
 

 

RBS staff plan legal battle to boost bonuses 
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By Hamish Rutherford 

ROYAL Bank of Scotland staff are planning a legal fight for bigger bonuses following the part-nationalised 
company's partial recovery from record losses. 
 
Amid growing public outrage over excessive financial incentives, the bank last year reached agreement to 
scrap a previous staff "profit share" payment, equivalent to 10 per cent of salary, with a new scheme that 
would have cut that extra payment by half. 
  
As a reward for accepting the new deal, the bank offered a possible additional 10 per cent of salary – an 
increase on before – when RBS returned to financial strength.  
 
But, in February, RBS tore up the agreement under pressure from UK Financial Investments (UKFI), the 
government body that manages the taxpayers' stake in Britain's part-nationalised banks. The decision 
affects up to 25,000 UK staff, including thousands at RBS's Gogarburn headquarters on the edge of 
Edinburgh. 
 
Now the trade union Unite is planning to challenge the decision in the courts and get the deal reinstated. 
According to documents seen by Scotland on Sunday, Unite has been advised that it has "reasonable 
prospects of success" of reviving the agreement if it pursues legal action. 
 
The documents claim the union will serve the bank with "notice before action", a move designed to prompt 
the bank to reopen negotiations. 
 
Union representatives have already contacted affected staff, requesting they volunteer to act as test cases. 
 
Legal action is likely to prove embarrassing to the board of RBS, which has pleaded with the public to stop 
chastising the company over its previous performance. At its AGM in April, new chairman Sir Philip Hampton 
called for "an end to the public flogging" of RBS. 
 
According to Unite, RBS wanted to honour the agreement it had struck with the union but reversed its 
position when losses mounted. In February, the bank announced a loss for 2008 of £24bn, the biggest loss 
in British corporate history. 
  
With the threat of full nationalisation hanging over the bank, UKFI said the deal must be scrapped. But that 
threat has now receded and some City analysts are forecasting a return to first-half (January to June) pre-
tax profits as high as £1.5bn, due to the recovery in global markets and the disposal of some assets.  
 
In a note sent to its members, Unite wrote that RBS "made genuine efforts to retain the agreement that had 
been negotiated with the trade union, but it became clear that the ultimate decision was outwith the control 
of both the trade union and the bank". 
 
The decision to scrap the profit share sparked outrage among the bank's workforce, especially mid-level 
staff who played little role in RBS's near collapse. Staff had received the payment for 11 years in a row and 
many believed it had been guaranteed by the chairman in 2007. 
  
Sir Tom McKillop, RBS's former chairman, wrote in his annual staff letter that year that the board had 
decided, "based on the confidence we have in the future growth prospects of the group" to remove 
uncertainty over the scheme, indicating it would be paid every March, set at 10 per cent. 
 



 

Back in February, leading employment lawyer Ronnie Fox said the letter appeared to remove the discretion 
of RBS to make the payments, and employees could choose to treat themselves as constructively 
dismissed.  
"I would say they have a legally enforceable right to 10 per cent of their base salary, in accordance with this 
commitment," Fox said. 
 
A separate deal for lower paid clerical staff, which was not scrapped, saw the 10 per cent payment switched 
from an annual lump sum to one paid in monthly instalments. 
 
RBS said in February that this payment, which affected around 80,000 of its lower paid UK staff, was to 
compensate them for the loss of the previous profit-share scheme. 
  
The bank said in February that it had made "substantial reforms to our remuneration approach" in which it 
had attempted to balance the financial position of the company and the impact on staff, especially lower-
paid employees. 
 
"While we understand the disappointment of our more senior staff, and Unite's response in seeking to 
represent their interests, we feel we acted, with the involvement of our major shareholder, to take the right 
decision for the long term good of the company." 
 
A spokeswoman for Unite confirmed the union had taken legal advice on the issue. But she added: "Our 
priority is to reach a settlement with the bank through negotiation. We're still hopeful of achieving that." 
 
 
 
 


