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IL 
PRIME MINISTER 

PAY OF BANK OF ENGLAND STAFF 


I t h i n k you should know  of a s u b s t a n t i a l pay set t l e m e n t which 
the Bank  o f England have j u s t reached, a f f e c t i n g the bu l k  o f t h e i r 
s t a f f , and i n v o l v i n g t o t a l increases  o f the order  o f 25 per cent. 
The main d e t a i l s are:­

an across-the-board increase  o f 10 .3 per cent from 

the normal 1st J u l y annual s e t t l e m e n t date; 

a very l a r g e u p - d a t i n g  o f London Allowances (£410 - £735) 

and a few adjustments  t o d i f f e r e n t i a l s , again payable 

from 1st J u l y ; 


a f u r t h e r general increase  t o r e f l e c t a p r i v a t e l y 
conducted c o m p a r a b i l i t y study, aimed p a r t i c u l a r l y  at 
the r e c r u i t m e n t l e v e l s but  t o be extended across-the board. 
I t has however been n e g o t i a t e d t h a t t h i s w i l l be payable 
i n two stages, about o n e - t h i r d on 1st November and the 
remainder on 1st March 1980. The t o t a l increase  i s agreed 

11 as 16 per cent, but since  i t does not apply  t o a l l aspects 
of pay, the e f f e c t on the pay b i l  l w i l l be lower. 

2. The Bank made t h i s s e t t l e m e n t , as they no doubt thought r i g h t , 
w i t h o u t p r i o r c o n s u l t a t i o n w i t h the Treasury. Indeed I understand 
t h a t they reached agreement very r a p i d l y , having discovered t h a t t he 
S t a f f A s s o c i a t i o n were anxious f o r a quick s e t t l e m e n t and prepared 
t o give some ground  i n n e g o t i a t i o n  i n order  t o get one. For t h e i r 
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p a r t , the Bank of England management consider t h a t they have done 

w e l l i n the n e g o t i a t i o n , a gainst a troublesome background o f 

r e l a t i v e l y generous s e t t l e m e n t s i n the l a s t year or two by c l e a r i n g 

banks and o ther C i t y i n s t i t u t i o n s , and some u n f o r t u n a t e o b i t e r d i c t a 

about the r e l a t i v e p o s i t i o n of Bank o f England s t a f f i n an 

a r b i t r a t i o n judgment l a s t year. 


3. There has been n o ^ p u b l i c i t y about the s e t t l e m e n t , and I understand 

t h a t n e i t h e r the Bank nor t h e i r s t a f f a s s o c i a t i o n are seeking p u b l i c i t y . 


4. I  t i s u n f o r t u n a t e t h a t an i n s t i t u t i o n so c l o s e l y connected w i t h 
our o b j e c t i v e s on i n f l a t i o n should be a s s o c i a t e d w i t h a s e t t l e m e n t of 
t h i s magnitude j u s t now. 

5. Two o t h e r p o i n t s a r i s e . The f i r s t i s t h a t the s e t t l e m e n t can 

a p p a r e n t l y be contained wit]iin_£he Bank o f England cash l i m i t f o r the 

c u r r e n t f i n a n c i a l year ( i n t h e i r case ending i n February 1980), but 

t h i s i s i n l a r g e measure due t o the s t a g i n g o f the s e t t l e m e n t and a l s o 

t o some l a r g e l y f o r t u i t o u s saving of cost i n Bank of England 

expenditures t h i s year. When the cash l i m i t f o r next year i s 

n e g o t i a t e d - t h i s autumn - the Treasury w i l l be l o o k i n g t o the Bank 

of England f o r the s t r i c t e s t economy t o o f f s e t as f a r as p o s s i b l e the 

costs of the s e t t l e m e n t which i n t h a t year w i l l have t h e i r f u l l impact. 


6. The second problem i s a more general one - t h a t of p r i o r 

c o n s u l t a t i o n , t o which you w i l l remember t h a t we r e f e r r e d i n r e l a t i o n 

t o n a t i o n a l i s e d i n d u s t r i e s as a whole at the end of our d i s c u s s i o n 

i n the Economic Str a t e g y Committee on 1st June. We asked on t h a t 

occasion t h a t M i n i s t e r s w i t h r e s p o n s i b i l i t i e s f o r n a t i o n a l i s e d 

i n d u s t r i e s should ensure t h a t colleagues are kept informed o f pay 

developments. I f we are t o have p r i o r i n d i c a t i o n s of n e g o t i a t i o n s 

and s e t t l e m e n t s , I t h i n k we need t o go a l i t t l  e f u r t h e r , and t h a t i  t 

may w e l l be necessary f o r me or i n d i v i d u a l colleagues t o w r i t e t o the 

Chairmen o f n a t i o n a l i s e d i n d u s t r i e s ( I would i n c l u d e the Bank o f 

England among t h e i r number) t o ensure t h a t they take the i n i t i a l steps 
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t o keep us informed. There i s some awkwardness, because we do not 

want t o get i n v o l v e d i n the d e t a i l o f a l l the n e g o t i a t i o n s . I 

s h a l l be c o n s i d e r i n g t h i s matter d u r i n g the next few days, along 

w i t h o t her matters we are t o discuss i n r e l a t i o n t o pay when E Committee 

meets a f t e r the Summit. 


(G.H.) 
. - June, 1979 
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l O D O W N I N G STREET 

From the Private Secretary 21 June 1979 

The Prime M i n i s t e r has read the 

Chancellor o f the Exchequer's minute o f 

20 June on the pay of Bank of England 

s t a f f . She has noted t h a t t he Bank have 

s e t t l e d on increases amounting t o about 

25 per c e n t , though p a r t o f t h i s w i l l be 

staged; t h a t the Treasury w i l l be l o o k i n g 

t o t h e Bank f o r the s t r i c t e s t economy 

next year t o o f f s e t as f a r as p o s s i b l e the 

cost o f the s e t t l e m e n t ; and t h a t the Chancellor 

w i l l be c o n s i d e r i n g f u r t h e r the q u e s t i o n o f 

p r i o r c o n s u l t a t i o n oO pay s e t t l e m e n t s by the 

n a t i o n a l i s e d i n d u s t r i e s . 


T. P. LANKESTER 

A. I I . f . B a t t i s h i l l , Esq., 

I I . M. Treasury. 
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