced that a Northern Ireland regic
gzin would be issued in 1972 but in fac
because apreement could mot be reached

ang the same problam will

Navartheless = Northern
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4 March 1881

Thank you for your letter of
24 February.

I have now shown the Prime Kinister
the oww £50 note which you enclosed mnd
&lso the draft press notice. Bhe is
grateful to the Governor for having this
sent over.

I am returning the £50 note in this
envelope.

g, P. Collins, Esqg.
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24 Pebruary 19381

T P Lankester Esqg

The Prime Minister's office
10 Dewning Street

Lionmdon SW]

As promised on the telephone this morning, I am enclosing a proof

of the new ES50 note. The Governor would be grateful if you would

chow it to the Prims Minigter. I also enclose an sarly draft of
the Press Notice which will annocunce the issue of the new note.
For yvour information, the designs were submitted to Her Majesty

The Oues=n in Fabhruary 1980,

The note will be available for issue to the public on Friday 20 March,

immediately following the Queen's wvisit to the Printing Works on
1% March. s —— — — gl e

I should be grateful if you would let me khnow when the Prime Minister

has sean the note so that I can arrange for it to be collected.

TEVRMILY RETAMEDY T 4..7 3o/
THIS IS A COPY. THE ORIGINAL IS
| RETAINED UNDER SECTION 3 (4
T e ' OF THE PUBLIC RECORDS ACT

Agaistant Private Secretary e e
to the Governor




FRESS NOTICE
(for issue on the afternoon of 19 March 1981)

BANE 0OF ENGLAND HOTES

NEW ESO0 NOTE

The Bank of England anncunce that a new note of ES0 denomination will
be available for issue to the public tomorrow, Friday, 20 March,

This completes current plans for the issue of Bank of England notes

of the present series.

Like the other denominations in the present series of Bank notes
(€20, €10, £5 and El1), the front of the note bears a portrait of
Her Majesty The Queen and the back that of an historical figure;
this case, it is that of Sir Christopher Wren, whose design for
St Paul's Cathedral has provided much additional subject matter for

the neote.

The portrait of Her Majesty in her State Robes is the same as that

Jsed on the present E20 and £10 notes. The portrait and the rest of

the main front design (the lettering, a medallion of Britannia and
areas of engraved work which include the E50 denomination guilloche)
are printed by the intaglio process; for the firet time in Bank of

England notes, this printing is in multi-cclour - elive green, brown
—

and grey - instead of monochrome. The rest of the front of the note

S ——— —— e e ey

is printed by the offset process and features a Phoenix based on a

design by Sir Christopher Wren and also patterns derived from wvarious
design features of 5t Paul's Cathedral. These features are printed

mainly in orange, purple and ochre.
T ey e T T




The main feature on the back of the note, which is also printed in

milti-ecoloured intaglio, is a new portrait of Sir Christopher Wren,

which has been specially created for the note from the Closterman and
Eneller portraits. The scene which forms a background to the portrait
is based on a view of St Paul's from the River Thames as engraved by

S & M Buck and published in 17485. St Paul's is alsc featured in the
form of a floor plan and the design of the denomination guilloche which
is developed from the Grinling Gibbons wood carvings in the South

Choir Aisle of the Cathedral. The rest of the back of the note is
printed by the coffset process, mainly in orange, blue and ochre. In
the decorative sky, patterns from the Cathedral and a section from
Flameteod's "Atlas Coelestis" of 1729 are combined to reflect Wren's

interest in astronomy.

The watermark is a portrait of Her Majesty The Queen and is the same

as that used on the EZQ note.

note containe a new type of Security Thread. It is widar than
threads in the other denominations of Bank of England notes and

one edge contoured in a regular pattern.

The size of the note is 95 mm x 169 mm EH%" x E%“}, slightly larger

in both height and length than the E20 note. This is consistent

with the Bank's policyof using differential note sizes as a means

of assisting the blind to distinguish between denominations.

The note has been designed by H N Eeccleston OBE FRE EWS who is the

Bank's Artist Designer. Apart from the engraving of the portraits,
which was ecarried out by Alan Dow of Bradbury Wilkinson and Company
Limited.nf New Malden, all work on the preparation of this note has

been carried out by staff of the Bank of England Printing Works at

Loughton, Essex, where the notes are printed.




. paper is manufactured by Portals Limited of Overton, Hampshire,
contoured Seecurity Thread is a Bank of England invention; the
cutting of the thread was carried out on equipment gspecially designed
and manufactured for the Bank by the Culham Laboratory of the United

Kingdom Atomic Energy Ruthority.

NEW VERSION OF THE £1 NOTE
The Bank of England alsco announce that, in consequence af changed
printing methods, & slightly altered version of the El note will be

available for issue to the public tomorrow.

The existing version of the £1 note of the present series, which was
first issued to the public on 9 February 1978, was printed on both sides
by sheet-fed machines using the céfset mathod. The new version of

Lhe note is being printed on Web presses similar to those used for
production of £5 notes: these print the front main design by the
intaglic process and the back by offset lithography. The overall
appearance of the new wversion of the £l note is little changed but

the following detailed features distinguish it from the existing

note: -

FRONT

1 The jntagl{m printing (Her Majesty The Queen's portrait, the
denominational guilloche and the lettering) is perceptible to the
touch: it also gives the paper more of the traditional 'feel' of a

Bank note.

The portrait of Her Majesty is rather more sharpiy defined.

3 The ‘new notes bear the signature of Mr D H F Somerset, who has

succeeded Mr J B Page as Chief Cashier.




BACEK
1 The portrait of Sir Isaac Newton is rather more lively and is

printed wholly in green.

o The general appearance is enhanced by the inclusion of additional

background tints - mainly lilac, light green, yellow and pink.

3 A small letter '"W' (indicating Web printed) appears in the lower

left-hand corner.

El
The serial numbere of the new/notes will commence with the cypher

RHNO1l 000001,

Bank of England




10 DOWNING STREET

From the Private Secrelary 29 January 1981

 the Excheguer

The Chancellor ©
ter on 21 January

minuted the Prime Minlis
ahout the CoOilnage.

irm that +he Prime Mipnister
1 for the 20D and
ton Answer

This is to cont
{5 content for the proposa
¢l coins to be announced bY Writ

next Tuesday.
f this letter
ers of the

[ am sending coples ©
inet Office).

to Private gepretaries to memb
Cgbinet and tO David Wright ({Calb

I, P. LANKESTER

A J Wiggins E=sng
HM Treasury
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4 Oocember about the proposal for

wish to know how it 1s intanded to

[ propose Ehat Parli E be informed aor upsday, 27 January

Oy means ot an arranged PQ for Written Answer of the Royal Mint's

recommendation that 3 &1 coin and a 20p coin should he
r——— i

introdusad within the naxt Lhree yvears. A Press Notice will

A i

lowing the announcement giving the text of the

and more detalled backpround for Editors.

Mint has proposed th: ag the note is not
the frequent handling to which it is now subject
1ts greater uvese as part of sveryday change, nor for
vanding machines a £1 coin should be introduced. I am
sfied that within tha next threa vears the stage will have
reachad whaerse such a coin weuld form a8 useful addition to
our colnaga and that . would alao be a8 cheaper means of

providing this unit of cu 2y in the longer term becauss of
tha very much ] &r E OFf & coin agalinst & n

4. One of the =t treducing
tha additional weight which this will add

relatively hoaavy coinage. I have therefore decided

11 voin should be comparatively small - the coin envi

wlll be of the sams diametsr as, though thicker than,
sovereign ~and als: at a 20p cain should be introduced
gpproximate ¥ & vaar bDefore the ¥1 soin to reduce the numbar

nf 10p zoing in circo] lon and thus the owverall weight of

che ¢ _-j.li-d!’.'l:'-
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JNFLOENTIAL

s Befaore the naw cocina are introducec

intend to consult the banks and other

with the uses of coin using a pamphlst has been sepecially
praparaed for the purpdse. Discusasions will be held where
necessary, and the Treasury and the Bank of England will he
closely associated with these consultaticons at all stages.
Copies of the pamphlet will alsc be made available to el

MPe and to Members of the House of Lords.

i do not propose that a Green Faper should be produced

)
or the public consulied directly, though I hope that their

views will be re id Ehrough cash handling organisations.

The proposals do howsver reflect market research which was
carried ocut by the Royal Mint at an earlier stapge and numerous
commants already received by the Treasury and tha Royel Mint.
I envisapgs that the process of consulbation

si¥ months and that any major anags, B.g.

=t

od g g L gEp t the intended
o

timetable for introducing the
b I am copylng this minuie to
Sir Robart Armotrong as I thought
dware of the proposals In confidence

dnifNouncCeEment .

CONFIDENTIAL




10 DOWNING STREET

Fram the Private Secretary 22 December 1980

T .
THE COINACE

The Chancellor and the Deputy Master of the Mint called on
the Prime Minister last Friday to discuss the proposals for a
new 20p coin and a new £1 coin. The Chancellor had already
gent the Prime Minister a minute on 20 November on this.

The Deputy Master showed the Prime Minister examples of
what the new coins might look like, The Prime Minister said
that she liked the 20p coin, but she did not find the £1 coln
altegether attractive. She would prefer a larger and heavier
eoin. The Deputy Master explained the problems of introducing
& larger and heavier £1 coin without changing the coins of lower
value which would be very expensive; and in any case a large
¢coin would almost certailnly be opposed by the banks and retailers.

The Prime Minister said that, despite her misgivings about
the £1 coin, she was content for the proposals to be put out to
copsultation,

A.J. Wigglns, Esq.,
H.M. Treasury.
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10 DOWNING STREET Y,

From the Privale Secréfary 24 November 1980

The Prime Minister has read the
Chancellor's minute of 20 November zbout
the coinage. ©She agrees that the Chancellor
should discuss this matter with her along
with the Deputy Master of the Mint; and we
shall be in touch with you to arrange a
mesting.

In the meantime, the Frime Minister
has commented that, if it is decided to
go aheasd with £1 and 20p coins, it would
be necessary to consult with consumer
organisations and the finaneial institullons,
and that it might also be necessary to have
a short debate in the Housa 0f Commons;
in the latter connection, she supggests that
it might be appropriate for the debate to
take place on a Private Member's Motion.

L. P. LANKESTER

Peter Jenkins, Esq.,
HM Treasury
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I ahould like to take your mind on questions relating to zpﬂ

the coinage.
2, You will be aware that there is inereasing publie, ‘e

commercial &nd Parliamentary interest in a &1 coin. (Jersay qmﬁ,

very recently &nnounced the proposed lntroducticn of 8 &1

' ' 4 e - et
coin and & fimilar announcement by Guernsey 1s gxpected 1n
a week or two.) All the signs are that this interest will
becomse inercasingly intense, so a decision in principle needs
ta be taken very soon. The Royal Mint is ready with conerete

praposals.

T There are practical reasons for the introduction of
2 §1 coin. The vending industry is pressing for it, because
e

the 50p is no longer of sufficient value for the higher
==

—.

priced goods and services available through their machines.
Lendon Transport has & special problem, with booking office
queuss growing in length because many fareg are now too high
for purchase with the quantity of coins normally carrisd by
the public. Other urban transport systems will be running

into the same problem.

U, In public expenditure terms thers would in due course
be a saving from the switeh from banknotes to celn because
codng last aso much lcnﬁer then notes. These savings would

begin to emerge in the longer term (over aix years), but
——

there are varicus ways open to us to keep down the initial

cost of the switeh. The most obvious of these is to resist

fthe natural




the natural urge to make the £1 c¢oin something rather heawvy

and imprescive.

—

5. There seems to be a atrong cage for cheoosing a fairly

Emall piece for the new unit.

b. The British colnage is already heavy by international

standards and replacement of the £1 mote by a coln will

inevitably, in the first instance, make the average pocketfull

or purse-=full of colns still heavier. PFeople at present carry,

on average, three £l notes. The banks and securlty organiss-
tions will also argue strongly that a switch from notes to an
unduly heavy coin will add unnecessarily te thelr transport

coete = and the more fa the heavier the coin.

The FRoyal Mint, having weighed up the arguments and looked

s
gt all the risks of confusicn with other British coinz - and

foreignh ocnesa too - have recommended a £1 coin made of a yellow
e P —

metal ; minted te the same diameter and weight as the gold
szt i
sovereign. This emerges as quite a thick coin on whichk edge
e — E

lettering, an important security feature, would be pessible.

Since metal represents roughly half the cost of minting new

codns, a larger diameter coln would not be economical. There

is also a presentatieonal advantage in associating any new
il coin with its predecessor, the soveraign.

5 While the introduction of a 31 coin would add to the
weight of the coinage as a whole, we fortunately have ancther
aptlon to hand which would go some way in the opposite
direction. There 1s an increasingly obvicus gap between
the 10p plece, which is a heavy coin and often carried in
quanEE?y, and the 50p piece. The Royal Mint (drawing on an
earlier recommendation of the Decimal Currency Board) has
proposed a 20p plece in the form of a seven-sided cupronickel
coin {with a breadth of about § inch). This would lighten
the ceoinage as many of the existing 10p pieces would be
replaced by the new coin. A 25p coln might be thought to

/be more




e more sppropriate. 1 have considered this but concluded
that it would not be so. The adviee is that & 20p coin
would lead to more 1l0p pieces being returned: 1% would
therefore be more economical because morz metal would he
saved, as well as being more efficient In lightening the

goinage.

9. The proposal of the Mint 18 that we should be able to
issue the 20p in 1982 and to start phasing in the £1 coin
in 1983 without exceeding the current provision for publie

T : : E ;
expenditure on coins and bank notes. We do not envisage a

high speed replacement of all £1 notes with coins:; people
may well preler to retain notes for thelr larger trensactions.
This could be judged as we went along.

10. These two firm proposals would be compatible in the
longer run with the evolution of a generally smaller coinage,
and the Royal MiInt has examined the options in this area.
However 1 do not see any advantage in impoging on the country
a general upheaval, apart altogether from the cost easpect,

of sweeping the whole present coinage away and starting
again.

11. Personally, therefore, 1 see A lot of senze in the present
proposals. Peter Rees, who leads for us on Mint matters,
takes the same view.

12, Mey 1 suggeat that we follow up this note with a meeting.
I would like to bring with me the Deputy Master of the Mint,
Dr. Gerhard, who will have a sample set of coins for your
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inspection.







