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TOP SALARIES REVIEW BODY

The Top Salaries Review Body was appointed in May 1971 with-terms_ of
reference to advise the Prime Minister on the remuneration of the Chairman
and members of the Boards of nationalised industries; the higher judiciary;
‘senior civil servants; senior officers of the armed forces, and other gioups
which may be referred to it. The Review Body was-asked to undertake an
immediate review and further reviews normally at two-yearly intervals.

The members of the Review Body are:

The Rt. Hon. Lord Boyle of Handsworth, Chairman
H. W. Atcherley
Lord Beeching

Sir George Coldstream, KCB, KCVO, QC
A. J. L. Lloyd, QC
Baroness Seear

Sir Mark Turner

Gerard Young, CBE, JP*

The Secretariat is provided by the Office of Manpower Economics.

*On his appointment in April 1974 as Lord Lieutenant of South Yorkshire,
Mr. Young resigned ‘his

membership
and did not take part in the later stages

of this. review.
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REPORT ON TOP SALARIES

CHAPTER 1

INTRODUCTION

1. We were invited in 1971 to begin our first review of the remuneration of
the Chairmen and members of the Boards of nationalised industries, the higher
judiciary (cértain other senior appointments in the judiciary were added subse-
quently), the senior grades of the Higher Civil Service, and senior officers of
the armed forces. Although the numiber covered by our recomimendations is
small, the area covered is complex and by its nature sensitive. We quickly
came to. the conclusion that the thorough study of the whole field which was
clearly essential would take at least:a year to-complete, and we therefore decided
to submit interim recommendations, which were accepted by the Government
and published in June 1972.1 That report was désigned to providé the necessary
time for the studies to be carried out unhampered by shorter term pressures.
Th it, we described btiefly the way in which the present pay structures and
relationships had developed: we noted that, although each sector had its own
hierarchy, suited to its own requirements, certain. de facto relationships had
evolvéd between them. We found that, although some of their horizontal
relationships had become generally accépted over time, none of them resulted
from a measured evaluation of responsibilities, and. we were satisfied that it
‘was esséntial to consider them afresh on merits and: to. test them wherever
possible by modern standards and methods. We wére aware of acute problems
of compression that existed then in two of the sectors with which we are cén-
cerned (theHigher Civil Service and the nationalised industries) where negotiated
pay at senior levels immediately below had moved in reflection of the stéep
rise in earnings outside for comparable work. We weré aware that, while our
recommendations could be expected to relieve immediate problems, many of
the difficulties were likely to remain. We saw. them primarily as measures. to
prevent a widening of the disparity between remuneration in the public and
private sectors for comparable responsibilities and to improve the position of
those who were about to retire, while we carried out our detailed inquiries..

2. Our work on our substantive review was, of course, overtaken by the
introduction of the legislation for controlling inflation. The Price and Pay
Codes? required us, in common with all others concerned with the determination
of pay, to observe strict limits and to ‘be governed by specific criteria in formu-
lating our recommendations. We continued the studies which. are essential to.
a major review of this kind and, during both Stage 2.and Stage 3 of the counter-
inflation programme, we were unanimously agreed on the need for further

*Review Body on Top Salaries, Report No. 2: Interim Report on Top Salatiés—Cmnd.
5001, June 1972.

"Statutory: Instrument 1973, No. 658—The Counter-Inflation (Price and Pay Code) Order
1973. Statutory Instrument 1973, No. 1785—The Counter-Inflation (Pricé and Pay Code)
(No. 2) Order 1973.
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interim pay increases. Our second and third interim reports were accepted by
the Government and were published in July 1973+ and June 1974? respectively.

3. Our studies have now been completed, and our report reflects our own
deliberations on them, and our discussions with Ministers, with Chairmen of the
nationalised industries, with the former Chairman of the National Board for
Prices and Incomes, with representatives of Government Departments, of the
Staff Side of the Civil Service National Whitley Council, of the British Medical
Association, and with. serving and former members of the Higher Civil Service,
ofthe armed forces and of the judiciary. In the light of all the material available
to us, we have considered the salaries of the Chairmen and members, both
full-time and part-time, of the Boards of the main nationalised industries—
that is, all those public Boards of a commercial character which are empowered
by statute to engage in substantial trading operations.? Our terms of reference
relating to the judiciary have been broadened; consequently, we have con-
sidered all judicial appointments whose salaries are paid from central Govern-
ment funds in the United Kingdom at or above the pay level of Masters and
Registrars of the Supreme Court. Our remit in relation to the civil service
relates to the senior grades of the Higher Civil Service, and we have therefore
considered the Under, Secretary, the Deputy Secretary and the Permanent
Secretary in the unified grading structure. As we noted in our first Interim
Report, the pay of the Assistant Secretary is covered by the civil service negotiat-
ing machinery; in formulating our second Interim Report recommendations, we
were aware that, as part of an overall settlement for the Administration Group
in Stage 2 of the counter-inflation programme, £50 of the increase of £250 a

year permitted under the Pay Code for the Assistant Secretary was diverted to
provide a relative improvement for some of the lower paid grades within the
group. We did not consider it that would be appropriate to reflect this negotiated
decision in our recommendations at that time: to have done so would have
been to impose a further relative deterioration in the position of the Under
Secretary and above and, moreover, would have increased the difficulties with
which wé were already faced in formulating recommendations which both met
the requirements of the time and gave broad justice to those whose pay is under
consideration. For similar reasons we took special account in our Third Interim
Report of the reduction and prospective.elimination of the differential between
the Assistant Secretary and the Under Secretary which resulted froma settle-
ment that followed the Pay Board’s report on anomalies* during the currency
of the Stage 3 Pay Code. In our earlier reports, we expresséd our concern about
the position of those who were due to retire before our recommendations
could be implemented; we have this very much in mind again now, as well as
the fact that the pay increases justified in 1969 for the Under Secretary and
above were introduced in three stages, so that the differential above the Assistant
Secretary’s scale maximum was substantially reduced. Our remit on the senior
officers of the armed forces relates to Rear Admirals, Major Generals, Air Vice
Marshals and above. We have had regard to the recommendations in the Second

1Review Body on Top Salaries, Report No..3: Second Interim Report on Top Salaries—
Cmnd. 5372, July 1973,

. *Review Body on Top Salaries, Report No. 4: Third Interim Report on Top Salaries—
Cmnd. 5595, June 1974,

®Those listed in Cmnd 5609, Public Boards—April 1974, with the exception of the Sugar
Board, the White Fish Authority, and the Herring Industry Board.

‘Pay Board Advisory Report 1: Anomalies arising out of the pay standstill of November
1972—Cmnd. 5429, September 1973.
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and Third Reports of the Review Body on Armed Forces Pay,* and in the
Third’ and Fourth Reports of the Review Body on Doctors’ and Dentists’
Remuneration,? as these have implications for the area with which we are
concerned.

4. We wish to express our thanks to all those who have given evidence to

us, and to the many organisations and Boards in private industry and in the
nationalised industries, and to thosé members of the Bars in England and
Wales and in Northern Ireland, and of the Faculty of Advocates in Scotland,
-who have co-operated in our various surveys.

5. The present pay structures of the four groups are in Appendix A. A
list of those who have given evidence to us Or co-operated in our surveys is in

Appendix B. .

Review Body on Armed Forces Pay, Second Report, 1973—Cmnd 5336, June 1973;
Review Body on Armed Forces Pay, Third Réport 1974—-Cmnd 5631, ‘May 1974.

*Review Body on Doctors’ and Dentists’ Remuneration, Third Report 1973—Cmnd 5353,
July 1973; Review Body on Doctors’ and Dentists’ Remuneration, Fourth Report 1974—Cmnd
5644, June 1974.
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CHAPTER 2

PAY PRINCIPLES

6. Our terms of reference cover four distinct areas of the public service.First, there are the senior grades of the Higher Civil Service, who are called
on to advise Ministers (themselves answerable to Parliament) on a wide rangeof policy issues, some of them of the greatest national importance; who are
frequently involved in the process of departmental negotiation with organised
groups outside the government machine; and who may be responsible for the
execution of programmes, or the carrying out of functions, whose significanceis unaffected by the fact that they do not figure prominently in election mani-
festos. Secondly, there is the Judiciary, with its constitutional obligation to
interpret and administer the law with total impartiality, uninfluenced by con-
siderations other than justice. It is a cardinal point of British constitutional
practice that the judiciary is independent both of Parliament and the Executive.
Thirdly, there are the senior officers of the armed forces who have responsibilityfor strategic and other advice on matters essential to our national security;
they exercise command over, and control the operations of, all arms of the
Services. Fourthly, there are the Chairmen and members of the Boards of
nationalised industries who are concerned with the management of organisa-
tions which are essential to the day-to-day life of the community, and which
include some of the largest single undertakings in the country.

7. All these sectors of the public service are responsible, in different
degrees, for the efficiency and effective deployment of very considerable resourcesof national wealth and manpower. It is of the highest importance that each of
them should be able to attract and retain men and women of outstandingtalent and ability; it would be very damaging to the national interest if theywere to become deprived of their share of that talent through a system of
rewards that came to be regarded as plainly inadequate or inequitable.

8. This approach led us to consider afresh the extent to which comparabilitywith rewards at similar levels outside the public service, and elsewhere within
it, should influence salaries in the areas for which we are responsible. As a
first step, therefore, we invited advisory groups of experienced people to carryout certain studies on our behalf, described in the chapters which follow, and
to give us advice generally on the principles which should govern pay in their
area of study. Before stating our own conclusions, we should like to refer to
some of their findings.

Senior grades of the Higher Civil Service
9. Our Advisory Group carried out a job comparability study between the

civil service and the armed forces on the one hand, and industry on the other.
This Group took, as the starting point for its discussion, the elaboration of the
principles originally formulated by the Royal Commission on the Civil Service
(the Tomlin Commission) in 1931, as they were applied to the senior grades of

4



the Higher Civil Service following acceptance of the recommendations of the
Royal Commission on the Civil Service (the Priestley Commission) in 1955.
The Tomlin Commission had taken the view that remuneration in the civil
service should be based on what was sufficient to recruit-and retain men of the
quality required for the job to. be done. They considered that broad general
comparisons between the civil service and similar outsidé occupations should be
made, and that pay should réflect “the long term trend, both in wage levels and
in thé économic conditions of the country”. For the civil service as a whole,
the Priestley Commission recomniended that the primary principle for settling
pay should be “fair compayison with the current remuneration of outside
staffs employed on broadly comparable work, taking account of differencesin
other conditioris of ‘service”.2 They saw this principle as being fair to the
community at large because it looked after the ordinary ¢itizen’s interest as a

taxpayer and safeguarded the civil service from political pressurés. At the most
senior levels, the Priestley Conimission recognised differences between thé

highest levels of responsibility in the civil service and in the private sector.
They found it possible to make a “reasonable comparison between the highet
levels of industry, commérce and finance and those in the civil service”,but
did‘not regard it as appropriate to determine pay wholly by refetence to salaries
in those fields. They considered that other influences, including comparisonswith other parts of the public service and “tradition and convéntion”, had
a part to playin determining pay at the highest levels. Subsequently, the Standing
Advisory Committee on the pay of the Higher Civil Service, under Lord
Plowden, modified the basis of comparison for the highest levels in that they
laid greater emphasis on comparisons with industry, commerce, and firiance:?
our Advisory Group agreed with this latter approach.

Senior officersof the armed forces:

10. We referred in our first Interim Report? to the pattern of pay relation-
ships that has grown up between the senior grades of the Higher Civil Service
and senior officers of the armed forces. We said there that no formal pay link
existed and that no firm principles had been established.on which to base pay
levels appropriate to senior officers. In 1958, however, the Advisory Committee
on Recruiting® (under theChairmanship of the Rt. Hon. Sir James Grigg) took
the view that thé rates of Servicé pay then current bore a reasonable relationship
to those outside; they recommended a regular biennial review to také account
of movements in. earnings over a range of occupations in civil life, with the
range to be determined by the Treasury (which then had overall responsibility
for pay in the public services): and the Service Departments.

This developed
into a system by which, in practice, thé pay of officersin the armed forces was

governed broadly by changes in the pay of those grades in the Home Civil
Service which were recognised as having parallel levels of responsibility. This

Report of the Royal Commission on the Civil Service 1929-31-.(thé Tomlin Commission)
—Cmd. 3909, July. 1931 (paragraph 308).

*Report of the Royal Commission on the Civil. Service 1953-55 (the Priestley Commission)
—Cmd. 9613, November 1955 (paragraphs 96-97,, 361-367).

<Ninth Report of the Standing Advisory Committee-on thePay of the Higher Civil Service
(submitted to the Frime Minister on 30 May 1969 but not published).

4Review Body on Top Salaries, Report No. 2: Interim Report on Top Salaries—Cmnd
5001, June 1972.

5Report of the Advisory Committee on Recruiting—Cmnd 545, October 1958.
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system lasted until 1966, when Service pay was made a standing reference to
the National Board for Prices and Incomes.

11. With the introduction in 1970 of a new basis of remuneration! for the
armed forces as a whole, certain general principles were adopted for settling
levels of pay for all ranks except the most senior officers (those now within
our terms of reference). The remit to the NBPI on the pay of senior officers? in
that year explicitly directed attention to recent increases in pay in the Higher
Civil Service, and the Board interpreted this as indicating that the Government
had effectively decided that comparisons between the two groups should be
given greater weight in the determination of pay than formerly, and approached
the reference with that consideration in mind. Nevertheless, the salaries recom-
mended were designed also to maintain reasonable differentials in the rank
structure, But the NBPI did not take into account either the exact level of pay
in the equivalent grades or the exact percentage increase that had been awarded:
instead, some regard was paid to the rough magnitude of recent increases, since
they formed a precedent which the Government as employer could not ignore.
A direct link between the pay of the Chief of Defence Staff and the four top
Permanent Secretary posts? was recommended: we discuss this further in
Chapter 3. Below Field Marshal, a series of differentials designed to provide a
sensible progression from. the pay of the Brigadier was recommended. Historical
discussion of pay principles and of their application to the senior officers of the
armed forces is, thus, relatively limited: the de facto relationship with the civil
service, which we referred to in our first Interim Report, has ensured that
their pay has at least kept pace with other comparable levels elsewhere in the
public service. We have thought it essential to test that relationship, and to
consider whether or not the same principles ought to apply to the armed forces
as to the civil service at these levels. Our Advisory Group endorsed the relation-
ship, after examining a substantial number of jobs.

The Judiciary
12. Another Advisory Group, on the pay structure of the senior levels of

the judiciary, was invited to give us the benefit of their views on pay principles.
They were faced with a difficult task, as they found little to guide them. There
are no less than 41 categories of judicial appointment to be considered. No
formal evaluation of relative responsibilities within the judicial structure seems
to have been attempted previously nor can any principle of external com-
parability be applied. On relativities within the structure, the Group had to
rely on the evidence that we had received from members of the judiciary and
from other sources, and upon their own experience and judgment. The Group
saw no special merit in principle in the present equivalence between the salaries
of a High Court Judge and of a Permanent Secretary in the Higher Civil Service;
but they considered that it would be wrong in practice for the pay of a High
Court Judge to fall behind that of the Permanent Secretary, and therefore

1The “military salary” replaced a system of pay, allowances and benefits in kind. (See
Chapter 4 of NBPI Report No. 116, Standing Reference on the Pay of the Armed Forces,
Second Report—Cmnd. 4079, June 1969.)

*NBPI Report No. 157: Standing Reference on the Pay of the Armed Forces, Fourth
Report, The Pay of Senior Officers—Cmnd 4513, December 1970.

°The Head of the Civil Service and Permanent Secretary to the Civil Service Department,
the Permanent Secretary to the Treasury, the Secretary to the Cabinet and the Head of the
Diplomatic Service. .
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-~regarded the maintenance. of at least the existing parity as a safeguard. They
©

also felt that Bar earnings (net of expenses) provided a valuable independent
~

means of checking whether judicial. salaries were likely to prove sufficient to
maintain satisfactory levels of recruitment.

13. The Advisory Group recognised that the Ministerial salary structure
creates a particular problem as regards the relationship between the salaries
of the most senior members of the judiciary,in particular the Lord Chief Justice,
and the Lord Chancellor.We return to this problemin Chapter 4.

The nationalised industries -
14. We describe in some detail (Chapter 5) the principleswhich have been

appliédin the past in assessing the salary levels of the Chairmen and members
of thé Boards of the nationalised industries. We consider it vital to the manageé-
mentof these industries, and therefore essentialin the public interest, that the
level of Salaries, both for Chairmien and Board niembers, should be adequate
“to enable the requisite share of top management talent to be recruited and
-retained. We. discuss these miatters furtherin the. light of the job evaiuations
made by consultants on our behalfin representative nationalised industries,
and information which they provided about salary levels for jobs of comparable’
weight iin the private sector.

15... We bélieve thatdirect comparison with the privatesector must be the
overriding principle for assessing pay levels for the.top posts in the nationalised
industries, though we do not go so far as to suggest: that it would be appropriate
to reflect the highest levels outside. But we see no realistic. alternative, where
salaries within the nationalised industries are concerned, to-an approachwhich
recognises that management -ftesponsibilities in these industries are closely.
comparable to those in the:private sector, and must be remunerated accordingly..

Our other discussions
16.. As part of our deliberations on-pay. principles, we have discussed a wide

range of ideas put to us by a number, of people with experience in. the labour
economics field, or with a close interest.in it. We found general récognition that
two broad objectives normally influence decisions on :salary levels: ‘“‘fairness”’,
and recruitment and retention (which, as the Priestley Commission recognised,
is not necessarily a reliable indicator of ‘‘fairness’’). Doubts were expressed to
us about too close a relianceon comparability, partly because of the-difficulty
of finding comparable jobs at the highest levels. Other considerations suggested
to us were that pay should be assessedin’relation to the demands of a particular
job or by reference to the nature and quality of the effort put into it. All of
those whom we consulted; however, took the view that'relative fairness between
occupations is ultimately a matter of political judgment..

17. Whatever the spread of views as towhatis “fair”, our discussions with
representatives of staff associations who negotiate salaries ‘of civil service grades
up to the level for.which we are responsible left us in no doubt at all that their
members themselves feel that there should be substantial differentials between
grades, in. recognition of the greater responsibility involved; and the negotiated
salary structure fully reflects this view. The same is true of nationalised:industries
where, in some cases, negotiated scales extend up to grades immediately below

7



Board level. Frankly, we find “fairness” an elusive concept. It is frequently
cited as if it were a standard that is capable of a single and precise definition:
but there is no such single and precise meaning which can readily be applied.
It means different things to different people. For some, “‘fairness” is synonymous
with equality; for others, to suppose that “‘fairness” in pay policy necessarily
means greater equality, on the analogy of “fair shares” of scarce resources, is
to beg the very question that we have to consider. But the principle of “fairness”,
while in our view it cannot be expressed in quantitative terms, must at the very
least require that no category of public servants should suffer permanently
because the Government, as employer, may wish to follow a more stringent
policy than the private sector. We return to this point in paragraph 33.

Our views

18. The conclusion which we have reached from these studies and discus-
sions is that no single overriding principle applies with equal force across the
whole of our top salaries field. A number of considerations have an influence
on all salaries at the highest levels in the public sector. It is often tempting for
Governments or advisory bodies to suppose that, if they knew all the relevant
facts, they could hope, with the aid of one or two clearly defined principles,
to reach conclusions that were more or less unassailable. We are clear that any
such supposition would, in this context, be fallacious. This does not mean that
our recommendations are bound to be entirely arbitrary: there are a number of
indicators which have to be taken seriously. Indeed, it is precisely because of
the multiplicity of such indicators that we cannot hope to arrive at a satisfactory
answer by any simple process of calculation.

19. We start first with the extent to which there is. comparability between
jobs in the public and private sectors in the areas with which we are concerned.
We have made it clear that in our view comparability with the private sector
must be the overriding factor for assessing pay levels for the top posts in
nationalised industries. The difficulty comes when one tries to apply this same
principle to the other groups covered by our terms of reference; while we are
clear that in the future as in the past it will continue to have a part to play, we
feel bound to introduce a note of caution. Looking back, comparability has
been an accepted principle in the determination of pay in the civil service,
although the emphasis has moved from broad general comparisons and long-
term trends to more precise comparisons, at any raté at levels below our field.
Comparability has also been applied in the past to the armed forces (including
the levels with which we are concerned) and at Board level in the nationalised
industries.

20. We are aware of a growing emphasis on comparability in other fields
and in popular discussion. However, it appears to us. that reliable assessments
of comparability between different forms of occupation become increasingly
difficult the nearer one approaches the top. Furthermore, the groups within
our terms of reference differ so widely that comparability between them at the:
higher levels or, indeed, between them and the outside world, is, in some cases,
of questionable value. As an example of the difficulty of laying too much
weight on comparability, we would point out certain marked differences in
accountability, and therefore in responsibility for final decision taking, between
top jobs in the public and private sectors. The general level of salaries in private

8



industry reflects, among other things, the extent of the resources for which top
management is ultimately responsible. Except in the nationalised industries,
there is no complete parallel in the areas covered by our terms of reference.
Final responsibility for decisions rests. with Ministers, not with senior civil
servants or officers who advise them; it is Ministets who must defend their
policies. in Parliament and in public, and who take the credit or the blame.
“Nevertheless a senior civil sérvant is concerned to maintain. the efficiency and
the integrity not only of his Department but also of the whole service. Once a
policy has been thoroughly examined within his Department, he has to bring
home to his Minister the full implications of it, and to be prepared when
necessary to stand his ground. It is his constant concern to ensure thé highest
standards of administration and to see that his Minister is not humiliated

_ through acting on advice ‘thatis easily shot down. The Higher Civil Service is
an integral part of our system of parliamentary democracy. Furthermore, great
public as well as political damage may be done through failure to recognise the
need to put a particularissue to Ministers. But, in comparison: with the private
sector, the elenient of direct personal responsibility, and of risk, is.considerably
less. .

21. The case of the judiciary seems to us somewhat different again; here
it is essential that the quality of judicial decisions should be recognised within
the community. Just as a sénior civil servant needs to have acquired an. under-
standing of the subtle interplay of Government, Parliament and politics, so a
judge needs by training and experience to administer good law ‘publicly andin
a manner that (within the limits.of what Parliament has willed) never appears
to violate good sensé. There, are analogies between these jobs, but it is impossible
to feel that thereis 4 useful degree of comparability or that they can be precisely
assessedin terms of a'single objective standatd.

,

22. .Linked with comparabilityis the question of recruitment and reténtion.
The top-posts-in each of the groups for which we are responsible are filled almost
entirely by internal promotion and selection: the. main exception is the nation-
alised industries, although here too there is increasing scope for chief executives
to be recruited from within each industry. There is little or no interchange
between posts of similar responsibility among thé groups, except in the caseof
the Ministry of Défence, where some senior appointments may -be filled by
either a senior civil servant or a. senior officer. In the main, the skills and ex-

pertise
which are developed relate to one field and are not necessarily applicable

in other fields. We regard it as vital that nationalised industry salaries should be
such as.to make it possible to attract senior executives up to and including the
level of Chairman from private industry, and that judicial ‘salaries should’ not
bé so low as to deter barristers of thé right quality from accepting appointment
as judges. We are aware, ‘both from evidencé that we have received and from
personal experience in Government, ‘of thé néed for salary. levéls in the, Higher
Civil: Service to be sufficient to retain,men and women of outstanding.ability.We believe this

‘is also true for senior officers of the armed ‘forces.

23. Itis important to remember that levels of pay in the public service, at
or near the top, may well affect recruitment and retention lower down, and
therefore the standard of ability which the country may expect to have at its
disposal in ten or twenty years’ time. There is today a world wide competition,
from which this country cannot be insulated,for top class managerial and
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executive talent, particularly but not exclusively at middle management levels.
‘So far as the nationalised industries are concerned—and these are, of course,
the foundations of our industrial life—we cannot afford to forget that managers
are wealth creators, and that our balance of payments (and therefore our
national solvency.and freedom of action to direct resources to socially desirable
objectives) reflects the, efficiency of Britain’s economic performance across the
whole field. But the importance of being able to recruit and retain people of
high ability is as great in all the areas of public service within our terms of
reference.

24. It is generally accepted that salary should reflect the value of an
individual’s own contribution in a job; at the highest levels in industry the
personal contribution and subsequent performance in a job is normally a
principal determinant of the salary. At the same time, particularly in a large
organisation, an individual may, through no fault of his own, be employed at
less than full stretch for some of the time; yet the qualities ofmind and training
that are brought to a job still need to be recognised and, for this reason, it is
appropriate for salary to be related to some extent to qualifications, to expertise,
and to the availability of talent.

25. Another factor of considerable importance, which bears directly on the
salaries at all levels, is the maintenance of a rational salary structure in which
the assumption of greater responsibilities is matched by appropriately increased
rewards. Job evaluation is extensively used in industry, both nationalised and
private, and elsewhere in the public service, to assess internal relationships.
However, its use at the most senior levels is restricted as the qualities of the
individual greatly influence both the size and content of the job. A further
problem in assessing pay in our field is the upward pressure (increased in times
of inflation) resulting from the changes in pay at senior levels immediately
below and determined by bodies other than ourselves. In the civil service, these
levels are determined by negotiation between the appropriate Departments and
Staff Associations, in the armed forces they are fixed by the Armed Forces Pay
Review Body, and in the nationalised industries they are either negotiated
within: each industry or determined by individual contract in the case of those
immediately below Board level. There are certain salary links between the lower
levels of the judiciary and the Legal Classes of the civil service.

26. We attach importance to adequate differentials within each pay struc-
ture. Compression of the kind that has existed since the time of our appointment
bears unfairly on those who are promoted to the higher levels and, in some cases,
on those immediately below. It also affects morale and operates against the
public interest in terms of the effect on effort. Such a situation exists now in the

- civil service: after allowance is made for the implemetation of the second stage
of a recent settlement as a pay anomaly! the Assistant Secretary scale maximum
will be £8,850 compared with the Under Secretary rate of £9,000. A similar
situation now exists between the pay of some appointments just below Board
level and at Board level in certain of the nationalised industries, including four
undertakings where we have found certain senior executives’ salaries that
exceed those of the lowest paid Board members by amounts which vary from
£800 to £3,750.

°

1Effective from 7 November 1974.
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27. Jn determining salary levels, it is also necessary to take account of
the total rerfiuneration package. Pension rights, which are normally related to
final salary, are an integral part of remuneration, and are of particular im-
portance. Their value increases as the level of appointment reached within an
organisation. rises, and in our view this factor must influence consideration of
horizontal salary relationships and internal. pay:differentials. The provision in
public service schemes for increases in pension ‘after retirement to- match the
rise in cost of living is an especially valuable element. We have compared and
analysed them in Appendix C. Other forms of reward include bonuses or share
of profits, the use of cars, low-interest loans, and share option or share incentive
schemes: however, with the exception of cars, which are commonly provided
in industry, we have not found that these are of major significance.

28. Certain other more general considerations influence salary determina-
tion in the public services. It has long been the practice in this country to pay
the most senior public servants léss than is paid for posts of

comparable
re-

sponsibility iin the private séctor, and we believe that the great majority in the
publié services do not expect the highest level of monetary rewards that can be
attained outside. Yet, if the fruits of long and distinguished public service are
too small, it will not continue to attract and retain the quality of individual
generally acknowledged to. be needed, and standards will declinein conse-
quence. Moreover, where posts at Board levelin the nationalised industries have
to be filled by recruitment from outside, it is important to. ensure that the total
remuneration offered is sufficient not to deter candidates of the calibre and
quality required. This means that the remuneration offered must not differ too
greatly from what can be earnedin comparable appointments in private industry.

29. We believe also that it is important to take some account of the relative
Stability of employment and more assured overall prospects of

promotionwithin the public services. Fromour examination of these aspectsby comparison
with private industry, we have concluded that, after taking account of earlier
retirement in the armed forces and, to a much lesser extent, in the civil service,
thereis on the whole a greater degree of job security within the public services
than outside, although job security for top management over much of the
private sector is often as good. In the public services thereis nothing that is’
comparable to the loss. ofjob caused by a take-over and, although there may. be
Departmental réorganisations involving changes in the nature of work; they
seldom involve premature retiremént.

30. We also regard it as important to take account of net job satisfaction.
We use this term to describe the balance between thosé intangible advantages.and disadvantages of a particular job that are not readily quantifiable.

-“It is
generally acknowledged that public service at the most senior levels Holds a
marked degree of job satisfaction: it also carries a special degree of status and
prestige. Salary levels outside may be a form of compensation, for the absence
of this form of status, but Job satisfaction is a highly individual matter. We
believe from our own experience, and from the evidence we have been given,
that no one sector has the monopoly of it:

31. We are more than. ever inclined to féel, as we come to the end of this
stage of-our work, that the more you explore the problem the less obviousis the
solution. Thereis a. temptation to escape from thisimpasse in one of two ways.
The first is to suppose that a sufficient attention to figures, coupled with. a
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moré systematic approach to job evaluation, could produce an absolutely valid
answer. We have given our reasons for rejecting such an approach. The second
method of escape would be to argue that at these levels it all comes down to
value-judgments and political preferences. In our view, this approach goes to
the other extreme and minimises too much the role of reasoned argument
based on accurate and up-to-date information. The facts can point the way
towards a judgment, but they-cannot do more. Since, in most cases, ameaningful
degree of comparability can be established between structures up to a certain
level, and since we accept the desirability and practical necessity for adequate
differentials both up to and beyond that point, it would seem that top salaries

might well be artived at by application of comparability considerations up to
their highest meaningful Jevel combined with a projection above that level of
differentials appropriately related to those used below. This was our starting
point, but we have also needed to satisfy ourselves that the levels of pay are

justified both on their own account and with regard to horizontal relationships
between the groups and with others within the public services.

32. It is usual for salaries ‘to be expressed in gross terms and, therefore, for
differentials to be looked at in the same way. In a fiscal system such as ours,
with progressively incréasing rates of taxation applying above a threshold,
comparisons between rates of gross pay, particularly at higher income levels,
can be seriously misleading. We therefore give examples of the effect of our
salary recommendations in net and gross terms in order to illustrate our point,
together with figures showing the effect of price increases on changes in tax
levels and net income in 1974 compared with 1969—the date of the last com-
prehensive review from which all the present salary levels derive! (Appendix M).

33. There will no doubt be those who regard any large increase in top
salaries at the present time as inappropriate. But whatever views may be held
about the treatment of income and capital distribution as a matter of overall
national policy, we do not believe that it would be either practicable or desirable
for any Government to lead a movement towards greater equality from the
public sector on its own. The four areas of the public service covered by our
terms of reference, whatever their other differences, are alike in that they
comprise some of the most important functions undertaken by any groups of
men and women within our society. The continued availability of talent of the
required standard for public service employment is something that our com-
munity should never take for granted. In our view, it would be absolutely in-
defensible to discriminate against those public servants who come within our
terms of reference, simply because their salaries are not negotiated.

34. In formulating our recommendations, we have taken all the considera-
tions that we have outlined in this chapter into account, and we have commented
in detail on the application of some of them in the chapters in which we describe
our various studies. Our recommendations must necessarily involve an element
of subjective assessment of pay across a wide field. However, our studies have
clearly indicated to us that remuneration in the parts of the public service
with which we are concerned has fallen seriously below the minimum required
for the most senior levels, and that increases, substantial in some cases, are
fully justified. Our recommendations are summarised. in Chapter 7.

1The detailed background is described in our first Interim Report (Review Body on Top
Salaries, Report No. 2: Interim Report on Top Salaries—Cmid 5001, June 1972).
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CHAPTER 3
e

THE SENIOR GRADES OF THE HIGHER CIVIL SERVICE AND SENIOR
OFFICERS OF THE ARMED FORCES.

Background

35. The civil service and the armed forces each have homogeneous and
highly structured hierarchies. The civil service provides the machinery of
Government, and administers Goverriment policy through more than 30 major
Departments of State, and over one hundred minor Departments whose
functions are many and varied. The senior grades of the Higher Civil Service in
general carry substantial responsibilities in planning and advising Ministers on
policy and in relation to very large resources ofmanpower and capital. In recent
years, there has been a gradual change from the anonymity of thé “faceless
bureaucrat” to much greater focus on public accountability, to Parliament
(through Select Committees) and even to some extent to the public through
the modern systems of communication. Much of the work has no direct parallel
outside Government service. Of the total of 506,000 non-industrial civil servants,
some 800 comprise the senior grades of the Higher Civil Service.

36. The majority of, but by no means all, civil servants who reach the levels
within our terms of reference enter direct from their university in their early
20s; some enter later after having acquired experience elsewhere. In general,
those. who enter do so with a lifetime career ahead, Promotion is by selection.
The average age of promotion to Under Secretary is 48 years, and the average
length of service in each of the grades with which we are concerned is 4-5 years.
A few appointments are filled each year by recruitment from outside (7 in the
last two years), and a rather larger number leave to take up jobs outside (15 in
the last two years). The normal age of retirement is 60, but service may be

_ continued to age 65 at management discretion and counts towards enhancement
of pension. A pension rising to a maximum of one half final salary is payable
after 40 years’ service, together with a supporting lump sum: taken together,
these are actuarially equivalent to a pension of two-thirds final salary. Pensions
are increased annually in line with rises in the cost of living, and benefits may
be enhanced for those prematurely retired.1 The grades with which we are
concerned are, without exception, entitled to 6 weeks (30 days) leave a year.

37. There is a close working relationship between top civil servants and.top
armed forces officers in the headquarters of the Ministry of Defence, and some
appointments may be held either by a senior service officer or by a senior civil
servant. The pay of the armed forces at these levels has, in the past, had a close
relationship with pay at comparable levels in the civil service. As we said in our
first Interim Report in 19722, we considered it necessary to test the de facto
relationships that had grown up between the various groups and, to this end, we

4Appendix C (paragraph 2).
*Review Body on Top Salaries, Report No. 2: Interim Report on Top Salaries—Cmnd.

5001, June 1972 (paragraphs 2 and 27).
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decided to commission a common study of these two sectors by comparison
with each other and in relation to industry. We shall describe this experiment
in some detail, and explain the conclusions we have drawn from it (paragraphs
51—64 below).

38. In recent years, the numbers in the armed forces have fallen steadily as
defence commitments overseas have been reduced. They ‘now total some
346,000. The UK armed forces are amongsta small minority that are maintained
by voluntary recruitment. Their need to be fully trained and ready for combat
at short notice demands the maintenance of a high state ofmental alertness and
physical fitness at all times. The sophistication and complexity of the modern
weapons with which they are equipped also demands a high degree of techno-
logical knowledge and expertise. The responsibilities of senior officers fall into
four main categories: professional and military advice to the Government;
planning and implementing plans on the shape, size and deployment of the
forces within Government defence and overseas policies; control of operations
in a range of circumstances in peace or war; and the management of the armed
forces. Of the total of 245 senior officers within our terms of reference, 98 serve
in the headquarters of the Ministry of Defence.

39, Inthe armed forces, the average age of promotion to Major General or
equivalent is 50, and thé average length of service in each rank within our
terms of reference, taking retirements into account, is 3 years. Officers generally
are not free to retire when they choose, but may be released before they reach
the compulsory retirement age for the rank in which they are serving if their
services are no longer required. Voluntary retirement is possible only exception-
ally, other than in circumstances of a decision to reduce the size of the armed
forces. In such circumstances, special compensation for premature retirement
has been given on two occasions in recent years. The average age of retirement
for a Major General is 54 years, for a Lieutenant General 564 years, and for.a
General 582 years. Officers are placed on the Retired List, and remain under a
continuing liability to recall for active duty in case of war or emergency.
Provided that they have served at least 16 years, they receive retired pay, which
rises from about one quarter of final salary to a maximum (after 34 years
service reckonable from age 21) of one half of final salary+. In addition, a
terminal grant is payable’ and pénsions are increased annually in line with rises
in the cost of living. In the case of voluntary retirement between age 40 and
age 50, a small deduction is made in both pension and terminal grant. All
members of the armed forces are entitled to 6 weeks (30 days) leave a year.

Pay principles
Senior grades of the Higher Civil Service

40. We have outlined in Chapter 2 the development of the principles on
which pay in the civil service as a whole has been assessed since. 1931. We quote
here the detailed principles recommended by the Priestley Commission? in 1955
for the civil service generally, which have been observed for all grades up to

1Field Marshals (and equivalents) are placed on half pay irrespective of length of service
in the rank,

*Report of the Royal Commission on the Civil Service 1953-55—Cmd. 9613, November
1955 (paragraph 769 (1)-(3)).
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arid including Assistant Secretary:
““(1) The énd to be served by principles ofpay in the civil service may be
stated as the maintenance of a civil service recognised as efficient and
staffed by members whose remuneration and conditions of service are
thought fair both by themselves and by the community they serve.

(2) The primary principle of civil service pay should be fair comparison
with the current remuneration of outside staffs eniployed on broadly
comparable work, taking account of differences ir other conditions of
service.

(3) Internal relativities.should be used as a supplementto the principle of
fair comparison in settling civil service rates in detail and,may haveto be
the first consideration when outside comparison cannot be made, but

~

they should never be allowed to override the
primary

principle or becorrie
too rigid.”

In the case of the Under Secretary and above, the Priestley Commission
advocated a far less precise application of the “fair comparison” principle. In
doing so, they endorsed the principle of broad. banding. They considered that
account ought to be taken of salaries in industry (both private and national-
ised), commerce and finance, and of comparisons with other public services
and with senior university staffs. They said that:

“Tradition and convention also play a part; regard must be-had'to the
level of remunération which will be considered reasonable for the most
senior civil servants.’*4

41. The Priestley Commission’s detailed recomméndations on pay levels
relatedto conditions in mid-1955, and they were brought up to date and
implemented with effect froni I April 1956. Subsequently, the machinery
proposed for reviewing the pay of the Higher Civil Service was set up, and a
Standing Advisory Committee under Lord Coleraine (who was succeeded first
by Lord Franks and later by Lord Plowden) was appointed. The first review
was carried out in. 1959 and ten reports in all were submitted: the last substan-
tive review was completed in 1969. The Standing Advisory Committee made
its own inquiries, and carried out its own surveys independently of the Civil
Service Pay Research Unit, which had been set up in accordance with the

.
Priestley Conimission’s recommendations to provide factual information on the
comparisons ‘which form the basis of pay negotiations for the Assistant
Secretary and below. It aimed to time its own inquiries to coincide with the
fact-finding exercises for the Assistant Secretary and belowin the Administrative
Class, and to: report shortly after a settlement had been negotiated. In 1971, we
were appointed as a Top Salaries Review Body with our wider remit,

42. We turn now to the question of range pay for the senior grades of the
Higher Civil Service. In 1968, the Committée undér the Chairmanship of
Lord Fulton, which had been appointed t6 inquire into the structure, recruit-
ment and management of the Home Civil Service, recommended that a unified
grading structure should be introduced in the part of the civil service that is
now covered by our terms of reference. At the same time, the introduction of
range pay was recommended for everyone within the unified grading structure

1Report of The Royal Commission on The Civil Service 1953-55—Cmd. 9613, November
1955 (paragraph 366). .
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except for the Permanent Secretary. The Plowden Committee (in its Ninth
Report) also supported the introduction of range pay as a means of relating
salary to performance, and suggested that the pay rates then recommended
could be regarded as the base for the ranges. The Fulton Committee argued the
case for its introduction in the following terms:

“The basis of the system we are proposing is the establishment of a
number of successive grading levels that together would embrace all the
jobs in the service. Each grade would carry a range ofpay ... An essential
feature of the system is that the salary range (or scale) for each grade
should be relatively broad, and that there should be overlapping ofsalaries
between the grades .. . This is to provide scope for advancement within
grades. Thus, while the most able will be promoted well before they reach
the maximum of their grade, others can continue to earn salary increases
within the same grade.”+
“We have said .. . that each grade should carry a range of pay. This, in
our view, should: be true of all grades except the very top one—which
should be a flat rate varied only in the case of the Head of the Civil
Service—and possibly the grade immediately below ... Regular annual
increments seem to us unsuitable and the numbers are small enough to
make a different system practicable. The range of pay for each grade
should in effect become a “band” of pay, in which only the maximum
andminimum points for each grade would be published, and the progress
of each officer through the band would not be on a regular incremental
basis but determined by an annual review of his performance. Individual
salaries would not be published.’’?
43. A comprehensive review of the structure of the Higher Civil Service

was carried out by a joint team of civil servants and consultants as part of a
programme of work agreed by the Official and Staff Sides of the National
Whitley Council, following the Fulton Committee’s Report. This review led to
a recommendation against the introduction of range pay, both because a
sample inquiry indicated that there would be widespread scepticism about the
fairness of the system with consequent risk to morale, and because of the
“collegiate” nature of the work of the Higher Civil Service. As a result, flat
rate salaries have continued.

44. We have ourselves questioned the validity of the objections to a change
of system. Range pay at very senior levels is common in industry and, in any
case, we envisage that an individual’s place within the range would be known
only to those directly concerned, and the limits of the ranges alone would be

published. However, the view has been expressed to us quite widely in evidence
that range pay based on merit rating as defined by the Plowden Committee
would, on balance, be liable to detract from performance, because of the
difficulty of evaluating it fairly and consistently between Departments, and that
this could give rise to a type of competitiveness that is alien to the civil service.
An alternative type of range pay would be one in which the individual’s point
in the range is determined by reference to job weight and level of responsibility.
On the other hand, it has been represented that this concept would be in-
consistent with a highly structured hierarchy in which individuals are graded

1The Civil Service—Cmnd. 3638, June 1968 (paragraphs 218 and 219).
*Ibid., (paragraphs 228 and 229),
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according to the level of responsibility exercised. Moreover; we have been told
that it is the longer term aim to streamline the job structure to produce an even
weight of responsibility at the top levels. For our own part, we are not al-
together convinced by the arguments used to justify the rejection of the Fulton
Committee recommendation, and we are frankly sceptical of any suggestion
that there might ultimately be an even weight of responsibility among those
holding the most senior posts. One cannot forecast what political decisions will
be taken in the future regarding the size and scope of individual Departments,
sometimes under the pressure of circumstances from outside. Nor will those
with first-hand experience of Government believe that the burden on Under
Secretaries or Deputy Secretaries in a Department could be anything like
uniform, though the pressure on a particular individual may suddenly
increase (perhaps as the result of a political initiative). in which case the
“range”? system could proceed to operate. We are not convinced thatmachinery
could not be devised to evaluate “merit-rating” fairly and with reasonable
consistency between Departments. While we must note the near-unanimity
of evidence that was expressed to us in the contrary direction, we hope that
this issue will remain alive and be the subject of further discussion in due
course,

Senior officers of the armed forces
45. We have referred (Chapter 2) to the absence of recognised principles on

which the pay of the most senior officers of the armed forces was determined in
the past. By 1953, a broad relationship had evolved between the pay of themost
senior officers in the armed forces and civil service pay at comparable levels,
although there was no firm link, and certain problems had arisen in the im-
mediate post-war period. This broad equivalence developed largely because of
the problems involved in assessing the pay of all officers, not only the most
senior, as (unlike for other ranks) no precise civilian equivalents existed for
comparison with officers generally. This relationship, which was accepted in
both areas, equated Major General with Under Secretary, Lieutenant General
with Deputy Secretary, and Genéral with Permanent Secretary. The relation-
ships were regarded as approximate only, and as illustrating broad relative
status. As a result, the pay of senior officersin the armed forces was increased
with effect from 1 April 1956, in line with theincreases for the senior grades of
the Higher Civil Service that flowed from the Priestley Commission’s recom-
mendations, although the rates were not the same.

46. One of the principal factors that the Grigg Committee took into
account in 1957-58! was the adequacy of the remuneration offered, and the
conclusion was that, at the time, it represented a “reasonable equivalence”
with civil remuneration, and did not constitute a deterrent to recruitment.
“Equivalence” was defined as meaning that “people who join one of the Services
can expect to get a fair reward for what they do, and are likely, taking their
career in the service as a whole, to be able to maintain the same standard of
living as they would have done if they had remainedin civil life’. The Com-
mittee concluded that officers’ pay was “at the moment of the right order,
bearing in mind that they must expect equality with other public servants,
rather than with the fewer, but more glittering, prizes offered in industry”.

+Report of the Advisory Committee on Recruiting-(under the chairmanship of the Rt. Hon.
Sir James Grigg) —Cmnd. 545, October 1958.
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Without distinguishing between the most senior officers and other officers, or
between officers and -other ranks, the Committee recommended that the
-Services’ pay should be reviewed every two years, to take into account move-
ments in civilian earnings over a range of occupations to be determined by
agreement between the Treasury? and the three Service Departments.

47. The Government accepted this recommendation and, in the first of the
biennial pay reviews? in 1960, announced the basis on which changes in armed
forces’ pay would be determined in future. Officers’ pay was to be governed
broadly by the relative changes in the pay of comparable grades in the
Administrative Class and the Executive Class in the Home Civil Service.
Comparison at that time with the senior grades of the Higher Civil Service
established that the Permanent Secretary straddled the ranks of General’ and
Field Marshal, and the Deputy Secretary straddled the ranks of Lieutenant
General and General. These links were retained in 1962 and were endorsed by
Ministers, despite the fact that, as a result, on that occasion the pay of
Lieutenant Generals and above was not increased.

48. Following the setting up of the National Board for Prices and Incomes
in 1965 and the subsequent introduction of a statutory incomes policy,? the
increases proposed as a result of the 1966 biennial review were referred to the
Board, who recommended implementation pending consideration of a new
system of review. The Board’s report commented on the relatively “crude
application of the principle ofcomparability enshrined in the Grigg formula’’,
and questioned whether it could be fully reconciled with the pay criteria in the
then current incomes policy.*

49. In November 1967, the Government of the day referred the pay of the
armed forces to the NBPI for review on a standing basis. The first two reports
under this reference’ were concerned primarily with the structure below the
levels in our terms of reference. The Third Report* commented on the position
of the most senior officers in the following terms:

“In determining the pay of senior officers (from Major General upwards)
we have been guided partly by the fact that many of them work in close
conjunction with higher civil servants and that in the past the Govern-
ment, in determining pay for sénior officers, has had the pay of higher
civil servants in mind, though the relationship does not appear to have
been made explicit. We have therefore arbitrarily chosen figures primarily
to maintain reasonable differentials between ranks but also taking some
account of present pay levels in the Higher Civil Service”.

The Fourth Report? dealt specifically with the pay ofsenior officers in the

‘Prior to the setting up of the ‘Civil Service Department following a recommendation of
the Fulton Committee, overall responsibility for pay and conditions in the parts of the public
service with which we are concerned lay with the Treasury. .

*Service Pay and Pensions—Cmnd. 945, February 1960,
3Prices and Incomes Act 1966.
4NBPI Report No. 10: Armed Forces Pay—Cmmnd. 2881, January 1966.
5NBPI ReportsNo. 70 and No. 116: Standing Reference on the Pay of the Armed Forces,

First and Second Reports—Cmnd. 365] and Cmnd. 4079.
SNBPI Report No. 142: Standing Reference on the Pay of the Armed Forces, Third

Report—Cmnd. 4291, February 1970 (paragraph 43).
7™NBPI Report No. 157: Standing Reference on the Pay of the Armed Forces, Fourth

Report, The Pay of Senior Officers—Cmnd. 4513, December 1970 (paragraphs 11 and 15).
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light of the Plowden Committee’s Ninth Report and, after describing the

background (as we-have done), expressed the following view:

“Tn our view, however, a direct comparison of salaries could be regarded
as appropriate.at thehighest rank. In the.armed forces; the highest post is
that of the Chief of the Defence Staffwhichmay befilled from any of the
three Services... Normally there is no other officer of equivalent rank
serving actively at the same time. Since we are required. to consider thé

pay of senior officers in the light ofthe pay award:to higher-civil servants,
we consider that a parallel may reasonably be drawn between the officer
who has reached the highest.rank attainable in the armed forces and those
civil servants who have reached the highest ranks attainable by a career
official in civil life. There are four such civil servants: the Permanent
Secretaries to the Civil Service Department and the -Tréasury,. the

Secretary to the Cabinet and the Head of the Diplomatic Service.”

“Tn framing our recommendations about the pay of Generals and below,
therefore, we have decided not to take into account either the exact levels
of pay in the equivalent grades. of the Higher Civil Service or the exact
percentage incréases that have been awarded in the past. We have, how-
ever, paid some regard to the rough magnitude of recent awards to higher
civil servants since they form a precedent which the Government as em-
ployer cannot ignore. For the rest, we have to consider what is an appro-
priate structure of differentials at the higher levels of the armed forces.”

50. The salaries recommended by the NBPI in the Fourth Report included
an ‘*X factor” element for all except the Field Marshal and equivalent. The
X factor is desigried to compensate for the balance of advantage and dis-
advantage of Service life by comparison with civil life, and was valuéd

experimentally by the NBPI at 5 per cent for men when it was introduced in

1970 (subject to.a limit of £200 a year, which was increased in 1972 to £250).
The NBPI defined elements of the X factor as:

combination of exposure to danger, discipline, total commitment
to the Service and the frequent uprooting that is inseparable from Service
life. This combination of factors must be set against advantages which
the serviceman hag over most civilians. Some of these are the counterpart
of the disadvantages mentioned above: adventure, variety, and the chance
to travel, although this is diminishing. Moreover, servicemen have greater
security in many ways than most civilians . . .”+

The value of the X factor has recently béen incréased following the Armed
Forces Pay Review Body’s 1974 review from ‘5 per cent to 10 per cent (for men)

subject to an upper limit of £500 at the rank ofLieutenant Colonel. The greater
‘part of the increase is in recognition of work done during ‘“‘unsocial” hours
under the Stage 3 Pay Code, and a taper has been introduced at Lieutenant
Colonel, Colonel and Brigadier levels to reflect the fact that the aspects of
service life which are recognised in the X factor bear less hardly at these higher
ranks. A fortiori, they are still less relevant to those within our terms of

reference,

INBPI Report No. 142: Standirig Reference on the Pay of the Armed Forces, Third
‘Report—Cmnd, 4291, February 1970 (paragraph 49).
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Job comparability study between the senior grades-of the Higher Civil Service,
senior officers of the armed forces and industry (private sector and nationalised)

51. In our approach to the problem of evaluating the jobs of the senior
grades in the Higher Civil Service and senior officers in the armed forces, and
against the background of the Priestley Commission’s primary principle as it
affected the former, we decided to set up an Advisory Group, to carry out a
study of jobs in the civil service, in the armed forces and in industry and com-
merce, composed of people with direct and recent experience in each of the
fields and supported by a firm of management consultants with substantial
experience of job evaluation. Mr. H. W. Atcherley, one of our members and
formerly Personnel Co-ordinator of Royal Dutch Shell had such experience
and acted as Chairman of the Advisory Group. We invited Mr. W. 8. J. Carter
(formerly Deputy Chairman of the Imperial Tobacco Group, Sir Charles
Cunningham (formerly Permanent Secretary at the Home Office and subse-
quently Deputy Chairman of the United Kingdom Atomic Energy Authority),
Admiral Sir Francis Turner (formerly Chief of Fleet Support and member of the
Admiralty Board), Mr. J. J. S. Shaw (formerly a Deputy Secretary in the Civil
Service Department), Major General P. F: Pentreath (formerly Signal Officer in
Chief of the Army) and Mr. D. L. Pearson (a serving Under Secretary) to be
members, We had no preconceived ideas on the practicability of the exercise,
which was experimental in nature, and we were aware that there would in-
evitably be problems in making comparisons across frontiers and in widely
different fields. We invited the Group to decide on its own détailed methods of
work with the aim of establishing a reasonable sample of jobs in industry,
commerce and finance at comparable levels of responsibility. We knew that
exact comparisons of work, particularly at the highest levels, were likely to be
very few indeed, and that the judgment of comparability would in many cases
depend on broad overall assessment of responsibility. The procedure we adopted
aimed to provide a means of bringing together knowledge and experience of
the structure and requirements within the public service and in industry, supple-
mented by professional expertise in the field of job evaluation. The Advisory
Group reported in 1973: its report is at Appendix D. Information on the salaries,
superannuation arrangements and other benefits attached to the jobs found to
be comparable was collected separately on our behalf by the Office of Man-
power Economics. Additional information on the range of salaries generally
paid in outside industry for jobs of like weight was provided by the consultants.

52. The Group was supplied with a representative selection of jobs in the
internal field, together with job descriptions, which were obtained on our
behalf from the Civil Service Department and the Ministry of Defence. From
these, 39 jobs were selected—26 in the civil service and 13 in the armed forces—
for detailed examination and consideration. In the-external field, we approached
the Chairmen of 10 large organisations in industry, commerce and finance, and
of four of the largest nationalised industries. The private sector organisations
represented a cross-section of industry, commerce and finance. A total of 55
outside jobs--36 in the private sector and 19 in the nationalised industries—
was selected for similar detailed examination and consideration. Each job was
examined by a team of three members from the Group, one from each back-
ground, each of whom was able to bring to bear direct knowledgé and recent
experience of his environment. The teams were supported by the consultants.
In this way, the basis of the study was broadened beyond the strict limits of the
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sample, and members of the Group were able to acquire an extensive under-
standing of the fields from successive interviews and subsequent discussions, to
provide a basis for judgment about relationships between jobs in the different
areas.

53. The methods adopted are described in detail in the report on the study
(Appendix D). Briefly, the Group first satisfied itself on the acceptability of
the de facto relationships between the various levels in the internal field of the
civil service and the armed forces, and then set about assessing them against the
selected jobs in the private sector and the nationalised industries in the samiple.
The Group found that it was able to form.a judgment about the broad equiva-
lence of virtually every job in the sample, although detailed comparison was
much more difficult, as some jobs had little in common with any in the other
environments. The Group looked for links ‘between jobs in the different sectors
on the basis of functional similarity as a means of testing its assessments. This
was not possible in every case—for example, civil service jobs primarily con-
cerned With advice on policy involving national issues—but close functional
similarities which facilitated direct comparison were found between the majority
of the jobs in the sample. The Group was able to identify a range of jobs in the
private sector and the natianalised industries which, in its opinion, correspond
to the grading and rank levels at the top of the civil service and the armed forces.

54. The Group for its part felt satisfied that the methods ofjob comparison
used in the study did provide a reliable basis on which to assess pay in our field,
and suggested that, for the immediate future, the information on pay and other
conditions of service could be brought up to date without a further large-scale
study. In the longer term, it recognised the importance of taking account of
possible changes in rank and grading standards or in private sector practices,
and suggested that checks of job comparability across’ thé sectors, perhaps
every five years or so, would achieve this.

55. In.commenting on the principles on which the pay of the senior grades
of the Higher Civil Service can most appropriately be fixed, our Advisory Group
found itself in sympathy with the view expressed by the Plowden Committee in
its Ninth Report, that greater emphasis should be laid on comparisons with
industry, finance and commerce, and pointed out that comparison with other
areas of the public service raises questions of circularity and possible. “leap-
frogging”’. In particular, the Group regarded senior university appointments. as
of very limited relevance since, in their view, there was no functional similarity
to civil service or armed forces jobs. The Group regarded it as important that
salary levels should be adequate to bear a reasonable relationship to rewards
outside for comparable levels of responsibility, while not attempting to match
the highest salaries payable in industry. It attached considerable importance to
the provision of a reasonable progression for able people on the way up the
career structure, and to enabling comparable standards of living to be main-
tained to those enjoyed by people of similar attainment and responsibility in
other walks of life, both at the same stage of a career and also in retirement.
The Group noted that, on the occasion of the 1970 review of the pay of senior
officers of the armed forces, the terms of reference effectively required an assess-
ment by comparison with the civil service alone, and thus by indirect comparison
only with the private sector. The Group was particularly impressed by the extent
to which direct outside comparisons could be made for the armed forces
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because of the high proportion of line management appointments examined:
this was seen to have the additional advantage of providing further material to
test civil service salaries at these levels. The Group therefore concluded that
direct comparison ought to be made in the future.

56. The Group recognised the existence of important differences between
top jobs in industry, commerce and finance on the one hand, and in the civil
service and the armed forces on the other, and that these differences would need
to be taken into account in determining pay. Particular mention was made of
job security, with which career prospects were associated: the Group noted
that we had commissioned a separate study of this aspect ofjob comparability,
and did not therefore attempt a judgment of the part it should play in assessing
pay levels. It recognised that it is a matter of subjective judgment where the
final balance of advantage and disadvantage lies between the various other
factors, but expressed the view that none of them other than thé “X factor”
should significantly affect relativities between private sector pay and the top
levels of the civil service and the armed forces. In particular, it gave careful
consideration to differences in the environments, and concluded that no dif-
ferentiation in the levels of reward for jobs of comparable weight would be
justified on these grounds.

Our views

57. We are grateful to the members of our Advisory Group for the very
great amount of time, care and effort that they devoted to the study, and for
the thoroughness of their report. They have in effect confirmed our preliminary
view that precise comparison between jobs at the very top of the civil service
and of the armed forces, and jobs in the private sector is not practicable. On
-the other hand they have found—and we accept—that an assessment of broad
equivalence is possible even at the very top; and we also accept that there are
a number of jobs near the top where there is a sufficient similarity of function,
as for example in finance posts, to make direct comparison a useful exercise
(though some of us have residual doubts about the results of the comparisons in
particular cases). We do not ourselves go so far as the Advisory Group in
rejecting by implication the wider basis of comparison advocated by the
Priestley Commission and favouring only the narrower basis of comparison with
industry, commerce and finance preferred by the Plowden Committee. But we
all agree with the general conclusion that job comparison. of the kind carried out
by the Advisory Group, however difficult in practice, constitutes a valuable
and indeed necessary part of the process of determining pay at the levels with
which we are concerned.

58. If we were to make such comparison the sole criterion for pay in the
highest levels of the public service, then it would imply larger increases than
we are now recommending. From the information which we have collected on
pay and other conditions of service in the private sector, it is clear that salaries
at these levels in the public service are well below those for jobs of comparable
weight in industry, commerce and finance. Yet we agree with the Advisory Group
that pay in the public service should not attempt to match the highest salaries
that can be obtained for jobs of comparable weight in the private sector.

59. In the first place, there is the marked difference in accountability to
which we have drawn attention in Chapter 2. In private industry, as the Advisory
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Group points out, the eniphasis is. on profit,productivity and. growth, It is this
and. the competition

for management ability, itself a scarce resource, which
have resultedin liigh. salaries at and. below Board level, and have ledin some
instances to very high rewards .at the top. In this respéct, the nationalised
industries,. for their part, come somewheré between the private sector and the
public service since they must pay salaries that are capable of attracting men
and women from the private sector and. retaining them, On the other hand,
appointment to the higher levelsin the civil servicé and armed forcesis almost

always by promotion fromwithin. Secondly, thereis the question-ofjob security.
We agree with thé findings of the special study on our behalf

(Appendix H)that, although it is an over-simplification to-régard the public sector as “safe”
and the private sector as “dangerous”, there is undoubtedly a greater degree of
security in most ofthe public service. Thirdly, there are a considerable number
of other factors, less easy to defirie, such as job satisfaction, ‘stability and con-
vention. All these are: reasons why thé salaries we recommend for the highest
levels in the civil service and the armed forces are below those for jobs of
comparable weight in the private sector. At the same time, we acknowledge
equally the importance of salary structures in the civil service and armed forces
that recognise levels of responsibility and are sufficient to ensure that their
ablest people do not seek employment .élsewhere.

60. We note that the Group as a whole was satisfied that the existing
relationship between the senior grades of the Higher Civil Service and senior
officers of the armed forces remained appropriate, and we accept that it should
‘be continued, subject to review from tithe to time, since circumstances may
change and we do not consider that any horizontal relationship should be
allowed to become rigid. There are, however, two additional considerations on
which the Group has commented: first, the application of the ““X factor” to all
ranks except the Field Marshal (paragraph 50), and secondly, the payment of
“responsibility” allowances to certain appointments.

61. We have considered whether an “X factor” addition to pay is in

principle appropriate for those senior officers within our terms of reference, and
we have concluded that the.concept is not valid at these levels. It is normal both
in the public service and outside for top management remuneration to cover
all the

requiréments
of the job and all the conditions attached to it. We believe

that this is appropriate also at the highest levels. of the armed forces and our
reconimendations, therefore, do not include a special addition on account of
theX factor.

62. Taxable “responsibility” allowances are paid to the sénior Officers in
the following appointments:

Chief -of Defence Staff, Chiefs of Staff of each Service, and
Deputy Supreme Allied Commander Europe — £1,000-a year

Service members of the Defence Council and of the three
Service Boards — £5004 year

The rates have remairied unchanged since 1946, when the allowances were
introdticed as an additional element in remuneration attributable to the greater

Report of a Study to.compare the degree of job insecurity in the private and public sectors
by Mr. D. H. Fulcher and Mr. A. F. L. Bowley.
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responsibilities of officers in the qualifying posts than in other appointments at
the same rank. The Group has suggested that this practice ought to be reviewed
although it recognised that, because of rank structure, it might be necessary

’ for jobs of markedly different size and nature to be held by officers of the
saime rank, and that, in such circumstances, a responsibility allowance might
be justified. In general, we do not consider that it is appropriate for a special
allowance to be paid in recognition of responsibility at the most senior levels:
the salary for the job should recognise the full range of duties attached to it.
There is, however, normally one appointment only at the rank of Field Marshal
or equivalent, and payment of an allowance at this level is, in our view, clearly
anomalous. It also has implications for pension; although the allowance is
taxable, it is disregarded for pension purposes, and there is thus a distinction
in retirement between a former Chief ofDefence Staff and a former Head of the
Home Civil Service. The salary we recommend for Field Marshal is the level
we judge to be appropriate for the post of Chief of Defence Staff. As a result,
the pension of the Chief of Defence Staff will be enhanced: we regard this as
right. We express the hope that the payment of the responsibility allowances to
other. appointments to which we have drawn attention will be reviewed: we
consider that the rates of pay which we recommend are appropriate for the
full range of duties.

63. A tax free entertainment allowance is also paid to senior officers who
hold particular appointments, at varying rates depending on the appointment
and its location. We have been told by senior officers that these allowances are
just adequate to cover the necessary cost incurred in the performance of official
duties, and we understand that an acceptable method of assessment has been
introduced for the regular review and revision of the allowance. This seems to
us to dispose of the issue and we make no recommendation on it.

64. The relationship ofmedical and dental officers with combatant officers
poses a special problem. At Lieutenant General level, the duties are wholly
administrative and, in the past, pay has been equated to the pay of the com-
batant Lieutenant General. However, up to and including Colonel, the pay of
medical and dental officers has been determined by comparison with the
average earnings of General Medical Practitioners in the National Health
Service, and these have usually resulted in a lead over the pay of the equivalent
combatant officer. The pay of Brigadiers and Major Generals has then been
projected to provide a reasonable progression and the present lead (£100) at
the level of Major General is relatively insignificant (Appendix A). We under-
stand that most medical and dental Major Generals (and their equivalents)
are employed wholly on administrative duties, and only a relatively small
proportion—six out of a total of 19—are essentially clinical advisers and act
as consultants. In this capacity, they receive a substantial ‘additional pay”
element.1 We see no merit in the present lead at Major General level, and our
recommendations reflect this view.

65. Recommendation: We recommend that the senior grades of the Higher
Civil Service and senior officers of the armed forces should be paid the following

1The current annual rates of consultant pay are £602 on appointment rising to £730 after
35 years, and to £876 after 10 years.
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annual salaries:
Civil Service £
Head oftheHome Civil Service,
Permanent Secretary to the

Treasury,Secretary to the Cabiriet - +s 23,000
Permanent Secretary : Saat 21,000
Second Permanent Secretary . 1 ve we 19,000
Deputy Secretary ve 15,000
-Ufider Secretary’ - ... ve 12,000

Armed Forces .

FieldMarshal. 23,000
General . 21,000
Lieutenant

General
15,000

MajorGeneral. es 12,000

The recommended salaries cover medical and dental officers and the equivalent
ranks in. the Royal Navy and Royal Air Force:
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CHAPTER 4

THE HIGHER JUDICIARY (AND CERTAIN OTHER JUDICIAL
APPOINTMENTS)

Background

66. We believe that it would te useful, in setting the background to the

evaluation which we have made, to describe briefly the judicial structure with
which we are concerned, as many are unfamiliar with the arrangements for the
administration ofjustice in the United Kingdom.and with the difference between
the various judicial appointments.

67. Jurisdiction. in criminal and civil cases is exercised through separate
courts, and there are different arrangements in England and Wales, in Scotland
and in Northern Ireland. Each system has evolved separately, though thére are
many common features. The report of the Royal Commission on Assizes and
Quarter Sessions!.recommended miajor reforins of the court system in England.
and Wales as a result of which the criminal jurisdiction formerly exercised by
the Courts ofAssize, the Central Criminal Court, the Lancashire Crown Courts
and the Courts of Quartér Session has been vested in a single Crown Court.
There are now only two courts in which criminal cases are tried: the Crown
Court for the serious cases and the Magistrates’ Court for the lesser offences.

Similarly, in the case of civil actions, important cases go to the High Court
and minor cases to the County Court. Cases in the High Court, the Crown
Court and the County Courts are tried by members ofthe permanent judiciary,
the High Court Judges and the Circuit Judges, assisted by part-time judges
appointed as Recorders. In the Magistrates’ Courts, cases are tried by the lay
justices and by stipendiary magistrates. The concept of flexibility recommended
by the Royal Commission, and adoptedin thé Courts Act 1971, involves much
inter-change of jurisdiction between the two main classes of judges, the High
Court Judgés.and the Circuit Judges. Yet within this system, two principles are
maintained: the High Court Judges deal with the more difficult cases, civil and
criminal, and the magistracy, lay and professional, deal with the vast mass’ of
the lesser criminal cases.

68. Appeals, criminal and civil, go to the Court of Appéal, but appeals
from magistrates go to the Crown Court. The permarient judges of the Court
of Appeal are the Lord Chief Justice, the Master of the Rolls, and the Lords
Justices of Appeal. All High Court Judges may—and all Queen’s Bench and
many Family Division Judges do—sit in the Criminal Division of the Court of
Appeal and take their turn with the Lord Chief Justice and the Lords Justices,
The

House
of Lords, with the Lord Chancellor and the Lords of Appeal in

‘Report by theRoyal Commission-on Assizes
and Quarter Sessions 1966-69—Crnd. 4153,

September
1969,
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Ordinary (the Law Lords), is the final appellate court for the United Kingdom.
1

Members of the judiciary also sit on a numberof special courts and tribunals:
69, There are some differences in the: court system in Scotland, but the

structure of the court system ih Northern Ireland is similar to England and
- Wales. In. Scotland, while the jurisdiction .of lesser offénces, both civil and
criminal, is exercised in the Shefiff’s Court, the superior court for hearing
civil casés is the Court of Session, and for criminal casés the High Court of
Justiciary. The Judges of the Court of Session (the Lords of Session) also sit as
Lords Cominissioners of Justiciary. Appeals in civil cases are dealt with by
the Inner House of the Court of Session (the Outer House hearing cases at the
first instance) and appeals in criminal cases by the Court of Criminal Appeal
of the High Court of Justiciary. The permanent appeal judgés are the Lord
Justice Clerk and the Lord President of thé Court of Session,

who
hears appeals.in criminal cases sitting as Lord Justice General.

70. The Master of the Rollsis:the President of the Court of Appeal, the
Lord Chief Justice of the Queen’s Bench Division of the High: Court, and the
Lord Chancellor of the Chancery Division.?The Family Division of the High
Court (formerly the ‘Divorce, Probate. and Admiralty Division) is under a
‘separate President. All Héads of Divisions, especially the Lord Chief Justice,
have heavy administrative responsibilities in addition to their judicial work.
-Apart from their judicial duties, thembers of the Higher Judiciary may bé-called
on to preside over Royal Commissions; Committees of Inquiry; and. other special
bodies temporarily constituted. to investigate particular aspects of national life.

71. The present corps of Circuit Judges includes a large number of judges
who, prior to the Courts Act, had separdté jurisdiction and titles, such as
Official Referees of the Supreme Court, the Recordér of London, the Common
Serjeant anid Additional Judges of the Central Criminal Court, the Recorders
of Liverpool and Manchester, certain full-time Chairmen and Deputy Chaifmen
of Quarter Sessions,. and County Court Judges. All are now designated Circuit
Judges,’ and: théir jurisdiction derives from their tenure of that judicial office.
As we have said, the County Court remains a separate court for the trial of
minor civil cases, but its judges are Circuit Judges.

72. The-pérmanent judiciary sitting in the High Court and the Crown Court
are assisted by a considerable body of judicial officers, of varying degrees of
responsibility and jurisdiction, called Masters and Registrars. They are con-
cerned, in the main, with proceedings before and after the trial of an action, but

they also try some cases finally, subject to appeal. They form an essential element
in the judicial structure.

73. All members of the permanent judiciary, apart from Masters and
Registrars, are appointed by the Crown. The most senior appointments,such
as the Lord Chief Justice and the Lords of Appeal in Ordinary, are made on
the ‘recommendation of the Prime Minister, following consultation with the
Lord Chancellor. All other appointments are made on the recommendation of
the. Lord Chancéllor or, in the case of the Scottish judiciary, of the Secretary of

‘Two of the present Lords ofAppeal in Ordinary formerly practised at the Scottish Bar.
- 2In practice, the Vice-Chancellor is thé effective head of the.Chancery Division.
®The Recorder of London and the Common Serjeant

continue
tobe.

known by their ancient:
titles.
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State on the nomination of the Lord Advocate. Nearly all appointments to the
permanent judiciary on the High Court Bench or the Circuit Bench are made
from the ranks of barristers in active practice: it is very unusual for a barrister
to be appointed direct to the Court of Appeal or to the House of Lords. The
statutory qualifications for appointment are significantly below those operated
in practice: for example, a High Court Judge may be appointed from the ranks
of barristers of 10 years’ standing at the Bar, but it would be rare for any
barrister to be appointed before he had been in practice for,at least 20 years,
and the average period is 30 years. In general, appointments to the High Court
ate made from among the leading practitioners at the Bar, but Circuit Judges
have been, and no doubt will continue to be, promoted from the Circuit Bench
to the High Court, The Lords Justices of Appeal are usually drawn from the
High Court Bench, and the Lords of Appeal in Ordinary appointed from the
Lords Justices of Appeal. High Court Judges, the Lords Justices of Appeal and
the Lords of Appeal in Ordinary may be removed from office by resolutions
passed by each ‘House of Parliament. All other judges can be removed from
office by the Lord Chancellor on grounds of incapacity or misbehaviour.

74. Although nearly all the higher judicial offices are filled from the Bar,
solicitors are eligible for such appointments as stipendiarymagistrates, Recorders
and, in certain cases, Masters and Registrars. Since the Courts Act 1971, it is
possible for a solicitor to reach higher offices; solicitors may be appointed
Recorders, and a Recorder of 5 years’ standing is eligible for appointment to
the Circuit Bench.

75. Members of the judiciary are precluded from accepting any other form
of occupation, including practice at the Bar, and may not participate in. political
life. On appointment (there are a few exceptions), they qualify immediately
for a pension, which rises to a maximum of one half of final salary after 15

years’ service and is increased annually in line with rises in the cost of living.
Members of the Higher Judiciary are required to retire at 75 years, but they
may retire earlier at 70 years or on completion of the requisite period for
maximum pension. For other appointments the maximum age for retirement is
72 years, but earlier retirement at 65 years is possible. The Lord Chancellor has
power to allow Circuit Judges to serve until 75 years. On retirement, Judges are
strongly discouraged from entering commerce or industry. No member of the
Higher Judiciary has returned to practice at the Bar on retirement for nearly
300 years and they may no longer do so. More recently, the Bar Council has
extended this prohibition to other members of the judiciary on grounds of
professional etiquette.

76. Members of the judiciary are provided with supporting staff and offices
at their principal court. They provide their own robes (although an allowance
towards their cost is made on first appointment in England and Wales and in
Northern Ireland); some may provide their own law libraries, and some augment
their clerk’s stipend. Where these expenses are wholly, exclusively and neces-
sarily incurred in the performance of judicial duties, they are allowed by the
Inland Revenue as a deduction before tax; we have been told that, in general,
the amount allowed is not significant in relation to the level of salary paid.
Some Judges of the superior courts are required to spend a substantial amount
of time on circuit. In England and Wales, for High Court Judges of the Queen’s
Bench Division, they may amount to three-quarters of their time, and for
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Judges of the Family Division, about a half. In. Northern Ireland, each High
Court Judge spends some 4 weeks on circuit and, in Scotland, Judgés of the
Court of Session average 5-6 weeks on circuit. Except in Scotland. lodgings are

provided at public expense for Judges on circuit, and an allowance is paid to
meet their subsistence costs and similar expenses for their staff. Circuit Judges
who may be required to stay in High Court Judges’ lodgings receive a slightly
smaller allowance. Otherwise, expenses necessarily incurred by members of the

judiciary are reimbursed in accordance with the rules that apply in ‘the civil
service.

77. The superior courts normally sit during the periods of the four law
terms (or sessions in Scotland). Because of the pressure ofwork, most courts sit
from time to time during vacations. The inferior courts sit continuously through-
out the yéar, but thereis. generally a period of reduced activity in August and
September. Members of ‘the judiciary are free to. take leave when they are not
required to sit on the Bench. In England and Wales, this may amount on
average to some 12-13 weeks (60-65 days) a year for the Higher Judiciary, 11

weeks (55 days) for Circuit Judges and 6 weeks (30 days) for Stipendiary
Magistrates. Similar leave arrangements apply in Scotland and in Northern
Ireland, with thé exception of Sheriffs Awho are entitled: to 7weeks (35 days) leave.

Pay principles
78. We have examined the history ofjudicial salaries since the 18th century,

but we have looked in vain for any ‘well-established principles to guide us in
this field, except the ieed' to maintain the status and dignity of the judicial
office as, an essential element in the constitution.1 Until 1965, the pay of the
Higher Judiciary was fixed by statuté. Unlike pay in other branches of thé
public sector, an Act of Parliament was needed to increase salaries, thereby
emphasising the spécial position of the Higher Judiciary in the constitution.
From 1965 until 1973, the pay of the Higher Judiciary was fixed by Ministerial
Order requiring affirmative resolutionin both Houses of Parliament. Since 1973,
however, all judicial salaries can bé increased (but not reduced) by the Lord
Chancellor or the Secretary of State for Scotland with the consent of the Prime
Ministér as the Minister for the Civil Service. This change has been accepted by
the judges who in former times had’ to wait for the introduction and passing of
a statute before long overdue increases could be iniplemented. The independent
role of thé judiciary in the constitution is further emphasised by the fact that
their salaries are charged on the Consolidated Fund and are not subject to
annual scrutiny by Parliament.

79. Prior to 1954, the remuneration of the Higher Judiciary had remained
unchanged for a very long period—in the case of High Court Judges, for over
100 years. Three main factors made thissituation possible: the level of remunera-
tion for the most senior judicial appoiritments in the 19th century was sub-
stantially higher than the remuneration for other senior public appointments;
for much of the period; levels of taxation weré relatively low; and, for more
than half of the period, problems of inflation did not bite. By 1954, however,
substantial increases were considered justified for four main reasons: the
length of time that had.elapsed since the then current salaries had beén intro-

2Anaccount of the movements in judicial salaries over this period will be found in Appendix
G (paragraphs 32-53).

29



duced, despite changes in the value of money and a steep increase in direct
taxation over the period; the relative increase in levels of remuneration for
senior appointments in other professions including those elsewhere in the
public service; the need to attract to the Bench barristers of the highest quality;
and the desirability of providing a measure of stability in order to avoid the
need for frequent revision of top judicial pay. We believe that these considera-
tions remain important today, though there must, of course, be a change of
emphasis. In practice, since 1954, the salary of the High Court Judge has

gradually been overhauled by the pay of the Permanent Secretary in the Higher
Civil Service, and there has been parity between them since 1 January 1971.
This relationship has evolved without principle, and we have not considered
ourselves in any way bound by it. Nevertheless, we consider that a judgment
of broad relationships within the judiciary itself and within the public service
generally is of greater significance in relation to the Higher Judiciary than direct
consideration of outside earnings. In the first place, there is no outside occupa-
tion which is directly comparable and, secondly, we agree with our Advisory
Group (paragraphs 83-85 below and Appendix E, paragraphs 43-44) that,
while Bar earnings (net of expenses) provide a valuable check on salary levels,
they cannot on their own provide a complete or valid standard of assessment.
We discuss this further in paragraphs 86-93 below.

80. The pay of the Lower Judiciary (including those senior appointments
with which we are concerned) also remained unchanged for very many years.
In 1937, the remuneration of the County Court Judge approached parity with -

the Deputy Secretary, and the next increase in 1951 was justified on the grounds
of recruiting difficulties and comparisons with outside earnings, as well as in
the light of increases made at that time in the Higher Civil Service. Since then,
the pay of the Lower Judiciary has moved at roughly the same time and at the
same rate as the appropriate levels in the civil service. We understand that,
when salaries were reviewed in 1971, particular importance was attached to’
the maintenance ofa stable relationship between the pay of the County Court
Judge and of the High Court Judge, and we accept the judgment of our Advisory .

Group (Appendix E, paragraph 10) that the relationship between the Circuit
Judge (subsuming the County Court Judge) and the High Court Judge is of
first importance in establishing a satisfactory pay structure. The current pay of
the Circuit Judge lies between that of the Under Secretary and Deputy Secretary
in the Higher Civil Service.

Appraisal of the structure
81. The present pay structure has developed piecemeal over the years

through the exercise of informed judgment on the internal relative levels of
responsibility and status. This structure, in recent years at least, has been tested
against the rewards for jobs of comparable weight at the highest levels in other
parts of the public service, particularly the civil service. As far as we are aware,
no formal evaluation of responsibilities within the judicial hierarchy has
hitherto been attempted. We considered commissioning an analytical survey
by management consultants, but came to the conclusion that such an approach
would be inappropriate. We therefore decided to set up an Advisory Group
composed of men of long experience and close knowledge of the work of the
judiciary, under the chairmanship of one of our members with like qualification.
Lord Beeching, as Chairman of the Royal Commission on Assizes and Quarter
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Sessions 1966-69, had such knowledge and experience and acted as Chairman
of the Advisory Group. We invited Sir George Coldstream (formerly the
Permanent Secretary to the Lord Chancellor’s Department and now one of our
members), the late Lord Parker of Waddington (formerly Lord Chief Justice)
and, with the consent of the Lord Chief Justice, Mr. Justice Talbot (a member
of the High Court Bench), to carry out a detailed review of the internal structure
of the sector of the judiciary with which we are concerned, and to advise us. We
also invited Lord Guest (then a Lord of Appeal in Ordinary) and Lord
MacDermott (formerly Lord Chief Justice of Northern Ireland) to take part in
the work of the Group in respect of appointments in Scotland and Northern
Ireland. The Scottish Courts Administration was invited to take part in the
consideration of the higher levels of the Shrievalty and, subsequently, Lord
Wilson of Langside (formerly Lord Advocate and now Director of the Scottish
Courts Administration) gave evidence to us direct. We also invited the Group
to advise us both on considerations affecting absolute levels of remuneration
and on the principles which should govern judicial pay, but it was understood
that the primary task was to assess the internal relationship of one judicial
appointment to another, bearing in mind that pay levels are a matter for the
Review Body itself.

82. Full job descriptions of the judicial appoinfments were available to the
Group. Those for England and Wales were provided by the Lord Chancellor’s
Department with a supporting memorandum, and those for appointments in
Scotland and Northern Ireland by the Scottish Courts Administration and the
Northern Ireland Office respectively. This material, supplemented by the
evidence previously presented to us by Lord Chancellor Hailsham (and other
memibers of the Judiciary) and combined with the members’ own depth of
knowledge and wide experience, formed the basis of the reassessment of each
of the three judicial structures. The positions of the High Court Judge and the
Circuit Judge in England and Wales were used as the focal points. The assess-
ment was necessarily subjective, but it was based on an informed judgment of
the experience and ability required, together with the extent and quality of the
workload.

The Advisory Group’s Report
83. The Advisory Group reported to us in August 1972. The Group found

that the existing relationship of 3:5 (measured in pay terms) between the Circuit
Judge and the High Court Judge in England and Wales was broadly right and
did not need to be adjusted, but that the differential between the Lord Chief
Justice and the High Court Judge did not adequately reflect the Lord Chief
Justice’s position as the leading figure in the permanent judiciary. It also pro-
posed a widening of the differential between the Circuit Judges and the Masters
and Registrars of the Supreme Court. Acceptance of this would necessitate a
pulling out of the pay structure as it existed before our first Interim Report.The Group further proposed a rationalisation and grouping of appointments
into a reduced number of levels, involving some changes in the existing relation-
ship between different appointments. In particular, it recommended that a
differential should be established between the Lords Justices of Appeal and the
High Court Judges, in recognition of the promotion which is involved in appoint-
ment to the Court of Appeal from the High Court Bench. The Group’s report
made it clear that, while some regard had been paid to the,size of the judiciary
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in proportion to the population of each country, no account had been taken of
regional differences in the cost of living, levels of earnings at the respective Bars,
or particular recruitment difficulties.

84, In considering the implications of the relationships between the pro-
posed new grouping of judicial appointments when translated into salary terms,
the report drew attention to three special points. First, the pulling out of the
structure below the Circuit Judge, bearing in mind the salary he was then
receiving, would have implied lower salaries than existed at 1 January 1971 for
Masters and Registrars of the Supreme Court, Metropolitan Magistrates and
certain other appointments. This course was not recommended. Secondly, the
High Court Judge in England and Wales, the Judge of the Court of Session in
Scotland and the Puisne Judge in Northern Ireland had been assessed as equal
on job content alone but, as for the judiciary as a whole, account had not been
taken of the regional differences which may affect pay levels. Thirdly, a pulling
out of the structure above the High Court Judge would produce, at least for
the. Lord Chief Justice, a higher salary than the Lord Chancellor’s. After con-
sidering all the implications of this course, the Group reached. the conclusion that
the Lord Chancellor’s salary, as part of the Ministerial salary structure, should
not be a limiting factor in the assessment of the remuneration of the Lord
Chief Justice.

85. In commenting on the principles of pay as they affect the judiciary,
the Group saw no special merit in preserving the present parity between the
High Court Judge and the Permanent Secretary, as the work content is very
different. However, because of the importance of maintaining the status of the
judiciary itself, the Group concluded that it would be wrong to allow the pay
of the High Court Judge to fall behind that of the Permanent Secretary. The
Group also considered Bar earnings to be relevant as a valuable check on the
level of judicial salaries, with particular concern for recruitment to the High
Court Bench, but not as a primary determinant of salary levels. The report
notes that financial incentives to accept judicial appointments have become
somewhat less attractive as a result of the introduction in 1957 of improved
arrangements forthe provision of pensions by the self-employed, and the aggrega-
tion of post-cessation receipts with professional income introduced in 1968.

Our views
86. We accept the judgment of our Advisory Group on the relative weight:

of the responsibilities of individual judicial appointments within our terms of
reference. We are satisfied that no relevant changes have taken place since 1972
which warrant reconsideration of that judgment. On the other hand, the con-
struction of an appropriate salary structure on.the basis of the Group’s assess-
ment of relativities gives rise, in the context of 1974-75, to special difficulties
to which we referin paragraphs 89 and 90. On other principles affecting judicial
pay, we do not differ from the Advisory Group. We agree that the level of Bar
earnings is an important check on any assessment of judicial salaries: not only
do current earnings from fees inevitably affect the willingness of individual
outstanding barristers to accept judicial appointment, but so will the likely
trend of their future earnings. We accept also that judicial pay should not
attempt to reflect the highest Bar earnings: there is evidence to suggest that
these are achieved in middle life, and tend to fall off in the later stages of a
career at the Bar (although there are, of course, exceptions).
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87. As for the suggestion that acceptance ofjudicial appointments may now
be relatively léss attractive financially than it was prior to 1968, we do not
believe that either of the changes mentionedin paragraph 85 has so far affected
recruitment. Nevertheless there are some indications that barristers are not so
readily accepting appointments, particularly to the High Court Bench where
some Judges are required to spend much of their time on Circuit. However, we
note that thé value of thé retirement benefits attached to judicial. appointment‘
remains an attractive inducement, particularly

to the Circuit Bench: a practising
barrister, must make his own provision by purchasing a retirement annuity out
of current income, whereas a Judgeis entitled, without having to contribute, to a

pension whichis maintainedin real terms. These benefits have been. calculated ,

to be worth an additional 30 per cent of salary.assuming retirement with,
maximum pension between the ages of 65 and 70 (Appendix C), but they will
be significantly less for those who fetire at a later age. This is an important
factor which we have taken into account when considering the relationship
with Bar éarnings.

$8. So far as the relationship between the salaries of the High Court Judge
and of the Permanent Secretary is concerned, we think it essential that the

High Court Judge should be properly remuneratédin recognition of his place
in the commuhity generally, though we do not considér that a formal pay link
should be established. In general, we regard the Permanent Secretary’s salary
level as a second convenient cross-check on our judgment of the appropriate
level of remuneration for the High Court Judge. But we have looked at each
salary level on its own merits.

89. The most difficult and important issue presented torus by the Advisory
Group’s report ‘coricerns the relationship between the salary of the Lord
Chancellor and the other members of the Higher Judiciary. At the date of the
report, the Lord Chancellor’s salary was £20,000. and remains so today. The
Group proposed a pulling-out of the judicial structureabove the level of the High
Court Judge. Fhis would. have involved raising the Lord Chief Justice’s salary
(and possibly those of the other most senior judges) above that of the Lord
Chancellor. In our Report on Ministers of the Crown and Members of
Parliament, 2 we said:

“The office of Lord Chancellor is unique in that it combines by long
tradition the function ofHead of the Judiciary with the ministerial duties

_» of a Cabinet Minister’.

However, we concluded that, in modern conditions, certainly since the passing
of the Courts Act 1971, the Lord Chancellor’s functions have become very
much more ministerial in character than in. the past, whén his direct responsi-
bility for the administration of the Courts’ system in England and Wales was
far less than it is today. Thus, in assessing the Lord Chancellor’s salary, we took
account of the level of both ministerial and judicial salaries. For the future, we
recomimended that changesin the Lord Chancellor’s salary should be dealt with
by legislation at the same time as the salaries of other Ministers. Our delibera-
tions on the remuneration of the highest posts

in the judiciary below the Lord

2The value of pension rightsis closely related to: the:‘age of retirement: for Judges who retire
between the.ages of70 and 75 the value wouldbe of the order of20 per cent ofsalary (Appendix
C-paragraph 15).

*Review Body on Top Salaries, First Report: Ministers ofthe Crown and Members ofParliament—Cnind. 4836, December 1971 (paragraph 99),
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Chancellor have led us to give further consideration to the views we expressed
then. We consider the matter to be one of great importance and no little diffi-
culty. For centuries, the Lord Chancellor’s emoluments have invariably exceeded
those of his colleagues on the judicial bench, thus emphasising his position at
the apex of the judicial structure, and his special position in the Constitution.
Until recently, perhaps until very recently, this was commonly accepted as the
natural order of affairs by the legal community. Moreover, it was, and also is,
accepted that only lawyers of outstanding talent should be appointed to the
Woolsack,' and that the emoluments of the Office should relate not only to the
abilities required but also to its uncertain tenure, depending as it does ‘on the
hazards of political life. Hitherto, the level of the Lord Chancellor’s salary has,
in effect, imposed a ceiling on thesalary structure of the whole judicial hierarchy.
We recognise that there are certain constraints of a political nature on the level
of ministerial salaries, including that of the Prime Minister. If these restraints .

are to apply to the Lord Chancellor yet his salary level is always to remain
above that of his judicial colleagues, the latter will suffer from a compression
of their salary structure founded, quite improperly as it appears to us, on political
considerations. It is not part of our task in this review. to deal with the Lord
Chancellor’s salary, or to consider whether it is necessary, in order to underline
his. position as the head of the judicial structure, to keep his salary ahead of the
Lord Chief Justice: that is a matter for consideration when ministerial salaries
are next reviewed.

90. In the circumstances of 1974-75, the issue has become exceedingly
acute as a result of the rate of inflation since 1972. At current monetary values
the Advisory Group’s assessment involves raising the salary not only of the
Lord Chief Justice, but also of the High Court Judge and of all Judges beyond
that level, considerably above the salary of the Lord Chancellor. Nevertheless
we have concluded that the salary of the High Court Judge in England and
Wales ought not to be less than £21,000. We are fully aware of the effect of this
conclusion. It may well be that it will produce a situation which cannot persist.
Even so, we do not believe that we could have reached different conclusions at
the present time consistent with our terms of reference.

91. The Advisory Group also drew special attention to the question of
differentials between England and Wales, Scotland, and Northern Ireland for
High Court Judges. Two main arguments have been used to justify these in the
past—differences between the cost of living and differential levels of Bar
earnings in each country. We have taken note of the practice elsewhere in the
public service at corresponding salary levels. Indices published by the Depart-
ment of Employment for housing and transport costs in London and elsewhere
show that differences in the cost of living continue to exist. This is confirmed
by the survey carried out by the Pay Board for their examination of London
Weighting.2 We accept, therefore, that such differences are a contributory
factor to be taken into account. We have also carried out a survey of earnings
at the Bar (in which we were helped by the Bar Council of England and Wales,

1Differences in the cost of living (mainly housing and transport) for those working in
London are recognised by the payment of a London Weighting allowance in the civil service.
Since 1965, Deputy Secretary and Permanent Secretary salaries have ceased to attract this
allowance: as only a very few posts at these levels were outside London, it was considered that
the effective rate ofpay was a London rate.

*Pay Board Advisory Report No 4: London Weighting—Cmnd. 5660, July 1974 (Appendix
IV, paragraphs 23 and 24).
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the Faculty ofAdvocates in Scotland and the Bar Council ofNorthern Ireland):
we discuss the results of this in greater detail in Chapter 6.We found substantial
differences between the total gross earnings for Queen’s, Counsel in England
_and Wales, in Scotland and in Northern Ireland. Although ‘such information
as we were able to obtain indicated much higher allowablepractice expenses
in England and Wales than in Scotland or Northern Ireland, the results of our
survey confirm the general impression that earnings opportunities for likely
candidates for the High Court Bench are considerably greater in England and
Wales. We have therefore thought it right to take differential levels of Bar
earnings into account:

,

92. Notwithstanding our acceptance of the judgment of the Advisory
Group’s proposals on the differential ratings appropriate to the various judicial
appointments, we have not found it possible simply to apply their assessments
automatically over the whole field. While it is of real importance to maintain
the relativity of 3:5 between the salaries of the Circuit, Judges and the High
Court Judges as recommended by thé Advisory Group, some compression of
the suggested scale of differentials between the Masters and Registrars and the

Circuit Judges appears. to us justifiable. We have followed the advice of the
Advisory Group and suggested a differential between the Metropolitan Magis-
trates and the Masters and Registrars. Although the differentials between the
four groups (from and including Masters and Registrars ‘to’ Circuit Judges)
are somewhat compressed, we have borne in mind that recruitment to these

judicial posts. is often sought from much the. same field of experience and

ability among the profession. As in other sectors of the public service, in framing
our recommendations for éach. part of the judiciary, we have taken account of
the whole range of factors ‘mentioned in Chapter-2.

93. At the top of the judicial hierarchy, we agree with the Advisory Group
that the existing differential between the salary of the Lord Chief Justice and

the High Court Judges doés not reflect the status and burdens of his office or
its importance to the country: he is the leading figure in the permanent profes-
sional judiciary and his responsibilities are heavy. We. believe’ that a salary of
£27,000 for the Lord Chief Justice will be regarded as suitable in all the circum-
stances, taking account of the salary levels we propose in other branches of the
public sector. It has also enabled us in large measure

to follow the recommenda-
tions of the Advisory Group and to meet the need for differentials between. the

High Court Judges’ salaries and those of the Judges whose posts are rated to
lie between them and the Lord Chief Justice, including the Lords Justices of

,

Appeal, the Master of the Rolls and the Lord President of the-Court of Session.
In other respects too, we endorse the views of the Advisory Group, including
the desirability, of grouping a number of existing appointménts for salary
purposes, and of according a differential to the Lords Justices of Appeal. over
the High Court Judges in England and Wales.

94. Recommendation: We recommend that the higher judiciary, and other
senior judicial appointments should be paid the following annual salaries:
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England anidWales
Higher Judiciary
Lord ‘ChiefJustice 27,000
Master of the Rolls, and ‘Lords ofAppeal iin Ordinary 24,500
Lords Justices ofAppeal, and President

of
Family D

Division 22;500
High Court Judges 21,000

Lower Judiciary
President-of the Lands Tribunal 16,000
Chief National Insurancé Commissioner, and Recorder of
London 15,500

Common Serjeant, Members of ‘the Lands Tribunal,
National Insurancé Commissioners, President of the
Industrial Tribunal, and JudgeAdvocate General 14,000

Circuit Judges,Master of the Court ofProtection, and Chief
Metropolitan Magistrate ... 13,000

Senior and ChiefMasters.and Registrars, Regional Chair-
men of Industrial Tribunals, Chairman of the Foreign
Compensation Appeal Tribunal, and

Registrar
of the

Court ofCriminal Appeals .. 12,500
Chairmen of Industrial Tribunals,

MetropolitanMagistrates 11,750
Masters and.Registrarsof the Supreme Court. 11,000

Scotland
Higher Judiciary
Lord President of the Court of Session 24,500
Lord Justice Clerk is . . 22,500:
Judges ofthe Court of.Session’ 19,000

Lower Judiciary :

Sheriff Principal ofLanarkshire 16,000
Sheriff Principal of the

Lothians, Chairman
of the Scottish

Land Court .. : : 14,000
Sheriffs A 13,000

Northern Ireland
Higher Judiciary .

Lord Chief Justice wi 23,500
Lords Justices ofAppeal, Puisne Judges os 19,000

Lower Judiciary
Recorder ofBelfast .. tee 14,000
‘County Court Judges .. 13,000

In the case of the Senior Circuit Judge at Newington Causeway, and the
Recorders of Liverpool and Manchester we endorse the view of our Advisory
Group that the present holders should have a salary lead over the Circuit
Judge on a personal basis, in recognition.

of the importance of the general
influence that they continue to exercise. We recommend that the lead should be
£750.

“The Senior Circuit Judge at Newington Causeway, and the Recorders, of Liverpool and
Manchester, are the honorary titles by which thé Senior Circuit Judge on the Crown Court
Bénch at the Inner London, Liverpool and Manchester court centres respectively are known.
These are particularly large court cornplexes and theSenior Circuit Judgéis concerned-closely
with the work of the laymagistrates in the area-and may give advice-and assistance to them and
to the other Circuit Judges.
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CHAPTER 5

THE CHAIRMEN AND MEMBERS OF NATIONALISED
INDUSTRY BOARDS

Background
95. The first nationalised industries were created when the existing coal,

electricity, gas and certain of the transport undertakings’ were brought into .

public ownérship after 1945. Moré recently the field has been enlarged, princi-
pally through the setting up-of the British Steel Corporation and the translation
of the Post Office from a Government Départment to a public corporation. It
now covers a wide spectrum of industrial activity employing nearly 2 million
peoplé, or 74 per cent of the working population.

96. Mostpublic ‘boards occupy a monopoly position in respect of their
particular productsor services, but some experience a measure of competition
either from private undertakings, other nationalised industries. or from overseas
imports. While this releases the Boards of nationalised industries from some of .

the normal commercial ‘pressures, they are subjected to pressures of a different
order resulting from Ministerial oversight and Parliamentary scrutiny. The
Government lays down the financial targets, controls investment policy, and ,

generally influences pricing and pay policy in a way not limited to the imple-
- mentation of géneral prices and incomes policy. They may also on occasion
‘be used as instrumients for furthering social policies.

97. The Chairmen. and members of thé Boards are appointed by the
Ministers in charge of the industry concerned, but their remuneration and

superannuation, arrangements. require the consent of the Prime Minister as
Minister for the Civil Service. At present, about a quarter of the- full-time
Chairmen and’ Board members (and all the part-time equivalents) have been,
appointed from outside their industries. The practice varies from industry to
industry, and thére is no set policy. We understand that, for the future, it is
generallyconsidered to be. desirable for full-time Board: members as far as
possible to be recruited from within the industry concerned, although ifaportance
continues to be attached to the injection of outside experience at thé highest
levels. The normal initial period of appointment to- the Board is 5 years; but
a Chairman or meniber may bé dismissed at any time by the Minister, and
security of tenure is further affected by the fact that thereis no certainty that a
contract will be extended. It was the view of the Select Committee on
Nationalised Industries in the 1967-68 Session that the ainr should be to
combine. reasonable tenure with flexibility of appointment, and that this would
be achieved by the existing system of relatively short initial appointments,
normally combined with re-appointment for a second 5-year term if so

desired.
+

1The Select Committee on Nationalised
Industries, Session 1967-68: ‘First Report—Volume I (paragraph 299).

37



In some instances, shorter term appointments are made to suit particular
circumstances either of individuals or of industries.

98. Full-time Chairmen and members of the Boards are entitled to normal
retirement benefits. In gerieral, a Board member appointed from within an
industry continues to be coveredby the staff scheme, and an individual appointed
from outside is given the option of continuing his existing pension arrangements
or transferring to the staff scheme. Alternatively, for late entrants, the rate of
pension accrual may be enhanced under discretionary arrangements for “top
hat” schemes, or the purchase of added years may be allowed within the limits
permitted by the Inland Revenue rules: However, we understand that these
arrangements, in practice, are used sparingly: heavy cost is involved.? -

Pay principles

99. Since the nationalised industries were created, there have been three
general reviews of the pay of the Chairmen and members of the Boards—in
1957, 1964 and 1969. The first two were carried out by the Government, arid the
principle of a common pay range for Board members according to experience
and responsibilities emerged from the second of them. Between the second and
third reviews, higher than standard salaries were authorised by the Government
of the day on a number of occasions in order to attract particularly highly
qualified men who would otherwise have been called upon to take a substantial
reductionin salary and pension prospects if they were to accépt appointment asa Chairman. In particular, the Government agreed exceptional salaries for the
Chairman and Board members of the British Steel Corporation on its formation
in 1967.

100. The existing salary structure for the Chairmen and members of the
main nationalised industry Boards stems diréctly from the third of these reviews,
which was carried out by the National Board for Prices and Incomesin 1969.
In considering the principles which should govern pay in this part of the public
séctor, the NBPI commented on the desirability of creating a pay structure to
suit the needs of individual industries as the first requirement, and: considered
comparison with outside developments as of secondary importance. In particular,
their report? said that:

a. “it is essential to develop-in each nationalised industry a sound salary
structure which will permit the granting of adequate rewards for indi-
vidual performance and the assumption of greater responsibilities;
‘complete equivalence with the private sector could, however, prove
self-defeating;

b. the salaries and rangés recommended for Board members are designed: -

to provide sufficient headroom below Board level. where, in our view,
there should be freedom for management to establish appropriate
levels and ranges of pay.”

The NBPI spelt out? the reasoning behind its statement of principle in the.

following terms:
2A ppendix L(paragraph 14),
*NBPI Report No: 107: Top Salaries in the Private Sector and Nationalised Industries—Cmnd. 3970, March 1969 (paragraph. 110).
SNBPI Report No 107: Top Salaries in the Private Sector and Nationalised Industries—

Cmnd, 3970, March 1969 (paragraph 83).
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“Tt certainly is not self-evident that pay in the public sector should
eritirely match whatever is paid in the private sector. No system ofevalua-
tion can provide a fully objective comparison of jobs as between the
public and private sectors, subjective judgmentmust play a largerole.One
individual might, for example, contend that, bécause size is larger, re-
sponsibility is largér in the public than in the private sector; anothermight
contend that, since responsibilities in the public sector are shared with
Ministers, they are smaller than in the private sector. We cannot restpay
on any-such uncertainbasis of job-comparisons. In any case, save in the
most exceptional circtimstances when it is.considered essential to recruit
a particular individual, any attempt in the public. sector to match pay in
the private sector might.push up pay still furtherin the latter, and thus
magnify the problems of the public sector at a later date.”

101. Thus the NBPI’s intention was clearly to provide a salary structure in
the nationalised industries which contained adequate differentials; to encourage
and facilitate acceptance of Board appointments on prorhotion from within; to
provide pay ranges which would allow rewards to be related to performance
(ndt simply to age or-length of service) and salaries pitched at a level which
would be sufficient to enable suitable people to be recruited. from. outside but
not above the general level of pay in private industry for jobs Of similar weight.
The 1969 recommendations were consistent with these principles and with the
views of the Select Committee on Nationalised Industriesin its. First Report
for the Session 1967-68:1

“The Committee-do not believe that the salaries paid to the full-time
Chairmen and membets of the Boards should necessarily be at the levels
ruling in private industry, and certainly they need not be equal to the
highest salaries paid to very few people ina very few firms,”

It was specifically notedin the Report thatthe levels .of pay proposed fell below
the average level ofsalaries paidin the private sector.

102. In proposing that a systém of ranges should be introduced for Board
members, the NBPI advocated that it

“should be used to allow the pay of eachmanager to be.linked with his
achievements. The normal expectation should be a. progression to the
mid-point of the individual’s salary range, provided that performance is
fully up to the expected standard; progress beyond that point should be
exceptional and: should recognise outstanding performance, In no case
should progression depend on age or length of service’’.?

Whilst this recommendation was accépted in principle, we understand that, in
practice, the system of relating increments to length of service, which had
been used in some industries, was extended generally to ensure common
standards between all industries. It was applied. in the lower half of the ranges
only. In the initial stages of our review, we found that only a very few Board
members were paid above the mid-points of the relevant range. We considered
that this was wrong; that it exacerbated the problem of compression in relation
to the salaries of those at senior levels below the Board; and, furthermore,

that

1The Seléct Committee on Nationalised Industriés, Session 1967-68: First Report—VolumeI, (paragraph 306).
®=NBPI Report No: 107: Top Salaries

i
in the Private Sector and Nationalised Industries—

Cmnd. 3970, March 1969 (paragraph 84).
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it did not reflect the normal practice in private industry. This led us to recom-
mend, in our first Interim Report,’ that full and flexible use of the ranges
should be made without delay. In making this recommendation, we envisaged _

that the full extent of the range should be used, and that the point of entry and
subsequent progression within it should be related both to recruitment needs
and to the individual’s contribution to the work of the Board. This would vary
according to qualifications, personal characteristics, weight of responsibilities,
and performance. Our recommendation was accepted by the Government, but
we understand that, in part as a result of the recént statutory limitations on
pay increases, implementation has not yet been reflected in salary levels.

103. The NBPI saw responsibility for determining a Board member’s
position within the range as a matter for Ministers, guided by the advice of
the Chairman, which they saw as being formulated in consultation with the
Deputy Chairman and, where appropriate, with the part-time members of the
Board.? It seems to us that the NBPI’s intentions in this respect have not been
put into effect and that, at any rate in the past, there seems to have been some
doubt where responsibility for initiating proposals for movements within the
range lay. In our view, there is no doubt that this responsibility should rest
squarely with the Chairman of each Board, in consultation as necessary with
the part-time members: this is the common practice in industry, and is the
only way by which the abilities and performance of individual members can
properly be judged. We recognise, of course, that Ministers must carry out
their overriding statutory responsibilities, and that the Chairmen’s proposals
will need to be approved by them: for our part, we consider that it should be
for exceptional policy reasons only that a Chairman’s proposals should be
modified.

104. The present system by which, for the purposes of the Board pay struc-
ture, the nationalised industries are divided into three groups (Group A, Group
B and Group C, in descending order of size of assets in 1969) stemmed from a
systematic measurement of individual jobs (carried out by management con-
sultants). The British Steel Corporation, however, was not subsumed into the
grouping, because decisions on salaries had then only recently beén taken and
higher salaries had been introduced than those recommended for the new
Group A. Certain other public corporations and Boards with smaller assets
were also excluded. The NBPI considered that the British Steel Corporation
should properly fall into Group A, and that there should be no general increase
in salaries before they had come into line with the other Group A industries.
It also considered that the principles of job evaluation should be used to
determine the level of top salaries for the other public corporations and Boards.
The Government introduced the group structure proposed, and it has been
necessary since to accommodate organisation changes and new industries.
(The current structure is in Appendix A).

105. Part-time Chairmen and Deputy Chairmen are currently paid salaries
based on the equivalent full-time rate, according to the amount of time devoted
to the work of the Board. The majority of part-time members are not required

*Top Salaries Review Body, Report No. 2: Interim Report on Top Salaries—Cmnd. 5001,
June 1972 (paragraph 11).

*=NBPI Report No. 107: Top Salaries in the Private Sector and Nationalised Industries—
Cmnd. 3970, March 1969 (paragraph 86).
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to attend more frequently than one day a fortnight and they are paid a flat
amount of £1,000, which has not been revised since it was introducedin 1957.
It was reviewed in 1969, when it. was decided that no change was justified,
because the rate had been considered generous when first introduced, In the
case of a small number of industries, including the British Steel Corporation,
some part-time Board members have additional responsibilities, in recognition
of which proportionatély higher salaries. are paid, In addition, the part-time
mémbers of Electricity Boards who are also Chairmen of Consultative Councils
are similarly paid a higher salary (£2,100) in recognition of their extra
responsibilities.

106. A full-time Board mémberis norinally allowed to retain fees of up to
£1,000 where they are derived from any outside appointments considered either
to be directly beneficial to his full-time. work, or of no possible disadvantage
to that work. We have found that the practice in private industry is evenly
divided betweén allowing retention of fees from outside directorships and not
allowing it. The salaries we recommend are intended to be full reward for the

jobs done and when they have been iniplemented' we see no reason to allow the
retention of fees arising from outside appointnients. But, in saying so, it is not
our intention to discourage such activities in themselves.

Our job evaluation study

107. Of the four areas of the public service directly specifiedin our terms
of reference, the Boards of the nationalised industries are pérhaps the most
sensitive from thé point of view of public opinion as their activities affect the
lives of the entire community. They includé the most highly paid of those for
whose salaries we are reponsiblé; they aré résporisible for running industries,
some of which are the largest in the country and amiongst the largest in the
world; they need on occasion to bé able to attract from the private sector and
subsequeritly retain men of outstanding quality and ability for the highest
posts—and, in practice, such men are usually highly remunerated in their
existing appointments. Although the opportunity of taking charge of a very
large public corporation is often seer as a challenge, which some men of the
required calibre will always welconie irrespective of the absolute level of pay
-offered, we do not consider that excessive financial sacrifices should be called
for, if only because of the long-term pensioris implications for the individual
and for his family. As we have.said (Chapter 2)-we do not consider that absolute
salary levels should equate to the highest in private industry, where anyway
we have found a wide range of remuneration for posts of comparable re-
sponsibility: we find. ourselves close to the views expressed by the NBPI in
its 1969 Report, and to those in the report of the Select Committee on
Nationalised Industries (First Session 1967-68).

108. Against this background, and in the light of the wide use of job
evaluation in industry (though perhaps less commonly at the highest levels),
and of the earliér study on behalf of the NBPI in 1968-69, we commissioned
management consultants to carry out a job evaluation study of the Chairmen
and members of the nationalised industry Boards. The aim was to provide us
with a comparison of thé relative weight of their responsibilities with those of
equivalent appointments in industrial, commercial. and financial organisations
in the private sector, and to makea critical examination of their salary structure.
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The consultants reported to us in March 1973: the terms of reference and a
summary of their findings are in Appendix F. The same consultants assisted
our Advisory Group which carried out the job comparability study of the
most senior levels of the civil service and the armed forces.

109. A representative selection ofBoard appointments from 18 nationalised
industries was chosen: it included Chairmen, Deputy Chairmen and both
full-time and part-time Board members. Most of the Group A industries were
covered, because of their great diversity and economic importance, together
with half of the Group B industries, and a cross-section of Group C; we re-
garded this as adequate to provide an overall picture of our field. Forty-one
Board appointments were selected for evaluation and, in addition, 10 posts
immediately below Board level were included to provide information on the
structure and operations in certain of the industries. Some of the jobs covered
in the study were also selected as part of the job comparability study for the
senior levels of the civil service and the armed forces, and the two studies yielded
useful complementary information, although the aims and the methods used
were different. In the job evaluation study of the nationalised industry Boards,
the consultants used their own standard job evaluation system (an analytical
points rating system, with “whole job” comparison as a check) which they
apply on a regular basis to clients’ organisations in both the private and public
sectors of industry.

110. The consultants’ report compared the responsibilities attached to the
Board appointments analysed with those of equivalent appointments in in-
dustrial, commercial and financial organisations in the private sector. Attention
was drawn to the differences in the roles of the Boards in the two sectors which
flow from Ministers’ statutory responsibilities in relation to the nationalised
industries. The report recognised that different personal attributes may be
required in the nationalised industry Chairmen, and that the requirements of
the jobs are not the same. It acknowledged the scarcity of undertakings in
private industry comparable to the main nationalised industries, but it con-
cluded, nevertheless, that in overall terms the two compare in weight.

111. The detailed findings on job weights have been supplied to us
separately: the range is wide. Although a broad correlation has been found
between the industry groupings and the difference in the weight of the Chairman
jobs (in particular between Group B and Group C) there are some marked
differences between the weight of individual Board member jobs. Moreover,
some of the senior jobs immediately below Board level have been judged to be
heavier than some Board appointments in the same industry.

112. The report discussed possible developments in the salary structure of
the nationalised industry Boards, designed to, reflect more closely the relative
weight of responsibility both between the industries and between appointments
within them: no firm view was expressed on the desirability of continuing to
group the industties for pay purposes. The practical advantages of grouping
were recognised, but the existing system based'on the size of net assets was not
considered satisfactory. The report suggested that, if grouping is considered
desirable, it should be based in future on the Chairmen’s salary levels which
would take account of the size of the individual jobs and the median practice in
the private sector.
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113. The consultants suggested that full-time Board members (other than
the Chairman) should, within broad limits, be given individual salary ranges
which take account of the weight of the different jobs, and the pay levels of
senior staff who report to them, and that the tanges should be determined by
each Chairman in consultatiomr with two part-time Board members as a “salary
committee”. It was envisaged that the salary of the Chairmanmight provide the
upper limit of the range, and the maximum salary for the senior management
post bélow Board level the lower limit; alternatively, thé limits could bear. a
fixed relationship to the Chairmen’s salary, with’ different ranges for executive
and” non-executive Board. members. Provision for regular review of Board
salaries was also advocated on the lines of practice in'the private sector.

114. Payment.on a. pro rata basis according to the time devoted to tlie
appointment was suggested for part-time Board members, On the basis of
attendancé on one day a fortnight, one-eighth of the appropriate salary of a
full-time Board member subject to a minimum of £1,000 was suggested as
reasonable. .

Our views
115. We-endorse the view that Chairmen in private sector undertakings and

nationalised corporations of comparable size have comparably demanding and
difficultjobs, althoughthe balance of the main elements and the nature of some
of the pressures are different as, indeed, are some of the problems that face the
Boards. The freedom of nationalised industry Chairmen ‘to formulate and
implement policy is more circumscribed than in ptivate industry, in that they
have responsibilities to-Ministers and are subject to Parliamentary scrutiny.
They are called upon to run their industries in cir¢umstances of changing
objectives, over which they have no direct control, and these may well not
coincide with the long-term interests. of the particular industry. The fact that so
large a share of ultimate authority rests with Ministers and Parliament inmany
‘ways increases rather than lightens the burden. Nationalised industry Chairmen
may be exposed continually to public comment and criticism, However, .we
accept the view. that, although there are differences in environment, the overall
weight of Chairmen’s jobs in private and nationalised industry ig comparable.
As we have said (paragraph 107), we agree in principle with the view expressed:
by both the Select Committee on Nationalised Industries and the NBPI that thesalaries paid at Board level should not equal thé highest salaries paid outside:
but we consider it of crucial importance to maintain salaries at a level which will
enable the most suitable candidates to accept appointment and will ensure their
retention. In considering the level of remuneration necessary and appropriatefor this purpose, we have thought it important to take account of a number of
other factors including differences in the characteristics of the nationalised
industries themselves.

116. The nationalised: industries have some features in common, but there
are also inherent differences whichmakeitunreasonable to judge the importanceand difficultyof the top jobs on the basis ofsizealone,whether size bemeasuredin
terms of capital, turnover, or manpower. Such factors as diversity of activitywithin the business, international operation andmarketing, and dependenceupon
advanced technology, may all greatly extend the scope and complexity of
management’s task; we have taken complexity as well as size into account in our
judgment of the relative difficulty and value of the top jobs, amongst the different
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nationalised industries. Except in a few cases where our own examination and
knowledge of the industries concerned have led us to take a rather different
view, we have accepted the consultants’ detailed evaluations of job weight.

117. ‘Top management appointments in the nationalised industries, however,
are relatively unattractive to some compared with those in the private sector
because of the constrictions on their operational freedom. If nationalised in-
dustry salary levels are to attract and retain themost suitable men, they must not
fall too far short of the remuneration for the majority of jobs of comparable
responsibility in the private sector. If they were to do so, the consequent difficul-
ties in attracting men of the right calibre to the top appointments would in the

longer term inevitably cause a decline in the efficiency of nationalised industry.
They must enable salary structures to be established which provide sufficient
incentive for potential candidates for top management to seek promotion within
their own industry and not elsewhere, and which permit the payment of appro-
priate reward for assumption of greater responsibility. We attach particular
importance to the maintenance of adequate salary levels from the point of view
of the effect on pensions.

118. In determining the appropriate salary levels, we have used the findings
of our Salaries Survey (carried out in September 1973) in preference to those of
the consultants, as we consider them to bemore representative of the pay of top
management in large private sector organisations. We discuss the difference in
more detail in Chapter 6. We are also aware that, since the ending of statutory
pay controls in July 1974, steps have been taken in parts of industry to restore
differentials atmiddle and seniormanagement levels.

119. We recognise the advantages of the existing salaries structure from the
point of view of control and of setting pay standards. However, we consider that
some changes on the broad lines suggested in our consultants’ report are called
for in its framework. We consider that there is clear logic in relating the pay of
full-time Board members (including the intermediate levels ofDeputy Chairman,
Chief Executive or Managing Director) to the salary of the Chairman in each
industry, and that industries should be grouped together by reference to the
salary levels of the Chairmen. We recognise that the subjective element in job
evaluation makes small differences in remuneration difficult to justify and that
there are practical advantages to grouping industries together, but we do not
favour formal categorisation as a matter ofprinciple. We remain strongly of the
opinion that responsibilities for determining individual Board members’ salaries
within the pay ranges and for making recommendations to the Minister should
rest with the Chairman, advised by part-time Board members, and we agree with
our consultants that provision should be made for a regular review of their posi-
tion within the ranges. We think that the principle of relating the pay of part-
timeBoard members to those of full-time Boardmembers is reasonable, and con-
sidering the particular qualities of the people required, we propose that, on the
basis ofattendance of one day a fortnight, the appropriate payment should be

one-eighth of the mid-point of the appropriate salary range of a full-time Board
member subject to aminimum payment of£1,500.

120. We attach great importance, here as elsewhere within our terms of
reference, to the overall remuneration package. The most important element
after pay is superannuation. We have found that in relation to salaries, the
retirement benefits for members of the nationalised industry Boards in general
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compare reasonablywell with thosein private industry even though the employee
pays a higher‘share of the overall contribution. There-are-sonie other benefits but
the. differences in practice are not great or widespread. Compared with their
private industry counterparts, nationalised industry Board members are provi-
ded with fewer overall supplements to pay, and we have taken this.into account
in our salary recommendations. Detailsare in Chapter 6.

121. Our attention has been drawn to a particular problem which arises
from the fact that the present terms of appointment do not inchide a specified
period of notice for renewal or termination. We have been told that this gives
rise to a genuine feelingofiinsecurity as the end ofan appointment approaches. We
have sympathy with this view, and we consider that the-terms ofappointment for
Chairmen and members of the Boards of the nationalised industries should be
for five years with provision for a year’s notice of termination or renewal, or
alternatively should be for three years rolled forward at the end of each year of
service.

122. Reconimendation: We recommend. that the Chairmen and membersof
the Boards of nationalised industries should be paid the following annualsalaries:

Deputy Chairman
Chairman or equivalent (1) Boardmember

££ £.
British Steel

Corporation
.

}
46,000 28,000-33,000 21,500+27,500PostOffice.

British Aitways Board
British Rail-
British Gas Corporation |. 35,000 24,000-29,000 18,000-22,000
Electricity Council .. .

National Coal Board

‘Central Electricity .
Generating Board 33,000 23,000-27,500 18,000-22,000

National Bus Company
|

24,000: 17,000-20;500 12,500-16,500
National Freight Corporation . .

Atomic Energy Authority ..
Cablé andWireless
Civil Aviation-Authority
Commonwealth Development |
Corporation 22,500 15,500-19,000 11,500-15,000North ofScotland Hydro-
ElectricBoard ..

South ofScotland
Electricity

.

Board:
British Airports Authority

British Transport
Docks 18,000 12,500-15,000 9,500~12,000

Scottish Transport Group
Area Electricity Boards 18,000-22,000 12,500-15,000 _
BritishWaterways-Board .. 12,000 8,000--10,000 §,000=7,500
Notes: (1) Vice-Chairman, Managing Director, or ChiefExecutive.

(2) These rates are for full-time appointments.
Where. our recommendations involve lower salaries, current salaries should
continue to be paid on a personal basis. Part-time Board. iiembers should be
paid on a pro-rata basis according to the time devoted to the appointment.
Those whose normal attendanceis one day a fortnight should be paid one-eighth
of the mid-pointof the appropriate salary range of a full-time Board member
subject to aminimum of£1,500.
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CHAPTER 6

OUR OTHER STUDIES AND INQUIRIES

123. We lhiave described the special studies which we commissionedon each
of the groups within our terms of reference. In this chapter, we describe and dis-
cuss the: other detailed studies.andinquiries which we have seen as relevant to
our substantive review, and which we invited various disintetested péople to
undertake on our behalf. These include an historical study of pay movements in
the area covered by our terms of reference; a study of job security in the same
field andin the private sector; an inquiry into remuneration in comparable-areas
of the public séctor in five EEC countries; and a sutvey ofearnings at the Bar. We
also carried out oir own secondsurvey:of the remuneration of top management
in privaté-and nationalised industry, commerce and finance.

Historical Study
124. Mr. J. V. Hillard (a lecturer in Industrial Relations in the University of

Leeds) undertook on our behalf an historical study ofmovements in top salaries.
The aims were to bring together published data in the field coveréd by our terms
of reference; to identify changes in relativities within it; and to assess the reasons
for such changes. The study examines the pay structures of each group; seeks to:

trace the underlying pay principles ; and discusses the evolution of the interdepen-
dence of pay principlesin so far as the author was able to identify them. The
report on the studyis-at Appendix G.

125. The study concludes that the measure of interdependence which has
grown up ‘between the salary structures of the four groups with which we are con-
cerned is a post-1945 phenomenon, and that it has resulted pragmatically rather
than from logical design. It suggests that institutional inertia has contributed to
the distortion of the salary structures, so thatpay in each of the groups has not
kept pace with overall movements elsewhere. In the absence of a suitable means.
of adjustment to external

changes
iin the past, reliance has been placed mainily on

social convention and previous practice as the main determinants of pay and,
as a result, the rectification of structural anomalies in each group has been made
more difficult. Prior to [939, the process of overall structural change was slow
and thedisadvantagés were less apparent: they became highlighted after 1945, in
a periodof rapid change and of inflation, The reportsuggests that the lessons of
history point to an absence of underlying principles and reliance on short term
measures ofamelioration.as the

major ¢

causes of lack ofprogress towards long
term reform.

126. Mr. Hillard’s findings tend to confitm the view which we ourselves
expressedin our First Interim Report!,and to support our earlier conclusion.that
the de facto horizontal relationships between the respective pay structures have

‘Review Body on Top Salaries, Report No. 2: Interim Report.on Top Salaries-—Cmnd,
5001, June 1972, |
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become accepted without having béen tested formally. In -genéral, the study
recognises that, for thecivil service, the armed forces and the nationalised indus-
tries, the principle ofcomparability. with the outside world has been followed, but
to a different éxtent and for different periods of time. For the civil Service, the
Report of the Royal Commission on the Civil Service 1929-31 (the Tomlin
Commission) marks a turning point; for the senior levéls of the armed forces, the
comparison has been indirect, through the equivalent senior grades of the
Higher Civil Service; and, from the outset, the nationalised industries have had
to compete directly with the private sector for the récruitment of the essential
talent. As a result, although the rates of pay initially may have been fixed with
other considerationsin mind, greater account has had to be taken of prevailing
levels of remuneration outside, at least since 1963. For our part, we have been
particularly concerried to tést whether the existing equation of appointments at
the most senior levels in the civil service and. armed forces is justified. Our
Advisory Group which. carried out the job comparability study on our behalf
confirmed (Appendix D, paragraph 7) that a detailed examination of jobsin
both of the internal fields by members drawn from each and from industry,
enabléd a common viewpoint to be established on the relative importance of the
two sectors. The Group satisfied themselves on the acceptability of the relation-
ships at each level on. the existing basis, and then applied their common under-
standing to the comparison with the private sector.andnationalised industry jobs
in the sample. Again, while our Advisory Group which-examined the structure of
the judiciary concludes (Appendix E, paragraph 43) that there is no special
merit in the existing identity between thepay of the High Court Judge-and of the
Permanent Secrétary, it acknowledges the usefulness of the relationship as a
cross-check with general standards outside the public service. We have taken
accounit of these comments in our own deliberations on pay principles.

A Study of Job Security in the Public and Private Sectors

127. We have already referred (Chapter 2) to stability of employment as an
important factor which must be taken into account in assessing relative salary
lévels. We decided that it was essential to test the generally assumed premise that
‘a significantly higher proportion of sénior jobs are at risk in the private sector
thanin the public sector field with which we are concerned, and we therefore
commissioned a study with the aim of examining the comparative degiee ofin-
security between the two sectors, including differencesin approach to compensa-
tion for premature retirement, and the prospects of finding alternative work.
(We defined the top salaries field for this purpose as appointments attracting pay
in excess of£6,000 a year in 1971 terms—rather below the level.for which we are
responsible which, also in 1971 terms, started at £6,750.) For obvious reasons,
we did not consider that a general survey of practice in the private sector was
likely to produce useful results: 4 natural reluctance to provide detailed statistics
of this kind was to be expected and, in any case, there is a “grey area”’ between
dismissal arid early. retirement which we thought might give tise to misleading
conclusions. We therefore invited a fecently retired Under Secretaryin the civil
service (Mr. D. H. Fulcher) and an industrial consultant (Mr. A. F. L. Bowley)
to undertake a series of case studiesin industry, We also sought views from ex:
perienced senior peoplein the public sector, and from institutions which are
concerned with these problerns.in both sectors, The report of their study is in
Appendix H, and we refer here briefly to some.of its more important findings.
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128. Although there are large areas outside the public service where job
stability and security are as great as within it, redundancy and insecurity are
readily acknowledged to exist in the private sector. Contributory factors include
company mergers and take-overs, internal reorganisation and rationalisation, and
the differing fortunes of particular industries or of individual companies. While
the strain and stress associated with senior appointments might have been
expected to be a factor leading to enforced premature retirement, in general the
calibre, resilience and confidence of the holders of top management jobs to
obtain alternative employment minimises pre-occupation over job security. On
the other hand, the report finds that redundant senior staff are those who experi-
ence greatest difficulty in finding further employment at the same level. A wide
variety of compensation terms for redundancy and premature retirement exists
in the private sector. Although in general, large companies have become more
generous in their. treatment of redundancies in recent years as the problem has
increased, no positive correlation is found between generous redundancy terms
and insecurity of tenure. Nor is there any evidence that salary levels are adjusted
upwards in recognition of an element of insecurity, although some private
sector firms acknowledge that in paying the upper end of the market range for
senior jobs, this can be an unconscious recognition of these risks.

129. There is appreciably more security in some parts of the public sector
than outside, even if we were to assume that the private sector had passed the
worst of the redundancy problems. The members of the judiciary are in an
exceptional position. The senior grades of the Higher Civil Service have a very
strong expectation of continuing until the normal retirement age—although,
following the recommendations of the Fulton Committee which provided for
retirement in the public interest and redundancy on structural grounds and for
limited efficiency; job security is not automatic. In practice, however, there has as
yet been virtually no premature retirement at the most senior levels. The compen-
sation terms for premature retirement are published—whereas those given by
major industrial companies are not—and we believe that publication is desirable
in the public service.

130. The position as it affects senior officers of the armed forces is more
complex. Officers who reach the rank ofMajor General receive some 6 months’
notice only either of further advancement or of retirement. On the other hand,
pensions are payable immediately on retirement, and we consider that this is an
appropriate measure of compensation.

131. There is little difference in the degree of job security for senior execu-
tives in the nationalised industries and in private industry. Themain difference is
at Board level, and arises from the failure to give adequate notice of termination
or renewal of appointment, on which we have commented in Chapter 5. Pros-
pects for alternative employment and compensation terms are similar to those
in large-scale private industry.

132. The broad conclusion is that there is generally greater security of job
tenure in some parts of the public sector than in private industry, even though
each sector has some areas ofsubstantial stability ofemployment and some where
insecurity is real. We consider that accountmust be taken of the greater measure
ofjob security in the public service, particularly at earlier stages of a career in the
civil service and also in the judiciary, and of the compensation terms available to
senior officers of the armed forcesin their special circumstances. While the terms
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available for redundancy and premature retirement in the public service are

comparable with those of large industrial companies, there are areas in the
privaté sector where the terms are better and othérs where they are worse; the

possibilitiesof finding alternative work appear to be very similar. We find that
thereis an increasing awareness of these problems andissues, and we recognise
the importance in a potentially insecure situation of considéring the overall
position of those who may become redundant (including the pension position,
retirement gratuities and other compensation terms) in the light of their prospects
of re-employment.

Overseas Inquiry
133. When.we bégan our review in

n

1971, negotiations on UK entry into the
European Economic Community were in

progress, and
it seemed to us highly

desirablein the circumstances to commission an inquiry into remuneration at
senior levelsin comparable parts of the public services.of five ofthesix countries
whowere then members of the Community. We saw it as important to establish
the facts and, although we-do not consider that the standards which prevail in
other countries are necessarily relevant to circumstances in this country, we
believed that theymight have some bearing on our task, particularly as participa-
tion in the joint official bodies which serve the Community increases (so that
greater numbers of public servants are paid at internationally-agreed salary
levels), and in the light of the increased amount of inter-communication with
Europe. Our main interest, however, was to inform ourselves about the salary
relationships in each country between the four groups with which we are con-
cerned, insofar as diréctly comparable groups exist, and to discover the principles
by which those salaries aré assessed. To these ends in April 1972, we invited Mr.
Peter Coffey (currently Director of the Europa Institute in the University of
Anisterdam) to undertake a study in Belgium, France, Italy, TheNetherlands and
West Germany. Details ofremuneration at September 1973 are inAppendix J.

134. “Fhe task proved to be difficult: no formal machinery comparable to
the Top Salaries Review Body’ for reviewing public service pay at senior levels
exists in any of the countries covered, and reviews are mainly carried out by
spécially appointed bodies on an ad hoc basis. In Belgium and The Netherlands,
special units exist to provide advice and information on salary levels and move-
ments: With the exception of West Germany, there is provision for regular
review of civil service salaries in the light ofmovements in the cost of living and,
in Belgium and The Netherlands. only, similar provision is made for reviewing
armed forces’ pay. The absence of central machinery comparable to the Réview
Body perforce complicated Mr. Coffey’s task and, as a result; the information
which has been made available to us is uneven. Three basic problems were
ericountered: reticence in providing information. about salaries, absence of
published information, and difficulty ofmaking direct comparisons both between
the different national systems and between standards of living. However, there
seems to be a broad similarity in the make-up of pay between the different
groups in each country, and there is some evidence that senior civil service
salaries form the model for the other groups. Additions to basic salary are
common, in the form of “residence”, family or child allowances. In France,
Italy and West Germany, supplementary payments to reward merit may be
made at the most senior levels of the civil service at the discretion ofMinisters.
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Except in West Germany, no formal link seems to exist between comparable
levels in each group and, in all cases, because of the different European and UK.
judicial systems, the position of judges also differs. In Europe they are civil
servants (though they have judicial independence) and are paid as such. In
France, the Chairmen of the nationalised industries are seconded civil servants,
with enhanced salaries and certain other benefits.

135. Any comparison of remuneration between the different countries must
at the present time be viewed with caution as exchange rates are liable to con-
siderable fluctuation. Moreover, direct comparison with similar levels of
responsibility in the UK is only possible in the case of the armed forces, where
equivalent ranks have been accepted for command of allied forces. In general,
pay ofsenior Service officers in theUK compares favourably with pay in Italy, is
generally comparable with pay in Belgium and France, and compares unfavour-
ably with pay in The Netherlands and West Germany; after taking account of
different taxation arrangements, net pay compares unfavourably with all
countries except Italy. For the senior grades of the Higher Civil Service, we are
told that the nearest equivalent to appointments as Director General in Europe
would be an intermediate level between Deputy Secretary and Permanent
Secretary. If account is taken of the special supplementary allowances payable in
certain countries and the different tax rates, the net remuneration of Directors
General (or equivalent grades) lies within the Deputy Secretary/Permanent
Secretary range in neaily all cases. As we have said, the differences in the judicial
system and structure make comparison for

the higher judiciary, even in the
broadest way, impracticable.

136. Exceptin France and Italy, public service superannuation schemes are
non-contributory. In Belgium, there is a small contribution towards the State
health insurance and the widows’ insurance schemes. In general, it appears that
rather higher pension levels may be earned than in the UK: maximum pension
varies between 70 per cent and 80 per cent of final salary, except.in the case of the
judiciary in Belgium who, in most instances, may retire on the equivalent of full
pay. We are reluctant to draw firm conclusions from incomplete information,
but our broad conclusion on the limited facts available to us is that there is no
reason to believe that UK practice compares unfavourably with European
public service pay practice, though there are many differences which arise, in
part, from different systems. Because the nationalised industry undertakings
differ greatly in size and in the degree of Government contro] in each country,
we do not consider that a meaningful comparison of pay at Board level is pos- -

sible. However, we have studied a considerable body of information from inter-
national surveys of salaries in industry, which indicates that a markedly higher
level of remuneration for top executive jobs of comparable responsibility prevails
in the private sector in Europe than in the private sector in the UK. We have
referred in Chapter 2 to international competition for senior managers: we give
examples of comparative salary levels taken from a recent independent survey
togetherwith the associated levels of taxation?.

Survey ofEarnings at the Bar

137. In considering the position of the senior levels of the judiciary, we
regarded it as important to find out the facts about levels of earnings at the Bar
+Appendix J (Table 2).
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and, as up to date information was not available and the material published by
the Inland Revenue and elsewhere was not in a suitable form for our purpose,
we decided to carry out our own survey. We did this in mid-1972 with the supportof the Bar Council of England and Wales, of the Faculty of Advocates in
Scotland and of the Bar Council of Northern Ireland. We restricted our survey
to practising members of the Bars of between about 15 and 45 years’ standing,
as we found from an analysis of the age ‘and length of service ofmembers ofthe
judiciary that appointment to the Bench was being made from within this range,
although the majority of appointments fell within a narrowér span of seniority,
as

the following table shows:
TABLE A

. Percentage distributionin ranges of years from first call to the Bar
to appointment to the

Judiciary:(England.
and Wales):

‘September
1971

Ranges of years from first. call to the Bar to
appointment to the Judiciary

[Under17]17-19|

20-24 [25-29 |30-34 | 35-39 |
40-45

| % % vs KA sl Zw Ze
High CourtJudge .. - ~ 20 26 32 19 3.
Circuit Judge e 6 26 26 | 28 10 2

Metropolitan
Magistrate ae 15 9 24 36 15 ~ =

Source: 1972 Law List

As most barristers qualify in the early to mid-twenties, a similar spread is found
in the age of appointment to the Bench, but the span. of age from which the:
majority of appointments are madé is againmuch narrower (Appendix K,
Annex Tables B and C). In general, therefore,appointments are seldom made
beforemiddle age.

-138. Average earnings for 1970-71 of _barristersin full-time practice in
England and Wales, Scotland and Northern Ireland are compared in the
following table. These-edrnings are based principally on cash receipts for the
year shown arid reflect the fees received from briefs accepted up to two years
previously, i.e. up to 1968-69 (Appendix K, paragraph 2):

* TABLE B. .

“Make-up
of average earningsof full-time barristers: 1970-71.

Gross practice Total gross Net
Category earnings earnings (1) | Expenses (2) | professional

: .

earnings.

. £ £ £
Queen’s Counsel -

England-and Wales .. 17,516 18,011 4,438 13,573
Scotland 8,596 9,099 —(3) —
Northern Ireland (4) : 10,336 10,419 934 1 9,485

Junior Counsel . .
England andWales .. 9,324 9,534 2,680 6,854
Scotland 6,424 7,550 —() —(3)
Northern Ireland 9,772. 9,808

1592
|

8,216
"

Source: OME Survey
Notes: (1) Gross practice earnings and other gross professional earnings.

. (2) Expenses allowed for tax.
(3) Not available.
(4) Based on a small sample.(Appendix K, Table9) : ‘
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Information on earnings in 1971-72 for a majority of the full-time barristers in
the. survey indicates that, in that year, the average gross practice earnings in
England and Wales rose by just over 20 per cent, and for Queen’s Counsel in
Scotland by 124 per cent.

139. We analysed in greater detail the distribution of earnings over the ten
year age span from which we found that about three-quarters ofjudicial appoint-
ments are made. The following table compares the levels of total remuneration in
1972 (salary plus value of superannuation benefits) for the judiciary of England
and Wales with the estimatéd net professional earnings (gross practice and other
professional earnings less expenses) for 1971-72 of barristers in full-time
practice:

TABLEC
Comparison

of the remunerationin 1972 of the judiciary with the relevant earnings
of full-time barristersin England and Walesin 1971-72.

Judiciary Estimated professional earnings of barristers
(net of expenses)

Total
Salary |remuner- Median| Upper | Highest

ation(1) quartile} decile
.

£ £ £ £ £
. Queen’s Counsel

High Court Judge 15,750] 20,475 | Aged 50-59 years 12,691 | 21,938 | 24,208

Junior Counsel .

Circuit Judge
|

9,750) 12,675 | Aged 50-59 years 5,696 | 10,126 | 15,121

Metropolitan .

Magistrate 8,350] 10,270 | Aged 45-54 years 8,469 | 11,566] 16,350

Source: OME Survey
Note: (1) Salary plus value ofsuperannuation provisions.

The detailed results ofour survey are in Appendix K.
140. The evidence from our survey supports the view expressed by our

Advisory Group in 1972 that the key relationship between the High Court Judge
and the Circuit Judge in England and .Wales is broadly right in salary terms
(Appendix E, paragraph 10), and we accept this view. But, since many—perhaps
most—Queen’s Counsel are likely to be appointed from amongst those who
éarn more than theupper quartile figure, the evidence in the survey suggests that,
even after taking account of the value of the superannuation provisions, the
present salary level of the High Court Judge is likely to invélve a drop in the
current remuneration of some who qualify for consideration for promotion. The
earnings of Queen’s Counsel on average tend to fall in later life but it is possible,
nevertheless, that total remuneration over a working life as barrister and High
Court Judge may have been less than it would have been had he remained in
practice. However, we do not think that at the time the survey was carried out
the differences were such that they would have deterred Queen’s Counsel from
accepting appointment. Nevertheless, the relative level of remuneration of
Queen’s Counsel and of High Court Judges remains a factor that requires con-
sideration. A higher proportion of Junior Counsel is promoted to the Circuit
Bench than ofQueen’s Counsel to the High Court Bench(Appendix K, paragraph
12) and we do not consider that any differences in the levels of remuneration are
such as to deter acceptance ofappointment to the Circuit Bench, or as stipendiary
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magistrates. In making our recommendations, we are aware that the general
level of fees has increased substantially since the date ofour survey in 1972.

141. We have drawn attention (Chapter 4): to the, substantial differences
shown in our survey between the earnings for.Queen’s Counsel in England and
Wales on the one-hand, ard in Scotland and Northern Ireland on the other, and
we conchidedthat some regard mustbe taken of these differences in assessing the
pay of the Higher Judiciary in each country. The survey showed a smaller
disparity of earnings for Junior Counsel on the same basis, and confirmed our
understanding that the earnings opportunities for potential appointees to the
Circuit Bench in England and Wales, to the Shrieval Bench in Scotland, and to
the CountyCourt Benchin Northern Ireland arebroadly similar. We consider,
therefore, that the smaller differential in Bar earnings for Junior Counsel should
not be taken into a¢count in determining pay in the pait of our field immediately
below the Higher Judiciary on this occasion, and we have not taken account of it.

Salaries Survey
142. As on the occasion of our first interim review in 1971-72, we have

again carried out a survey of remuneration in private and nationalised industry,
commerce and finance. Our second survey, which was carried out in September
1973, was designed both to bring up to date the salary information in our first
survey (which was related to September 1971) and, in addition, to collect infor-
mation on superannuation arrangements and other benefits which make up the
“total remuneration package’. We limited our survey to enterprises which took
part in our 1971 study and those which, although unable to participate then, had
indicated willingness to do so on.a future occasion. Our second survey covers 180

large undertakings. The size distribution was similar to the 1971 survey, except
for a slightly lower proportion of smaller firms in the private sector. The follow-
ing table comipares the average salaries in the publicand private-sectors shown in
the survey:

TABLE D
Average salaries (including bonus, commission and profit-sharing)

of top management:
September

1973

Sector of industry and Ty
Deputy Board "Senior

size of undertaking Chairman | Chairman members executives

£ |

«£
|

¢£ ‘£
Nationalised industries .

Capital employed:
£1,250m and over 23,400 |. (18,400) 14,600 10,900:
£ 250m but under £1,250m (20,600)

|

17,000 13,700 9,600
£ 50mbutunder£ 250m 14,800 11,000 11,000 8,600
£ 10m-butunder£ 50m (17,200) (12,200) (10,000) 7,400

Private Sector
Commercial and industrial
Capital employed:
£1;250m and over (69,800) | (53,200) (35,900) 18,300
£ 250m but under £1,250m 42,000 28,800 48,400 10,900
£ S50mbutunder£ 250m 29,500 24,100 17,000 10,500
£ 1i10mbutunder£ 50m 21,600 17,100 11,300 7,100

Financial 32,300 23,200 18,200 14,200

Source: OME
Note: Figures.in brackets relate to fewer than 5 posts in-sample.
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From this table, it is clear that salaries of top management in the nationalised
industries were substantially lower than those -in organisations of comparable
size in the private sector, except for senior executives in the smallest industries.
It also indicates that a greater degree of compression in the top management
salary structure existed in the nationalised industries than in the private sector.
In our view, this situation is unlikely to have changed materially between 1973
and the end of Stage 3 of the statutory incomes policy, but we are aware that
there may have been some greater measure of deterioration since in the relative
position ofmembers of the nationalised industry Boards.

143. Examination of movements in salaries in the private sector by salary
level shows that the increases at the highest levels have been smaller inpercentage
terms than at lower levels. This continues the trend that we found in our previous
survey:

TABLE E
Percentage increases in annual average salaries (including bonus, commission and profit sharing)

of top management in the private sector by salary range: September 1968-73

Percentage increases
Salary range 7

-

1968-71 (1) 1971-73 (2)

% %
£30,000 arid over .. 15 8
£15,000 but under £30,000 25 12
£10,000 but under £15,000 30 19
£ 6,000 but under £10,000 32 24
Under £6,000 35 31

Source: OME
Notes: (1) Salary ranges based on September 1970.

(2) Salary ranges based on September 1971.

By comparison, the increase in average earnings for the whole of the working
population was 35 per cent and 29 per cent forthe periods 1968~71 and 1971-73
respectively. The continued tapering in percentage terms of increases at higher
salary levels revealed by the survey shows that relativities in the industrial pay
structure as a whole over the five years to 1973 have been compressed. In the
same periods, the cost of living, as measured by changes in the Retail Price
Index, has increased by 20 per cent and 17 per cent respectively. A comparison
of these figures with those in the table shows that gross incomes in real terms, as
opposed to money terms, at higher levels have declined since 1971, and at the
highest level since 1968. Except for gross incomes above £20,000 which would
have benefited from tax reliefs between 1971 and 1973, taxation in real terms has
increased since 1968, so that net remuneration also in real terms has fallen still
further!: the effect is illustrated in Appendix M (Table 2).

144, The following table summarises the elements which make up the
“total remuneration package”:

* The position in later years will, of course, be affected by thé tax changes in 1974.
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TABLE F
Make up of total remuneration in September 1973 for main Boardmembers (including Chairmen

and Deputy
Chairmen)

and senior executives in private and nationalised industry
,

Private industry
Nationalised industry

Board . Senior Board . Senior
members executives -| members | executives.

%
,

% x
Salary + bonus. 100 100 100 400

Superannuation
.

(employer’s contribution) 18:6 15.9 12,1
‘

12.6
Share option schemes 14 0:3 - _
General expenses 0.6 0.1 0.5 0.0
Car 4.0 3.1 40 . 3.4
Housing and other joans..

1.0 L7 = -
_
Total remuneration

_

125.6 121.1 116.6
~

116.0
—

Source: OME

It will be seen that the total of superannuation and other principal. benefits
provided by private industry exceededin percentage térms those provided by the
nationalised: industries. The difference is mainly attributable to the lower

superannuation contributions paid by top management ini private industry, but
is in part a result of the absence of share option or other incentive schemes and of
arrangements for private loans related to house purchase. These-were by no means
widespread in private industry, only one in five or six participating in share

option or other incentive schemes; or benefiting from a low interest loan, but the
individual benefit in these instances was substantial. The total benefits, super-
annuation and other, represented on. average a Significant supplement to salary
both in nationalised industry and in private industry. The detailed results of our
survey are in Appendix L.

145. We have compared the results of our survey with the salary informa-
tion which we were given in the job comparability study on the senior levels of
the civil service and. armed forces andin the job evaluation study of Chairmen
and members of nationalised industry Boards. In the former, which we discuss
in Chapter 3, the posts in the private sector which were found to be comparable
were relatively highly paid on average, although not by a large margin, and the

rangeof salaries was wide. This confirmed parallel evidence provided by the
consultants from their own annual salary stirveys. We have taken this into
account in our consideration of the results of our Study.

146, In the latter study, which we discuss in Chapter 5, the consultants
found that the jobs of nationalised industry Chairmen were of similar weight to
those of the Chairmen of undertakings in the private sector of comparable
size. Our survey showed a marked difference in the pay of top management
between the two sectors, particularly in the largest organisations. The con-
sultants told us that the information on Chairmen and Board membérs in very
large companies in their survey was very sparse, and that the range of salaries
was very wide. We-consider that our survey provides representative information
on remuneration practice in companies in the private sector. In making our
recommendations, we have taken account of this and of information on move-
ments since then.
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Conchision

147. Our other studies and inquiries, which we have describéd above,
have helpéd us in formulating the general principles which we believe should
apply toour field of responsibility. They have also enabled us, in conjunction
‘with our main evaluation studies for each group within our remit (which we
have earlier described in Chapters 3-5), to provide comprehensive information
on prevailing levels of remuneration for broadly comparable work outside.
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CHAPTER 7

SUMMARY OF RECOMMENDATIONS

148. In this report of the review which we began on our appointment in -

1971, we have discussed the general principles
which we see. as relevant to the

determination of top salaries in the public service; we have examined the

particular circumstancés of each group within our terms of reference and tlie
factors which have governed their pay in the past; and wé have described and
comimented on the findings of the evaluation studies and otherinquiries carried
out by us or on our behalf: We summarise here our salary recommendations,
which we have made after considering all the factors that we have

mentioned
as relevant.

Effective date

149. With the exception of certain judicial appointments, the pay of all
those within our terms of reference was last increased with effect from 1 January
1974 to the éxtent allowed under Stage 3 of the statutory incomes policy. The
revised rates for those judicial appointments

were implemented
from dates in

July 1974in accordance with the provision which required a minimum interval
of 12 months between principal pay increases. We accept the present need to
maintain the 12 month interval without exceptions and it is, of course, in line
with Government policy. We therefore propose that the salaries which we
recommend below should be effective from 1 January 1975 or, where applicable,
from dates 12 months after the-effective.dates ofour last recommendedincreases.

Salary recommendations
150. We recommend the following annual salaries:

.
£

a) Senior gradesof the Higher Civil Service
Head of the Home Civil Service, Permanent’

Secretary
to the

Treasury, and Secretary tothe Cabinet . 23,000
Permanent Secretary .. 21,000
Secorid Permanent Secretary .. .. 19,000.
Deputy. Secretary . 15,000:
‘Under Secretary .. .. 12,000

b) Senior officers-of the armedforces
Field Marshal... .. 23,000
General .. . “,. 21,000
Lieutenarit General : .. 15,000
Major General and their equivalents ..

_ 12,000

Note: Salaries
include medical and dental officers.

c) Judiciary
England:and Wales
Higher Judiciary
Lord Chief Justice .. 27,000
Master of the Rolls, and ‘Lords of Appeal

i
‘in Ordinary .. 24,500

Lords Justices ofAppeal, and President of
Family Division

... 22,500
High Court

Judges
.. 21,000
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£Lower Judiciary
President, Lands Tribunal + . -. 16,000Chief National Insurance Commissioner, and Recorder of

London .. 15,500Common Serjeant, Members of the.Lands Tribunal, National
Insurance Commissioners, President of the Industrial
Tribunal, and Judge Advocate General .. -. 14,000Circuit Judges, Master ofthe-Court of Protection, and’ Chief
Metropolitan Magistrate .. 13,000-Senior and ChiefMasters and Registrars, Regional Chairnienof Industrial Tribunals, Chairman of the ForéignCompensation Appeal Tribunal, and Registrar of the.

_ Court of Criminal Appeals oe 12;500
Chairmen of Industrial Tribunals and MetropolitanMagistrates .. 11,750Masters and Registrars of the Supreme Court 11,000
Scotland
Higher Judiciary
Lord-President of the Court of Session .. .. 24,500.
Lord-Justice Clerk 22,500Judges of the Court ofSession .. 1 19,000
Lower Judiciary
SheriffPrincipal ofLanarkshire . .

-. 16,000Sheriff Principal of the Lothians, Chairman of the ScottishLand Court .. 14,000SheriffsA .. +e 13,000
Northern Ireland
Higher Judiciary
Lord Chief Justice we 23,500
Lords Juistices ofAppeal, Puisne Judges 19,000
Lower Judiéiary :

Recorder ofBelfast -. 14,000County Court Judges 13,000
The present holder of the appointment_as Senior Circuit Judge at
Newington Causeway, the Recorder of Liverpool and the Récorder of
Manchester should have Salary leads on a personal basis of £750 overthe Circuit Judge.
d)-Chairmen andBoardmembers ofnationalised industries

Deputy
Chairman

or
equivalent Board

Chairman (1) member
£ £ £

British Steel Corporation
} 40,000 28,000—- 21,500-

Post: Office . ,
33,000 27,500

British Airways Board
British Rail . ..
British Gas Corporation ., 35,000 24,000- 18,000-Electricity Council 29,000 22,000National Coal Board
Céntral Electricity 33.000 23,000- =:18,000-Generating Board ’

27,500 22,000
National Bus Company ..

|
24.000 17,000-_ 12,500-National Freight Corporation 20,500 16,500

Atomic Energy AuthorityCable and Wireless
Civil Aviation Authority .. .Commonwealth Development 22,500 15,500- —11,500-

Corporation . . 19,000 15,000North of Scotland Hydro-
. Electric Board .

South of Scotland Elec-
tricity Board ..
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Deputy
Chairnian

or.
equivalent Board

Chairman
qd) member
£ £

18,000 12,500- 9,500—
‘British Airports Authority
British Transport Docks

Board 15,000 12,000
Scottish Transport Group
Area Electricity Boards .. 18,000—- 12,500- —

22,000 15,000
BritishWaterways Board .12,000 8,000- 5,000-

10,000 7,500

Notes: 1. Vice-Chairman, Managing Director, or ChiefExecutive.
2. The above rates are for full-time appointments.

Where our recommendations involve lower salaries, current salaries
should continue to be paid on a personal basis.

Part-time Board members:sliould be paid on a pro-rata basis according
to the time devoted to the appointment. Those whose normal attendance
is one day a fortnight should be paid one-eighth ofthemid-pointof the
appropriate salary range of a full-time Board member subject to a
minimum of£1,500;

These salaries subsume the current payments under the threshold arrangements
recommended in our Third Interim Report.

151. The salaries we recommend above represent an average increase in
overall remuneration at present rates, including current payments under the
threshold arrangements, of 28.8 per cent and will cost an additional £5.1 million
in a full year. On an annual compound basis since 1 July 1969, the last occasion
on which substantive proposals. for those within our field were made, these.
recommendations amount to an overall annual average increase compared with
the levels then recommendedof 9.4 per cent. On the same annual basis we -

estimate that during the sarhe period the index of average salaries will have
increased by 13.2 per cent, and the index of retail prices by 10.2 per cent.

_ Similarly, compared with 1 January 1972, the date of the last increase before
the recent statutory incomes policy, the average annual increase following our
recommendations will be 11.4 per cent compared with 14.4 per cent for all
salaries and 12.4 per cent for retail prices. Détails are in Appendix N.

152. The increases we recommend are substantial but the rates of increase
are lower than those that will have taken place in the community as a whole
over both these periods; the increases also appear to be less in nearly all cases
than those for comparable salaries since July 1969, and to be generally in line
with corresponding tmhovements since January 1972.1 The statutory limitations
on imcréases in pay which were in force between 1972 and 1974 were designed
to operate more severely at higher income levéls. At the same time, they pre-
vented us from rectifying the problems of compression and of disparity between
public and private sectors that existed before the counter inflation measures
were introduced. The effect has been that both the structural problems for thé
groups covered by our terms of reference and the disparities with outside
remuneration have now become even more acute. We believe that it is ofgreat

iThe estimate in so far as it includes an element of forecasting is inevitably approximate
but is based on our salary surveys up to September 1973, a moré recent consultants’ survey and
other sources.
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importance to take this present opportunity to rectify the situation and in
particular to establish a reasonable relationship between the public and private
sectors at the highest levels, thereby producing equitable treatment for those
covered by our terms Of reference.

BOYLE OF HANDSWORTH
H. W. ATCHERLEY
BEECHING
GEORGE COLDSTREAM
ANTHONY LLoyD
SEEAR
MARK TURNER

OFFICE OF MANPOWER ECONOMICS
18 October 1974
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-APPENDIX A

PRESENT PAY STRUCTURES.

Salaries shown. below exclude. current payments under the’ threshold
arrangements.

(a) Senior
grades

of
the Higher

Civil Service
Number inpost.

Head of the Home: Civil Service,
Permanent Secretary to the

Treasury,Secretary tothe Cabinet .. £17,350 . 3
Permanent Secretary £16,350 19
Second Permanent Secretary £15,350 > 22

Intermediate-pay point
(higher) waa)Deputy Secretary ... £11,100 144.

Intermediate pay
pointGower)

73(1)Under Secretary (2). : £9,000, 527

Notes:
(1) Most of the posts between Under Secretary and Deputy
Secretary are on a common rate of£9,950 andmost ofthose between.
Deputy Secretary and Permanent Secretary are on a common rate
of£13,200.
(2) London weighting of £410 is payable with. effect from 1 April.
1974 (previously £228).

_
(6) Senior officers of the aritied forces

Combatant Number’ Medical Number
inpost anddental in post

Admiral of the Fleet,
Field Marshal and
Marshal of the
Royal Air Force .. £16,350 2

Admiral, Géneral and
Air ChiefMarshal £14,850 23

Vice-Admiral, Lieu-
tenant General. and- .- Air Marshal £11,350 39 £11,350 3

Rear Admiral, Major :

General and Air Vice-
Marshal .. £9,350 160 £9,450 18

(c) Higher Judiciary and other posts down to the equivalent of Under Secretary
England andWales Number inpost
Higher Judiciary .

Lord Chief Justice £19,100 1

-Lord-ofAppealin Ordinary £17,850 10
Master of theRolls . £17,850 J
President of the Family Division £17,850 1
Lord Justice £16,350 14
High Court Judge £16,350 71

Lower Judiciary .

Recorder ofLondon . £14,100 1
President of the Lands Tribunal| .. £12,950 1

61



ChiefNational Insurance
Commissioner

£12,950 1
Common Serjeant £12,100 1
Circuit Judge for Inner London | . £11,600 1
Recorders ofLiverpool and Manchester £11,600 2
Additional Judge of the Central

CriminalCourt . £11,600 12
NationalInsurance ‘Commissioner: be £11,100 9
President ‘of the Industrial Tribunals

(England andWales) . £11,100 1

Member ofthe Lands Tribunal £11,100 8
OfficialReferee e £10,850 3
Judge Advocate General « £10,500 -

Circuit Judge £10,350 238
Assistant Judge, Mayor | andCity

«

of .

LondonCourt £10,350 2
ChiefMetropolitan Magistrate £9,950 1
Senior and ChiefMasters.and Registrars £9,950 5
Master ofthe Court ofProtéction £9,950 1
Regional Chairmen of IndustrialTribunals’... £9,950 4
Chairman of the ForeignCompensation

Commission . £9,400 1
Registrar of theCourt ofCriminal.

Appeal
£9;380 JI

Métropolitan Magistrate . £8,950 38
Chairmen of Industrial Tribunals £8,950 19
Masters and

Registrars
of the Supreme

Court . £8,950 31

Scotland
Higher Judiciary
Lord President:of the Court ofSession .: £16,350 1
Lord Justice Clerk + . £16,100 1
Judgeof the Court of Session . £14,350 18

Lower Judiciary
SheriffPrincipal of Lanarkshire . . £11,200 1

SheriffPrincipal of the Lothians £10,400 ]
Chairman of the

Scottish
Land Court .. £10,400 1

SheriffA .. : : £9,950 14

Northern Ireland.
Higher Judiciary
Lord Chief Justice £15,600 1
Lord Justice of

Appeal
. £14,100 2

Puisne Judge £14,100 4

. Lower Judiciary
Recorder ofBelfast £10,900 1

County Court Judge £9,950 8

(d) Chairmen and Board members of the nationalised industries

Number in.post
(full-time) (part-time)

British Stéel-Corporation
Chairman £28,100 1.
Deputy Chairman £22,600-25,600 I 1
Board member £16,600-21,600 4 7

Group A
British Airways, British Gas Corporation, British Railways Board,
Central Electricity Generating Board, Electricity Council, National
Coal Board, Post Office
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"Other:
CEGB industries

Chairman £21,100 £23,100 6 i
Deputy Chairman £18,100 £19,100 7 2
Boardmember £12,600—- £12;600-

£17,600 £17,600 32 26

GroupB
Commonwealth Development Corporation, National Bus Company,
National Freight Corporation, UKAtomic Energy Authority
Chairman £19,600 2 2
Deputy Chairman £15,600 J 1
Boardmember £10,100-‘

£14,100 4 29

Group: C (and-other related Boards whose members are paid within
similar salary ranges)
Area Electricity Boards England andWales, British Airports Authority,
British Transport Docks Board, British Waterways Board, Cable and
Wireless Ltd, Civil Aviation Authority, North of Scotland Hydro-
Electric Board, Scottish Transport Group, South of Scotland
Electricity Board.

Area
Electricity

° Other
Boards industries’

Chairman £12,600— £12,750- .

£17,600 £17,600(1) 14 6
Deputy Chairman £9,600- £9,000—

£11,600 £13,100(1) 15 3
Board member —_ £8,800-

£13,100(2) 23 111

(1) Chairmen and
Deputy

Chairmen are paid on fixed salaries within
these limits.
(2)Board members are paid on salary ranges within these limits.
Note: Part-time Chairmen and Deputy Chairmen are paid on a’pro-rata

basis.
Part-time Board Members normally receive a fee of£1,000.
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APPENDIX B

LISTOF INDIVIDUALS AND ORGANISATIONSWHO GAVEEVIDENCE
OR WHO ASSISTED IN THE DETAILED STUDIES AND INQUIRIES

Individuals who gave evidence to the Review Body

His Honour Judge Aarvold,O.B.E:, T.D., D.L., Recorder of London
Mr. W. O. Campbell Adamson, Ditector-General Confedération of British

Industry
Sir Douglas Allen, G.C.B., Permanent Secretary, Civil Service Department

and Head of the Home Civil Service
Sir Philip Allen, G.C.B., fornier Permanent Secretary, Home Office
Rt. Hon. Sir William Armstrong, G.C.B., M.V.O., former Permanent

Secretary, CivilService Department and Head oftheHome Civil Service
Mr. A. M. Bailey,. then Assistant Secretary, now Under Secretary, H. M.

Treasury
Mr. I. P. Bancfoft, C.B., Second Permanent Secretary, Civil Service

Department
Mr. R. Bateman, part-time Member, British Steel Corporation
Mr. J. W. Bourne, DeputySecretaryin Lord Chancellor's Office
Mr. A. F. L. Bowley, formerlywith I.C.I., now an Industrial Consultant
Rt. Hon. Lord Boyd-Carpenter, D.L.,“Chairman, CivilAviation Authority
Professor E. H. Phelps Brown, M.B.E., F.B.A., Emeritus Professor of

Economics of Labour, University. of London
Mr. R. N. Bruce, C.B.E., T:D., former Chairman, South Eastefn Gas Board
Mr. J. C.Burgh, then Under Secretary, Community Relations Commission,

now Deputy Secretary, Departmiént ofPrices and Consumer Protection
Mr. F. G. Burrett, C.B., Deputy Secretary, Civil Service Department
Mr. P. L. Burton, former Director, Civil Service Pay Research Unit
Mr. W. S. J. Carter, former Deputy Chairman, Imperial Tobacco Company
Field MarshalSir Michael Carver, G.C.B., C.B.E., D:8.0., M.C., then Chief

of General Staff, now Chief of Defence Staff
Mr. R. Chamberlain, T:D., Master of the Supreme Court, Chancery Division
Professor J. R. Crossley, Montague Burton Professor (Industrial Relations),

Leeds. University
Sir Charles Cunningham, G.C.B., K.B.E., C.v.O., former Permanent

Secretary, Home Office °

The. late His Honour Judge Cussen, Circuit Judge
Rt. Hon. John Davies, M.B.E., M.P., former Secretary of State for Trade

and Industry
Mr. R. F. R. Deare, Assistant Secretary, Ministry of

Overseas DevelopmentRt. Hon. Lord Denning, Master of the Rolls
Sir Denis Dobson, K.C.B., O.B.E., Q.C.,

Permanent Secretary, Lord
Chancellor’s Office

Hon. Mr. Justice Donaldson, High Court hhidge
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Mr. J. R. M. Dryden, first as General Secretary of the Society of Civil
Servants and subsequently as Secretary-General, Staff Side of the Civil
Service National Whitley Council

Mr. E. F. Elfick, former Secretary-General of the Customs and Excise
Controlling Grades Association

Sir Norman Elliott, C.B.E., former Chairman, Electricity Council
Dr. I. T. Field, former. Secretary, Armed Forces Committee of the British

Medical. Association
Dr. N. M. Finniston, Chairman of the British Steel Corporation
Hon. Sir Henry Fisher, former High Court Judge
Mr. G. E. Fitchew, a Principal in H.M. Treasury
Air Chief Marshal Sir Christopher Foxley-Norris, G.C.B., D.S.O., O.B.E.,

former Chief of Personnel and Logistics, Ministry of Defence
Sir Arnold France, G.C.B., fornier Chairman (Permanent Secretary),

Board of Inland Revenue
Mr. D. H. Fulcher, D.S.C., former Under Secretary in the Department of

Health and Social Security
Mr. B. A. Gillman, first as General Secretary of the Association of First

Division Civil Servants and subsequently as General Secretary of Society
of Civil Servants

Mr. B. T. Gilmore, Assistant Secretary, Civil Service Department
Mr. B. Gottlieb, C.B., former Under Secretary, Post and. Telecommuni-

cations Department
Hon. Mr. Justice Griffiths, M.C., High Court Judge
Mr. D. M. J. Gwinnell, Chairman of the Association of First Division

Civil Servants
Mr, R. H. Godden, Secretary, Scottish Economic Planning Department
Sir Eric Griffiths-Jones, K.B.E., C.M.G., Q.C., Chairman, Commonwealth

Development Corporation
Rt. Hon. Lord Hailsham of St. Marylebone, former Lord Chancellor
Mr. H. P. Hall, C.M.G., M.B.E., former Under Secretary, Ministry of

Defence
Mr. J. E. Herbecq, then Under Secretary, now Deputy Secretary, Civil

Service Department
Sir Arthur Hetherington, D.S.C., Chairman, British Gas Corporation
Mr. T. C. Hetherington, C.B-E., T.D., Legal Secretary (Principal Assistant

Solicitor), Law Officers’ Department
Mr. A. P. Hockaday, C.M.G., then Under Secretary, now Deputy Secretary

Ministry of Defence
Mr. R. Jardine, then Assistant Secretary, Department ofTrade and Industry,
. now Department of Industry
Mr. A. A. Jarratt, C.B., Managing Director of International Publishing

Corporation, a former Deputy Secretary in the Department of Employ-
ment. .

Rt. Hon. Aubrey Jones; former Chairman, National Board for Prices and
Incomes

Sir Henry Jones, G.B.E., former Chairman, Gas Council
Mr. R. C. Kent, C.B., Deputy Secretary, Ministry of Defence
His Honour Judge King-Hamilton, Circuit Judge.
Hon. Mr. Justice Latey, M.B.E., High Court Judge
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Mr. K. C, Lawrance,, Under Secretary, Civil Service Department
Mr. J. C. Leeming, Under Secretary, Civil Service Department
Mr. J. C. Liverman, C:B., O.B.E., Deputy Secretary, Department of Energy
Mr. W. McCall, General Secretary of the’ Institution of

Professional
Civil

Servants
Rt. Hon. Richard Marsh, Chairman, British Railways Board
Sir Robert Marshall, K.C.B., M.B.E.; former Secretary (Industry) Depart-

ment of Trade and Industry, now Second Permanent
Secretary,

Depart-.
mentof the Environment

Mr. E. J. T. Matthews, T.D., Masterof the Supreme Court, Supreme Court
Taxing‘Office:

Mr. P. Meinertzhagen, C.M:G., General:
Manager,

Commonwealth De-
velopment Corporation

The late Lord Melchett, former Chairman, British Steel Corporation
Sir Peter Menzies, Chairman, Electricity CouncilMr. :‘C. E. Mills, Member, Gas Council .

Sir Frank Milton, Chief Metropolitan Magistrate
Mr. R. Myles Gibson, Chairman, Armed’ Forces

Committee
of British -

Medical Association
Mr. G. M. Parbury, Registrarof the High Court of Justice jin Bankruptcy
The late the Rt. Hon. Lord Parker of Waddington,. former Lord Chief

Justice of England.
Sir Anthony Part, G.C:B., M.B.E., first as Permanent Secrétary, Departmentof Trade and Industry, and

subsequently
as

Secretary, Department
of

Industry
Major General P. F. Pentreath, M.B.E., former Signal Officer

i
in Chief

of
the

Army
Rt, Hon. John Peyton, M.P., former Minister forTransport Industries
Admiral Sir Michael Pollock, G.C.B., M.V.O., D.S.C., former Chief

of
Naval Staff

Mr. B. T. Price,. Director of Planning and Development, Vickers Ltd., a
former civil servant

The late Mr. R. D. V. Roberts, C.B.E., former Member, Electricity Council
Mr. J. G. Robertson, President of the ‘Association ofInspectors ofTaxes
Sir Philip Rogers, K.C.B., C.M.G.,. Permanent Secretary, Department

of
Health arid Social Security

His Honour Judge Rowe Harding, D.L., Council of County Court/CitenitJudges
SirWilliam Ryland,.C.B., Chairman, Post Office Corporation .

Sir Idwal Pugh, K.C.B., Permanent Secretary, Department of the Environ-
ment

Mr. J. J. 8. Shaw, C.B., former Deputy Secretary in Civil Service Department-
Air Marshal Sir Ernest Sidey, K.B.E., C.B.,

former
Director-General, RAF

Medical Services
Air Chief Marshal Sir Denis Spotswood, G.C.B., C.B.E., D.S.0., D.F.C.,

former Chief of Air Staff
His Honour Judge Steel, J.P., Council of CountyCourt/Circuit Judges
Dr. D. P. Stevenson, C.B.E, Secretary, British Medical Association
His Honour Judge Stockdale} Council ofCounty Court/Circuit Judges
Hon. Mr. Justice Talbot, High Court Judge
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Lieutenant General Sir Norman Talbot, K.B.E., T.D., former Director-
General, Army Medical Services.

Mx. D. Taylor, Association of H.M. Inspectors of Taxes
Sir Peter Thornton, K.C.B., Secretary, Department of Trade
Mr. G. W. Totman, C.M.G., O.B.E., Finance Director, Commonwealth

Development Corporation
Admiral Sir Francis Turner, K.C.B., D.S.C., former Chief of Fleet Support,

Ministry of Defence
Mr. C. R. Walker, then Assistant Secretary, Civil Service Department, now

Department of Energy
Mr. J. S. Warren, Master of the Supreme Court, Queen’s Bench Division
Mr. D. W. G. Wass, C.B., then Deputy Secretary, now Permanent Secretary,

HLM. Treasury
Surgeon Vice-Admiral James Watt, Director General of Naval Medical

Services
Mr. J. A. Wedgwood, then Secretary, Electricity Council, now Deputy

Chairman, South Eastern Electricity Board
Rt. Hon. Lord Widgery of South Molton, O.B.E., T.D., Lord Chief Justice

of England
Professor P. J. de la F. Wiles, Professor of Russian Social and Economic

. Studies, University of London
Mr. D. Williams, Deputy Secretary, Ministry of Overseas Development
Sir Leslie Williams, C.B.E., former Secretary-General to the Staff Side of the

Civil Service National Whitley Council
Rt. Hon. Lord Wilson of Langside, Director of the Scottish Courts Adminis-

tration
Baroness Wootton of Abinger
Mr. S. H. Wright, formerly an Under Secretary in H.M. Treasury

Individuals who gave evidence to the Advisory Groups
Mr. J, E. B. Drake, C.B.E., D.S.C., former Special Adviser, Civil Service

Department
Rt. Hon. Lord Guest, former Lord of Appeal in Ordinary
Vice-Admiral Sir Raymond Hawkins, K.C.B., former Chief of Naval

Supplies and Transport and Vice-Controller of the Navy
Rt. Hon. Lord MacDermott, of Belmont, M;C.,

former Lord Chief Justice
of Northern Ireland

Mr. D. S. MacKenzie, Deputy Director of Scottish Courts Administration
Sir Richard Powell, G.C.B., K.B.E., C.M.G., Deputy Chairman, Permanent

Committee on Invisible Exports

Government Departments
Civil Service Commission
Civil Service Department
Department of Employment
Department of the Environment
Department of Trade and Industry
Foreign and Commonwealth Office
HM Treasury
Board of Inland Revenue
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Lord Chancellor’s Office
Ministry of Defence .

Ministry of Posts and Telecommunications
Northern Ireland Office
Scottish Courts Administration

Industry
PRIVATE SECTOR

British Leyland Motor Corporation Ltd
British Oxygen Co. Lid.

’ British Petroleum Co. Ltd.
Commercial Union Assurance Co. Lid.
The Dunlop Co, Ltd.
The General Electric Co. Ltd.
Hawker Siddeley Aviation Ltd.
Imperial Chemical Industries Ltd.
Imperial Group Ltd.
International Computers Ltd.
Lloyds Bank Limited

. Longman Group Ltd.
Marks and Spencer Ltd.
National Westminster Bank Ltd.
Reed International

,

Richard Costain Ltd.
Royal Dutch Shell Group
Simon Engineering Co. Ltd.
Tube Investments Ltd: -

Vickers Ltd.
In addition over 200 other companies co-operatedin the Salaries Survey carried
out by the Office ofManpower Economics.

PUBLIC SECTOR
British Airports Authority
British Airways Board
British Broadcasting Corporation
British Railways Board
British Steel Corporation
British Transport. Docks Board
British Waterways Board
Cable and Wireless Ltd.

_

Central Electricity Generating Board
Eastern Electricity Board .

The Electricity Council
- The.Gas Corporation
Indepéndent Broadcasting, Authority
National Bus Company
National Coal Board
National Freight Corporation
Post Office Corporation _
Scottish Transport Group’
South Eastern Electricity Board
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PUBLIC SECTOR (Continued)
South of Scotland Electricity Board
U.K. Atomic Energy Authority

ORGANISATIONS
Association of County Court Judges (Circuit Judges)The Bat Council
British Medical Association
Confederation of British Industry
Faculty of Advocates (Scotland)
Hay-MSL Ltd. .

Liaison Committee of the Masters and Registrars of the Supreme Court
Northefn Irelarid Bar Council
Staff Side of the Civil Service National Whitley Council
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‘APPENDIX C

COMPARISON OF SUPERANNUATION BENEFITS

Superannuation schemes in the public service

1. The principal features of the superannuation schemes for the civil
service, armed forces and the judiciary, together with the maximum limits for
approval under Inland Revenue rules, are set out in tabular form at Annex I.
The schemes for the civil service arid armed forces have recently been reviewed,.
and consideration is now being given to a rationalisation of the various schemes
in existence for different parts of the judiciary. In géneral, the schemes conform
to the maximum benefits permitted by the Inland Revenue for retirement at
normal retirement age after a full careér—a pension of two-thirds final salary
after 40 years’ service (or a pension of one-half final salary and a lump sum of
three times accrued

pension, whichis the actuarial equivalent)—but there are
some significant variations in the approach to each group which reflect their
different career opportunities. All the schernes are Covered by the Pensions
(Increase) Act 1971, under which post-retirement increases are made to public
service pensions annually to match increases in thé cost of living.

2. Civil Service. A civil servant qualifies for a pension provided that he
has served for 5 of more years; it is not payable.until age 60.whichis the normal
retiring age. The annual raté of pension accrual is 1/80th of the best year’s
salary in the last three years so that.the maximum pension which can accrue
after-a full career of 40 years is half that salary. In addition, he receives a lump
sum equivalent to three times his accrued pension. The scheme is non-contribu-
tory, exceptin respect of the widow’s pension which isone half of the pension
her husband was receiving or would have received had fe retired on ill-health
grounds at the date of his death.

3. - Staff with a mobility obligation (Executive Officers and above) who are
prematurely retired in the public intérest will, if they are over age 40, receive an
annual payment équivalent to their accrued pension entitlement enhanced
according to age up to a maximum of 5/60ths at 45 or over or what would have
been obtained at minimum: retiring age if less. They will also receive the super-
annuation lump sum enhanced in the same proportion ‘and a compensation
payment of 6 months’ salary—the latter is tapered down from age 57 to éxtinc-
tion after age 594.

4. Armed-Forces. An officer of the armed forces qualifies for a pension
payable immediately on retirement after a minimum of 16 years’ servicé from
age 21. At full career point, i.e. after 34 years’ service from age 21, he will
receive a pension broadly half the average pay rate over the last year of service.
At the minimum retiring age, the rates lie between one-quarter and one-third
of current rate of pay. In addition he receives a terminal grant equivalent to
three times his annual rate of pension. An officer is also allowed to commute
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up to half his pension at any time after he has retired. The widow’s pension is
one half of her husband’s pension entitlement. The scheme is non-contributory.

5. Judiciary. On appointment, members of the higher judiciary qualify for
a pension equivalent to one quarter of their annual salary on retirement and,
Circuit Judges similarly qualify for a pension equivalent to six-fortieths of
their annual salary on retirement. Other members of the lower judiciary must
serve a minimum of 5 years to qualify. After 5 years’ service, Circuit Judges are
entitled to a pension equivalent to one quarter of their annual salary; thereafter
the annual rate of accrual is 1/40th of their annual salary on retirement, similar
to members of the higher judiciary, to produce a maximum pension after 15

years’ service equivalent to half the last annual salary. For other members of
the lower judiciary, the minimum pension after 5 years’ service is three-sixteenths
of their annual salary (or 25 per cent less than for the higherjudiciary and Circuit
Judge); the maximum pension equivalent to half the last annual salary accrues
after 20 years’ service, In addition, all members of the judiciary receive a lump
sum equivalent to twice their accrued pension. The widow’s pension is one
half of her husband’s pension entitlement. The scheme is non-contributory
except in respect of the widow’s pension. As mentioned in paragraph 1, a
comprehensive review of the judicial pension arrangements is in progress.

Superannuation schemes in the nationalised industries

6. The principle features of the superannuation schemes for the main
nationalised industries are tabulated in Annex II. Although there are some
small variations between the various schemes, they all provide similar net
retirement benefits to each other, and to the civil service. In most schemes,
the pension is based on an annual rate of accrual of 1/80th of final salary and
there is a lump sum benefit of three times accrued pension which may be
surrendered for additional pension; in the other schemes, the annual rate of
accrual of pension is 1/60th of finai salary and there is an option to commute up
to one quarter. In cash terms, both types of scheme are broadly equivalent.

7. The pension arrangements for Board members have been designed to
give a wide measure of flexibility in order to deal with the great variety of
pension backgrounds from which individuals may be drawn. In general, a
Board member appointed from the staff of the industry remains in the staff
scheme, and a member appointed from outside has the option of being pen-
sioned in continuation of his existing arrangements or by analogy with the
pension arrangements for the staff. Where it is considered to be justified,
Ministers have discretion to improve upon the normal. arrangements. Added
years may be allowed within the Inland Revenue limits, but in view of the heavy
cost involved, this discretion is used sparingly. There is also discretion to
allow immediate death cover, immediate pension, and compensation as appro-
priate on premature termination of employment on grounds other than ill-
health, and the purchase by the member of additional benefits within Inland
Revenue limits by sacrificing salary.

Superannuation schemes in the private sector
8. Fully up-to-date comprehensive information about private sector

pension schemes is not available. The main source of such information is the
survey of occupational pension schemes undertaken by the Government
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Actuary’s Department (GAD) every three or four years. The most recent

survey! which relates to 1971, examined over a thousand schemes. It is difficult
to identify the ‘average’ private sector scheme; the hypothetical scheme, com-

bining the best features of all the schemes, does not exist and would not be a
valid standard by which to judge the public service schemes. Nonetheless, the

survey shows that-the public sérvice schemes (as they stood then) did not

compare unfavourably with most of the private sector schemes in the sample
and, after the improvements made in 1972, they compare well. “Staff” schemes

were defined as schemes open to non-manual employees, and perhaps to
_ manuals as well; two thirds of the mémbers of all private Sector staff schemes
were covered for pensions accruing at 1/60th of final salary: or better, and 45 per
cent of staff scheme members were in schemes giving widows pension covér
other than by allocation from the husband’s pension—although in many cases
cover is not given for both death in service and death after retirément as it is

in the public service. About 70 per cent of members were in schemes with some

arrangements for post-retirement: increases but these arrangements often fell
short of full protection against price increases. In these three important respects,
therefore, the public service schemes were in line with the better private sector
staff schemes. The 1971 survey concluded that “there has been no marked im-

provement [since 1963] in the extent to which preserved benefits are actually
awarded of exit from pension schemes”. In this régard, thé ‘public service
schemes are generally better than those in the private sector; following the
recent reviews.

9. Information on superannuation arrangements was obtained in the survey
of top management remuneration. carried out by the Office of Manpower
-Economics on behalf of the Top Salaries Review Body in 1973. (Detailed results
of this survey are given in Appendix L). This showed that over 98 per cent of top
management posts (defined in the survey as Board members and senior execti-
tives reporting directly to a Boardmember) were provided with superannuation
cover. The majority were éither covered by individual arrangements or were in

special senior executive pension schemes, either alone or in addition to the basic
industry or company staff pension scheme. About half-of those who were late
entrants with less than 20 years’ service before normal retirement age were
benefiting from discretionary arrangements to enhance pensions. In this respect
the superannuation arrangements for top management in the private sector are

generally better than in the public service. For virtually all posts, the relevant
pension schemes provided for the maximum pension of two-thirds final salary
permitted ‘by the Inland Revenue at normal retirement age after a full career.
Over 80 per cent of posts were in schemes with some arrangements for post-
retirement increases, but only about 10 per cent gave full protection against
price increases. In this regard, the superannuation arrangements for top
management in the private sector wére worse than those in the public service,

—

as they were also in respect of the provision of a widow’s pension: over 20 per
cent of posts did not bénefit in this way even in the event of death after retire-
ment,

Assessment of retirement benefits
,

10. The-values, expressed as a percentage of current salary, of the retirement
benefits enjoyed by the seriior grades of the Higher Civil Service, senior officers

1Occupational Pension. Scheme 1971, Fourth Surveyby the Government Actuary, 1972.
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of the armed forces, the judiciary, the Chairmen and members of nationalised
industry Boards and the private sector have béén-calculated by the Government
Actuary’s Department, and are in Annex III: Details of the pension arrange-
ments for the private sector aré based on information available on a reasonable
sample of largé privaté companies.

11. There are three major difficulties in making calculations of this nature.
First, it would be unrealistic to restrict them to the pension benefits earned in
respéct of service as a top executive. For example, if a civil servant retires as an
Under Secretary, his pension benefits for all his service will be based on his
salary as.an Under Secretary, not just the benefits for his service in that grade.
Equally, the value of the pension rights accruing to an Under Secretary age 50
is greatly affected by his subsequent career; they are much greater if he is

subsequently promoted to Deputy Secretary or Permanént
Secretary

than if he
remains an Under Secrétary.

12. This problem has been dealt with by calculating the percentage
contribution rate payable throughout a full career (taken as 40 ‘years) to secure
the benefits for a civil: servant who retifes after a typical career at one of three
salary levels:

I ~ final salary equivalent to Perrnanent Secretary
II - final salary equivalent to Deputy: Secretary

final salary equivalent to Under Secretary

Similarly a. fill 40 year career in the other services has been assumed, apart
from the arméd forces where a career of about 35 years. (with a retirement at
age 55) has been taken, and the judiciary where a career of 15 to 20: years
‘startingat age 50 ora little earlier has been used:

13. In the publié séctor, it is usual for most benefits to vary directly with
length of service. For top management in the private sector, there is often
provision for benefits to be enhanced on a discretionary basis for those ‘with
less than 40 years’ service, so that those with 20 or more years’ service may be
given benefits that are little, if at all, stnaller then those awarded for a 40-year
career’ (paragraph 9 above). To the extent that they are used, the value ofpension
rights in the private sector for those with less than 40 years’ service may be
more valuable, relative to thosein the public sector, than the tablein Annex II
would indicate.

14. The sécond major problem is that, since virtually all the schemes
concerned are final salary schemes, the percentage.contribution rate depends on
the salary progression throughout the career. It has not been possible to in-
vestigate typical career patterns in the various groups and organisations
considered; indeed, at these levels, it is doubtful if there is such a thing as a

typical career, In every case, therefore, thethreetypical career patterns described
in paragraph 12 above have been used, though it:may well be that they are not
strictly relevant elsewhere thanin the civil service. The same basis has also been
used throughout for rates of interest, fates of mortality, proportions married,

' salary inflationetc. as these are unlikely to vary greatly from scheme to-scheme.

15, The third problem concerns ages of retirement. Most of the super-
annuation schemes give a minimum age at which retirement can take place
with full benefits. In general, in these cases it has been assumed that retirement
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will take place at that age. In practice, in some schemes members may well
serve on beyond that age, and in others they may be allowed to retire earlier
with little, ifany, loss of pension rights. Finally, for the armed forces and the
judiciary no fixed retirement ages are laid down and an averageage at retirement
of 55 years for the former and between 65 and 70 years for the latter has been
assumed (paragraph 12 above). It should be noted that the contribution rates
are very serisitive to- the assumptions regarding age of retirement: for example,
the contribution rate for a High.Court Judge serving the full qualifying period
for maximum pension who retires at age-65is 37 pér cent, at age 70is 23 per cenit
and at age 75is 17 per cent.

16. The benefits which have been taken into account are those payable on
retirement on grounds of age and widow’s pensions or lump sum benefits
payable either oh deathin service or on death after retirement. Ill health and
withdrawal benefits have been ignored. Account has been’takenin the public
sector of entitlements to increases under the Pensions (Increasé) Act 1971, and
in the private sector of any practice of the company concerned to incredse
pensions after award. The contribution rates have been reduced by the gross
amount of any contribution payable by the members. No account has been
taken of the tax rélief that may be given on members’ contributions, or of
whether or not the benefits were-taxable.

17. From an examination of the values given in Annex III, the difference
between the figures for the various groups and organisations, and in particular
between the civil service and industry, both in the-nationalised and -privdte
Sectors, may seem largé given the basic similarity of-the schemes. Nevertheless,
they.are almostwholly accounted for by two elements-of disparity—the assumed
age at retirement and the rate of personal coritribution. Variations in lump
sum ahdwidow’s pension provision play a relatively:minor part

in producing the
differencesin contribution rates.

Value of superannuation benefits as percentage of current salary
Annex I Principle features of superannuation schemes — Public Service

II Principle féaturés. of’ superannuation. schemes
— Nationalised

Industries
TI

‘Comparative
contribution rates as percentage of current salary
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ANNEX 1 — PRINCIPAL FEATURES OF SUPERANNUATION SCHEMES — PUBLIC SERVICE
Cncluding Inland Revenue limits) :

Civil Service Armed Forces Judiciary Maximum for approval under I/R Rules
(Officers) (at normal retirement age)

Retirement benefits
Pension
Normal pension age 60 37-55 After 15 yrs or 75 for Higher Judiciary. 60-70 nien/55-60 women

After 15 yrs service and 65 or 72 for ‘

Lower Judiciary i

i

Minimum length of service 5 16 Mainly nil but 5 yrs for some lower Nil i
judiciary i

t

Annual rate of accrual 1/80 According to published Equal to 1/30 for Higher Judiciary and 1/60 (2),
tables some Lower Judiciary and 1/40 for rest {

{

Salary to which related Final (4) Terminal Terminal Final (5)

Maximum pension at normal 12 Approx 1/2 after 34 years 1/2 2/3 :

retiring age

Preservation and transferability

Lump Sum
Annual rate of accrual

Salary to which related

Maximum proportion to
pension (years)

Commutation
Maximum proportion ofpension (%)

Death in service benefit
Proportion of salary (years)

Qualifying period

Widow’s pension
Proportion of pension

Children’s pension
Proportion of pension per child

a. Where there is a widow

b. No widow (if different)
Death after retirement benefit (no widow)
Proportion of pension guaranteed
payable

Contributory or non-contributory

Preserved after
5 years’ service
transfer—public
sector

.

3/80

Final (4)

Nil

1/2 (1) @)

1/4 up to 2
children (1)
1/3 up to 2
children

1@

non-contributory

service (3)

Payable on retirement

According to published
tables

Terminal

3G)

Currently 50

3 x accrued pension (6)
or 2Xmaximum pension

Nil

1/2 (9)

1/4 up to 2 children

1/3 up to 3 children

Nil

non-contributory

Payable on retirement

Equal to 1/15 and 1/20

Terminal

Mainly nil but 5 yrs for some Lower
Judiciary

1/72()

1/4 up to 2 children

1/3 up to 3 children

1@

non-contributory

(including lump sum benefit converted on a basis
of £9 lump sum to £1 pension).

.
{

The maximum lump sum available whether as
benefit or resuilt of commutation of part of pension
is 120/80 x final salary and may be paid after a
minimum of 20 years’ service on a system of
uplifted! 3/80ths similar to uplifted 1/60th. The
maximum lump sum may be paid whether or not
the maximum benefits (i.e. pension + lump sum)
are paid,

i

4 plus refund of contributions with interest

_
|

3
|

2/3 per ehild subject to a total of 3/3
i

10
(but if guarantee does not exceed 5 years outstanding
payments may be commuted)

Notes: (1) Separate contributory scheme

(2) Late entrants can have accelerated accrual so as to provide maximum benefits after 10 years’ service

(3) Known as retired pay and terminal grant
(4) Best of last 3 years
(5) Any of last 5 years or best 3 or more consecutive years in last 10 years
(6) Payable to widows, children or dependants
(7) Or 3/80 a year of service, if better
(8) Less benefits already received

(9) For first 3 months receives equivalent of husband’s salary or pension being paid at time of his death
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ANNEX It—PRINCIPAL FEATURES OF SUPERANNUATION SCHEMES—NATIONALISED INDUSTRIES

Retirement Benefits

Pension:
Normal Pension Age
Minimum service (Qualifying period) ...
Annual rate of accrual
Salary to whichrelated ...

Maximum pension at normal retiring age

Preservation and transferability

Lump sum:
Annual rate ofaccrual
Salary to which related ... wae wee

Maximum proportion to pension (years

Commutation:
Maximum proportion ofpension

Death in ServiceBenefit:
Proportion of salary (years)

Qualifying period

Widows Pension:
Proportion ofpension
Qualifying period

Children’s Pension:
Proportion ofpension per child
a, Where there.is awidow

b. No widow (ifdifferent)

Death after retirement benefit:
Proportion ofpension guaranteed-payable

Contributory or non-contributory

Coal
t

Gas Steel (Fully modified) Rail (Fully modified)

{3

Preserved after 10 years service.

Transfer—public seétor.

3/80th
Final year

1 or 3/80th

|Nil

15% for first, 30% formore than
one child.

Double above

|

Contributory

‘Preserved after 5 years service.
Transfér—public sector.

3/80th
Final year

1 or 3/80th

5 years

5 years

£100 for first plus £95 for each
other child.

Increase by £30 per child

Contributory

Preserved after 10 years service.
Transfer—public sector.

Final year

25%

1 or 3/40th

5 years

10 years

£117 for first plus £111 for each
other child.

Increase by £36 per child

Contributory

Preserved after 5 years service.

Transfer—public sector,

3/80th
| As for pension
3

1 or 3 years ill-health pension

Nil

Nil

3 for 1 child
3/12 for 2 ormore children

Double above

Contributory

| Single man:
5 x ill-health

Preserved after 5 years seryice.

Transfer—public sector.

25%

Marriedman: 1 x ill-health
pension

pension

5 years

$ of ill-health pension
S years

+; for 1 child
+; for2 ormore children

Double above

As for death-in-service less
benefits paid

Contributory

Preserved after 5 years service.
Transfer—pubilic sector.

23%

1 or 2 years if death occurs
through an air accident

Nil

Nil

} for each child up to a maxi-
mum of 4children

Double above

As for death-in-service less
benefits paid

Contributory

Preserved after 10-years service.
Transfer—public sector.

3/80th
As for pension
3

14 (or 3/80) after 10 years

varying lésser amounts between
1 and 10 years service

10 years

2 for I child
4 for.2 children
4 for 3 ormore children

2/9 for 1 child
4/9 for 2 children
$for 3 or more children

3

Contributory

Electricity; Airways Post Office Airports

65 (60Women) 65 (60Womén) 65 (60Women) 65 (60Women) 62 (60Women) 63 (60Women) 60 65.(60-Women)
10 years 5 years 10 years 5 years 5 years 5 years 10 years 5 years
1/80th 1/80th | 1/60th 1/80th 1/60th 1/60th 1/80th 1/80th
Final year Final year Best in last 5 years Average ofbest 3 in last 12 years. | Final year Average ofbest 3 in last 6 years | Average ofbest 3 in Jast 10 yeats. | Final year

‘$ salary or 2 salary if lump sum | 4 salary or 2 salaryif lump sum | ?salary 4 salary or # salary if lump sum | #salary $ salary tsalary
,

% salary or salary if limp sim
. surrendered, surrendered, surrendered. surrenderéd.

Preserved after 5 yéars setvice.
Transfer—public sector.

3/80th
As above
3

J or 3/80th per year

5 years

5 years

+ for 1-child
4 for2 children ofmore

4for1 child
2 for2 ormore children

As for death-in-service less

benefits paid

_| Contributory
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ANNEX II
VALUEOF SUPERANNUATIONBENEFITSASPERCENTAGEOF CURRENT SALARY

Salary Range

Group or Organisation Final Salary level equivalent to.

Permanent Deputy Under
Secrétary Secretary Secretary --~

I I. OI

per cent per cent ‘percent
Civil Service .. 30, 23 20
Armed Forces oe |(Field Marshal | (Lieutenant | (Major

or General General) General)
45 33 29

Judiciary .. | Qigh Court (Circuit (Metropolitan.
Judge) Judge) Magistrate)

30 30 :

Nationalised Industries: - . .

Coal . .. AT 13 _ 10
Airways dee 20 15° 12

Electricity . 16 12 10
Gas . .. 18 14 il
Steel’ .. +e. wet 14 11
Post Office 23° |,

17 14

Private Sector —
average

of 80-‘companies 22 19 15

Notes: 1. These percentages apply to
gross

salaries, i.e. before deduction of superannuationcontributions.
2. The

assumptions
made as to career length and age ‘at retirément are Set.ouit in the

text.
3. The value of superannuation benefits shows the total contribution. rate needed

_
Le. net of employee’s contributions whereapplicable.
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APPENDIX Dd

JOB COMPARABILITY STUDY FOR THE SENIOR GRADES. OF THE
HIGHER CIVIL SERVICE AND SENIOR OFFICERS OF THE ARMED

FORCES: A REPORT BY AN ADVISORY GROUP UNDER
Mr. H.

W. ATCHERLEY’S
CHAIRMANSHIP”

Tntroduction—the:Group’'S rentit and membership
‘1. The Advisory Group’was appointéd to carry out.a job comparability

study for the senior grades of the Higher Civil Service and senior officers of the
armed forces with the aim of establishing. a reasonable sample of jobs at com-
parable levels of responsibility in industry (both privateand nationalised),
commérce and finance, and of providing information on salaries and other,
Conditions of servicé (including superannuation atrangements) and. fringe
benefits attached to them. We were also invited to express views in the lightof
the study’ on the tise of job comparison. methods in the future; and on the
principles which should govern pay at these levels it the two public. service
sectors. The Review Body appointed one of its members, Mr. H. W. Atcherley
(foriner Personnél ‘Co-ordinator -of Royal Dutcti Shell). as Chairman of the
Group, arid Mr. W. S. J. Carter (former Deputy: Chairman of the Imperial
Tobacco Group), Sir Charles Cunningham (former Permanerit Secretary at the
Home Office and subsequently Deputy Chairman of the ‘United Kingdom
Atomic Energy Authority), Admiral Sir Francis Turner (former Chief'of Fleet
Support and member of the Admiralty Board); Mr. J. J. S. Shaw (former
Deputy Secretary at the Civil Service Department), Major General P. F.
Pentreath (former Signal Officerin Chief of the.

Army)
and Mr. D. L. Pearson

(a serving Under Secretary)
a

as members. |

The scope of the
i
inquiry

2. Our remit covered Major Generals and above; and equivalent levels in
the Royal Navy and Royal Air Force (262 posts),1 and Undér Secretaries and.
above in the Higher Civil Service (722 posts).? The Ministty ofDefenceprovided
us with a sample of 31 armed forces posts with job descriptions, from which
we selected 13 for detailed examination and consideration. The Civil Sétvice’
Department similarly provided a sample of 56 posts. with job descriptions, from
which we selected.26 for the same detailed treatment. Our selection of posts
for examination. covered a cross-section of types of job in each environment.
Initially we consulted the Chairmen of seven large organisationsin thé private
sector and, later, to satisfy ourselves that the field covered was sufficient,. we

enlarged it to.ten, as follows:

3198 Major Generals and equivalent (2-star), 42 Lieutenant Generals and equivalent
(3-8tar), 21 Generals and equivalent (4-star) and one Field Marshal-or equivalent (5-star) posts.

7496 Under Secretaries, 124 Deputy Secretaries, 14 Second Permanent Secretaries, 20
Permanent 'Sécretaries,. 3 Permanent Secretaries paid: an additional £1,000 and 65 on inter-
mediate pay points. These figures includé 290 posts which were formerly

i
in the scientific and

other professional classes.
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British Oxygen Company
Commercial Union Assurance Company
Imperial Chemical Industries Limited
Imperial Tobacco Group
International Computers Limited
Marks and Spencer Limited
National Westminster Bank Limited
Royal Dutch Shell Group
Tube Investments Limited
Vickers Limited.

We discussed with the Chairmen the selection of posts likely to afford a reason-
able degree of comparability, taking account of the desirability that some
should be at or below the lower border line. We agreed on 36 posts for on-the-
spot examination. The outside field initially chosen had been suggested to the
Review Body by the management consultants appointed to advise us, and the
extension was proposed by us in the light of our experience. We were satisfied
that it was appropriate to look for the comparisons in large organisations,
since they were most likely to provide a reasonable similarity of structure to.
the highest levels of the civil service and the armed forces. We were concerned
that our study should cover a cross-section of these large organisations in
industry, commerce and finance, and were satisfied that our sample as extended
achieved this.

3. We also consulted the Chairmen of three of the largest nationalised
industries, and subsequently, to strengthen this part of the sample, we enlarged
it to four, as follows:

The British Airways Board
British Rail
The British Steel Corporation
The Electricity Supply Industry

and selected 19 posts for detailed examination. Wé chose those posts which
seemed to us to offer a reasonable expectation of comparability with the internal
field, although in a few cases it did not prove possible to draw reliable compari-
sons, either on a functional basis or on a general basis.

4. In addition, we consulted a number of senior people who had experience
ofmoving from the private sector to: one of the other sectors (or in the reverse
direction), in order to get a first-hand impression of that experience.

Method of conducting the inquiry
5. We were provided with detailed written descriptions of each job in the

internal sample and of over half of the jobs selected for the external sample.
Each job selected was normally examined by a team of three members of the
Group, one each from industry, the civil service and the armed forces, each-of
whom was able to bring to bear direct knowledge and recent experience of
his particular environment, and it was particularly helpful that some members
of the Group had considerable knowledge ofmore than one environment. Each
team was supported by a management consultant or by a member of the
‘Office of Manpower Economics Secretariat. In this way, we were able to take
full advantage of the knowledge and experience of all members, and thus to
broaden the basis of the study rather beyond the strict limits of the sample.
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In addition, it was essential to the process that, in the course of successive
interviews.and subsequent discussions, eachmember should acquire an adequate
understanding of the other. environments than his own ‘to provide a basis for
judgment about the relationship between jobs in different areas.

6, Each interviewing team prepared its own description of the job
i
in the

light of the interview both to bring out all relevant elements ofit and to-efisure
consistency of standardsin the assessménts. ‘These job descriptions forméd the
basis’ of the Group’s later assessinents arid comparisons, and it was therefore
essential from the point of view both. of the success and of the acceptability of

. the study to ensure their.accuracy. Out normal practice: Was to give each job
holder the-opportunity, to comment on the description ofhis job; as it happened,
where there were comments, no fundamental differences were involved.

7. For the internal field, our remit related to the existing Structure in
each area. We began our task by a detailed examination of the jobsin. it: this
enabled us to establish a Common viewpoint on the relative importance of jobs '

in the two sectors. We were able to reach an understanding among.ourselves on
this, and. to satisfy ourselves of the acceptability of the relationships between
the various levels. in the armed forces and the civil service. Having done this,
it became possible to apply our common understanding to the comparison of the
private sector and nationalised industry jobs in the

sample with the various
levelsin the ated forces, and the civil service: for convenience, wé have des-
cribed them by reference to armed forces. ranks.in ‘“‘star” terms. We recognisé,
of course, that thereis nothingin the private sector. that is analogous to the
rank and: grading systems which fun right across the sectors of the internal
field. But since we were considering individual jobs, we were satisfied that this
did not distort the picture.

8. Our collective judgments weré, reached through detailed examination
and consultation, in-whicli we were assisted by the consultants. In this process,
membets of the interviewing teams described: theimpressions formed of each
job, and drew comparisons both with various jobs and with general conditions
in- their respective-environments, and also with other-jobs which they-had seen
in the course of the interviewing programme. In this way,.we arrived at a
consensus view. We found it possiblé to form a judgment about the broad
equivalence of

virtually, every.jobin the sample to others we had seen, although
‘detailed:‘comparison:was more difficult, as some jobs had littlein common with
any jobsin other environments and, indeed, we foundsignificant differencesin
type and

content between jobs at. comparable levelsin the same environment.

Functional] comparisons

9. In. order’ to test the assessments which we had made, we sought to
establish links -between-jobsin the different séctors. on the basis of functional
similarity. We found that the results justified-and supported the comparisons
we had already made. of a more general character, based on the requirements.of
each jobin terms of judgment, executive content and so on. We were not able
to apply a- functional. approach in-every case: the problem was particularly‘difficultin relation to those civil service jobs which were primarily concerned

_ with policy-making involving nationalissues, which tended to defy functional
comparison with individual jobs in the other environments. In. these casés,
reliance had to be placed almost entirely on the more ‘general'comparisons and
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on the relationship between such jobs and others in their own environments
which had greater functional similarity with those elsewhere. Where such
functional similarity did exist, direct comparisons were facilitated. On the one
hand, we examined a number of line management posts where the job holder’s
main responsibilities involved the direction of operations and, generally, control
of large numbers of staff engaged in the implementation of the organisation’s
policies. On the other hand, we identified four specialist support functions which
féatured in more than one environment: finance, legal, personnel and technical.

10. Our sample included 43 line management posts, six in the armed
forces, six inthe civil service, 11 in the nationalised industries and 20 in the
private sector. There were enough to provide an adequate field of comparison
between Major Generals in the armed forces (four posts), Under Secretaries
in the civil service (four posts), and equivalent levels in the nationalised in-
dustries (five posts) and the private sector (ten posts). At 3-star level, the sample
included ten linemanagement posts, covering all four sectors.

‘11. Our sample included ten finance posts (four in the civil service, two in
the nationalised industries and four in the private sector): four other posts in
the private sector-were concerned with planning but also had a substantial
finance content. We found a marked degree of similarity between these posts,
which were commonly concerned with the provision of advice on the allocation
of financial resources; appraisal, of proposals for capital investment; and
participation in, or influencing of, general policy making.

12. There were two legal posts in our sample (one in the civil service and
one in the private séctor), and the functional similarity is obvious. The primary
requirement is for professional expertise and judgment. The job holders inter-
viewed also spent time in organising the work of their professional subordinates
and other staff; in providing legal services; and in identifying the legal implica-
tions of general policies.

13. Our sample included seven personnel jobs, covering all four sectors.
The weight of each. job seemed to us to be particularly influenced by features
such as the-amount of participation in the making of personnel policies; the
number of personnel functions for which the job holder was responsible,
directly or indirectly and, in particular, the extent to which he was personally
involved in negotiation; the. number of staff in the organisation; and the:
number: of other functions for which he was responsible (for example, one
covered management services as well as personnel: functions).

Analysis of jobs examined in the external field

14. Of the 19 jobs which we examined in the nationalised industries, 11
were concerned with line management, one with personnel management and
two: with finance. All had close functional similarities with jobs which we
examined in the civil service and the armed forces. One of the five remaining
jobs was concerned with planning, and we found no close functional similarity
between it and other jobs which we examined. Four were concerned with
technical questions,and it was clear to us from our combined knowledge and
experience that there would be no difficulty in finding posts with comparable
technical responsibilities in the other environments, although there was only
one such technical post amongst-the jobs which we examined.
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15. Of the 36 jobs which we examined in the private sector, 20 were
concerned with liné management, four with personnel management, one with
legal matters and four with finance. We found that all of these had close func-
tional similarities with jobs which we examined in the civil service and the
armed forces. In addition, the four jobs which were concerned with planning
(to which we refer in‘paragraph 11 above) had some’ similarity to jobs in the

public sector carrying heavy finance responsibilities. Two jobs were concerned
with marketing and, although both had responsibilities inter alia for line .

management and for planning, we concluded that detailed functional com-
parisons were not possible. There was also one technical job.

General findings on job comparability

16. We found it possible to compare the jobs in the sample within and
between the sectors which we have examined, and further direct comparison
of functionally similar jobs supported the judgments made. As a result, we have
been able to identify jobs in the private sector and nationalised industries which,
in our opinion, correspond to the rank and grading levels established in the
civil service and the armed forces. We identified only two jobs above the 4-star
level, and decided that it would not be of direct assistance to the Review Body
if we were to look for further outside jobs at 5-star or higher levels. This is,
of course, only a first step in the process of determining pay at these levels in
the civil service and the armed forces. The next step is to discover what pay and
other benefits can be taken as generally representative in the private sector and
nationalised industries for posts found to be comparable with the standards
of the ranks and grades. After that, it is necessary to consider the principles
properly applicable to the translation of such information into salaries etc.

appropriate to top jobs in the civil service and armed forces, taking due account
of environmental differences. We discuss below, first, pay and other benefits
attached to the jobs in the outside field which we have studied and, second, pay
principles, as further contributions to the Review Body’s task in formulating its
pay recommendatioris. The general conclusion which we draw from our study
is that job comparison constitutes a valuable and indeed necessary part of the
process. of determining pay at these levels.

Salaries and conditions of service of private sector and nationalised industry posts
in the sample

17. We were invited by the Review Body to provide information on salaries
and other conditions of service (including superannuation arrangements) and
fringe benefits attached to the outside jobs found to be comparable. We wish to
make it clear that we compléted our assessments of the jobs in the sample
before we referred to the information on salaries etc., and our assessments
were not influenced by it. The information was relevant to our discussion of pay
principles. We found that the information indicated very clearly that a wide
range of salaries is paid in private industry and the nationalised industries for
jobs ofmuch the same size. Our consultants confirmed that in their experience
different companies paid substantially different rates for jobs of similar size.

18. Because we knew that there was wide variation in private sector
salaries, from the outset we considered that, to provide an adequate picture of
remuneration outside as a basis for judgment of salary levels for the civil
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sérvice and the armed forces, additional information would be desirable: it
was for this reason that we extended the sample. We also invited our consultants
(on the basis of their own salary survey) to provide information on the range
of salaries generally paid in outside industry for jobs. of comparable weight to
those we had examined in this sector. In order to do this, the consultants had
to evaluate the jobs in ‘the private sector and the nationalised industries in their
own terms.

Our conclusions on the use of the job comparison methods
19. We are satisfied that the methods we have used in our study provide a

reliable basis on which to assess pay at these levels We consider that, for the
immediate future, the information on pay and other conditions of service
could be brought up to date, without requiring a further large-scale study.
However, in the longer term, it would be important to take account of possible
changés in rank and grading standards, or in private sector practices. Checks
of job comparability across the. sectors, perhaps every.five years or so, would
achieve this.

Range pay and responsibility allowances
20. We have also considered the question of range pay, which the Fulton

Committee proposed should be introduced at least at Under Secretary level.
Some of us are attracted to this proposal in principle, and believe that it would
be workable at Under Secretary and possibly Deputy Secretary level, whether
based on job weight, on assessment of performance, or on a combination of
the two. Much of the criticism of the concept would be met by publishing only
the limits of the range. We agreed that range pay would not be appropriate for
Permanent Secretaries, and we can see practical difficulties in the way of its.
applicationin the armed forces.

21. In our view there is good reason to review the existing practice of
paying responsibility allowances to certain senior officers in the armed forces.
We recognised that, because of the rank structure, it may be necessary for jobs
ofmarkedly different size and nature to be held by officers of the same rank and
that, in these circumstances, a responsibility allowance may be justified. How-
ever, the payment of a responsibility allowance at the “5-star’”’ level, where there
is only one appointment, clearly cannot be justified on this account. In our
opinion, this is an anomalous arrangement, which has implications for pensions,
and to which we draw the Review Body’s attention. We consider that the 5-star
salary itself ought to take account of the full range of duties.

Pay principles
Senior grades of the Higher Civil Service

22. We have considered in some detail the principles which have been
applied in determining the salaries of the senior grades of the Higher Civil Service
since the Report of the Royal Commission on the Civil Service 1953-55 (the
Priestley Commission) which recommended that the outside salaries which
should be taken into account in determining pay at these levels should be
those in industry (private and

nationalised), commerce, finance, other public
services (for example, senior posts in the Local Authorities) and the universities.
In its Ninth Reportin 1969, the Standing Advisory Committee on the Higher
Civil Service (the Plowden

|

Committée), which accepted the Priestley Com-
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mission’s concept, laid greater emphasis on comparison with industry, finance

and commerce. We agree with this view.

23. ‘We have considered whether the nationalised industries should con-

tinue to feature in the field of comparison, béaring inmind that pay at the highest
levels in that sector itself takes account of levels of remuneration in the private
sector and, so far as Chairmen and Board members are concerned, is covered

by the Review Body. Nevertheless, we consider that the nationalised industries
should continue to be included: although they are part of the public sector,

they may from time to time recruit top managers from private industry and,
in certain respects, are closer to the private sector than to the civil service. In
addition, we found useful comparisons both at Board level and immediately
below and, in some cases, they provided a useful “bridge” in terms of job type
and content. between the civil service/armed forces and the private sector.

24. Comparison with other areas of the public service also raises questions
of circularity and possible “leap-frogging”. In Local Government, for example,
a number of jobs have functional similarities to the civil service, and these will
increase after the forthcoming re-organisation into larger units. But regard is

paid to civil service salary levels in determining top Local Government pay.
We consider that senior university appointments are of very limited relevance

since, apart possibly from Vice-Chancellors and Registrars, there is, in general,
no functional similarity to civil service jobs. In any case, in the past civil service
salaries have had some influence on senior university salaries. We have con-
sidered too the existing de facto equation of the salaries of the High Court Judge
and the Permanent Secretary which the Review Body referred to in its Interim

Report. We see no special merit in this parity as a matter of principle, as the
nature and content of the jobs is very different. We have therefore concluded
that salary levels in these areas of the public service would not, in general,
help in the determination of civil service salaries.

25. We have considered whether there is any satisfactory alternative to job
comparison with the private sector as the starting point for determining pay at
the highest levels in the civil service. We regard it as important that salary levels
in the public service should be adequate not only to attract a sufficient number of
able recruits, but also to ensuré their retention, and this implies a degree of
comparability at the lowest levels. Above these levels, the situation might be
dominated by the need to provide a reasonable career progression, and theoreti-

cally it would be possible to devise a suitable higher salary structure solely by
extrapolation, either at or above Under Secretary level, from directly comparable
salaries below. However, we believe that it is also necessary for civil service
salaries at all levels to bear a realistic relationship to rewards outside for com-

parable levels of responsibility. This is not to say that top salaries in the part
of the public sector with which we are concerned should attempt to match the

highest salaries at comparable levels in industry, but that we attach considerable.
importance to the provision of a reasonable progression for able people on the

way up, and to enabling standards of living to bemaintained that are comparable
with those enjoyed by people of ‘similar attainments and responsibilities in
other walks of life, not only at the same stage of a career but also in retirement.
We attach particular importance to the implications for pensions: because of
the incidence of taxation on high levels of earned income, the effect on pensions
may be of greater importance to the individuals concerned than the effect on
net salary.
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Senior officers of the armedforces
26. On the occasion of the 1970 review of the pay of senior officers in the

armed forces, the terms of reference effectively required pay levels to be-
assessed by comparison with the civil service, rather than on internal vertical
relativities or other considerations. This, of course, meant indirect comparisons
with the private sector. We have been particularly impressed by the extent to
which direct outside comparisons can be made for the armed forces: largely
because of the higher proportion of line management appointments, we have
been able to, make these more readily for the armed forces than for the civil
service. This has had the additional advantage of providing niaterial which
might otherwise not have been available to test civil service salaries at these
levels. Moreover, the considerations which we have discussed in paragraph 25
in relation to the civil service apply with equal force. We therefore conclude that
‘direct comparison should be made in the future.

Other factors
27. There are other important differences between employment in industry,

commerce and finance and in the civil service or the armed forces which need
to be taken into account when determining pay at these levels. One of the most.
important of theseis job security, with which we also associate career prospects.
We understand that the Review Body has commissioned a study into com-
parative job security in the public and private sectors, and we have not therefore
considered it in depth ourselves. But we think it important that factors such as
these should be taken into account when pay levels in the public sector are
assessed.

28. There are differences in the conditions of service attached to the jobs
in the field we have examined: these include retirement age, superannuation
arrangements, leave entitlement and, in.some cases, fringe benefits. There are
also significant differences between conditions of service in the civil service and
the armed forces themselves;in the armed forces, thereis a particular problem
in the lower retirement age, although there are different arrangements for
earning pensions. We think that account should be taken of these differences,
although we doubt whether any of them, other than the superannuation provi-
sions, can be quantified realistically. We regard working long hours under
considerable pressures as important “‘unquantifiables”. Although this is a
feature of most top jobs on occasion, we have not ourselves seen examples in
our private sector field of comparison where pressures of this kind are as
consistently present as in the case ofmost top civil servants. This is because of
the range and variety of subjects for which they have responsibility, and of the
need to work to: strict time limits imposed by Ministerial and Parliamentary
requirements. However, we have not found differences in hours of work or
leave provisions which of themselves would justify an adjustment to pay.

29,. There are certain environmental factors which relate only to the armed
forces: at present these are recognised and recompensed through an “X factor”
element in pay. These were discussed by the National Board for Prices and
Incomes in its Second and Third Reports on the Pay of the Armed Forces,
and the elements which constitute it were defined? as follows:

“i, The serviceman iswholly committed to
the Service and

is subject to a
1Cmnd. 4079, Chapter 6, paragraph 78.
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code of discipline which reaches far beyond that obtaining in any form
of civilian employment.

.

ii. He is liable to ‘be exposed to danger on active service.

iii. He is required as part of his-normal peacetime service to endure bad
or uncomfortable conditions while in the field or on board ship.

iv. He is subject to the constant upheaval and uncertainty—or what has

been called the “turbulence”—imposed by the need for high mobility
in a military force.”

If the “X factor” is acceptable in principle, it would ‘appear: reasonable to

apply the same basis of payment to all levels. However, a ceiling has been

introduced at the highest levels, and the “X factor” is currently equivalent to

5 pet cent or £250, whichever.is less. We do not know if the ceiling of £250 is

still considered: appropriate: this is not a matter for us.

30. It is a matter for subjective judgment where the final balance of

advantage and disadvantage lies between the factors ‘we have méntioned.
Nevertheless, it is right that account should be taken of them. ‘Our juidgment is

that none of these considerations except the “X factor” shotild significantly.
affect relativities between private sector pay and pay at the highest levels of the

_civil service or the armed forces.

31. In carrying out our review, we have had regard to differences in the

environments in which the people whose jobs we have been considering do their
work. In the ‘armed forces, the sensé of service and the ready acceptance of
strict discipline are all-pervading. In the civil service, officers at the levels with
which we are concerned rust, in taking decisions or tendering advice, have

constantly in mind what is politically feasible and what their Ministers can, if
necessary, justify to Parliament. In private industry, with its emphasis on

profit, productivityand growth, individual responsibility at-the highest levels
is considerable. The nationalised industries, in this as in other respects, come:

somewhere in between; they must follow policies which are broadly acceptable
to Ministers and at the same time, like private industry, try to satisfy their
customers:and make a success of their business, These different environments
may reflect, or be reflected by, some differences ofmotivation in thosé who work

in them, although we did not note any such differences in the organisations
_ which we visited. We have no hesitation in concluding, after most careful

consideration, that no differentiation in the levels of reward for jobs of com-

parable size would be justified on these grounds and, in general, that particular
weight should be given to the considerations which we discuss in patagraph 25.

24 May 1973
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APPENDIX E

THE RELATIVE EVALUATION OF POSTS WITHIN THE UPPER
LEVELS OF THE JUDICIARY: A REPORT BY AN ADVISORY GROUP

UNDER. LORD BEECHING’S CHAIRMANSHIP

Introduction

J. The Advisory Group on thé Judiciary was invited by the Review Bodytocarry out a detailed re-appraisal of the internal structuié-of the sector of the
judiciary covered by the Top Salaries Review Body’s terms of reference, as part
of the review in depth referred to in the Interim Report on Top Salaries (Cmnd.
5001) of the four public sector groups for which the Review Bodyis responsible.
The Chairman of the Réview Body told the Group that advice on considerations
affecting ‘absolute levels of pay-and. on. the principles which should govern the
pay of the judiciary at these levels would be welcome, but it was understood
that this was not the Group’s primary purpose. Lord Beeching was appointed’
Chairman of the Advisory Group: Lord Parker of Waddington, Mr. Justice
Talbot and Sir George Coldstream. were members. Lord Guest was invited to
participate in consideration of thé relativity of positions in the Scottish
Judiciary, and Mr. MacKenzie, a Deputy Director of thé Scottish Courts
Administration, was invited to help, because of inclusion of the upper levels of,
Shrievaltyin our terms of reference. Lord MacDermott was invited to assist
the Group, in a siinilar way, in assessing the rélativities of positions in the
Northern. Ireland Judiciary.

The scope of the inquiry
2. The Review Body’s own terms of reference refer specifically to the

Higher Judiciary, but it has become apparent that limitation ofconsideration
to the High Court Bench was-notintended. Even before the Advisory Group was
set up, the Review Body was asked by the Lord Chancellor to include recom-
mendations for Circuit Judges and Metropolitan Magistratés in its Interim
Réport. We understand that it is intended to extend the Review Body’s terms of
referericé to cover Lower Judiciary appointments at and above the salary level
of the Under Secretary. in the Higher Civil Service (£6,750 prior to thé imple-
mentation of the Interim Réport and £8,250 from | January 1972).1

3. Because the information can only be uséful, we have included in our
assessment of relativities all those appointments which may be of concern to
the Review Body. Thus, in England and Wales, our assesstnent embraces
Masters and Registrars, and all other judicial appointments. carrying an equal
or higher salary at present. For Scotland, we havé included Sheriffs A, and for
Northern Ireland, we have included County Court Judges.?

1We have been told that the Lord Privy Seal. has now invited the Review Body to considerLower Judiciary posts.at these-levels.
*Up to the introductionof direct rule; the Governnient ofNorthern Irelarid’was responsible

for the salaries. of County Court. Judges and the Recorder of Belfast:
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4. All members of the Advisory Group were acquainted with the structure
of the judiciary in England and Wales and, to varying degrees, were familiar
with the tasks performed by the different types of Judge. This knowledge was
supplemented by notes from the Lord Chancellor’s Department describing the
functions and responsibilities of all the judicial posts in England and Wales
which the Group was asked to consider. Similar notes were provided about
posts in Scotland and in Northern Ireland and, since it was recognised that
the Group had not the same familiarity with the general structure of the
judiciaries in those two countries, these notes were, in each case, prefaced by
a description of the structure. The Group also took into account evidence on
judicial salaries which had been presented to the Review Body at an earlier
stage by the Lord Chancellor, the Lord Chief Justice, the Master of the Rolls,
a number of members of the High Court Bench, Circuit Judges and the Chief
Metropolitan Magistrate.

'

5. It has not been‘considered necessary to describe the three structures in
this report, or to reproduce the large number of job descriptions: all that
informationis available to the Review Body for reference.

6. Insofar as differences between: the three systems have a significant effect
upon the work of judges of roughly comparable rank, reference is made to
themin the commentary on the assessments of particular posts

which follows
Table 1.

The sequence of consideration followed by the Advisory Group

7. Because there are structural differences between the three judiciaries
under consideration, as well as differences in size and in present salary levels,the Advisory Group decided to assess the relativities first of

positions
in the

judiciary of England and Wales, and then of the appointments in Scotland and
Northern Ireland respectively. After that, the scales for Scotland and Northern
Ireland were reconciled with the scale established for the larger and more

complex judiciary of England and Wales, by comparing roughly equivalent
posts in the three systems; in particular, by comparisons:

at the High Court
Judge and Circuit Judge levels. .

The method of assessing relativities

8. What the Advisory Group set out. to do was to assess the ratios between
salary levels deemed to be appropriate between different ranks of the judiciary,
and to express the results on a points marking scale linearly convertible into a
scale of actual salaries by use of a suitable conversion constant. It will be for
the Review Body to decide, in the light of its wider survey of all the factors
affecting the determination of top salaries, what magnitude the constant should
have and, indeed, whether the same constant should be used for each of the
three judiciaries under review.

9. Jt would have appeared more obviously satisfactory if it could have been
said that the Group had found some objective method of quantifying and
‘Suitably weighting the job components contributing to the salary deserts of each
judicial appointment, but’ no such claim is possible. On the contrary, the
assessments were derived from individual judgments by members of the Group
which were frankly subjective and global. It was clear that each of us, in forming
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.our judgments, gave consideration to such factors.as qualifying experience and
ability, the magnitude and the quality of the workload, disturbance or restriction
of private life, the maintenance of a standard of living appropriate to status,
and s6 on, but theweighting and:summation of thesé various factors was largely
intuitive. That being so, it is particularly important to record that the assess-

_ ments of the relative salary worth of different jobs by individual members of the
Group were usually very close, and that no difficulty was experiencedim. recon-

~

ciling views in the minority ofcases where initial
judgments

were not virtually
the same.*There were, however, just a few special posts for which the assess-
ments remained tentative, not because of disagreement between the members of
the Group; but because not enough was known about their :present or future
contént to permit firm assessment.

10. To calibrate the points scale used for asséssment, Consideration was
given first to the ratio between the salaries of Circuit Judges and High Court: -

Judges in England and: Wales. As a result the Group concluded that these
salariés should be in the ratio 3:5. This is approximately the present position
‘and wé see no réason to change it. Then, consideration was given to the dif-
ferentials which seeméd appropriate, on the one hand, as between Puisrie
Judges and other levels of the High Court Bench and, on the other hand, as.
between Circuit Judgesand other judicial posts below the High Court level
which. we had been askéd to review. Then, to clarify preséntation, 4 marking of
100 points was allocated to Masters and Régistrars of the High Court, thé posts
marked: lowest on the scale, and markings for all other levels under considera-
tion were derived by applying the appropriate ratio to that base.

11. Salary relativities were assessed in a siniilar manner for the judiciaries
of Scotland and Northern Ireland, using Judges of the Court. of Session and
Sheriffs A as key posts in Scotland, and Ptiisne Judges and County Court
Judges as key posts in Northern Ireland. Moreover, although: there are somie
differences between the key posts at the two levels in the thtee judiciaries, it
was concluded, for reasons which are touched on again later, that these .dif-
ferences are not sufficient to justify any significant difference in points rating.
Therefore, the three scales were combined into one by equating the marking of
key posts, and the results for all the posts under review are presented in Table 1.

12. It should perliaps be emphasised that, so far as possible, points
allocated to a job reflect what the Group deems to be the relative salary:worth
of the job, having regard to its difficulty, importance, quality of decision-
making, onerousness. and so on. In considering the position of the Lord Chief
Justices and the Lord President of the Court ofSession, we had some regard to
the size of the higher judiciary and the population of each country:

Population Highér Judiciary
England and Wales — 48.6 million ‘96 (1 to 500;000).

Scotland =— 5.2 million 19 (1 to 280,000)
Northern Ireland — 1.5 million 70 to 215,000)

Ourmarking does not include-consideration of factors such as the cost of living,
or earnings at the Bar, which. may be different in the three areas under con-
sideration, nor doés it cover such factors as recruitment difficulties which result
from the particular nature of some jobs: :
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Detailed appraisal of the existing judicial structure

13. Our points assessment, togethér with the relativities which existed
before the implémentation of the recomméndations in €mnd,. 5001; is as
follows:

TABLE I

Differential
—

Category Recommended at 1/1.72.
(pre-Cmnd. 5001)

Group I
Masters-and Registrars of the Supréme Court. .. 100 100 .

Grotip 2
a) Metropolitan Magistrates . 110 100
‘b), Chairmen of Industrial Tribunals
Group 3 ' .

a) Senior and Chief‘Masters and Registrars. . 120. 115
b) Registrar, Court of Criminal Appeal. 106
c) Chairman, Foreign Compensation “Appeal:

“Tribunal .
107

d) Regional Chairmen of Industrial Tribunals 115)
Group 4
a) All Circuit Judges . 135 121
b) Chief Metropolitan Magistrate 115
c) Master of Court of Protection ae 115
d) Sheriffs.A 115
e) County Court Judges (Northern ireland) . 15
Group 5 . :

a) Common Serjeant . we 150- 139
b) Members, Lands. Tribunal 131
c) National Insurance Commissioners .. we

:
- 31

d) President, Industria] Tribunal ae 131
e) Judge Advocate General 123
f) Sheriff Principal of the Lothians : 121
g) Chairman, Scottish Land Court - we 121.
‘h) Recorder ofBelfast we 122

Group 6- .

a) Recorder of London... 165 - 153
b) Chief National Insurance Commissioner 158

Group 7 :
:

a) President, Lands Tribunal 175 158
b) Sheriff Principal ofLanarkshire . 133

Group 8
©

a) High-Court Judgés ze ae 225 204
b) Judgé-of the Court of Session 175
c) Puisne Judges‘(Northern Ireland) 172
d) Lords Justices ofAppeal (Northern Ireland) .. : 172

Group 9
a) Lords Justices of Appeal 235 204 .

b) President ofFamily Division .. wed, 226
c) Lord Justice Clerk (Scotland) .. ‘201

Group 10 .
Lord Chiéf Justice (Northérn Ireland) .. 245 193

Group II ‘

a) Lords ofAppealin Ordinary 265 226
b) Master of the Rolls 226
c) Lord President of the Court ofSession 204

Group.12
Lord Chief Justice 300 245

14. We have the following comménts to make on some ofthe.appointments.
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England and Wales

Metropolitan Magistrate

15. Wehave given the Metropolitan Magistrate a small differential over the
Masters and Registrars. Our assessment is based solely on our judgment of the
responsibilities of the job and does not take into account the recruitment
difficulties which influenced the level of the pay-recormendationin the Review
Body’s Interim Report.

Industrial Tribunals

16. Our assessment of the responsibilities ‘of the Chairmen, the Regional
Chairmen and the President must be regarded as provisional, because it is not
yet possible to assess the longer term effects on them of the Industrial Relations
Act 1971. In particular, the effects of the extension of the jurisdiction of the
tribunals and of the new provisions on unfair dismissals are not clear; and our
points assessment may need revision in the light of longer éxperience.

Registrar of CriminalAppeals |

17. The Lord Chancellor’s Department has advocated the maintenance of
a salary lead for the Registrar of Criminal Appeals. over other Masteis and
Registrars, because both workload and responsibility are heavier. Our own
assessment is that the differential in points terms should be larger than it is at
present, in view of the burden of responsibility cairied for the administration
of the criminal appeals system as well as, in his capacity as Master of the
Crown Office, his résponsibility for administéring the work of the Divisional
Court. In all the circumstancés, we ‘consider that the Régistrar of Criminal
Appeals should be equated with the Senior and Chief Masters and Registrars.

Circuit Judge
18. The work which the Circuit Judges may: be called upon to do varies

over a wide range and, because of the recent introduction of the present system,
-the load is not yet by any. means uniformly: spread over all members of the
Circuit Bench. This will always remain trué to some extent, as has long been
the case with High Court Judges. Nevertheless, all Circuit Judges have the
same jurisdiction and the general objective of the Royal Commission on Assizes
and Quarter Sessions and the intention of the Courts Act 1971 was to make
them more flexibly employable. For this reason we recommend a uniform points
assessment for all Circuit Judges, based upon consideration of the diversity of
work which they may be called upon: to perform.

19. We have given .spécial considefation to a number of appointments
whose place in the judicial structure piior to the Courts Act 1971 lay between
the County Court Judge and the High Court Judge.

i. The Recorder of Liverpool, the Recorder of Manchester,
and

the Senior
Circuit Judge at Newington Causeway

The 1971 Act removed much of the administrative burden from these
appointments to the Circuit Administrator and, as a result, we do not
consider that a differential assessment over the. Circuit Judge is justified.
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However, we regard the position of the present holders of the appoint-
ments as special, as they coiitinue to exercise an important general
infltience, and we regard the continuation of a-salary lead on a personal
basis as justified for the present holders.

ii. Vicé-Chancellor of the County Palatine of Lancaster
The 1971 Act did not distinguish this appointment from other Circuit
Judges, and we agree that no such distinction is justified.

iii. Official Referee
Any Circuit Judge may now be required to undertake thé duties of
Official Referee, and we agree that a differential is no longer justified.

City ofLondon Judges

20. The Courts Act 1971 provides that the Recorder of London and the
Common Serjeant should continue to be paid.by the City ofLondon Authorities
now and in the future. It also provides that the Circuit Judges who formerly held
office as Additional Judges of the Central Criminal Court and the Assistant
Judge of the Mayor’s and City of Loridon Court shall continue to be paid by
the City although no further appoititments will be made to these offices in
future. The Lord Chancellor has asked the Review Body to cover these appoint-
ments in its recommendations.

,

a. Ciréuit Judges who were Additional Judges of the Central Criminal Court
and the Assistant Judge at the Mayor’s.and City of London Court

These appointments are closely analogous to other Circuit Judges, some
of whom may also spend time at Central Criminal Court sittings. We
do not consider a differential. justified.

b. The Common Serjeant
We are prepared to accept that a small differential over the Circuit
Judge is justified by the status of the office.

c. The Recorder ofLondon
Our asséssment of the.status and weight of the responsibilities attached to
the appointment leads us to. conclude that a further differential over the
Circuit Judge is justified.

The ChiefMetropolitan Magistrate
21. Because of the special judicial functions, the genéral responsibility for

giving guidance. to the magistracy as a whole (including lay Magistrates), and
the heavy administrative burden carried by the holder of the office, we con-
sider that a points rating equal to the Circuit Judge is justified.

The Master of the Court of Protection

22, The appointment is normally held by a senior Chancery QC, and in-
‘volves the administration of a. large office with heavy responsibility for large
sums of money belonging to mental patients. We consider it to be of equal
weight to the Circuit Judge.
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Member's of the Lands Tribunal and National Insurance Commissioners

23. Both Members and Commissioners at present have small salary
differentials over the Circuit Judge. We are conscious that the existence of small

differentials could have the undesirable effect of diminishing the status of the
Circuit Judge. We have therefore-examined the existing structure with particular
care. The importance of the jurisdiction of the Lands Tribunal is generally
recognised. Likewise, National Insurance Commissioners have important
responsibilities. Normally. they act as the final appellate tribunal on. social

security legislation, and their work. has been described to us as arduous and

unremitting. Both bodies therefore require high quality membership and -we

consider that the continuation. of small differentials is justified.

The Judge Advocate General

24. The Lord Chancellor’s Department has suggested that the present
salary differential of £100 over the Circuit Judge should either be abolished or
Yjncreased to a more meaningful level. We recognise that the volume of work
had declined with the reduction in the size of the armed forces, but our own view
is that the importance of the appointment as the senior judicial post for the

Services shouldbe recognised. Taking account also of the substantial remaining.

responsibilities, we consider a 10 per cent differential over the Circuit Judge to
be justified.

.

Présidentof the Lands. Tribunal
. 25. We assess the responsibilities of this appointment as superior to those
of the Circuit Judge, and near to High Court Judge status. Moreover the

President is recruited from a small field of barristers with specialist knowledge,
- and the importanceof attracting the right man from a generally high paid field

strengthens the argumient when it is extended to pay levels.
,

High Court Judges .

26. As we have ‘said in paragraph 11 above, we have used the office of
High Court Judge’as a key level for assessing differentials within the judicial
hierarchy, based on the current ratio of 5:3 with the Circuit Judge.

Lords Justices ofAppeal
27. The High Court Judge and the Lord Justice of Appeal. have always

been paid at the same salary level. They do different types of work, but excep-
tional intellectual qualities are called for in a Lord Justice of Appeal, and

appointment to the Court of Appeal from the High Court Bench is regarded.
as a promotion, On the other hand, the Lord Justice ofAppeal does not under-
take Circuit work, with the attendant inconvenience which we have taken into

account in assessing the High Court Judge. On balance, we consider a differen-.

tial justified, in recognition of the promotion. However, we do not consider

that it should be large, because the need for it is substantially offset by the

absence of the inconvenience factor inherent in Circuit work.

President of the Family Division’

28. The Master of the Rolls and the President of the Family Division are

at present paid at the same salary level. Because the work of the Family
Division has not expanded to the same extent as the work of the Queen’s Bench
Division or the Court of Appeal, and because the 1971 Act has removed much
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of the President’s administrative responsibilities, we consider that. a differential
in favour of the Master of the Rolls should be introduced. In our view, parity
between the President and the Lord Justice of Appeal is now appropriate.

Lords ofAppeal in Ordinary and the Master of the Rolls
29. The demands on the Master of the Rolls are more time-consuming and

exacting than those on Lords of Appeal in Ordinary, but the latter have the
higher status. In practice, movement between the appointments can be in
either direction, and we conclude that the existing parity is justified. Our
assessment widens the differential over the High Court Judge in both cases, and
recognises both the status and the importance of the work.

The Lord Chief Justice
30. We consider that the present differential between the High Court

Judge and the Lord Chief Justice is too small. We have assessed the responsi-
bilities of the Lord Chief Justice in his capacity as non-political professional
head of the judiciary, including his responsibilities for the administration of the
Queen’s Bench Division and of the Criminal Division of the Court of Appeal.
As the Lord Chancellor’s Department has told us, no major change in the
substantive criminal law, in organisation of criminal or civil business, in the
work of the Judiciary as a whole, or in any field connected with the adminis-
tration of justice would be taken without consultation with him and, on these
matters, the Lord Chancellor and the Home Secretary rely on his advice. We
attach great importance to recognition of his status (see also paragraph 42c.
below).

_

Scotland
SheriffA

3]. Béfore the implementation of the Report of the Royal Commission on
Assizes and Quarter Sessions, the Sheriff A was paid at the same salary level. as
the County Court Judge in England and Wales. When the office of Circuit
Judge was created, however, the Circuit Judge’s salary was fixed: at a higher
level than the County Court: Judge’s, in recognition of the requirement to
exercise both civil and criminal jurisdiction. The Sheriff A also has both civil
and criminal jurisdiction although, in criminal cases, his powers of punishment
are limited to 2 years’ imprisonment, and his level of responsibility in these
cases is perhaps nearer to that of a Metropolitan Magistrate. However, in civil
cases, his jurisdiction is not subject to financial limitations, and is wider than the
County Court jurisdiction of a Circuit Judge. On balance, wé consider that the
Sheriff A should be assessed at the same level as the Circuit Judge.

Sheriffs Principal
32, Although the jurisdiction of the only two full-time Sheriffs Principal is

the same, the administrative workload of the Sheriff Principal of the Lothians
is less onerous than. that of the Sheriff Principal of Lanarkshire, and should
therefore attract a lower assessment. Having regard to the substantial adminis-
trative workload carried, we consider that the Sheriff Principal of Lanarkshire
should be assessed at a slightly higher level than the Recorder of London. We
do not, however, accept a proposal by the Scottish Courts Administration that
there should be parity between the, Sheriff Principal of Lanarkshire and Judges
of the Court of Session. The argument put to us for this course was that,
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although the job content differed, the level of overall responsibility was similar.
If this were accepted, one éffect.(translated into salary terms) would be that the
top level in the Scottish Lower Judiciary would coincide with the lowest level in
the Scottish Higher Judiciary. We recognise that the administrative workload
of the Sheriff: Principal of Lanarkshire is. heavy, but his responsibilities are
substantially less than those of Judges of the Court of ‘Session: in criminal cases
his powers of punishment are identical with those of the Sheriff A, though in
civil cases he hears appeals from the Sheriffs. Our assessment gives a differential -

of just under 30 per cent between the Sheriff Principal and the Judges of the
Court ofSession.

Judge of the Court of Session
‘33. We are satisfied that the responsibilities and jurisdiction of Judges of

the Court of Session aré equivalent to those of the High Court Judges in

England and Wales. Their Circuit work involves less disturbance to ‘their
privaté lives but in our view this is not sufficient reason to: justify a different.

points assessment, béaring in mind that the burden: of circuit work falls very
unevenly on the High Court Judges in England andWales. (Other considerations
which imay be relevant are referred to in paragraph 42b. below.):

The Lord Justice Clerk
34. The Lord Justice Clerk has administrative résponsibilities and functions

which, in our view, justify the continuation of a differential over the Judges of
the Court of Session, and we consider that the same points assessment as for
Lords Justices of Appeal is appropriate.

,

The LordPresident ofthe Court ofSession
35. The Scottish Courts Administration put to us the view that the present

parity between the Lord President of the Court of Session and the High Court
Judge in England and Wales does not adequately reflect the Lord President’s
status in the Scottish judicial hierarchy, or recognise his substantial administra-
tive responsibilities. They also suggest that the existing differential over the Lord
Justicé Clerk is too small. For our part, we consider that the position of the Lord
President has to be seen in the context ofhis relationship with the 18 Judges cons-
tituting the higher judiciary in Scotland, by comparison with the Lord Chief
Justice’s position in relation to a higher judiciary of95 Judges in England and
Wales. In the light of all these considerations, we consider that the appropriate
rating for the Lord President is parity with the Lords-of Appeal iti Ordinary and
theMaster of the Rolls in England andWales.

,

Northern Ireland
County Court Judges .

36. The responsibilities of the County Court Judge in Northern Ireland are

compatable with those of the Circuit Judge in England and Wales. They sit
regular sessions to hear criminal cages, their jurisdiction covers all crime except
murder and treason, and théir sentencing power: includes life imprisonment.
They also hear appeals from Petty Sessions and from Juvenile courts. Their civil
jurisdiction is wider in that cases with no financial limitation come before them

under the Criminal Injuries Code, but narrower in that the common law limit for
the County Court Judge in Northerti Ireland is at present £300, compared with
the Circuit Judge’s limit of£750. On the other hand they. also hear civil actions
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remitted from the High Court and then there is no financial limit. On balance,
we consider that the appointment should be equated with the Circuit Judge.

The Recorder ofBelfast
37. The Recorder of Belfast has the same jurisdiction as a County Court

Judge, but has a differential of £500 in view ofhis status and substantially larger
volume of work. We consider that a 10 per cent differential in favour of the
Recorder is merited.

Puisne Judge
. 38. The jurisdiction in law of the High Court Judge (England and Wales),
of the Judge of the Court of Session (Scotland) and of the Puisne Judge (Northern
Ireland) is not identical, but it is similar in nature. There are differences in
workload between them: for example, the Puisne Judge in Northern Ireland is
infrequently burdened with long civil cases and his Circuit work is limited: this
is, however, offset by the requirement to take a share of Appeal Court work.
Moreover, although the work is not identical, the same qualities are required,
and it is difficult indeed to justify any appreciable difference in the points rating
for such closely similar work requiring the same quality of judgment. On
balance, we regard the logic of the situation as justifying the same points rating
for each appointment, subject to the considerations we refer to in paragraph
42b. below.

Lords Justices
39. Asin England and Wales, the present salary level of the Lords Justices.

is the same as that of the Puisne Judges. However, notwithstanding the fact that
we consider a small: differential justified for the Lords Justices of Appeal in
England and Wales, we regard it as right to maintain parity between the Lords
Justices and the Puisne Judgesin Northern Ireland. We have taken into account
the fact thatin a small judiciary it is necessary that all the judges,

while discharg-
ing as far as possible their primary functions, should be interchangeable. All
the Puisne Judges sit from time to time as members of the Court of Appeal,
while the Lords Justices of Appeal undertake High Court work, including
Circuit work, as the need arises. Thereis therefore little differencein the nature
of their work.
Lord ChiefJustice

40. In the light of the Lord Chief Justice’s special responsibilities as head of
the judiciary in Northern Ireland and as adviser to the Government ofNorthern
Ireland on all matters of law and legal administration, we conclude that a small
differential in terms of points rating over the Lords Justices of Appeal in
England and ‘Wales is warranted.

Salary implications ofthe assessments
41. Our main task has been to recommend differentials based on our

judgement ofjob content, and we have not modified the assessment we regard
as appropriate because of possible salary implications. We have, however,
checked the implications of our assessments by translating them into salary
terms on two different bases: the Review Body’s recommended salaries for the
Circuit Judge (£9,750) and the revised salary of the Masters and Registrars
(£8,350). The figures are set out in Tables II and III, together with the salaries
which have been introduced following Cmnd. 5001.
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Tare I

1972 salary
Category Consequential post Cmnd.

,
: ‘salary 5001

£ £
GroupI .

Masters and: Registrars of the Supreme Court .. 7,220 8,350
Group 2

.

a) Metropolitan Magistrates ak 7,940 8,350
b) Chairmen of Industrial Tribunals bet ‘8,350

Group 3 .
‘

.

a) Senior and ChiefMasters and Registrars .. 8,670 9,350
b). Registrar, Court of Criminal Appeal. ,

8,780
c) Chairman, Foreign Compensation “Appeal .

Tribunal . 8,800
d) Regional Chairmen of Industrial Tribunals e . 9,350 -

Group 4
a) All Circuit Judges . . 9,750 ‘9,750
b) Chief Metropolitan Magisirate 9,350
c) Master of Court ‘of Protection 9,350
d) Sheriffs A .

9,350
e) County Court Judges (Northern Irland) 7,8502

GroupS
a) CommonSerjeant 10,830 . 41,500
b) Members, Lands T:‘ibunal .. 10,500
c) National Insurance Commissioners .. 10,500 -

d) President, Industrial Tribunal. 10,500
e) hidge Advocate General . .. . 9,900
f) Sheriff Principal of the “Lothians 1 9,800
g) Chairman, Scottish Land Court “he . 9,800
h) Recorder ofBelfast... 8,3507

|

Group 6 5

a) Recorder of London .. 11,920 13,500
b) ChiefNational Insurance:Commissioner 12,350

Group 7
‘ ‘

. . .

a) President, Lands Tribunal 12,640 12,350
b) Sheriff Principal

ofLanarkshire . ae 10,600

Group 8
a) High Court Judges e 16,250 15,750
b) Judges of the Court of Session. . 13,750
c) Puishe Judges (Northern Treland) 13,500.
d) Lords Justices of Appeal (Northern Ireland). . . - 13,500

Group 9
a) Lords Justices of Appeal 16,970 15,750
b) President of Family Division .. . 17,250
c) Lord Justice Clerk (Scotland).. ° .. 15,500 .
Group I0
Lordi Chief Justice (Northern. Ireland)

3 17,690 15,000

‘Group Il
a) Lords of Appealin Ordinary .. 19,140 17,250
b): Master of the Rolls 47,250
c) Lord President of the Court ofSession’ as 15,750

Group 12
Lord Chief Justice .. 21,670 18,500

1These salaries

\

weré detérmined by ‘the Northern Ireland Government in1971 and have
not been increased since the

publication
ofCmnd. 5001.
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Taste II

. 1972 salary.
Category Consequential post Cmnd.

salary 5001

£ £
_ Group I
Masters and Registtars of the Supreme Court .. 8,350 8,350
Group 2 :

a) Metropolitan Magistrates 9,185 8,350
b) Chairmen of Industrial Tribunals

6

8,350
Group 3 .

a) Senior-and Chief Masters and Registrars .. ‘10,020 9,350
b) Registrar, Court.of Criminal Appeal . : 2 8,780
c) Chairman, Foreign Compensation Appeal

‘Tribunal 8,800
d) Regional Chairmen of Industrial Tribunals

‘

9,350
Group-4 .
a) All'Circuit Judges : . .. 11,270 9,750
b) Chief‘Metropolitan Magistrate’ 9,350
c) Master of Court of Protection 9,350
d) Sheriffs A . 9,350
e) County Court Judges (Northern Ireland). we “7,8502
Group 5 |

a) Common Serjeant 12,525 11,500.
b) Members, Lands Tribunal 10,500
c) National Insurance

Commissioners
10,500

d) President, Industrial Tribunal. |

10,500
e) Judge Advocate General . 9,900
f) Sheriff Principal of the Lothians 9,800
g) Chairman, Scottish Land Court e .. 9,800
h). Recorder of Belfast + 8,350
Group 6
a) Recorder of London .. 13,780 - 13,500
b) Chief National Insurance Commissioner. | 12,350
Group 7 ~

.

a) President, Lands Tribunal 14,610 12,350
b) Sheriff Principal of Lanarkshire Ob 10,600
Group 8 :

4

a) High Court Judges 18,790 15,750
b) Judges.of the Court of Session. . .. 13,750
c) Puisne Judges (Northern Treland) 13,500
d) Lords Justices of Appeal (Northern Ireland). . 13,500
Group 9
a) Lords Justices of Appeal 19,620 15,750
b) President of Family Division .. .. oe 17;250
¢) Lord JusticeClerk (Scotland). 15,500
Group 10
Lord Chief Justice (Northern Ireland)

|

we 20,460 15,000
Group I]
a) Lords of Appealin Ordinary .. 22,130 17,250
b) Masterof the Rolls

| 17,250
‘c) Lord President of the Court ofSession 15,750
Group 12
Lord Chief Justice .. 25,050 18,500

_ hese salaries were determined by the Northern Treland Government in. 1971 and have
not been increased since the publication of Cmnd. 5001.
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42. We refer to three special issues which arise from. the translation
of

our

points assessments.into salary levels:

(a)Theposition of theMetropolitanMagistrate
If we adopt the first of the two bases (Table ID, our assessment, based

solely on the responsibilities of the jobs, would imply a less favourable salary
for theMetropolitanMagistrates.than theReview Body’s interim recommend-
ation of £8,350. We understand that,'in making this: tecommiéndation, the

°

‘Review Body'took ‘account of special recruitment difficulties to which their
atténtion had been drawn. It does not follow that theincreases given to the

Metropolitan Magistrate because-of ‘this exceptional factor should be
‘Teflectedin allthe othersalariesin the judicial hierarchy. We also regard it-as
sotind to baseour Table on the larger group (198 Circuit Judges by compat-
ison with 37 MetropolitanMagistrates), We do notwish to suggest,however,
that the interim salary of the Metropolitan Magistrate should be cut back to
the level. impliedin our assessment. However the Mastérs.and Registrars who

previously received the same salary as thé Metropolitan Magistrate, have
_been given a salary of £8,350 as a conséquential of the Review Body’s
recommendation.We therefore feel obliged to include Table IIIin our report,

- to show the effect of our
recommendations.

on the. basis of the salary of the
Masters and Registrars.

(b) Differentials between England.and Wales, Scotland andNoithernIreland
On job content alone, we have assessed the High Court Judge (England

andWales), the Judge of the Court of Séssion and the Puisne Judge (Northern
Tréland) as equals.

We have been told that the existingsalary differentialhas’
"

been basedin the past on two main arguments: differences between the cost
of living iin Londoii arid elsewhere, arid differential levels of Bar earnings on’
the same basis. The Review Body’s ‘survey of Bar éarnings is being extended
to cover Scotland and Northern Ireland, inorder to provide information on ,

- the second of these arguments. Furtherconsideratioti will be needed: ofboth.’

(c) Relationship between the salaries of the Lord Chancellor and theLord Chief
Justice

The Review Body in its First Report (Cmnd. 4836) recommended that
the Lord. Chancellor’s salary should be dealt with as part of the Ministerial
salary structure. Hitherto it has opérated as a ceiling to compress the
judicial structure below: We consider that the position of the Lord Chancellor,
as the Ministerial head, should not be a limiting factor, notwithstanding his
overall responsibility for the judicial structure. We are.strongly of theopinion
that the position of the Lord Chief Justice, as non-political professional héad
of the legal system, should be-assessed on that basis.

Principles ofpay
43. Weare invited to consider the principles on which future recommenda-

tions on pay at the most senior levels of the judiciary should be based. We have
already commented on the neéd to rémove the inhibition at present imposed on

_ objective assessment of the pay structure by the LordChancellor’s salary levelin
the separateMinisterialstructure. We have consideredwhether the existing parity
between the High Court Judge and thé Pérmanent Secretary has any special
merit, either as a referencepoint or as a ‘safety-net’, aroundwhich the remainder
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of the judicial structure could be projected on the basis of our poirits assess-
ments. The Lord Chancellor’s Department has suggested that it provides a
satisfactory relationship and fair recognition of the responsibilities at this level in
each field, and indeed this view seems to be common among the judges them-
selves. However, we see no special merit in this identity as a matter ofprinciple:
the content of the jobs is very different, and it would be difficult to justify con-
tinuance of the parity on these grounds. Notwithstanding this, the very existence
of a strong feeling that the status of the High Court Judge will suffer if his salary
falls below that of other senior public servants constitutes an argument for the
continuation of the relationship: we think it would be wrong if the pay of the
High Court Judge were allowed to fall behind thepayof the Permanent Secretary,
and that account should be taken of this in the translation of our recommenda-
tions into salary terms.

44. The main alternative to parity with Permanent Secretaries which we
have considered is comparison with other opportunities open to senior members
of the legal profession, at the Bar. In principle, we think Bar earnings (net of
expenses) provide.a valuable means of checking whether judicial salaries are at
an appropriate level, particularly from the point of view of recruitment to the
High Court Bench. Our view has been influenced in particular by recent changes
in the total pattern of Judges’ remuneration because two extremely attractive
financial incentives to accept judicial appointment have now disappeared. As a
result of the Finance Act 1968 post-cessation receipts are now aggregatedwith
professional income and, even if they are spread over the first few years of service
on the Bench, the proportion left after taxation is likely to be relatively small.
Since receipts may amount to a full year’s earnings, the change is significant.
Moreover, although the pension arrangements for the Higher Judiciary have
been particularly favourable in the past, the introduction of improved arrange-
ments for the self-employed has reduced the attractiveness to barristers of the
judicial terms. Because of these changes, it may well be that absolute salary levels
will assume greater importance than in the past.
14 August 1972
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_
APPENDIX F

TERMS OF REFERENCE ANDSUMMARYOF FINDINGS.OF A
NATIONALISED INDUSTRY JOB EVALUATION STUDY

Terms of reference
1. To select, in consultation with the Office of Maripower Economics, a

representative sample of Board appointments in the nationalised industries’,
including Chairmen, Deputy Chairmen, and both full and part-time‘membeis.

2. To analyse and evaluate this sample.
3. To compare the responsibilities attached to the appointments analysed

with those of appointments of comparable weight.in industrial, commercial and.
financial organisations in the private sector, selected in consultation with. the
Office ofManpower Economics.

4. On the basis of the evaluation, to comment on the existing salary
structure and groupings of the main nationalised

industries, including
the rela-

tionship of the British Steel Corporation to the rest.
5. To report such further developments in the salary structure of the

nationalised industries that emerge as desirable to reflect the relative weights of
responsibility, both between the separate industries and. between appointments
within them. It is not part of the terms of reference to recommend-new salary
levels but-

information
on: salaries paid for equivalent levels. of responsibilityis

required. -

Il. ‘Summary of findingsand conclusions - ~ 5

Analysis and evaluation
1. Analysis of Board member jobs indicates that there are significant

differences of role. Some Board members have clearly defined and accountable
managerial roles for the performaice of spécific sections or aspects of their
industry ;-other Board members do not have the same accountability.

2. The different roles of Board members not only affect the size of their

jobs; they
have implications for salary determination: The salary paid to an

“executive” director has a different impact.on non-Board salaries from that of a
“non-executive” Boardmember.

3. On the basis of evaluation there are clearly distinguishable differencés
between the.sizes of some Chairmen jobswhich are currently in the same Group.

4, There are particularly marked differences in the size of Chairmen jobs.as
between Groups B and C. :

5. There are some non-Board jobs.which aré
bigger’

than someBoard jobs
-in the saine industry.

6. There are substantial differences in job content in different Deputy .

Chairmen jobs. There is no constant relationship ‘between the size of a Chairman
job and the size of relevant Deputy Chairman jobs.
1The nationalised industries are listed in broad order of size in Annex A to this Appendix.
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Comparison ofsenior nationalised industryjobs with theprivaté.sector
7.. There are very few jobs in the private sector comparable in size and

importance tothe Chairmen and Board member jobs in the Group A national-
ised industries.

8. The external environment and the controls placéd of nationalised
industry Chairmen are differentfrom those underwhich Chairmen operate in the
private séctor. The nationalised industry Chairman. tends to have less freedom to
act butmore pressure-from public visibility and fromministerial requirements.

9. Comparison of generic roles of Board members and Chairmen in the
nationalised industries.andin the privaté sector is useful as ari aid to job under-
standing but it is of little helpin quantifying differences. In order to quantifydifferences a common

yardstick
iis necessary and the application of the judgment

of knowledgeablepeoplein ising that yardstick.

Pay
(a) Thepresentposition in the nationalised industries

10. Decisions on pay for Board jobs and senior non-Board jobs are taken
independently by different people using different criteria. It would be surprisingif thisprocess did not.sometimes lead to internal-differential problems.

Il. Jobs of similar size are currently being paid different salary levelsin
different nationalised industries, even within the same Group.

12. It is not clear whether present policy envisages that senior jobs. of
equal size in the different nationalised industries should be paid the saime
amount and that the policyis not being met in practi¢e; or whether present
policy intends that different amounts should be paid for jobs of equal size in
different industries. If the latter policy is being pursued it is not clear what
criteria have been used to determine the different levels of pay policy.

(b) Pay policy
13. In the private sector, the salary paid to a job holderis a function of

inany things other than the-size ofjob. These include: paypolicy of competitors,
capacity to pay, performance of the job holder, iriternal differentials, the
bargaining power of the job holder and the needs of the company to acquire
or retain the job holder. Moreover some pay practices exist as a result of
careful predetermined policy and control, others are the result of diversé ad hoc
decisions and historical accident.

14. In establishing pay policyin the nationalised sector three relationships
are ofimportance:

i) pay relationship with the private sector
(ii) pay relationships between the nationalised industries
(iii) pay differentials within each industry.
15. A critical factor affecting pay for nationalised industry Board jobsis

acceptability.
16. Salaries must be at a highenough level to be acceptable to those with

the necessary talents to perform satisfactorily in the jobs. ‘Salaries must also be
at a level which is.acceptable to other employeesin the industry, atid to: public
opinion whichis not necessarily sufficiently well informed to make appropriate
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judgments. If public opinion on salary levels cannot be reconciled with the
requirements. of those suited to fill these senior appointments, then the national-
ised industries will be starved of the talent needed to- enable them to dperate
efficiently on behalf of the nation.

17. The cost of salaries of Board members and Chairmen in the national- .

ised industriesis relatively insignificant, because of the small numbér of posts
involved, and is not a limiting factor. If cost considerations alone applied,
there would be a strong case for paying Board members substaittially higher
salaries to avoid any squeezing effect between Boatd salaries and those paid to
non-Board jobs.:

18. It is important to decide whether all nationalised industries should
aim to pay jobs of equal size the same salary. The private sector does not
follow this practice, There are “high paying companies”, “low paying
companies” and “average payers”, for reasons which the companies concerned
believé to be commercially sound.

19. Ifit.is decided to pay ata similar level in all the nationalised industries,
it is unlikely that a level below the average of the private sector would attract
and rétain suitable people or that salaries very much above the average would
be acceptable politically and to the publicin the present climate of opinion.

20. A policy of paying at the average—or median—level would have
different impacts on the different nationalised industries.

(c) Suggestions for
Surther developments in the nationalised industry salary

structures

Chairmen
21. Chairman’s pay could be approved by the Minister for each industry,

taking as criteria the size ofthe job and the median pay in the private sector.
22. The resultant pay decisions could then be grouped. after the paydecisions had beenmade, if that were felt to be desirable. The present grouping

arrangement is not suitable as a. determinant of pay, because the magnitude of
net assets controlledis not of itself an appropriate determinant of salaries.

Other Board member jobs
23. It is desirable to establish a means of interlocking pay for Board jobs

with that of pay for senior non-Board jobs in order to: avoid differéntial
problems.

24. A Board salary committee could be appointed in each industry
comprising the Chairman and two part-time members.

25. The Board salary committee would recommend salaty anges for
“executive” Board members within guidelines which would ensure that differ-
entials were. maintained between “executive” Board jobs and the executive
non-Board jobs which those members controlled.

26. The Board salary committee would also recommend salary ranges for
non-executive Board jobs within guidelines. Thése guidelines would take into
account the responsibilities of the Board members concerned and would include
a predetermined. range, the minimum of which could be 50 per cent of the
Chairman’s salary.
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Part-time Board members
27. The Board salary committee could determine notional salaries as if for

full-timemenibership and subsequently recommend pro rata salaries in relation
to the length of time the part-time member devoted to his appointment,
including proper recognition of thinking and preparatory time.

Regular review
28. Regular review of salaries, preferably on an annual basis, is desirable

to prevent distortion of internal differentials, and to alleviate bad publicity
caused by infrequent and therefore necessarily substantialincreases in salaries.
March 1973

ANNEX A.
Size of Nationalised Industries

Net _ Numberof
|

Annual
Industry Assets émployees | turnover

£m £m
British Steel Corporation .. 1,400.3 |- 226,600 1,477.8
BritishAirways Board (1) .. 527.6 49,440 646.9
British Gas Corporation .. 2,108.8 102,091 971.4
BritishRail .. . 989.0 250,083 789.71
Central Electricity

Generating
Board 3,273.9 64.217 1,429.4

Electricity.Council (2) . . 5;287.9 177,537 1,926.4
National CoalBoard te 513.1 242,500 913.6Post Office .. 4,074.0 420,955 1,762.8
Commonwealth Development Corporation 209.5 | not applicable’ 19.2
National Bus Company... oe + 102.7 67,839 200.4
National Freight Corporation |: 109.8 50,600 |

°

234.8UKAtomic Energy Authority os 160.6 18,637 29.5
Area Electricity Boards .

London 199.4 11,606 _
156.9

South Eastern a e . 160.2 8,295 128.8
Southern ot 248 51 8,685 175.5
South Western ... 134.0 8,234 93.5
‘Eastern .. [245.8 11,336 195.3.
East Midlands .. 194.3 8,625 157.9
Midlands 204.7 10,550 181.6
SouthWales... 86.8 5,026 84.4
Merseyside and North

Wales
. 128.8 6,411 121.0

Yorkshire 202.7 8,815 173.2North Eastern .. 136.1 |

6;590 110.7
NorthWestern. 186.8 10,414 182.2

British Airports Authority 97.0 4,644 48.7
British Transport Docks’‘Board 136.4 11,658 55.8
BritishWaterways Board .. we 10.3. 3,015 6.7 .
Cable and Wireless .. we 97.3 9,559 54.8
Civil Aviation Authority... : 25.8 8,272 17.7
North ofScotland-Hydro-ElectricBoard .. 297.2 3,588 48.1
Scottish Transport.Group 37.6 16,104 48.9
South ofScotland ElectricityBoard 571:‘7 13,779 164.1

Notés: (1) The figures are the combined BOAC and BEA results.
(2) The figures are for the electricity supply industry, and include the CEGB-and the

Area Electricity Boards.
(3) All the figuresin the table are taken from the latest Annual Report.
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Introduction
1. This paper is an historical account ofmovements in top salaries for the

groups covered by the Review Body. Its main purpose is an analysis of salary
structures in an historical coritext and. an examination of the extent to which
there has evolved a degree. of intérdependence in pay principles. between the
four groups. The latter consideration is: important, since the terms of reference
of the Top Salaries Review Body cover a wide field and many different types of

- responsibility. Each group has a different hierarchy and de facto relationships
. have evolvedbetween their respective pay structures:*

2. A second aim of the study is an analysis of the development of ‘the
réspective salary-structures in terms ofwhether the principles-on which. they are

founded are, in some sense, rational, One notion of rationality is the consistent

application of given principles. Unfortunately, if the principles themselves are

not clear cut, an evaluation of the efficacy of a particular structure is surrounded
by uncertairity. This problem is especially acute in analysing the public sector,
because no distinct criteria are ostensibly applicable. In contrast to the private’
sector, theré is no clearly definedmarket for the product of the public sector. The
valuation:of the product is reliant on social andpolitical considerations, which.
has a direct bearing on the salaries the electorate is willing to pay its servants.
The principle most commonly adopted has been the preservation of customary
relativities? itself a historicalproduct which may lead to internal inconsistencies.
The situation is further complicated by the necessity for buyers of labour in the

public sector to compete in the labourmarket. Whereas reliance on the “market”
price of labour is not sufficient in itself for determining what public sector
salaries should bé, complete disregard for it may maké the preservation of
customary felativities inappropriate.

3. A major problem stemming from the lack of concrete principles is that
there is no automaticmechanism for translating changes inoverall ecoriomic and

Review Body on Top Salaries, Interim Report on Top Salaries, Cmnd. 5001 , June 1972;
paragraph 2. . .

2The notion ofcustomary relativities’ will be elucidated below.
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social structures into a concomitant transformation of structures within the
public sector. The absence of appropriate analogues between the public and
private sectors is crucialin this respect. As a consequence, the existence of insti-
tutional constraints may be a contributory factor towards a distortion of salary
structures and its perpetuation This provides a thirdmajor theme of the study.

4. Jn the first instance, an individual examination of the history of each
group is undertaken, followed on by overall evaluation in the concluding section.

TheHigher Civil Service
5. The history of wage determination for the Higer Civil Service provides

many instances of the difficulties involved in ascertaining an appropriate level of
remuneration for a group with no specific counterpart in the private sector.
Although the history of the civil service is very well documented# this section
aims to isolate the effects of such matters as civil service reform on the develop-
ment of its wage structure. As a consequence, the analysis will be selective rather
than comprehensive, and influences which did not directly affect the wage
structurewill be omitted.

6. Themost important factor during the eighteenth and nineteenth centuries
was the gradual elimination of patronage as a result of the administrative re-
forms of Pitt, Peel and Gladstone. The process of reform extended over a long
period. It had been recommended in 1806, for example, that salaries “should be
a full and competent recompense for the execution of office and no more.’”®
Another suggestion was for the creation of graduated salaries for each depart-
ment. By 1832 all civil servants received salaries, but scales still differed from one
department to another.

7. The patronage system was an anathema to the emerging utilitarian ethic
of the nineteenth century, as well as opposed to the free market ideas of the
classical economists. The use of selection by competitive examination after the
creation of the Civil Service Commission in 1855 was an attempt to ensure the
most able did not suffer discrimination, and to promote a system of recruitment
‘which reflected the principles of competition, characteristic of the contemporary
society. By the 1870’s, patronage had ‘been almost entirely eliminated,* but the
autonomy of each department remained, with different rates of pay and condi-
tions of service. In fact, little attention was given to the assessment of salary
structure and the creation of a competitive selection did not alleviatethe problemof internal organisational anomalies.

8. The terms of reference of both the Playfair Commission* and
MacDonnell’ did not specifically include an examination of salary questions, and
were hardly concerned with the highest grades, the salaries of whom fluctuated
during the nineteenth century. The haphazard development of salary structure is

Jeg, H. R. H. Greaves, The Civil Service in the Changing State, 1947; E. W. Cohen, The
Growth of the Civil Service, 1780-1939, 1941; E. Hughes, Civil Service Reform, 1853-5,
History, June 1942; J. B. Brown, The Main Reports on the British Civil Service since the
Northcoté-Trevelyan Report, Memorandum No. 10 to the Fulton Committee, 1968.

2Reports from the Commissioners on Fees and Gratuities, 1806.
*Gladstone issued an Order in Council in 1870 which enacted that all vacancies should be

filled by competitive examination, apart from the Foreign Office and theHome Office.
‘The Civil Service Inquiry.Commission P.P. 1875, C.1113.
5The Royal Commission on the Civil Service, 1912-3, Cd. 6209.
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shown by the lack ofuniformity in organisation and salary for first division posts
until 1919. On the other hand this lack of uniformity could have been a satis-
factory refléction of the existence of undoubted differences in Departmental
conditions and job-weights, the appreciation of which tends to be ignored with
the imposition of a uniform structure.

9. The salaries of most pérmanent heads of departments were revised
éarly in the nineteenth century. In 1810, for instance, the Permanent Head of
the Treasury received a yearly salary of £3,000, which rose to £3,500 between
1815 and 18261. Themain reason for the subsequent reductions in all permanent
heads’ salaries was the pressure on successive Governments to pursue economy,
so that by 1919 only five were paid an annual salary above £2,000.” Themajority
(thirteen out of twenty one) were paid £2,000 and three less than £2,000.°

10. The first substantive examination of the salary position of the Higher
Civil Service was undertaken by a cominittee chaired by H. H. Asquith, which
reported on 20 July 1920.4 In framing its recommendations, the Comimittee
noted that the nominal salaries ofpermanent heads were less than those obtained
a century before despite a large increase in their responsibilities*. In addition,
the emoluments ofAdmirals and Generals in active command were over double
those ofPermanent Heads, even not accounting for non-taxable allowances. ®

11. It was also apparent in some departments, especially the newly created
Ministry of Transport, that a number of officers subordinate to the permanent
head drew higher salaries than those normally paid to permanent heads them-
selves.” For instance, the Treasury representative at the Ministry of Transport
and the Chairman of the Rates Advisory Committee, both received annual
salaries of £5,000. In fact, such posts were regarded as being on a different basis
from normal civil service salary determination in the sense that they required
highly specialised knowledge.® These exceptions to the normal rule provide an
interesting precedent for the present Government’s policy of interchangeability
between the civil service.and private industry.

12. The Permanent Head of the Ministry ofTransport, Sir Francis Dunnell,
was paid an initial salary of £4,250 (plus the civil service bonus of £500), which
was over double the amount paid to the majority of Permanent Heads. In fact,

_ Other examples are Home Office, £2,500 in 1799; ForeignOffice, £2,800 in 1799; Colonial
Office £2,500 in 1810; Admiralty (Accountant in Victualling Office), £3,249'in 1797, and War
Office, £2,500 in 1817, .

2Namely the Treasury, £2,500; Foreign Office, £2,500; Metropolitan Police, £2,000-£2,500;
Transport, £4,750, and theBoard ofTrade, two joint heads at £2,000.

2A sriculture, Education and the Post Office.
4Report of the Committee Appointed to Advise on the salaries of the Principal Posts in the

Civil Service, Cmd. 1188.
,

5For instance, the Reventie Departments cost over £50,000 in salaries to the Boards in 1822,
compared with less than £17,000 in 1921 after the application ofthe Asquith recommendations.

®In 1920, a General in First Class Command received £4,340 plus a tax-free entertainment
allowance of£1 ,100 and. the First Sea Lord was paid £4,800 with a frée furnished house.

—

7Also, the Director of the Naval Constitution received £3,000, the ChiefMedical Officer at
the Ministry ofHealth, £2,100, and the First Parliamentary Counsel, £2,500.

®This is significant because the possession of ‘highly specialised’ knowledge obviously had a
inarket rate attached to it. On the other hand nearly all civil servants possess ‘highly specialised’

knowledge,
but this in itself is not sufficient to commanda high price unless many people are

idding for it.
:
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Sir Francis Dunnell was on loan from the North Eastern Railway. By the
Ministry of Transport Act of 1919, the Government refunded Sir Francis’
salary of £3,500 to the North Eastern Railway and personally recompensed
him the £250 he received as a member of the South Yorkshire Joint Lines
Committee, as well as providing a disturbance allowance of £500. The
Government stressed that the post carried a personal rate, subject to reconsider-
ation after two years. The exceptional salary was justified because Sir Francis
possessed exceptional qualifications and he enjoyed no pension rights like other
civil servants. The significance of this exceptional case, however, was its use as
an argument in favour of raising the salaries of the other permanent heads.?

13. Other evidence taken into account by the Asquith Committee was
strikingly similar in content to the present day discussion over Higher Civil
Service remuneration. For instance, it was contended that a widening of
differentials had occurred with “pay of commercial and professional men
especially since 1914”; in spite of a war bonus of £500 which was intended to

_
offset both the increased burden of extra duties? and war-time inflation. Also
it was noted that a number of top civil servants had been subjected to attractive
offers from outside, so that it was necessary to ensure “that the conditions of
service are sufficiently attractive to secure an adequate supply of suitable
recruits’’.4

14. The Committee recognised that there were certain advantages accruing
to employment in the Higher Civil Service which might have offset the dis-
advantages of a relatively lower level of remuneration. These included “the
prestige attaching to their appointments, the professional amenities associated
with their work and their security of tenure and pension priviléges”. In spite of
these considerations, however, the Asquith Committee concluded “we are
unanimously of the opinion that the century old rate of remuneration now
given is inadequate’’. [t was duly recommended and accepted that ‘‘the salary of
the respective Permanent Heads of the Departments under consideration
should be raised to £3,000 a year . . . a figure which cannot be challenged either
on the merits of the case or on any comparative basis”.5

15. The Asquith Committee then was the first serious attempt to ascertain
the principles involved in the determination of Higher Civil Service salaries. It
recognised the increasing importance of the administrative function, but the
arbitrary nature of its concluding remarks is a clue to the intrinsic difficulties
with which they were faced. The search for underlying principles was the
paramount problem and the vagueness of the arguments used reflected the

1This again compares with the present Government’s ‘temporary employment of certain
‘experts’ to co-ordinate policy.

*Even though in the actual report Asquith commented ‘the Permanent Head of the Ministryof Transport is apparently regarded as sui generis’, the background minutes to the Committee
reveal its importance in the final recommendations. .

‘During the First World War the service ‘had to assume responsibility for the disposition
of the nation’s economic resources and for ensuring that the Government’s plans for the use of
manpower and the production of war material were carried out as effectively as possible.’J. B. Bourn, op. cit. page 446.

4Asquith Report, op. cit.
5Asquith Report, op. cit. ThePermanent Secretary and Controllers of the Treasury receiveda basic salary of £3,500. Taken as it stands, this quotation implies a rejection of the notion of

comparability and seems to suggest that the Asquith figures were deliberatley set at a higher
rate thanmight have been recommended on the basis ofcomparison.
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difficulties involved. If a salary structure remains static for long periods. of time,
as is apparent in this case and there is no automaticmeansof adjusting it, say,
to movements in the cost of-living or the overall salary structure, the possi-
bilities of its becoming seriously out of line are greatly enhanced. Until the
Priestley Commission of 1953, it appears that the salaries of the Higher Civil
Service were only changed when it was abundantly clear that such a situation
had been reached, and this is a striking feature of the determination of civilservice pay throughout its history.

16. Part of the problem may have resulted from the Asquith Commiittee’s
decision that the discussion of Higher Civil Service remuneration was a
question “solely and directly” for the Government and not aWhitley Committee.
Such an attitude was partly a reflection of the uniqueness of such posts, but it
simultaneously promoted an institutional blockage to short-term adjustments,
and enhanced the difficulties ofmaking necessary large scale adaptations. Asa
consequence, the basic salary of Permanent Heads was to remain at £3,000
until 1946, during which time immense changes had occurred in the overall
wage structure. The implications of this argument will be explored below.

17. -One of the most significant results of the investigations of the Asquith
Committee was the promotion of uniformity in organisation for all first division
posts down to the'level of Assistant Secretary. Asquith left to the Treasury the
examination of the higher officials serving under Departmental Heads. In fact;
the salary of Deputy Heads was increased after Asquith from £1,700 to. £2,200,
a new level of Principal Assistant Secretary was created at a salary of £1,200 x
100— £1,500, and the Assistant Secretary grade was paid £1,000 x 50 — £1,200.
Apart from the cessation of the war bonus which was removed in the so-called
Super-Cut of 1921 and certain “roundings” in the structure below Deputy
Head level, no further changes took place until the implementation of the
Tomlin recommendations in 1939.?

18. The Tomlin Commission laid down general principles upon which
civil service remuneration should be based, providing a conventional wisdom
which has hardly been questioned. The crux of the so-called Tomlin formula is
contained in. paragraph 308 of the Report:

“We are satisfied . . . that broad general comparisons between classes
in the Service and outside occupations are possible and should be made.
In effecting such comparisons the State should take a long view. Civil
service remuneration should reflect what may be described as the long
term trend, both in wage levels and in the economic condition of the
country. We regard it as inadvisable that the conditions of service of civil
servants when under review should be related too closely to factors of a
temporary or passing character.”

This approach is sound if it is accepted that the existing wage structure is
satisfactory, and Tomlin concluded “after weighing the evidence we are satisfied
that the present general standard of remuneration of civil servants is reasonable
in the light of the wage levels now prevailing and calls for no substantial
revision.”’? It was not made clear by Tomlin whether the outside comparison

41For instance a newmaximum of£1,450 for Assistant Secretaries was implemented in 1935.
?The Royal Commission on the Civil Service, 1929-31, Cmd. 3909.
op. cit. paragraph 317.
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should be linked by an index or by a direct comparison of levels.. Also, the

difficulty
of adopting such a pragmatic outlook, that the existing structure was

“just about right’, begs’ the question that a fundamental disequilibrium might
exist whether this was a function of failings in the civil service system or to

imperfectionsin the private sector ‘market: Any system of “wage determination
by Royal Commission” which typifies the principles evolved for the remuner- _

ation of the Higher Civil Service, is faced with the basic problem of balancing a
long-term notion of the need for a “rational” wage structure against the de-

mands of short-term political expediency.

19. The Tomlin Commission’s recommendation that the salaries of
Permanent Heads and Deputy Heads should not be increased, provides an
illustration of how difficult it is to account for long-term ramifications. Justifi-
cation for not raising the salaries of the two classes was provided by the evidence
of Sir Warren Fisher, the Permanent Secretary. He contended that £3,000
should be an,absolute ceiling for members of the Administrative Class to avoid
their being regarded asa favoured class within society. He argued that if they
were paid a higher rate “you would have an easy, cheap attack started: up,
which would be damaging to the Service. I would say that these men should
retain that rate of pay and not any more, although it has no commercial or
industrial or financial relativity whatsoever.”! Such an argument contradicts
the underlying principles which Tomlin laid down®, but it may have been taken

|

into account in their ultimate decision. to
‘Preserve

the existing rates of re-

muneration.
20. On the other hand, Tomlin recommended that rates for posts below

Deputy Secretary. should be increased.? As a consequence, there was an
inevitable crowding of rates at lower levels, as well as a convergence between
the latter and the highest level. On the other hand, once a changein existing
relativities had taken place, it became accepted as a possibility for any future

investigations. For instance, when: Higher Civil Service salaries were improved
in January 1946, the existing relativities

were preserved.*

21. The next substantive review of Higher Civil Service remuneration was
undertaken by the Chorley Committee of 1949,5 which interpreted its terms of
reference as a consideration of “Civil service salaries in their long-term rela-
tionship”® to the géneral salary and wage structure of the country. The Tomlin
“ideal”? formula was accepted as well as Asquith’s view that salaries and other
conditions must be sufficiently attractive to secure an adequate supply of
recruits.”

4Minutes ofEvidence to the Tomlin Commission,Paragraph
18743.

*Seé above paragraph 18.
3Specifically this meant a new-maximum for Principal Assistant Secretary of £1,700, for

Assistant-Secretary of £1,500 and the creation of a new post in some departments of Under
Secretary at £1,900.

4Cmd. 6680. The rate for thePermanent Secretary to the Treasury was increased to £3,750;
other Permanent Secretaries, £3,500; Deputy Secretaries, £2,500; and Assistant Secretaries
£1,320-£1,720. The postofPrincipal Assistant Secretary was discontinued.

5Report of the Committee on
Higher

Civil'Service Remuneration,Cmd. 7635.
Sop, cit. page3.
"op. cit. page5.
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22, Although the Chorley Committee did not-believe top salaries in the
Civil Service should be determined on a purely competitive basis, it noted a
marked widening of differentials between top civil servants and jobs of com-
parative status in other employments.

2 It is also interesting to compare the
effect of personal taxation on the net income of top civil servants from 1920 to
1946,

1920 - ‘1938-9 1946-7
Gross Net Gross Net Gross Net

£ £ £ £ £ £
Permanent Secretary 2,000 1,900 3,000 2,271 3,500 1,900
Deputy Secretary 2,200 1,742 2,500 1,500
Under Secretary 1,900 1,535 2,000 1,275
Assistant Secretary 1,500 1,245 1,700 1,110

The striking feature is that the take-home salary of Permanent Secretaries was
the same in 1920 as in 1947. In addition, increased personal taxation during the
Second WorldWar reduced the net salaries of ali grades, in spite of the increase
in gross salaries in January, 1946.3 These statistics in themselves provide
suitable evidence that the salary structure of the Higher Civil Service was out
of line with “the general salary and wage structure of the country”, but un-
fortunately the outcome of the Chorley Committee’s investigations was contrary
to its original intention. The economic crisis which the country was facing
meant that its implementation was delayed until 1951 and even though the
Committee did not concern itself with questions of immediate Government
policy, which states the case against any general increase in individual money
incomes in present conditions,’ its recommendations were modified by such
considerations. This illustrates again the dangers involved in permitting short-
term criteria to interfere with prospective re-alignment of the wage structure
in the longer run.

23. Despite the pressure of immediate economic difficulties, the Chorley
Committee attempted to elucidate principles upon

which a rational wage
structure might be baséd. It was contended that“in our opinion a substantial
increase of salariesin the highest posts of-the civil servicewas already overduein
1939”.§ This implicit recognition of wage structure anomaly was reinforced by
“the weight of the incréased burden carried by senior civil servants during the
war, It has not diminished with the peace . . . nor do we find any prospect of
slackening in the near future.”? A second ground for immediate increases was
the steep rise in the cost of living which taken with the effects of increased per-
sonal taxation (see above paragraph 19) had

exacerbated
the unfavourable

position of top civil servants.

1In coming to this conclusion, the purely competitive basis was tejected because ‘the Civil
Serviceis and will remain a service in which dazzling individual rewards are inappropriate’.
and... ‘conditions ofservice also need to be.considered’ op. cit. page5-6.-

*Although it did not specify the nature of these employments.
3Also, during the Second World War the amount of annual leave was reduced from

forty-eight days to thirty-six.
4Contained in theWhite Paper on Personal Incomes, Costs and Prices, Cmd. 7321.
5&Chorley, op. cit. page 3.

Sop. cit. page 6.

7op. cit. page 6.
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24. Finally the Committee analysed the-effect of the creation ofnationalised
‘industry Boards and concluded “‘it is difficult to suppose that the personal
quality of the Permanent Secretaries, the severity of their training or the weight
of their responsibilities justifies the inequalitieswhichnow exist’’.1 In otherwords,
the Committee sought a narrowing of the differential between the top civil
servants and full time Board staffs, and recommended this policy as a long-term
principle. This is most important since it appears to have been underestimated
in subsequent investigations.

25. The Tomlin formula ofbroad general comparison with outside occupa-
tions was regularised by the Priestley Commission? into the principle of “fair
comparison”, which was another attempt to cater for the long-term labour
supply needs of the civil service. Priestley claimed that fair comparison as the
primary principle was advantageous because “it looks after the ordinary citizen’s
interest as a taxpayer. If the Government which represents him pays what other
responsible employers pay for comparable work, the citizen cannot reasonably
complain that he is -being exploited. Equally, we consider that he would agree
that he could not, in the long run, obtain an efficient service by paying less”.
Implicit in Priestley’s analysis is an acceptance that contemporary comparisons
are in themselves meaningful and ignores the possibility that such customary
relationships may havemasked inherent structural defects. On the other hand, it
was beyond Priestley’s terms of reference to legislate about the efficacy of the
private pay structure. It was simply taken as given. This raises a fundamental
dilemma of whéther the Government as a “good employer” should commit
itself—as far-as its own employees are concerned—to following wage and salary
movements in the private sector; or, on the other hand, to try and set a lead by
keeping salaries down. Priestley was strongly committed to the notion that the
Government should follow rather than lead.

26. A basic difference between Tomlin and Priestley emerged on the
actual calculation of ‘fair comparison”. Whereas Tomlin endorsed following
long-term trends, Priestley recommended “fair comparison with the current
remuneration of outside staffs employed on broadly comparable work, taking
account of differences in other conditions of service’’.‘ In a period of constant
increases in prices and salaries it was appropriate to place greater emphasis on
contemporary changes. As a means to this end, Priestley recommended the
creation of a Standing Advisory Committee on Higher Civil Service Pay to avoid
recourse to having to create a special body on each occasion salary changes were
thought necessary.

27. Ifitis accepted that the salary structure of the Higher Civil Service was
by the 1950s out of line with the overall wage structure for the historical reasons
outlined above,* fair comparison is another element whichmay prevent potential
réform. The efficacy of fair comparison is dependent on the initial comparison
being satisfactory and there are prima facie grounds for supposing this notion
has never been seriously considered.

In
other words, it is likely that Priestley

Jop. cit. page 7.
*Report ofthe Royal Commission on the Civil Service, Cmd. 9613.
3op. cit. paragraph 97.
‘op. cit. paragraph 96.
®See especially paragraphs 18 and 19 above.
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underestimated the amount of upgrading necessary to restore a satisfactory
basis for comparison and this has never been undertaken on the scale needed. As
a result, there has been a tendency to rely on the updating of customary relativi-
ties based simply on cost of living arguments.

28. Themain criterion for salary increases in the 1960s has been the need to

‘compensate for overall inflationary tendencies in the economy.One side-effect of
the implementation of such piecemeal increases has been an acceleration of a
narrowing of internal differentials within the Higher Civil Service, so that
Permanent Secretaries have suffered, especially in relation to Assistant Secre-
taries.? The reluctance to increase salaries at thehighest level can be traced back to
the 1930s.° This anomalywas recognised by the StandingAdvisory Committée on
the Pay of Higher Civil Service. In their opinion, “at Permanent Secretary level
the pay, considered in terms of the responsibility exercised, is seriously out of
line with prevailing salaries in industry and commerce.”* In fact it could be

argued that a persistent disposition to underestimate the relative importance of
Permanent Secretaries has been a major stumbling block to general reform of
the salary structure.

:

29. The lessons ofhistory clearly show that the structureofsalarydetermina-
tion for the Higher Civil Service is basicallymisaligned. The use ofjob evaluation

techniques to regularise the notion of fair comparison’ provides guidelines upon
which a discussion of underlying principles can be based. It cannot, however,
isolate fundamental faults in the salary structure because the latter is accepted as
a parameter in such an analysis.

*

30. The essence of any system ofwage determination which is not sensitive
to long-term structural change is that it becomes distinguished only by its ability
to account for the immediate problem, with the avoidance of ariy consideration
of long-term consequences. In.particular, it seems that Permanent Secretaries
and Under-Secretaries have suffered a relative decline owing to a long-standing
reluctance dating back to the 1930s to raise the salary ceiling at the highest level.

Also, the effect ofemploying outsiders at special rates, on the needs of the normal
career progression for the permanent official, has been a recurring but unresolved

problem.

31. Any avoidance of long-term structural problenis only enhances the
difficulties faced by each successive Commission, Committee or Review Body.
The post-war history ofHigher Civil Service remuneration has been characterised

-by a progression from one short-term crisis to the next. This process seems likely

1The differential between a Permanent Secretary and an Assistant Secretary was 222% in
1956 but had fallen in 1969 to 169.5% (Assistant Secretary =100 %).

2It is interesting to note that the salary ofAssistant Secretary was subject to investigation by
the Pay Research Unit and not the Standing Advisory Committee. This may be a further
reason for the narrowing of internal differentials.

5See above paragraphs 15 and 16.
4Ninth Report of the Standing Advisory Committee on the Pay of the Higher Civil Service,

May 1969, page 7.

5‘We should expect outside comparison to be made as part of the process ofjob evaluation
assessing the importance of the job to the work of the Service and establishing the rate for jobs

ofsimilar
responsibility outside the service-—Report of the Committee on the Civil Service,
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to continue unless.a permanént strategy is evolved to transcend the caprice of the
moment.+

The Judiciary . .

32. The principles ofpay deteriaination for the Higher Judiciary in England
and Wales appear to have been surrounded by a mystique derived from its
unique position in relation to the Constitution. In fact, the role and status of thé ©

judicial function has always been a prime factor in determining the salary
structure of this sector. This not onlymakes the discussion of traditional “market
factor” determinants largely irrelevant, but also prevents a satisfactory isola-
tion of the relationship between the salary structure of the Judiciary in compari-
son to other sections of society.

33. Although the Act of Settlement of 1700-enacted that the salaries of the
Judiciary should be “ascertained and established’? no statutory attempt was
made to fix the actual amount paid. Instead, judicial salaries comprised Court
Fees, profits obtained from saleable offices and sums from the King’s Civil List.
When the Civil List Establishment was. settled by Royal Warrant in 1715, the
salaries of judges were raised considerably and as the century progressed the
Judiciary became increasingly independent from Parliamentary jurisdiction.
During the eighteenth century therefore, a judge’s salary was an amalgam of
various elements largely fortuitous in origin and amount.

34. Jn 1758, a special measure was passed for increasing judicial salaries
by the imposition of special Stamp Duties, which:gave the King power to grant
augmentations out of the proceeds. Parliament had resolved that “the remunera-
tion of Judges: were inadequate to the importance and dignity of their office’.
In 1762, these Stamp Duties were increased.

35. From 1786 onwards the myriad sources of income were gradually
eliminated and the creation of the Consolidated Fund in that year meant that
new judges on appointment were to be paid wholly from that one source. It
was not until 1852, however, wlien the last of the Chancery Judges was in-
corporated, that the entire Judiciary salary bill was.charged to the Consolidated
Fund. The majority of judges were covered by 1799, when the Chief Baron of
the Court of Exchequer received £4,000 and Puisne Judges £3,000 each ‘year,
exempt from taxes.

36. Salary levels were chatiged in 1809, 1825 and 1832, but it should be
noted that they weré not always raised. In 1825, for instance, the annual salary
of Puisne Judges was settled at £5,500, but in 1832 it was reduced to £5,000 for ©

all those appointed after 1828. In 1832, the Judges of the Courts of King’s
Bench, Common Pleas and Exchequer were ordered by Parliament? to provide

“This does not mean that the policy which has governed-the determination ofCivil Service
salaries over the past forty or fifty years is no longer valid. But it may mean that policy or
system ought eventually to be fitted into a wider approach to salaries, wages and incomes gen-
erally, designed to prevent a position whereby pay increases are justified in an endless sequence
by reference to other pay increases without regard either to the need for general economic
efficiency or to the special claims of particular groups’ Lord Bridges, The Treasury, Allen and
Unwin 1964,page 131.

:

212 and 13 Will: Chapter 2.
32 and 3 Will. IV Chapter 116.
‘Judges etc, Salaries,C. 644, 26 July 1832.
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details of their returns and expenses. The average incidental expenses, accounted
for mainly by Circuit Expenses, amounted to about £700.* By an Act of 1851,
the salaries of the Judges of Common Law Courts settled at a level which was
to remain unaltered for nearly a century.

37. If the standard of living and price level of 1851 is compared to the

contemporary remuneration of Judges, it is immediately apparent that the
latter were in an extremely exalted position in relation to other sections of the
community. At this time the Chief Justice received £8,000 and the Master of
the Rolls £6,000.? It is necessary, therefore, to examine the reasons for such

high salaries, as well as generous pension rights.*

38. One element reflected the transfer of judicial salaries to the Consoli-
dated Fund, with the concomitant need to compensate for the loss of income

previously obtained from Court Fees and the right to sell posts. Perhaps more

important however, was the notion that the Judges occupied a unique position
in relation to the Constitution so that they had to be “above politics” and

guaranteed free from corruption.* High judicial salaries, theréforé, reflected
their hierarchical status in relation to other members of society. In other
words judicial remuneration was almost totally immune from direct market

forces.§
39, On the other hand the striking feature of the history of judicial salaries

is their stability in cash terms over-long periods of time, which ultimately caused
a narrowing of the differential between them and other sectors. If the hierarchical
status argument is accepted, there should be a continuous maintenance of the
differential, unless the status position itself has changed. An examination of this
problem, therefore, is of major importance.

40. The mechanism by which judicial salaries were changed, however,
provides an initial qualification to the simple “‘hierarchical status” argument.
Since judicial salaries were a permanent charge on the Consolidated Fund,
they could only be changed by an Act of Parliament. In addition, the prevalent
laissezfaire attitude towards the control of Government expenditure provided a
further constraint, which promoteda static salary structure. Indeed, Gladstone

1For instance, the salary of Mr. Justice Park was £5,500 and expenses were composed of
£312 for the Summer Circuit (Oxford), £346 for the Spring (Western) Circuit and £45 annual
expenses for Chambers in Serjeant’s Inn. op. cit., page 6.

2As Routh notes, even in 1913 High Court Judges obtained an after tax income which in
1960 prices, would have been worth about £20,000. G. Routh, Occupation and Pay in Great
Britain, NIESR 1965, page 70.

3Also, High Court Judges were extremely few in number and themethod ofappointment by
invitation Obviously enhanced their status. .

4“The judges .. . are appointed to hold particular offices of dignity and exceptional.impor-
tance. They occupy.a vital place in the Constitution of this country. They stand equally between
the Crown and Executive and between the Executive and the stibjéct. They have to discharge
the gravest and most responsible duties . . . so that it is . . . essential that their security and
independence should bemaintained inviolate”, Memorandum to the Lord Chancellor, quoted
in 88 H.L. Deb 5s Col. 1209, 1933.

5Barbara Wootton describes the social element in wage and salary determination .in the
following terms: ‘Pay and prestige are closely linked and it is the rule that the high-prestige
person should be also the highly paid person’. The Social Foundations ofWage Policy, Alien &
Unwin, 1955, p. 68. In the context of the Judiciary she refers to a quotation from the Times.
‘The dignity of the Bench must be upheld by a certain way, which must extend as much to the

judges’ home lives as, for example, to the manner in which they travel to and. from courts’.
op. cit. page 129,
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even suggested in 1873 that the salaries of Ordinary High Court Judges might
be reduced from £5,000 to £4,000 per annum.!

41. More serious was the debate engendered by the passing of the National
Economy Act in 1931, under which the judges were asked to accept a salary
cut of 20 per cent. Not only did the Judges claim that they were exempt from
the Act on legal grounds,? but also raised a number of interesting arguments,
which are relevant to the assessment of the importance of status in judicial
salary determination.

42. Great emphasis was placed again on the position of the Judiciary-
within the Constitution. For instance, Lord Renkeillour claimed:

“His majesty’s Judges have stood ona different footing from the civil
service and from the naval and military services for a space of over 200
years .. . since Judges are to hold officer in good behaviour and not at
His Majesty’s Pleasure... for over 200 years His Majesty’s Judges have
not been subjected to temptations, political or otherwise, in discharge
of high office.”

In other words, the Judges still regarded themselves as a “special case” inde-
pendent from the vagaries of the market place, and not subject to the same
considerations as other public servants because of their unique position of
being entrusted with ‘‘constitutional responsibilities’. This notion was rein-
forced by the Lord Chancellor’s remark that:

“the civil service stands in an entirely different position from that of
the Judiciary. The method of their appointment is different their tenure is
different and their stipend is on a different basis. His Majesty’s Judges are
absolutely independent of the Crown or the Executive Government and
this unique position. in the Constitution has been entrusted to them, not
for their own benefit or advantage but for the advantage and benefit of
the whole of the people of England.’4
43. According to these arguments, the independence of the Judges in

pursuit of their office would be impaired if they were subject to a reductionin
salary. It is difficult, in rétrospect, to ascertain whether the serenity and dignity
of the Judges would have been diminished by bringing their salaries “into
conformity with the general economic situation of ‘the nation’’® or if their
symbolic refusal was more likely to “incur the unpopularity and odium of all
the classes in the community.’®

1B. Abel Smith and Stevens, The Lawyers and the Courts, page 127. The idea met stout
opposition and almost all the Judges wrote indignant letters to the Prime Minister opposing the
idea, which was not put into effect. Alsoit is likely the judges’ differential had widenedin rela-

tion t

to other sections in the period before 1900, owing to stable and even declining cost of
iving,

288 H. L. Deb. 5s. col. 1209 ff. See also R. F. V. Heuston-Lives of the Lord Chancellors
1885-1940, Clarendon Press, 1964, page 513-9,

890 H, L. Deb. 5s. col. 65.
490 H. L. Deb. 5s. col. 82. If, as the quotation seems to imply, the Judges are not

employed either by the Crown or theExecutive, it is perhaps not surprising that little attention
was given to questions of remuneration since they had insisted, in effect, that nobody was
responsible for it.

590H. L. Deb. 5s. Col. 80.
*Heuston, op. cit., page 515. Heuston adds, there can be little doubt that in the controversy

of1931-3 the judges had the stronger position in point of law. Thewisdom oftheir attitude from
the

broader
viewpoint ofnational policy is amatter on which opinionsmay still differ.’ op. cit.

page 519,
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44. Notwithstanding the argument.that a salary reduction would be
“nconstitutional’, it is necessary to examine other possible reasons for the

Judges strong rejection of the proposed cut. It cannot be denied that the Judges
had suffered a relative decline in relation to other sections in society. For~
instance, their salaries had remained unchanged during the rapid inflationary
period during and just after the First World War.* A narrowing of the salary
differential was also exacerbated by their liability to personal taxation, which
brought them into the super tax bracket. The use of “constitutional” arguments,
therefore, was more likely an outward reflection of the desire to prevent a further
decline of their standard relative to other groups in society.*

45. On the other hand, Abel Smith and Stevens argue, that the growing
acceptance and popularity of such concepts as parliamentary sovereignty, the
rule of law, the separation of powers and responsible government made it in-
creasingly difficult for the judges to appear to have any explicit role in the

development of law . . . a position which seemed to make their predispositions
irrelevant’.? In other words, it might be claimed that the judicial function within
the Constitution had changed and ‘their actual power had ebbed away’.* If this
notion is accepted, the stability of the judicial structure can partly be explained
by an increase in the status of other elements in the Constitution, as compared
with a relative decline in the status of the judicial function. On these grounds,
therefore, mutatis mutandis, a relative decline in salary levels might have been a
reflection of a mutual decline in relative status. As a corollary to this point, it
should be noted that, whereas the salaries of High Court Judges remained
constant at £5,000 during the inter-war period, the salary of Permanent Heads of
Civil Service Departments rose from £2,000 to £3,000, a narrowing of the
differential between the tw6 groups from 60 per cent to 40 per cent.

46. As mentioned earlier, the salaries of the Higher Judiciary were to

remain unaltered until 1954,° which necessarily meant a further relative decline,
given the inflationary tendencies during and after the Second World War.®

Meanwhile, the Chorley Committee had recommended substantial increases for
the Higher Civil Service, narrowing the differential between High Court Judges
and Permanent Secretaries to 30 per cent. This may be a simple reflection of the
increased administrative burden with the coming of the Welfare State, perhaps
compounded by the Judges inability to agitate publicly on salary questions.

47. This latter point should not be underestimated. The Judges have never
been able to present a unified salary claim through, say, a professional associa-
tion and, as noted above, the salary structure could only bé altered by an Act of
Parliament until 1965. The combination of these constraints must be viewed in
the light of the intense economic difficulties facing post-war Britain. When the

1Given that the average index of the cost of living was 100 for 1906-10 it stood at 167 in
1930. G. Routh, op. cit., page 110.

“It is interesting that at no time during the public debate did the Judges make explicit
reference to the narrowing ofdifferentials.

Abel Smith & Stevens, op. cit., pages 122 and 125.

4Op. cit., page 125. On the other hand, the distinction between the making of law and its
administration is a crucial one. The latter has increased considerably, especially since the
SecondWorldWar.

5With the exception ofCounty Court Judges who were awarded an increase in 1951 when
they undertook jurisdiction onmatters ofdivorce.

’The cost of living index stood at 381 in 1954.(1906-14=100) G. Routh, op. cit., page 110.
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salary ofHigh Court Judgeswas increased to £8,000 in 1954 it must be viewed a
long overdue institutional response, which, given the absence of the above
constraints, might have occurredmore automatically.

‘

48. The history of judicial salaries since 1954 has consisted of a series of
piecemeal increases, more or less in conjunction with salary movements in the
Higher Civil Service and changes in the cost of living. In other words little atten-
tion has been paid to a consideration of principles governing judicial salaries,
apart from an acceptance that the existing structural relationship was somehow
satisfactory. This presupposition is rather tenuous, given the way in which the
salary structure has developed since 1700. If the determination ofjudicial salaries
was previously regarded as exogenous to the factors which affected other
public sector salaries,* it is surely difficult to argue that a logical relationship has
emerged since 1945.

49. On the other hand, if the main concern in the first instance, is not an
analysis of major structural inadequacies, but instead a need to adopt a prag-
matic approach, given certain short-term constraints, it is necessary to examine
the judicial structure in the light ofactual events.

50. In the 1930’s the Judges had argued that their position in the Consti-
tution made it impossible to equate the basis of their salary determination with
that of other public sector employees. Unfortunately, “‘a judgeship used to be
regarded as a very highly paid position, whereas it is now in the higher level of
salaries, but carries no more than is paid to, say, the chairman of a national
board”.? This undoubted decline in relation to salaries in other occupations has
brought about a convergence of top salary levels.? In consequence, it is now
inevitable that comparisons must be undertaken between the Higher Judiciary
and other highly paid members of the public service. The main problem remains
ofhow such a comparison is possible, if the Constitutional argument still holds.

51. Turning the argument the other way, it is possible that status is no
longer strongly linked to salaries above a certain level, so that there might be no
increase in status for a judge if, say, his salary were doubled. In addition, one
writer has questioned the neéd for high remuneration to avoid temptation, in
that “corruption is eliminated by professional tradition, which is perhaps the
only effectivemethod under any system’’.* There seems some justification, there-
fore, in the contemporary situation for abandoning the Constitutional argument
as the prime determining factor for judicial salaries, although in the long-term
its influence cannot be ignored. The crucial question is whether the status of the
Higher Judiciaryas an essential and independent element in the Constitution
has been eroded by the narrowing of salary differentials, especially since 1945. If
the level of their status has remained extant in spite of a relative decline in
remuneration, it is necessary to examine other criteria for determining the
judicial wage structure.®

1See above, paragraph 41.
*R. M. Jackson, The Machinery of Justice in England, CUP., 1967 page 291.
"In 1971, for instance, parity was established between theHigh Court Judge and the Perma-

nént Secretary, described by the PrimeMinister as a ‘proper relationship’.
4R, M. Jackson, op. cit., page. 291.

_
‘Another factor of importance in the hierarchical status argument concerns the large

increase ini thenumbers of Judges sitting on the Bench. When the number ofjudges was extre-
mely small, as was the situation during the nineteenth century the status of the judiciary was
naturally enhanced.
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52. Ifitis accépted that.it is extremely difficult to use almost.any method of
fair comparison as far as the Judiciary is concerned, one such criterionmight be
-the level. of earnings at the Bar, so taking into account the potential supply of
recruits.to the Bench.. This criterion is an ostensibly useful one, since in England
we have had to tempt men to leave private practice of a lucrative nature, and this
is the reason for the salary.! The usefulness of stich criterion is mitigated by the
possibility that salaries at the Bar may be functionally related to those on the
Bench, but more important, it is likely that factors other than. the. level of
remuneration affect the-supply ofpotential]members to the.Bench.?

53: During a debate in the House of Lords in 1933 on the question of
Judges’ Salaries, the Lord Chancellor concluded his remarks by sayifig “your
Lordships mayrest assured that the question (of the position of the Judges) will
‘be. reconsidered as andwhen the general circumstances of the.country permit”:

8

It is regrettable ‘that such circumstances have not arisen, since it is almost
impossible to recommend

a rational approach to the problem without taking
into account.the fong term:structural ramifications. ’

Senior officers
iin the armed forges -

54. The method of remuneration for senior officers has a unique history iin
many ways analogous to the Judiciary, in that it has -always been difficult to
evolve consistent principles of coniparability with other members of society.
The situation is further complicated by the need to distinguish between the
different demands on the Services during peace time and war time, and the

possibility of compulsory conscription
is an additional factor only applicable to

this sector. Also, there are “aspects of life which find no counterpait in civilian
life, such as. total commitment to the services and a code of discipline not

encountered
iin civilian employment.’**.

55, Any analysis of forces’ remunerationmust account for the autonomy of
each ofthe three services, but for the sake of convenience rather than constancy
this section will follow the convention ofusing the remuneration of the army as a
basis, on the assumption that thereis considerable equivalerice of rank, On the
other hand, an important recurring elementin the history of officers’ temunera-
tion has been the argument for and against consolidation and this will not be
ignored.

56. The early history shows many resemblances to the civil service and
'

Judiciary, the outstanding characteristic being 4 static salary Structure over
jong periods of time. For instance, prior to’an increase in 1919 the pay- of an
Admiral had remained unaltered since 1816. In 1857, the Command Pay of a
General (C in C) was £9 9s. 6d. per diem; a General receivéd £5 13s. 9d.;
Lieutenant-General £3 15s. Od and a Major General £1. 7s. 11d.° In terms of
the

hierarchical
Status

argument
advancedin the section on the Judiciary, it

AR, M. Jackson, op. cit.,page 291.
2Routh, for.instance, points out that, although there was a severe decline

i
in differentials, this

didnot produce any appreciable decreasein those willing to go
to the Bench. op. cit. pagé 175.

300 H. L. Deb. 5s. col. 83: ~

4NBPI Report No. 142, Standing Reference on the pay of the Armed Forcés, ThirdReport
Cid. 4291, February 1970.

5Report of the Commissioners appointed to iriquire into the-system of purchase and sale of
Commissions in theArmy, 1857.
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appears that very senior officers were placed in between the Higher Judiciary and
the top civil servants, although strict comparison is not possible because the
officer had considerable benefits from the State, such as furniture for his quarters,
mess at a low rental, opportunities for horse hire and other concessions.
Indeed, the complex mixture of pay, allowances and charges were not finally
codified and simplified until 1970.1

57. Before 1919, then, there was amultiplicity of regimental and corps pay
for different arms of the service and during the FirstWorld War officers enjoyed
a privileged tax position. By this time, officers of the rank of General and
Lieutenant General received consolidated rates of pay.? The first substantive
investigation of pay principles took place in 1919, when the Fisher Committee
recommended that the diversity of rates should be replaced byuniform inclusive
rates, with an aim as far as possible to correlate the emoluments of officers of
similar rank in the three services. It will be remembered that a similar attempt
was made to consolidate the salary structure of first division civil servants.?

58. The Fisher Committee also recommended the recognition of the special
responsibilities of certain posts. by the payment of additional grants in the form
of table money. This may be regarded as an early attempt to institute some
form of range pay. The War Officé, however, opposed this because it departed
from their practice of paying general officers according to appointment, irre-
spective of rank. In fact, a series of across the board increases were approved,
which although substantial in themselves came nowhere near the 50 per cent
increases simultaneously granted to Permanent Secretaries.*

59: The next significant change in officers” pay occurred in 1935, when
rates were “consolidated” by 94 per cent in a downward direction.® This was
a reflection of the Government’s desire for econoniy in a period of severe re-
cession, but it is constructive to compare the ability of the Judiciary to oppose
a reduction, in contrast to the implementation of the Services’ cuts. Presumably,
sixteen years of peace diminished the potency of the arguments against the
reduction, but it must be remembered that officers’ pay was now subject to
personal taxation, and the cut meant a reversion to pre-1919 gross rates.

60. It is clear from the preceding analysis that the determination of officers’
pay was largely independent from salary movements in other sectors of public
service in strong contrast to post war tendencies, when a correlation with
movements in the Higher Civil Service has.evolved. Part of the explanation must
lie in the customary attitudes which evolved during the nineteenth century and

*NBPI ReportNo, 142, op. cit.
*G.0.C-in-C, Ist Class: £3,500 pa.
G.O.C-in-C, 2nd Class: £2,500 pa.
Lieutenant Generals in administrative appointments and heads ofmissions: £2,000 pa.

- *The Asquith Committee reported in 1920.
4G.0.C-in-C, Ist Class: £3,650 pa.
G.O.C-in-C, 2nd Class: £2,737 pa.
General not in command: £2,455 pa.
Lieutenant General: £2,190 pa.
5G.O0.C-in-C, 1st Class: £3,367.
G.O.C-in-C, 2nd Class: £2,478
General not in command: £2,314.
Lieutenant General: £1,986.
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perpetuated into the twentieth during which the basic emoluments remained
static. A. crucial shift occurred during the Second World War:

“With the growing complexities of equipment andtraining in fighting
arms, thereis no longer the same justification for the marked distinction
which at present exists between the emoluments of the different arms and
corps. This applies particularly to the higher ranks, where purely technical
qualifications tend to decrease relatively in importance as compared with
military and administrative qualifications.?”

With the onset of total warfare the different qualities demanded of the higher
ranks meant that a reappraisal of the now outmoded structure was vital.* In
fact the Second World War necessitated a final shift away from the army as
essentially a social institution to a professional

organisation
with ultimately

different aims.

61. Unfortunately, as had been shown no satisfactory analogues had
been previously utilised or even thought necessary. The problem was highlighted
in 1948 by a Ministry of Defence working party on pay and allowances, which
noted the lack of any civilian “equation” as far as officers were concerned.
The advent of ‘“‘professionalism’”’ in any casé made past criteria largely irrelevant
and necessitated an examination of the problem from a new viewpoint. A
Treasury minute of 1953 seems to be the first “explicit recognition of some

relationship between the Higher Civil Service and senior officers, although it
stressed. this was an equation of status rather than salary. There was, in fact,
no clear cut base line between the civil service and army pay. For instance,
the pay of senior officers was adjusted in 1958° and 1960* whereas Higher Civil
Service pay was reviewed in 1956 and 1959, and also the rates were different.
The 1958 review was concerned specially with the Government’s decision to
end conscription by 1962, and naturally they considered the adequacy of
remuneration in this context. The Committee concluded that officers’ pay
represented a reasonable equivalence with civil remuneration “bearing in mind
they must expect equality with other public servants, rather than with the fewer,
but more glittering, prizes offered in industry”. The 1960 pay review, stated
that in the future armed forces “pay would be governed broadly by the relative
changes in pay of comparablé grades in the Home Civil Service.” In this way
an implicit relationship gradually became an increasingly accepted convention.

62. The NBPI was requited to examine the proposed increases of the
fourth biennial review in 1966 and the application of the Grigg formula of
simple comparison with movements in the Administrative grades of the civil
service was questioned as being incompatible with the current incomes policy
criteria. Nevertheless the NPBI felt the Grigg formula was a commitment to

1Committee on Post-war Emoluments ofArmy Officers, June 1945,WO/32/ll186 P.B.
2The Committee on-Post-war emoluments recommendeda flat rate ofpay for Colonels and

Brigadiers (a new rank equivalent to Air Commodorein the R.A.F.) substantially higher than
the Lieutenant-Colonels rate and one rate instead of two for Lieutenant-Generals and Generals.

5Report of the Advisory Committee on Recruiting, Cmd. 545, Oct. 1958, which recommen-
ded biennial reviews to ‘take into account movements in civilian earnings over a. range of
occupations’.

4Service pay and pensions, Cmnd. 945, February 1960.
5At that time, a Permanent Secretary was equivalent to General/Field

Marshal
and Deputy

Secretary straddléd the ranks ofLieutenant General and General.
®‘NBPI ReportNo. 10 Armed Forces Pay, Cmnd. 2881, January 1966.
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be honoured. Similarly in the First Report of the Standing Reference on Armed
Forces Pay? the NPBI felt they “could not accept the Grigg system should be
applied in full for a further round of increases, but we were not yet in position
to prepare an alternative method of fixing Forces Pay’”.? The Second Report
of the Standing Reference* however, did not seem to pay much attention to
this problem, and in spite of a job evaluation exercise and the emergence of
the “X” factor,’ the notion of comparability with the Higher Civil Service
‘was strengthened. “We have arbitrarily chosen figures primarily to maintain
reasonable differentials between ranks but also taking some account-of present
pay levels in the higher civil service’.5 In addition the Board recommended
“intermediate reviews every two years or more frequently’’* if necessary. Far
from replacing “‘the crude application of the Grigg formula” the effect ofthe
NBPI’s investigations was its codification into a guiding principle, even if
it was not yet an ultimate criterion.’

63. In its last report on Forces Pay however, the NBPI observed “the
fact that the Government has required us to consider the pay of senior officers
‘in the light of? the increases awarded to higher civil servants indicates that the
Government has effectively decided that comparisons between the two groups
should be given the greater weight in the determination ofpay on this occasion.’
It appears, therefore, that the convention now had the stamp of Government
approval,® and the question of its efficacy was shelved.

64. The major reason for complementarity seems to have been guided by
“the fact that many senior officers worked in close conjunction with higher civil
servants”,?° but this denies a qualitative difference between the two groups in
relation to their respective occupations, which the “X” -factor recognises but
‘does not satisfactorily solve. In other words, a salary relationship founded
merely on a customary connection reinforced by convention is likely to be a

INBPI Report No. 70 Standing Reference on the Pay of the Armed Forces First Report,
Cmnd. 3651, May 1968.

2NBPI Report No. 77, Third General Report, August 1967 to July 1968, Cmnd. 3715,
July 1968, paragraph 287.

5NBPI ReportNo. 116, Standing Reference on thePay oftheArmed Forces, Second Report,
Cmnd. 4079, June 1969. :

4°We regard the X factor as comprising the combination of exposure to danger discipline,
total commitment to the Service ahd the frequent uprooting that is inseparable from Service
life .. . which find no counterpart in-civilian life. We recommended theX factor element should
be set at 5 per cent? NBPI Report No. 142, Standing Reference on the Pay of the Armed
Forces; Third Report, Cmnd. 4291, February 1970.

5Report No. 116, op. cit.
*NBPI Report No. 122, Fourth General Report, July 1968 to July 1969, Cmnd. 4130,

July 1969, paragraph 244.
*In framing our recommendations about the pay of Generals and below, we have decidednot to take account either the exact levels of pay in the equivalent grades of the Higher Civil

Service or the exact percentage increases that have been awarded in the past. We have howeverpaid some regard to the rough magnitude of recent awards to the higher Civil Servants since
they form aprecedent which the Government as an employer cannot ignore.” NBPI Report No.
157, Standing Reference on the Pay of the Armed Forces, December 1970, Cmnd. 4513,
paragraph 15. .

®Report'No. 157, op. cit., paragraph 8.

*'Tt is necessary, for working purposes, to have certain conventions about the relationship of
service and civilian ranks. A Brigadier is regarded as equivalent to an Assistant Secretary, a
Major-General to an Under-Secretary, a Lieutenant-General to a Deputy Secretary and: a -

General to a Permanent Secretary.’ Report No. 157, op. cit., paragraph 9.
*°Report No. 157, op. cit., paragraph 2.
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contributory factor towards “the endless chain of increases because others have
had increases.”?

65. Given the problem of discovering an adequate basis for senior officers’
remuneration in the immediate post war era, comparison with the Higher Civil
Service provided perhaps the most reliable guide but its transformation into
an overriding principle seems too simplistic in its uncritical acceptance of
convention.

Chairmen and Board members of Nationalised Industries

66. The structure of wage determination for Board members of the
nationalised industries pinpoints the problems involved in evolving a rational
wage policy for the public sector in the light of full employment, inflation and
balance of payments difficulties which have plagued Britain since 1945. As the

public sector of industry was not created until after the Second World War,
the salary structure did not suffer an initial handicap of being bounded by
history as was the case with the other groups forwhich the Top Salaries Review
Body is responsible. On the other hand the creation of the nationalised industries
brought.special problems, which are the main concern of this section.

67. The crucial factor in the discussion over the principles of wage deter-

mination in the nationalised industries has been the need to reconcile the
element of public service involved as against comparability with the private
sector. In essence the history of remuneration in this group shows a gradual-
shift away from the former towards more comparability with private industry.
It will be argued that this is partly a reflection of a changing attitude towards
thefunction of the public sector in industry within a moderh corporate economy.

68. A number of characteristics delineate the nationalised industries from
traditional notions of both public and private sector organisation. On the one
hand ordinary business pressures such as responsibility to shareholders are

absent, but this is replaced by another form of managerial control in terms of
the notion of Ministerial responsibility. Secondly, although thé nationalised
industries occupy an ostensibly monopolistic position within their respective
markets, nearly all experience considerable competitive pressure, which in the
case, for instance, of the coal industry has increased rapidly during the 1960s,
Thirdly, the desire by-successive Governments to promote efficiency within the

public sector of industry, especially with reference to pricing and investment

policies? has meant that the nationalised industries have to fulfil certain
financial targets. Finally, the tendency to use the nationalised industries as an

example to the private sector, of efficiency in such matters as wages policy has
further increased the commercial pressures on the Board members. In these

ways, the coritrast between the public and private sectors of industry is one of
degree rather than kind, particularly since1960.

69. The early history of the nationalised industries was mainly concerned
with the evolution of norms of conduct in a previously unexplored territory.

INBPI Report No. 98, Standing Reference on the pay of University Teachers in Great
Britain, Cmnd. 3866, December 1968, paragraph 38. .

*The shift from pricing at marginal cost instead of average cost was a major innovation
during the 1960’s. See The Financial Obligations of the Nationalised Industries, Cmnd, 1337,

yes and Nationalised
Industries; a review of Economic and Financial Objectives, Cmnd.

3437,
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Similarly the determination of principles of remuneration involved several
unique factors. The enormous responsibilities and the high levels of “experience
and knowledge which the Board members are required to possess’! was the
first element to be considered. There could besome grounds for contemporary
comparison with the specialist and technical officers within the civil service
who tended to be paid a higher salary than normal members of the administra-
tive class. Also, the Board members in the early days of nationalisation did not
usually enjoy security of tenure or the valuable pension rights which were
available to the Administrative Class of the civil service. The initial rate of
remuneration for Board members aimed, therefore, at a balance between the
notion of their being servants of the State and the need to reward their possession
of specialist knowledge. In other words the main criterion, for remuneration
was the need to ensure that it was “‘sufficient to secure the services of leading
industrialists or businessmen,” although this does not necessarily mean that
salary scales must be as high as in private enterprise.?

70 The pursuit of such a. policy had one interesting side-effect. In the
inter-war years, the annual salary of the Chairman of the London Transport
Passenger Board was £12,500. This was reduced to £5,000 after the creation of
the other Nationalised Boards, which illustrates the possibility of structural
change when underlying circumstances have altered. The official policy towards .

remuneration was reflected in Stafford Cripps’ statement in 1948, when he
contended that salaries of the members of nationalised Boards were calculated
“at the level necessary to obtain men with the qualifications and experience
required for these highly responsible posts having regard to the current salaries
obtainable for similar posts in the field ofprivate enterprise’. Professor Robson,
writing in 1952, thought that the salary structure appeared to bebroadly reason-
able,* having regard to the various factors outlinedin the previous paragraph.

71. The salaries of chairmen and members of the Boards are determined by
the particular Minister responsible for the industry, and the amounts paid
teflect differing levels of experience and responsibilities necessary in a particular
post. Salary levels remained static until 1957, when the recommendations of the
Fleck Committee® and the Herbert Committee® were implemented. The former
simply recommended “that the salaries of the Chairmen and other full time
Board members should be substantially increased,”? but the Report of the
Herbert Committee isolated a major difficulty with the contemporary method
of remuneration, which had ramifications for all nationalised industries.

72. The logic of their argument is worth quoting at length:
“We are given to understand that an element of social ‘service is

attached to membership ofthe Boards of nationalised industries with the
implication that remuneration of such members need not be fixed in rela-
tion to remuneration in private enterprise. The philosophy behind the
*W. A. Robson, Problems ofNationalised Industry, Allen & Unwin, 1952, page 103.
*W. A. Robson, Nationalised Industry & Public Ownership, 2nd ed., Allen & Unwin,

1962 page 230,
3H ofC deb. 447 cols. 183-4.
4W. A. Robson, Problems ofNationalised Industry, page 103.
’Report on the Advisory Committee on Organisation (1955) National Coal Board. (TheFleck Report).
*Report of the Committee of Inquiry into the Electricity Supply Industry, 1956, Cmd. 9672.

(The Herbert Report).
Top. cit. paragraphs 76 and 78.
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determination of salaries in nationalised industriesisapparently that such
salaries should lie at some point between those current in the Public
Service on the one hand and private business on the other. We find it
difficult to understand this philosophy as the electricity supply industry
has to compete with private industry for its technical staff, its adminis-
trators and its leaders.’’+

In other words the Herbert Committee advocated greater comparability with
the private sector and “in its struggle for technical and commercial efficiency,
the salaries must be sufficient to attract and retain its top management in the
face of severe external competition”.? The existing criteria for salary determina-
tion were considered to be “quite irrelevant’’.® In addition, since the remunera-
tion of Board members had been unchanged since 1947, there had been a com-
pression of internal differentials. The dangers of this occurrence are explored
in the section on the civil service, where similar problems have been experienced.
The Herbert Committee concluded that if the Boards are to be run as commercial
enterprises (and we think they should) the remuneration of the men who run
these enterprises should be on a level commensurate with their abilities and
their market value.§

73. What Herbert described as “the arbitrary restriction of salaries of top
management”® again illustrates the serious problems engendered when there is
a lack of an objective, automatic method of reviewing the salary structure.
Such an approach only changes the prospect of disequilibriating tendencies
and makes the ultimately political task of convincing other sections of society
of the efficacy of large salary increases all the more troublesome. Professor
Robson has claimed “‘the salaries of the members of public corporations were
not in most cases unreasonably low when they were originally fixed.”? On the
other hand, the persistent refusal to increase salaries “were bound to have an
adverse effect on the ability of the nationalised industries to recruit and hold
highly qualified staff at a time of acute shortage of such personnel’. 8As a result
of an interdepartmental review in July 1957 salary increases ranging from 15 per
cent to 60 per cent were implemented, the actual amount varying according to
the size and importance of the industry concerned. One further consequence
of this review was. the division of the industries into four main categories.

74. No further changes in structure occurred until the report of aWorking
Party in 1963. It is interesting to note that the review was temporarily postponed
during the pay pause of 1961 and 1962, illustrating again the influence of short-
term pressures as a disequilibriating force. As well as recommending substantial
salary increases for the now customary réasons of preventing further distortions
in the salary structure and difficulties in recruitment, the Working Party also
advocated a system of range pay for Board members, so that different levels of
experience and responsibility could be appropriately recompensed. The main
feature of the first two salary reviews, then, was simply need to undertake a

1The Herbert Report, op. cit., paragraph 312.
2op. cit., paragraph 313.
Sop. cit., paragraph 313,
‘op. cit., paragraph 313.
Sop. cit., paragraph 314.
Sop. cit., paragraph 314,
7™W. A. Robson, Nationalised Industry and Public Ownership, page 230.

_ Sop. cit., page 230.
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“catching-up” process, without the ability to view the problem in its long-term
perspective. In 1964, the Government awarded about a 25 per cent overall
increase in salaries and introduced a common range of payment for Board
members.

75. One feature of the salary structure, which has analogies. with the
Higher Civil Service, was the occasional institution of special salaries to attract
‘specially qualified personnel to become chairmen of certain nationalised
industries.1 The implications of such a policy seem contradictory in that itmight
become difficult to separate the exception from the rule. Also, there are inevitable
ramifications on the internal careér structure of the industries concerned, as
well as between the different nationaliséd industries. The ability to offer an
individual a salary “not greater than the salary he is being paid by his company’?
created what the Select Committee on Nationalised Industries regarded as
“serious anomalies and confusion’’.*

76. The Select Committee did not believe that “the salaries paid to the full
time Chairmen and board members should necessarily be at levels ruling in
private industry”, but they thought that “the proper rate for the job must be
significantly higher than that which is now generally paid’”.+ This was an
explicit recognition of excessive distortion which had resulted from a con-
tinuous inability to accommodate a series of rapid structural transformations
in the post-war economy. A third review of the salary structure was undertaken
by the NBPI in 1969 and it is instructive to assess its findings and reeommenda-
tions in the light of these considerations.®

77. In the terms of reference to the NBPI it was made clear that top
salaries in the nationalised industries were

“substantially behind those of. Board members and men with com-
parable responsibilities in private industry. A marked divergence of
salaries between nationalised industries could be expected to have a
serious effect on efficiency, by reducing the-nationalised industries’ ability
to-retain and recruit suitable people at Board: level.’’6 :

The NBPI undertook detailed investigations of various nationalised industries
and discovered at high levels in the salary structure ‘‘pay differentials between

different levels of management suddenly become very much compressed”? This
characteristic is congruent with the previous analysis of this section, owing to
the institutional constraints on the highest paid groups in the public sector.
As the NBPI noted, “the public undertaking reflects the traditional characteris-
tics of the public service, one of whichis that financial rewards at the top are
not outstandingly high”.® .

1Exceptional salaries’ were also instituted for the chairman and
Board

members of the
British Steel Corporationin 1967.

First Report from the Select Committee on Nationalised Industries Session 1967/68,
Vol. 1, paragraph 303.

3op. cit., paragraph 304.
top. cit., paragraph 306,

’The Select Committee concluded ‘to put it bluntly, the State cannot afford to manage its
public industries on the cheap. There is too much at stake.’ op. cit., paragraph 308.

SNBPI Report No. 107, Top Salaries in the Private Sector and Nationalised Industries,
Cmnd. 3970, March 1969, page ii.

Top. cit., paragraph 77.
Sap. cit., paragraph.82.
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78. Unfortunately, in trying to resolve this difficulty the NBPI put forward
a compromise argument, which avoided the main point at issue. On the one

hand, they contended that “‘no system of evaluation can provide a fully objective
comparison of jobs.. we cannot rest

pay
on any such uncertain basis of job

comparisons,”but then it is. asserted, “‘save in the most exceptional circum-
stances when it is considered essential to recruit a particular individual, any
attempt in the public sector to match pay in the private sector might push up
pay still further in the latter, and thus magnify

the problems of the public
sector at a later date’”.1 There are two major implications from this line of
argument. Firstly if it is impossible to use job evaluation as a means of com-
parison it must be difficult to ascertain the existence of “exceptional circum-
stances” which justify the special treatment of ‘“‘a particular individual.”
Secondly, it could be argued that unless an attempt is made to match public
and private sector salaries, this in itself could “magnify the problems of the
public sector at a later date’.

79, The NBPI concluded that comparison with pay in the private sector,
should not be regarded as the primary criterion. “We consider rather that
pay within the nationalised industries should be designed to induce men to
accept higher responsibility, without at the same time creating problems of
retention and recruitment of suitable personnel.”? The method by which such a
structure could be implemented were not elucidated, however, and it is apparent
that concrete principles have yet to emerge.

80. The history of remuneration for Chairnien and Board members of
nationalised industries is again indicative of the contiigency of maintaining
a static salary structure during a period of substantial economic and social
change. Part of the problem may be a recognition of the “question whether
public opinion would tolerate such (comparable) salaries being paid to men
whom most people regard as being public servants.”* This

argument
has lost

most of its potency in a period when personal salaries and‘ ‘special salaries”above the normal rate have becomé an accepted phenomenon.”

81. With the onset of nationalisation it was inevitable that the distinction
between the civil service and private industry should become blurred and as a
result part of the difficulty is “due to the much lower remuneration paid to
Ministers, top civil servants, judges and other people of great ability and
experience.” This ignores the undoubted qualitative demarcation between the
civil service and the nationalised industries, and the use of comparison within
the public sector may be ultimately more deleterious than comparison with
private industry. The criteria of performance of Board members are prima
facie more identifiable namely the economic efficiency

of their enterprises.
Similar criteria do not necessarily apply to the civil service and elsewherein the

public sector. A reliance on linking salaries of groups within the public sector
carries the risk of the whole public sector becoming geared to top private
salaries. In other words, there are strong grounds for

treating
Board members

on
a
different basis from the other sectors.

lop. cit., paragraph 83.

2op. cit., paragraph 4,
3W. A. Robson, Nationalised Industry and Public

Ownership,
page 232.

Sop. cit.,page 232.
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Conclusions
82. The clear indication from this historical survey is that interdependenceof salary structures between the four groups is almost entirely a post-war

phenomenon and the general acceptance of horizontal relativities! has resulted
from the expediency of convenience rather than logical design. There is con-
siderable evidence to suggest that institutional inertia contributed towards
distortion of salary structures at an early date, so that salaries for all groups
within the public sector have hardly ever been commensurate with overall
movements in the economic and social structure.

83. The absence of a suitable means of adjustment to exogenous change
strengthened thé reliance on social convention and tradition as the main
structural determinants. Such a dependence simply magnified the difficulties
of reform, owing to an intrinsic Parliamentary and Ministerial tendency to
resist change. The implicit danger of using customary relationships may be
illustrated by examining the way in which the salaries of the Chairmen and
Board members are initially determined.

84. .The Chorley Committee contended that a change in the salary structure
of the Higher Civil Service was already overdue in 1939; and the increases
awardedin 1946 should only be regarded as an interim step towards long-term
reform. On the other hand, the salary level of Chairmen and Board members
was calculatedin relation to the existing current levels in the Higher Civil
Service. If the salary levels of the latter, in a longer perspective, were regarded
as being too low, there are a priori grounds for assuming that Chairmen and
Board members were underpaid from the outset. In addition once the inter-
dependence of the various elements within the public sector became accepted,
the possibilities of rectifying the imbalance receded.

85. The drawbacks of wage determination using a static notion of structural
relationships were not so apparent in the period before 1945 because the process
of overall structural change was slow-moving, especially during the inter-war

- depression. This did not preyent the emergence of structural anomalies and it
has been argued the exigencies of pre-Keynesian economic thinking created
difficulties, especiallyin the highest ranks of the Civil Service, the Judiciary
and the Armed Forces.

86. The post-war economic situation, however, highlighted the disad-
vantages of such a procedure. In a period of rapid structural changes,
exemplified. by increasing levels of inflation, the lack of an effective mechanism
of adjustment meant that any thoughts of long-term reform were subsumed by
the short-run needs of simply “catching-up”. Unfortunately, this process is
self-perpetuating because of backward and forward linkages with the private
sector as well as within the public sector, so that pay rises based on increases in
the salaries of people in other occupations are in themselves inflationary. The
idea of inflation as an inherently reinforcing process leads to pessimistic con-
clusions about its control.

87. In addition, it could be argued that successive attempts by the Govern-
ment to restrain the over rapid growth of prices and incomes have introduced a
variety of new distortions, in addition to the long standing problems which all

1Interim Report on Top Salaries, op. cit. ‘paragraph 2.
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the Royal Commissions have hadto take into account. In relation to the
emergence of prices and incomes constraint, the main feature of Government
policy has been the attempt to restrain pay. levels in the public sector, especially
for manual workersin nationalised industries. The resulting dilemma of having
to adopt a similar policy for Top ‘Salaried employees merely enhances the
difficulty of enacting long-term structural reform.

88, On the other hand, the lessons of history show that the lack of under-
lying principles and a reliance on short. term amelioration have been major
stumbling blocks to any progress towards long-term reform. The Government,
as a major employer of manpower within the economy, is in an ideal position
to provide guidelines in this situation, especially, through such instruments as
the Top Salaries Review Body.
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APPENDIX H

REPORT OF A STUDY TO COMPARE THE DGREE OF. JOB
INSECURITY IN THE PRIVATE AND PUBLIC SECTORS

By Mr. D..H. FULCHER an. Mr. A. F. L. BOWLEY
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Note: This study was carriéd out between July and December 1972 by
Mr. D. H. Fulcher, D.S.C., until 1970 an Under Secretary in the

Department of Health and Social ‘Security, and by Mr.. A. F. L.
Bowley, T.D., until 1970 Head.of the Salary Policyand Staff Conditions.
section of ICI.

Introduction
1. The purpose of the study was to examine the comparative degree of job

insecurity in the top salaries field (taken as appointments attracting pay in

excess of £6,000 a year) as between the private and ‘public sectors, including
differences in approach to compensation for premature retirement. and the
possibilities of alternative work. In assessing levels of remuneration, the im-
portance may be argued of taking into account the relative degree of security.
between public sector employment and elsewhere—and. such argument .com-

monly assumes that a significantly higher proportion of senior jobs are at. risk
in the private sector, whether as 4 result of inergers or in the moré extreme cases

the collapse of an enterprise. Consequently, a factual study, if it could produce
mote than generalities, could be expected to offér important assistance to the

Review Body in assessing appropriate salary levels for those within its compass.

2. ‘Before the study was launched; it had already been decided that:a general
survey of practice and ‘policy in. the private sector would be impractical, not
only ‘because of the sheer size of the undertaking and. of a natural reluctance to

_ provide detailed statistics in this field, but also because. the existence of an

imprecise area falling between dismissal and early retirement would mean that a
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misleading and highly dubious picture would result from the amalgamation of
statistics, produced without exact agreement on definitions and obtained from
a large and diverse number of sources. It had therefore been concluded that the
more promising course would be to seek information on outside policy and
practice by means of industrial case studies—supported by the views and
experience of some senior peoplein the public sector, and of institutions in-
volved:in. the

problems
iin both the sectors concerned. The study team entirely

accepted this view.

3. The selected organisations in private and: nationalised industry were first
approached by Lord Boyle on our behalf: others were approached by theOME
Directorate or by the study team themselves. There was no refusal of an inter-
view and help, and it was obvious in all cases that those we saw in the firms and
organisations had gone to considerable trouble to brief themselves, $o as to
provide us with interesting, frank and useful discussions. We are more than
grateful to them.

4. The study team followed up the initial approach by sending named
individuals in the organisations a list of ten areas for discussion—writing to do
this a few weeks in advance of the meeting. A copy of this list appears at AnnexA. The interviews, each lasting for about two hours, began in July and continued.
at the rate of about two a week until November 1972. There were 26 such
interviews in all.

5. Confidentiality had been guaranteed in the correspondence preceding
each interview, and at the start of every such meeting was again emphasised,
both as regards the information given to the study team and the fact that the
organisation was among those included in the study. We had expected this
pledge of confidentiality to be important—and so it proved. Certainly without
it we could not have expected the productive and informative discussions which
took place everywhere we went. Plainly thereis widespread interest in the sub-
ject of our enquiry, revealing as it did differing views on a number of major
aspects.

6. Our report is presented in two parts—the first dealing with the private
sector, and the second with the public sector. For this purpose, we have grouped
the detailed questions set out in Annex A into principal areas for discussion,
to avoid the overspill between individual questions which would otherwise have
been inevitable and which was indeed an unavoidable feature of the frank and
open ended discussions on which we must rely for our conclusions.

I THE PRIVATE SECTOR
7. Our initial.search for published information about the extent of job

insecurity in the private sector led us to various documents issued by organisa-
tions such as the British Institute ofManagement, and the Institute ofPersonnel
Management. These provided nelpful material, although much of it was more
specifically concerned with aspects of job insecurity, such as redundancy terms
and new career possibilities, than with job insecurity itself. Nor. was it con-
centrated. on the very senior levels of employment with which our project was
concerned. And some of the studies were out of date, at least for our purpose,
because the extent of insecurity can be a rapidly changing factor not only
nationally but more particularly within certain industries. At least the published
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matérial suggested’ a common view that the trend over the last few years to
mergers of companies, and to rationalisation within them, had: increased
awareness of redundancy risks.and.problems—-and, this awareness was generally

. apparent during all the interviews we had.

8.' Such awareness is entirely: understandable. Given a situation in which
there is cause to woiry about job insecurity, it could be argued that there is

plenty to worty about. The senior executive can have children still at school or
university andwith his other commitments is likely. to assume that redundancy
would be a financialcatastrophe. Hé may well moreover have been practically.
married to his company as well as to his wife and have had little or no time to
gather a wide circle of friends other than his business contacts, On redundancy,
these contacts. and interests may rapidly be lost, together with prestige and sense
of purpose, and thereis a risk that he might deteriorate even to the extent of
not being able.to get another worthwhile job. Butgiven that shipwreck can be
a disaster, what are its chances of happening, and what are the prospects of
rescue? To, seek answers to this central question, we started by testing the
attitudé and concern of seniorstaff about

redundancy.

The attitude of senior staff towards and extent of theirconcern about redundancy
9. .The answers to any questions put under this heading depended to a

_
substantial extent on the company, and more especially on the industry, pro-
viding them. Redundancy and job insecurity were obviously words now said
out loud and most interviews had’ not very far progressed without references

being made to the cdllapse of Rolls-Royce, making the obvious point that, if
this great organisation could prove unsafe, where was safet¥ to be found.
This commonly led on to the suggestion thatan increasingnumber of competent
and ambitious people no longer saw their careers as a steady advance through
the ranks of the company which would adequately look after them from school
or university to retirement—instead they contemplated promotion to higher
responsibilities and rewards through:a succession ofjobswitli various companies,
with their loyalty to any one firm being overtaken at least to some extent by'a
loyalty towards a profession, or towards a technical or managerial discipline.
We would regard this: as a. significant development in an age of increasing
technology and expertise, although it is impossible to express it in terms. of
percentages or numbers. There certainly was ready agreement with the sug-
gestion that mergers and take-over bids couldincrease job. insecurity, as could
internal re-organisation or the imposition of a new management style.

10. Much of this could, however, havé been written without undertaking~
any interviews at all, and, when such generalisations are tested against the
actual situation in a number of companies, a far more complex picture can
emerge. So much is relative—for example, some companies Claimed little or no
redundancy or early retirement and then produced statistics indicating that as

many people left before the normal retirement age as served to it. Othercom-
panies made the: opposite claim, similarly out of keeping with the figures. And
yet the statistics themselves can be suspect—if only for thé reason—there are

others—that, human nature being what it is, the real cause of dismissal might
well be masked by: comforting phrases designed not to wound.

11. It is difficult and probably quite unrealistic to list in any valid order of
priority the factors contributing to job insecurity: a wide variety of possibilities.
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emerged in discussions but they cannot be added together and applied even to
an industry, let alone to an individual company.

12. Mergers and take-overs were certainly most frequently mentioned: as
presenting the risk of staff reduction, and of subsequent redundancies, after
completion of the re-grouping, due to incompatibility in a different but still
close-knit team. And yet there were those who saw mergers in a different light
and did not regard them as an unmixed curse~on the argument that a smaller
unit could do well to get under the safer umbrella of a larger organisation, with
job security. increased and more openings and positions created.

13. Almost as frequentmention was made of the risks to jobs, presented. by
internal company re-organisation and rationalisation. There was general
agreement that such manpower slimming exercises had been widespread over
recent years, and must be expécted to go on as a continuing process ofmanage-
ment survey. There was in fact some frank admission that some prosperous
companies could well have been overmanned in lush conditions so that when
chill winds blew they pruned back hard and it would hardly console staff so
made redundant to tell them that the organisation should not have got into
such a condition in the first place. Even so, it seems fair to say that the major
impact of this potential insecurity factor is probably now spent, and that con-
cern on this account may well be switching to worry about job prospects and
satisfaction, as opposed to fear of losing the job altogether.

14. The third important factor was that job security could depend as
much on the fortunes in the industry in which a company was engaged as on
the fortunes of the individual company itself. Loss of trade in one or other
section of the economy could itself create the merger or re-organisation situa-
tions, and risks that, within a company, the whole or part of a major operatingunit could be closed down. And there could well be new factors contributing
to such loss of trade—such as issues of technology, and of pollution and the
environment recently brought to the surface and into the limelight by articulate
groups of people and as a result of a growing awareness and concern among
the community as a whole.

15. The fourth main factor which we had expected to emerge was the
strain and stress presumed to be associated with senior appointments, and so
leading to a number of enforced: premature retirements due, in popular terms,
to running out of steam. This proved to be a discussion topic, allied with the
concept that such stress could be increased by more complex operational
techniques, greater management sophistication, and the problems which could
be.presented in modern industrial relations. Even so, we almost had to put these
words into the mouths of most respondents to get them said—and they were
usually dismissed with the view that people who emerge at the top tended to
be tough, competent and self-confident. We were frequently told that senior
executives of this calibre did not worry to any great extent about job security—
and for that matter neéd not worry—feeling with some justification that evenif they did have to leave a company they would be capable of finding an
equivalent job.

16. It is easier to list these principal perils than to quantify them. It would
be idle to pretend that they have had no effect on the attitude of senior staff to
job security—certainly such people now concern themselves more than in the
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past with such matters as service agreements, periods of notice, redundancy
terms, effect of inflation on pensions, and risks of take-over.

17. And yet there is much to be said on the credit side. General experiences
of internal restructuring and organisation have inmany areas been completed in
their more dramatic forms, and on-going management surveys do not normally
create risks to job security to anything like the same extent. Admittedly, the
pace ofmergers and take-overs shows little or no:sign of slowing down. But the
attitude of management has undoubtedly changed, in the sense that there is
more and increasing awareness of responsibility towards staff who may. be
affected, with greater sympathy, concern, and recognition of the human element.
Overall, we gained the impression that there simply did not exist a general
situation of a widespread group of worried people, but there were inevitably
pockets of worried people, in areas of industry where profits were marginal and
losses not unknown. And the real division within an industry is probably between
large and small companies. The former are obviously far more able to absorb
redundancies in one part of the organisation by sideways transfers to other
sections: in a merger situation, they are more likely to be the bidder rather
than the bid for: internal re-organisation and projections of staff requirements
can more effectively be matched. And some small companies can be especially
at risk when most of what they produce goes to a large company buying out
components—divorce of a comfortable marriage of this kind can be traumatic
in its effect.

18. Setting this aside, together with the uncertainties of many merger
situations in which there could be substantial (but nowadays better provided for)
casualties and equally substantial opportunities, the truth of the matter in our
view is that for the most senior executives, there are large areas of the private
sector where job security has stabilised and is good. As good, indeed, as in the
public sector. We were in this connection impressed by one respondent who
said that the trouble was that industrial managers commonly felt that they must
‘be less secure than if they were in the public sector, emphasisingin their outlook
the difference as they saw it between profit motives and production targets on
the one hand anda less quantifiable job at comparable levels in the civil service,
at any rate, on the other. Such an attitude of mind may. well-not reflect the
facts, andis unlikely to be changed by any

attempted
comparative statistics

about job security.

Compensation for redundancy and premature retirement

19. We discovered an extreme variety of treatment of compensation for
redundancy and premature retirement in the private sector. Some companies
(mainly small) give the minimum notice to which the senior executive is
entitled and the minimum lump sum payment as detailed. in the Redundancy
Payments Act. (The State scheme is. based on years of service, varying from half
a week’s payment per year of service at the youngest ages to 14 weeks at the
oldest ages. There is a sérvice limit of 20 years and an annual salary limit of
£2,080—in other words, 30 week’s pay at £40 per week is the absolutemaximum).

20. At the other end of the scale some companies award on an ex-gratia
basis up to 23 years’ salary (ormoré):as a lump sum (such payments are taxable
over £5,000). Additionally, contractual periods of notice are extended and
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pensions are enhanced, rather than reduced for actuarial reasons, so that up
to 2/3rds of final year’s salary is paid.

21. In between these two extremes a number of companies provided
reduced pensions, but did not apply the full actuarial reduction for premature
retirement; and also awarded lump sum payments of about 18 months’ salary
for senior redundant executives with long service.

22. In general, large companies have become more generous in their treat-
ment of redundancies in recent years as the problem has increased. A number
have done so on ethical grounds, when it is felt that redundancy or premature
retirement has not been the fault of the individual who has given really valuable
service over a life-time; additionally such companies wish to maintain their
reputation as good employers as well as to bolster up the morale of the senior
executives remaining,

23. Such companies are becoming more sophisticated in their selection
processes and in their projections of career structure, age distribution andman-
power. It is possible that, as time goes on, they may not be willing (or able) to
continue to provide redundancy payments on an equally generous scale.

24, Other companiés (and these may include those who offer less security
of tenure) are-unable to offer generous redundancy terms due to lack of funds
and because their pension funds, some of which have been inherited or taken
over, are inadequate. Such companies cannot afford “inflation-proofing” of
pensions either on an ex-gratia or contractual basis, Normal retirement ages
varied between 60, 62, 63 and 65 and it was clear that companies with lower
retirement ages were financially better able to cope with generous early retire-
ment schemes—for the obvious reason that retirement at say age 57 leaves only
3 years of uncompleted service to cater for if the normal pension age is 60,
instead of an 8 years gap if the normal age is 65. There was a tendency towards
reducing the normal retirement age for senior executives below 65, and some
companies stated that average retirement ages for such staff were now as low
as 58/59.

25. It is very unusual in the private sector for special compensation/
premature retirement terms to be published. If there were, it might allay some
of the fears of senior staff about the possibility of redundancy, but it would
remove from senior management the flexibility they like to exercise in order
that specially generous terms can be awarded to the most deserving people,
instead of the available jam being spread thinly over all and sundry.

26. We discovered no positive correlation between generous redundancy
terms and insecurity of tenure. In fact there are some signs that there may be an
inverse correlation in that it is some of the small hire-and-fire companies in an
unstable market who give the minimum notice and redundancy terms required
by statute.

Possibilities of alternative work and assistance in obtaining it
27, This heading covers another area where definitive statistics are not

available. It was felt that senior staff up to age 57, who were redundant or had
been retired early and had family commitments, invariably sought paid employ-
ment for economic reasons in order to maintain a reasonable, if not com-
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parable, standard of living. Some of those over age 57, who had received a
good pension and lump sum, were more interested in an occupation either paid
or unpaid, than: in another job of similar status and salary.

28. The reputation ofmany of thecompanies we saw was such that many
redundant senior staff, who had reached high office, managed to obtain reason-
able employment. If, however, trade had deteriorated on a national or world
wide basis in a certain product, then there were no vacancies available for those
who had specialised in it. Many of these companies in addition to a generous
length of notice and personal recommendations helped redundant staff by
paying for counselling advice with specialist agencies who provided a service
for redundant staff. One company mentioned that of those who wanted further
employment, one third got comparable jobs, one third lesser jobs, and one
third had the greatest difficulty in getting any job at all.

29. Such specialist agencies and others, who counselled redundant senior
staff and sometimes put them in direct touch with prospective. employers,
tended to deal with those staff who found the greatest difficulty in finding
employment. It was mentioned that the difficulty was in inverse ratio to the
importance of the previous job, with the redundant managing director finding
the greatest difficulty. A rough formula quoted was that it takes one month
per £1,000 of former salary to find other suitable employment. We were also .

advised that ifmen in good health had geographical flexibility, salary flexibility
and occupational flexibility, they could normally get a job even at age 55.
Some however at this age were naturally not prepared to dig up all their roots
and start afresh in a new locality, at a lower salary and in a different occupation.

Influence of insecurity on salary levels
30: When companies were asked if their senior salary levels in genéral

contained any element which reflected a payment for job insecurity their first
answer was almost always in the negative. A few of them however on further
consideration of thé question said that in paying the market rate for senior
jobs there could be an unconscious elemenit for insecurity. Only ore company
felt that because it was operating in such a tough and insecure industry, market
rates must inevitably contain an (unquantifiable) element for insecurity.

31. Although it is clear that in industry and commerce as a whole there is
|

no general additional payment for insecurity, we did note some exceptions to
this rule. Certain jobs—e.g. fashion editor, investment manager, civil engineer-
ing contract manager—were mentioned as being known to be particularly
insecure and were highly rewarded partly for that reason. Again it was pointed
out that, because of their hire-and-fire mentality, a few companies (not seen by
us) had to pay highly to attract seriior staff. Thirdly there were special situations,
such as short-term contracts or during a progressive closing down of a project
or process, when staffhad to be compensated highly because of the near certainty
of impending unémployment.

32. Some respondents pointed out the paradox that job security would be
at a minimum in a declining organisation, which would simply not have the
money to pay high salaries to compensate for insecurity. Conversely it could be
argued that it is the prosperous sections of industry with near total job security,
which produce the highest salary rates and where the only real risk is the merger/
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take-over Situation. In fact a consultancy firm well known in the job evaluation
field has stated that in 1972 the highest paying companies tend to be those in
which:

a. wage and salary costs are a relatively low proportion of total costs,
and

b. there is a high technical skill content allied to a stable or growing
market.

33. Higher salary levels therefore do not seem to provide a general answer
to the problem of job insecurity either in practice or theory. A more effective
solution which was mentioned by a few of our respondents (and has our own
support) is that the remuneration package as a whole should be considered to
include compensation terms payable for redundancy or enforced early retire-
ment. Indeed, it would seem quite unjustifiable to pay everybody higher salaries
because some of them might suffer enforced unemployment through no fault of
their own: in other words, remuneration policy should be as generous as is
reasonably possible, with adequate “‘fail-safe” terms if and when redundancy
occurs.

It THE PUBLIC SECTOR

The civil service
34. We said earlier in our Report (paragraphs 7 and 9) that redundancy

and job insecurity were now words said out loud in the private sector, and
indeed this must be an understatement in some parts of it. They are also being
voiced in the civil service. Following the recommendations of the Fulton
Committee, a study of the arrangements for premature retirement in the Home
Civil Service and in the Diplomatic Service was carried out by the Official Side
and Staff Side of the NationalWhitley Council, and a new agreement concluded.
Inter alia, this provided for retirement in the public interest, or on redundancy
or structural grounds, and for limited efficiency. This agreement is only a year
or so old and it is far too early to measure its effects, in terms of statistics.
Certainly those we have been able to obtain, reflecting the position prior to the
agreement, indicate virtually no enforced premature retirement among senior
officers in the Home Civil Service, which in general can cope with redundancy
situations by sideways transfer. So that the merger/take-over situation neither
effectively translates to the civil service nor would create the same problems
(or opportunities) as in industry.

35. Even so, the Fulton recommendations and the agreement subsequently
concluded on terms for premature retirement, itself somewhat widened in scope,
have in our view created something of a feeling that job security in the Higher
Civil Service is lessening, and with this would go some regret, not only for the
obvious reason that a safe job had perhaps become less safe, but also because

job security leads to considerable independence of outlook and advice. Against
all this it might be argued that, if civil service recruitment of administrators,
together with promotion policy and procedure, were in fact more effective,
better planned at least in the long-term, and more impartially carried out than
in the private sector, the result could be Jess wastage at the top, cértainly on

efficiency grounds and even on redundancy grounds, the pyramid consequently
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being better shaped and more painstakingly built up. The underlying assump-
tion here is a large one. but probably not without a show of reason. In any
event and whatever may be the extent of a feelingthat, post-Fulton, job security
in the Higher Civil Service has decreased, we consider that such security con-
tinues to be as good as anything to be foundin the private sector, and better
than much of it.

36. This however applies only to the Home Civil Service. Elsewhere there
is oie major exception-—thé Diplomatic Service. The reasons for this are not
hard to find. The mérging in 1968 of the Foreign Office and the Commonwealth
Office reduced the number oftop jobs, at a time when the post-war bulge in
recruitment was penetrating into the most senior ranks. Apart from this, the
Diploinatic Service had been decliningin size, and the Homé Civil Service.
solution of transfer elsewhere'inWhitehallismoredifficult for senior diplomats.
And the Diplomatic Service always has to live with problems of “postability”,
either due to medical reasons or because an officer’s background experience had
been too narrow or specialised for an emerging vacancy, or had been in the
“wrong part of the world’’. Job insecurity is therefore greater in thé Diplomatic
Service than in the Home Civil Service—not excessively greater but in our view
significantly so. There is however no salary difference-between the two Services.

37. As to compensation tetms, those contained in the new agreeiient
mentionedin paragraph 34—-which are published—stand comparison With the
terms offered bymajor industrial companies—which are normally not published.We necessarily make this comment in a general way, because detailed examina-
tion and appraisal of one set of redundancy payments against another can in-
volve assumptions, the exercise ofoptions, and complex actuarial considerations.

The armed forces
38. The Top Salaries-Review Body is concérned with officers of at least

“2-star” rank—Rear Admirals, Major Generals and Air Vice-Maishals—and
above, and it.is on such senior officers and their career and retirement prospects
that we have concentrated. Given operational and military requirements, the
career pattern of the Services, in comiparison with civilian practice. in industry
and indeed elsewherein the public sector, tends to providea relatively slow
progression to-mid-career, with promotion to Commandér/Lieutenant Colonel/
Wing Commander usually taking place within a couple of years each side of
age-40. Then follows rélatively rapid progress for thosé who continueto advance
in rank. Promotion to ‘‘2-star” rank usually takes place from age 47 onwards,
with the average age for this in recent years being about 50: Since the formal
retiring age varies by Service from 55 to 60, the tenure in this and higher ranks
may’ be relatively short, and in many cases amount to only about one tour of
duty (say three years) or at the most two in the final rank achieved.

39. The conclusion to be drawn from this brief summary of a fairly com-
plex situation—complex in the sense that it can vary by Service and by Branch
of the Service—must be that once an officer ‘reaches ‘‘2-star” rank, on average
at the age’of 50, he faces considerable job insecurity thereafter. He might serve
one tour ofduty and be retired at age 53. He might instead be promoted aid
continue to serve another tour beyond this age—followed again by rétirement
or advancement. The pattern, taking the Army as an éxample, was that in
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. 1971/72 the average age on exit was 55 for Major Generals, 57 for Lieutenant
Generals and 60 for Generals. So the uncertainty is real, notwithstanding the
fact that such officers can normally rely on at least 6 months’ notice ofwhat will
happen when a tour of duty ends.

40. Service pay provides no element for this insecurity—either at these
very senior levels or lower down. The “‘X” factor which pay contains reflects
a serviceman’s exposure to danger, discipline, total commitment to the Service,
and frequent uprooting. Insecurity is not in the list. On the other hand, the
officers with whom we are concerned retire on immediate pension (assessed by
rank and length of service) with a terminal grant of three times the annual pen-
sion rate. This disregards redundancy schemes—such as those of 1957 and 1967
—since there is no permanent redundancy scheme in existence for the armed
forces, and such schemes which are from time to time declared are essentially
designed for officers below ‘‘2-star’’ rank. Any exceptions made to this rule are
so infrequent as not to affect our general appraisal of the situation.

_41. Resettlement of retired officers in civilian émployment is in practice a
combined effort between the Ministry of Defence, the Department of Em-
ployment, the Professional and Executive Recruitment Service and a number of
voluntary associations plus private efforts, for example through personal con-
tacts, made by the officers themselves. The subject of resettlement has been
researched in considerable depth and reported on at considerable length, most
recently in a “Report of the Officers Resettlement Survey 1970”, issued in
January 1972, and following a similar survey in 1968. This 1972 Report, running
to nearly 300 pages, was based on a survey questionnaire sent to most of the
officers who left the Armed Services during 1968 and 1969, of whom some
70 per cent responded. Analyses by rank put together as the most senior group
all those of Colonel (and the Royal Navy and RAF equivalents) and above,
and so do not deal separately with the very senior ranks with whom we are
concerned. Using the survey’s definition of the most senior officers, a number
of géneral statements can be made.

42. Some 94 per cent of such senior officers wanted other employment on
retirement from the Services. In general, they started looking for it during their
last 6 months of service—successfully so, for about half of them. For the rest,
the average placement time was 6 months. Of the total numbers, less than 9 per
cent had failed to find another job by the end of their first year of retirement.
About half the occupations obtained were concerned with administration and
personnel work. The average salary was £2,500—a 1968/69 figure. There was in
fact very little long-term unemployment among those who really wanted work.
The conclusion must be that, notwithstanding the marked uncertainties of
tenure for senior officers in their fifties, prospects of other employment, when
this is wanted after retirement, are indeed good.

The nationalised industries

43. As far as the nationalised industries are concerned, the Top Salaries
Review Body makes recommendations on the remuneration of the Chairmen
and members of their Boards only. As part’ of this project, however, our dis-
cussions with the two organisations, which we visited, included senior executives
in the over £6,000 salary group on the same basis as in the private sector. It is
after all from this group that most Board members will in future be recruited.
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44. As far as job insecurity for senior executives is concerned the real

comparison is between one industry and another and it is almost irrelevant
whether it is in. the public or private sector: Job insecurity was somewhat

greater in oné organisation which we visited than in the othér. The underlying
reasons for this can be ascribed to the different dates of formation and the fact
that one of them was more subjected to both national and international com-

petition in selling and marketing its products.

45. Themain difference in job security between the nationalised and private
sectors of industry is at Board level. Nationalised Board appointments are for a

limited period (3 or 5 years were quoted) and there is no guarantee of renewal
or roll-over period stating what leiigth of notice has to be given. Ministers do
not have to give reasons for not renewing a contract. Additionally the blaze of
publicity to which Board members of all nationalised industries are liable to

bé-subjected can also give rise to a feeling of greater insecurity.

‘46. Prospects of alternative employment were similar to thosé in large-
scale industry in the private sector. In one case. compénsation for premature
retirement was very similar to the civil service scheme except that there was more
room for management discretion. In the other, compensation was less generous
_and there was no inflation proofing of the pension fund.

Judiciary
47. As far as job sécurity is concerned, the members of the judiciary are in

a specially favourable position; the Higher Judiciary hold office subject to good
behaviour and can only be.removed at the request of both Houses ofParliament;
the Lower Judiciary hold office for life but may be removed by the Lord
Chancellor for inability or misbehaviour. The normal retirement age for the

Higher Judiciary is 70 and for the Lower Judiciary 65, but-the former may
continue-to serve until 75 and the latter until 72. :

Im CONCLUSION
48. The main conclusion which we drew from our study is that it would be

quite wrong to consider the problem in black and white terms—namely that,
as regards job security among senior staff, the public sector is safe and the

private sectot is dangerous. Contrary perhaps to popular belief-and the over-

simplification which can so ‘easily go with it, each has its own areas in which
such security is good, and other areas in which insecurity is a real factor. Ina
general way, one could say that there is appreciably more safety to be found
in. some parts of the public sector than outside it, even though the private sector
is probably now over the worst of redundancy situations. But this is the sort of
statement which means nothing to senior staff threatened by job insecurity
and it certairily in no way helps in any appraisal of pay. Nor could we find any
adequate evidence that compénsation for insecurity was provided in salary
rates, and it was even suggested to us that really insecure top jobs were com-
monly to be found in the smaller firms ofuncertain viability which would hardly
have the financial resources to pay enhanced salaries. Undoubtedly there is _

increasing awareness of the problems of these prematurely retired and a better

appreciation of the social as well as the financial issues involved. And in our
view the most prevalent attitude now is to consider the whole remuneration
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package—pay,. fringe benefits, pensions, retirement gratuties and redundancy
terms—on the argument that what really matters in a potentially insecure
situationis the whole financial treatment of those whomight become redundant,
and their-prospects. of re-employment..
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10.

ANNEX A

MAIN TOPICS FOR DISCUSSION:

What is the attitude of senior staff (salary over say £6,000) to-the pos-
sibility of redundancy or involuntary early retirement: is there a marked
degree of concern about it?
If so, are the fears associated with take-over/mergers, with prospective
internal reorgahisation and/or reductions in manpower, with inability to
keep up with modern technology or the pressures and mental strain of
top jobs?Or are there other reasons?

Have topmanagers on the way up had to live to an abnormal degree with
the possibility ofweeding out or dismissal? If not, to what.degree?
Have there been significant changes in job insecurity in the last 5-10
years? Is the situation likely to improve or worsen in the future?
If senior staff become redundant or retire early do they seek alternative
suitable further employment.and, if so, do most of them obtain it?
Are statistics available, or (if not) could they be obtained, showing the
proportion of senior staff who become redundant or retire early and for
what reasons (including ill health)? Are there any significant differences
between senior staff and top management in the incidence of job
insecurity? ‘
Does. the incidence’of job insecurity have an influence on salary levels?
What is the pensionable age? Is there any special treatment to encourage
“voluntary” early retirement?

What special financial compensation is given for redundancy or early
retirement (for example, limp sum payments and treatment of pen-
sionable service) both at senior levels and at the highest levels?
Is assistance provided in obtaining further employment?
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COMPARISONS WITH SALARIES AND TAX RATES IN EEC COUNTRIES i

‘ APPENDIX J
TABLE 1.

— COMPARISONS OF GROSS SALARIES,ALLOWANCES AND
DEDUCTIONS

IN SELECTED PUBLIC SERVICES IN THE UNITED KINGDOM, BELGIUM, FRANCE,
TAIN,

THE ETHERLANDS ANDWEST GERMANY, (a) SEPTEMBER 1973

UNITED KINGDOM

_ CivilService Army | Magistrature
:

NationalisedTadustry

:

Permanent Secretary Deputy Secretary Under Secretary General (4*) Lieutenant General (3*) Major General (2*) High Court Judge Circuit Judge Chairman, Group-A
=

j ~
_ _ —

£ £ £ £ £ £
, £ £ £ £

Basic salary ... 16,000 10,750 8,500 14,500 11,000 9,000
|

16,000 10,000 8,600 22,750

Allowances: {

:

Child allowance 47 47 47 47 47 47 j 47 47 47 47

Deductions:
|

--

National Insurance 50 50 50 50 50 50 } 50 50 50 50
Graduated NI Pension Scheme 97 97 97 97 97 97

|

97 97 97
_

97

Gross salary before tax 15,900 10,650 8,400 14,400 10,900 8,900
|

15,900 9,900 8,500 22,650

BELGIUM

Secrétaire Général Généra
“Inenectear

Géné ler Prés. Cour Prés, Cour TribunalSecrétaire Général Directeur Général
Inspectear

Général Lieutenant Général Général Major
de Cassation Appel @Arrondissement

Frs £ Frs £ Frs £ Frs £. Frs £ Fs, £ Frs £ Ers ;

Basic salary (b) 900,000 (9,000) 800,000 (8,000) 700,000 (7,000) 900,000 (9,000) 800,000 (8,000) 1,120,000 (11,200) 940,000 (9,400) 632,000 (6,320)

Actual salary (b) 1,054,530 (10,545) 937,360 (89,374) 820,190 (8,202) 1,054,530 (10,545) 937,360 (9,374) 1,312;304 (13,123) 1,101,398 (11,014 740,514 (7,405)

Allowances:
i

Uniform allowance 6,400 (64) 6,400 (64)
|

Military expenses allowance ... 21,090 (211) 21,090 (211)
Dailymission allowance Actual expenses or ‘ad hoc’ fixed sum

|

Deductions:
Health insurance 6,912 (69) 6,912 (69) 6,912 (69) 6,912 (69) 6,912 (69) 6,912 (69) 6,912 (69) 6,912 (69)
Widows and orphans fund 68,544 (685) 60,928 (609) 53,312 (533) ‘ 68,544 (685) 60,928 (609) 85,300 (853) 71,590 (716) 48,133 (481)

Gross salary before tax 979,074 (9,791) 869,520 (8,695) 759,966 (7,600) 1,006,564 (10,066) 397,010 (8,970) 1,220,092 (12,201) 1,022,896 (10,229) 685,469 (6,855)

FRANCE

sng -ecteur Géné

C

Général
(4)

Général de Général de ler Prés. Cour ler Prés. Cour
Directeur

Général. E. Directeur Général.
B.

Directeur Général. C. Général (d) Division ©) Brigade () de Cassation ‘Appel
Fre Fre ES Frei (itsiE Frs £ Fr ti(‘ié Frs £ Frs £ Frs £

Basicsalary ... 96,510 (8,541) 90,165 (7,979)
”

83,956 (7,430) 94,395 (8,331) 90,165 (7,979) 73,245 (6,482) 114,135 (10,100) 102,855 (9,102)

Allowances:
Special allowance (c) 13,802 (1,218) 13,802 (1,221) 13,802 (1,221)
Residence allowance 14,476 (1,281) 13,525 1,197) 12,593 d,114 14,160 (4,250) 13,525 (1,197) 10,987 (972) 17,120 1,515) 15,428 (1,365)
Family allowance 2,887 (255) 2,887 (255) 2,887 (255) 4,061 (59) 4,061 (359) 4,061 (359) 12,887 (255) 2,887 (255)

Deductions:
|

Social security 1,372 (121) 1,328 (118) 1,159 (102)
Pension fund 5,791 (512) 5,410 (479) 5,037 (446) 5,664 (500) 5,410 (479) 4,395 (389) 6,848 (606) 6.171 (546)

Gross salary before tax 108,082 (9,565) 101,167 (8,952) 94,399 (8,353) 119,382 (10,537) 114,815 (10,160) 96,541 (8,543) 127,294 (11,264) 114,999 (40,176)
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APPENDIX J (continued)
ITALY

Civil Service
, ,

Army Magistrature Nationalised Industry

State General
General Manager Lieutenant Maior Président, Court Counsellor Court Judge or State Railways

Prefect, Chief ofPolice (formerly Dir. General) | General General
qf

Cassation ofAppeal
canivalent

. Director
General

Lire £ Lire £ Lire £ Lire | £ "Lire £ Lire
| Lire £ Lire £

Basicsalary ... wee | 12,540,000 (8,360) 10,200,000 (6,800) 6027,000 (4,018) 5,453,700 (3,636) 15,810,000 (10,540) 8,760,000 (5,780) 7,650,000 (5,100) 12,540,000 (8,360)

_
Allowances:

.

Cost ofLiving allowance we 374,400 (250) 374,400 (250) 374,400 (250) 374,400 (250) 374,400 (250) 374,400 (250) 374,400 (250) 374,400 (250)

Child allowance 260,160 (173) 260,160 (173) 260,160 (173) 260,160 (173) 260,160 (473) 260,160 (173) 260,160 (173) 260,160 (173)

13 month bonus 1,045;000 (697) 850,000 (567) 502,250 (335) 454,475 (303) 1,317,500 (878) 722,500 (482) 637,500 (425) 1,045,000 (697)

Military allowance... 719,760 (520) 690,720 (460)

Special allowance (f) ... 1,260,000 (840) 1,260,000 (840)

Deductions:
: .

Pensionfund ... eer 682,539 (455) 560,859 G74) - 441,771 (295) 407,686 (272) 852,579 (568) 481,299 G21) 428,259 (286) 682,539 (455)

Gross earnings before tax ... «a. | 13,537,021 (9,025) 11,123,701 (7,416) 8,761,809 (5,841) 8,085,769 (5,390) 16,909,481 (11,273) 9,545,761 (6,364) 8,493,801 (5,662) 13,537,021 (9,025)

THENETHERLANDS

Secretary General Direkteur Direkteur President President Judge
or Director General A B General

Lieutent General General Majoor Hoge Raad Gerechtshoven Rechtbank

. Fis £ Fis £
_

Fis Fis
8

£ |

Fis £ Fis Fis £ Fis
|

Bs £
Basicsalary ... 82,812 (12,360) 72,852 (10;873) Sys 66,876 (9;981) 105,900 (15,806) 91,512 (13,659) 82,812 (12,360) 118,392 (17,670) 87,204 (13,016) 72,852 (10,873)

Allowances: .

Sickness allowance... wee 800 (119) 800 (119) 800 (119) 800 (119) 800 (119) 800 (119) 800 (119) 800 (119) 800 (119)

Travel allowance 480 (72) 480 (72) 480 (72) 480 (72) 480 (72) 480 (72) 480 (72) 480 (72) 480 (72)

Child allowance(g)_... 770 (115) 770 (115) 710 (115) 710 (11sy 710 (115) 710 (115) 710 (115) 710 (415) 7710 (115)

Holiday allowance ae ae 6,216 (928) 5,460 (815) 5,016 (749) 7,944 (1,186) 6,864 (1,024) 6,216 (928) 85880 (1,325) 6,540 (976) 5,460 (815)

Deductions:
.

Pension fund (including widows :

and orphans fund) ... 8,436 (1,259) 7,908 (1,180) 7,164 (1,069) 12;036 (1,796) 10,260 (1,531) 8,436 (1,259) 13,644 (2,036) 9,720 (1,451) 7,908 (1,180)

Gross earnings beforetax ... ... 82,642 (12,335) 72,454 (10,814) 66,778 (9,967) 103,858 (15,502) 90,166 (13,458) 82,642 (12,335) 115,678 (17,265) 86,074 (12,847) 72,454 (10,814)
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APPENDIX J (continued)
WEST GERMANY

Civil Service Army Magistiature "Nationalised Industry
.

'
Vorsitzende

Direktor des Ministerial General General General President des Richter bei Richter an
Bundesrates Direktor Leutnant Major Bundesgerichtshofes einem Obersten Bundesgerichten

.
.

|
Bundesgericht

. DM £ DM £ DM ¢£ DM £- DM £ DM £ DM £ DM £

Basic salaty ... 87,526 (12,328)
|

87,526 (12,328) 92,033 (12,962): 73,283 (10,322) 65,002 (9,155) 92,033 (12,962) 68,697 (9;676) 61,459 (8,656)

Allowances:
‘ :

|

,

Special supplementary allow- :

ance ... 9,160 (1,290) 9,160 (1,290) 9,160 (1,290) 9,160. (1,290) 9,160 (1,290) 9,160 (1,290) 9,160 (1,290) 9,160 (1,290)
Residence allowance ... 7,410 (1,044)

|

7,410 (1,044) 7,410 (1,044) 7,410 (1,044) 7,410. (1,044) 7,410 (1,044) 7,410 (1,044)
°

7,410 (1,044)
Child allowance - 1,261 (177) 1,261 (177) 1,261 (177) 1,261 a77 1,261 azn 1,261 (77) 1,261 (177) 1,261 (177)

Deductions:
‘Health insurance 1,950 (275) 1,950 (275) 1,950 (275) 1,950 (275) 1,950 (275) 1,950 (275) 1,950 (275) 1,950 (275)

Gross salary before tax 103,407 (14,564) 107,307 (14,564) 215,221 (15,198) 89,164 (12,558) 80,883 (11,391) 107,914 (15,198) 84,578 (11,912) 77,340 (10,892)
- j

(a) The exchange rates used were as at September 1973:

£=100Belgian francs
£=11.33 French francs

£=1500 Italian lire

£=6.7Dutch florins

£=7.1DM
(b) Salary scales have not changed since 1.4.1972. Actual salary is the basic plus five cost-of-living increases, the most recent

being 1.9.1973.

(c) Allowance for professional qualification.

(d) Estimated from data provided.

(e) Calculations ofmiddle of the scale remunerations of generals ofbrigade (2*) and generals ofdivision (3* to 5*)

(f) Maximum paid to officerswith at least 12 years operative service.

(g) This is estimated from the previous report as no figure was given.
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TABLE 2

Top management remuneration for selected posts in UK, Belgiim, France, Italy, The Netherlands and West Germany at end December 1973

Firms with. turnover United Kingdom Belgium France Italy . The Netherlands West Germany

Lire
Under £10m 1 £ BF £ Frs £ 000s £. FL £ DM

ChiefExecutive .. 14,200
~

| 17,400 1,740,000 18,900 213,000 15,900 23,800 16,700 112,000 19,400 138,000
(managing director) (100) (123): . “| (433) (112) (118) (137)
Deputy ChiefExecutive .. 10,800 12,100 1,210,000 14,500 163,000 } 11,300 17,000 12;800- 86,000 14,700 104,000

: (100) (112) . (133) (104) (118) (135)
Top Manufactufing 9,000 10,500 1,050,000 12,200 138,000 9,900 14,800 10,200 68,000 10,200 72,000
Executive (100) (117) (136) (110) (114) - (413). -,

.

Between £10m-£100m .

ChiefExecutive .. 1 22,500 - 28,000 2,800,000. 29,500 333,000 |, 22,700 . 34,000 25,600 172,000 29,700 |“aii 000
(managing director) (100) (124) (101) (114) (132)
Deputy ChiefExecutive .. |: 16,700 18,400 1,840,000 22,600 255,000 18,000 27,000 |

19,800 132,000 ,} 21,400 152,000
(100) (110) . (135) *(108) (118) (128) ms

Top Manufacturing 12,700
‘|

15,700-' 1,570,000 18,200 206,000 | 14,600 22,000 15,300 103,000 16,100 115,000
Executive ~

|. (100) (i24). (143) (115) (120) (127)

Source: Management Céntre Europe, Brussels
Notes: Figuresin brackets are percentages relative to UK. , sO,

Exchange rates used at September 1973 (in linewithother tables
i
inAppendix J).

£1=100 Belgian Francs£1 =11.3 French.Francs
£1 =1,500 Lire
£1=6.7Dutch Florins’
£1=7.1DM

Salaries are based on regression analysés-from 1973 surveys in each country, with projections:to end:1973 for cost of living and budgeted merit
increases. The samplingmethod.is not known completely, and the-information.may. not be fully representative. The numbers ofposts in each country
are relatively small (Chiefexécutives, 73 to 128; Deputy chiefexecutives, 10-to 56; andTopmianufacturitig éxecitives, 41 to 94).
The turnover ranges shown are approximate conversions from dollar ranges $1-25m and $25-200m,
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TABLE 3

Effective (a) and marginal (b).rates of tax for married couples (income all éarned) for the
United Kingdom, Belgium, France, Italy, The Netherlands.and West Germany

United Kingdom(c) ; Belgium(¢) France(e) Italy(/) Netherlands(g) West Germany(/1)

Gross income | Effective | Marginal || Effective | Marginal | Effective |Marginal | Effective Marginal | Effective |Marginal | Effective |Marginal
before tax rate of

|

rate of rateof
|

rate of rateof | rate of rate of rate of rate of tate of rate of rate of
tax tax tax tax tax tax tax tax tax tax tax tax

E % % % %
|

% % % % | %
|

% %
8,000 30.8 | 43.6 28.3 43.3 17.7 28.5 21.7 | 29.0 31.4 52.7 27.2 47.0
10,000

|

35.2 53.1 31.9 46.2 19.9 28.5 23.7 31.6 37,1 ° 59.6 30.9 46.0
12,000 39.0 58.

|
34.9 - 49.6 21.9 32.3 25.4 4 33.7 41,4 63.1 33.9 48.8

15,000, 44.0 63.7 38.3 52.25 24.7 35.6
|

26.5 35.3 46,3 66.0 37.4 51.3
20,000 1 50.3 | 69.2 41.8

J
52:25 27.4 35.6 |

30.7 . 40.8 52.0 . 68.9 41.7 54.3
25,000 55.1 74,2 44.8 56.7 30.0 40.5 33.4 44.4 55.7 70.4 44.7 56.6

: Source: Inland Revenue
(a) Average tax paid-onwhole income. .

(6) Average tax paid on additional income between one level and the previous one,
(c) Relating to 1973/74 tax year. The higher personal allowance (married man) of£775 has been deducted from the gross income.
(2)BF100=£1. Based on 1973 rates: surcharge for local authorities ignored.
(e) F11.3=£1. Based on latest rates, those for year of income 1972.

(f) L1,500=£1. Local income tax (Family Tax) ignored. Latest income tax rates used.

(g) 6.7 Fi=£1. Year of income 1973. .
.

(4) DM7.1 =£1. Based on latest rates (1973) including existing 3 per cent surcharge and proposed 10 per cent surcharge, where applicable.

General Notes relating to (d), (e), (F), (2), and (h): (1) A deduction has been given in the computations for compulsory social security contributions, to the éxtent
that such a deduction is allowed.

(2) A deduction has been given for any statutory minimum expenses, allowance, earned income relief etc.



APPENDIX K'* -

OME SURVEY.
OFEARNINGSAT THE BAR

Scope of the Survey. |
oO

1. In July and August 1972, the Officeof.ManpowerEconomies

0

on,

1

behalfof
the Top Salaries Review Body carried out a survey of earnings at the Barsin

,

England andWales, Scotland and Northern Ireland. The survey.was designed .to
give information about the. professional earnings of those practising barristers
whose standing falls within the bracket fromwhich appointments

to theJudiciary
are made.An analysis of theageand length of sérvice of judges, and their ‘age
and seniority on appointment is attached as an annex to this Appendix.

2. ‘The survey was thereforé restricted -to practising barristers of 15-44
years’ standing, or those called to ‘their respectiveBars between June 1928 and
June 1957. In England and Wales, and in Northern Iréland, the survey-covered
both QCsand Junior Counsel butin Scotland, where the survey was conducted.
on behalf of the Office by theFaculty ofAdvoéates, QCs only were covered. The
questionnairewhich was used for the survey in England and Wales, and in
Northern Ireland, asked for information on gross practice earnings, other pro-
fessional earnings, and expenses allowed for tax;with theexception ofexpenses,
similar information was. obtainedin Scotland. Barristers were asked to report
their earnings on the normal basis used forpurposes of income tax. This is
usually on a cash basis and-not on an earnings basis. It.is estimated by the.Bar
Council that cash payments. lag about, ie? years behind the actual earnings towhich they are related.

Response to the Survey
—

3. Table 1 shows that the overall response, excluding refusals and iincom-
plete returns, was 44 per cent in England and Wales (50 per cent for QCs and
42 per cent for Junior Counsel), 68per cent in Scotland and 35 per cent. in
Northern Ireland. Although the percentages of full-time usable returns out of
the total questionnaires issued are lower, the above ‘percentages are considered
to be closer to the actual response rate of full-tiine practising barristers in the

scope of the survey because of the inclusion of some part-time practitioners
among both respondents

and non-respondents..
As explainedin the footnotes to

the table, the response is expressed in terms of those who are now QCs or
Junior Counsel, but for: the purposeof the, analysis of earnings 74 QCs (62in
England and Wales, 9 in’ Scotland and.3 in Northern Ireland) who took silk
during or since the period to which -their.earnings relate have been included with
the Junior Counsel because it was considered important that the analysis of the
earnings attributed to the QCs should exclude any .earnings before they had
taken silk,’ Of these, about 30 (24in.England and Wales) are estimated to have
taken silkduring the period covered by. their earnings and the remainder after
that period. In making this estimate a delay between. earnings and payments of
upto2yearshasbeenassumed. Las
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Make-up of earnings
4. Table 2 shows that other professional earnings are generally only a

small percentage of gross practice earnings, the highest percentage being for
Scottish barristers where it amounts.to nearly 10 per cent. Expenses allowed for
tax, on the other hand, are very substantial and amount to about a quarter of
gross earnings: those of JuniorCounsel are slightly higher than those of QCs.
Expenses are, however, iowerim NorthernIreland thanin England and Wales.
These substantial amounts of expenses account for a large part of the difference
betweenwhat are often believed to be the earningsof barristers and ‘the’

net

figurespublishéd by the Toland Revenue.
.

Analysesby seniority, age
and

ranges
of

¢

earnings
|

5. Tables 3, 4and5 analyse earnings of full-time barristersin England and

Wales by yearsffro call to theBar, by age, andin ranges of earnings respec-
tively. In each’ case,Table A analyses BOSS practice earnings, and Table B net
professional earnings. Tables A and in all cases tell a broadly similar story
except that, .of course, the net professional earnings are at a lower level. The
figures for Scotland and Northern Ireland have been excluded from

Tables
3-5

because-of the small
numbers

involved.

"6. The dnalyses ‘by year since call to'the Bar (Table 3) andby age (T.able 4)
also show somewhat similar features to each other. The analyses relate to
1970-71 sincethatis the year conitnon to all the, returns covered by the survey.
(The footnote to Table 2 shows the numbers providing data for both 1969-70
and 1970-71 and’for both 1970-71 and 1971-72 respectively). In Table 3, the
basis.of.analysis

i
is the years from call to the Bar up to 1970 as thatis the date

to which earnings relate, although the sample
was based on seniority in 1972.

Table 3 shows, that numbers called to the Barin 1939-1945'were‘small and that
practice earnings tend to fall off among Junior Counsel after 21 years seniority,
partly because many of those with higher earnings take silk. Table 4 shows that

among QCs thereis relatively little variation by age. The average seniority
of

Junior Counsel iin the surveywas 19 years
and that ofQCs 23 years.

‘7. Themain-difference between the analyses by age and those by seniority is
that the gap for the war years does not.exist, presumably because most of those
who would otherwise have. been: called to the Bar-but for thewar resumed their
careers afterwards: The patterns of earnings are similar, except that Junior
Counsel aged -over .65,

though
claiming to be full-time,

fardly
appear to be

earning
ona full-time basis..

8. The gross practice éarnings in 1970-714in Table 5A show. 17 QCs and 11

Junior Counselin England andWales earning £20,000-or more’a year and 6 QCs
and 2 Junior Counsel earning £25;000-or more, but Table 5B shows that, on a
net earnings basis, Only 13 QCs and 5 Junior Counsel earned £17,500 or

more,and 6 QCs:and 1 Junior Counsel earned:£20,
000 ormore. .

Changes
iin earnings 1969-70to1971-72

9. Table 6analyses changesin the paired data on earnings, based on the

numbers shownin the footnote to. Table 2. These percentages are combined to
give the percentages in the last column over the ‘2 years together. InEngland

and
Wales there was a much bigger rise in earnings of Junior Counselin the second
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year thanin the first year. Expenses:of Junior Counsel; however, rose much more
slowly and, therefore, net earnings. more steeply than gross earnings in both
periods; for QCs, expenses

‘and net earnings kept more in pace with the rise in

gross earnings.

Distribution of. earnings in
n

thie inain‘age groups. .

10. A comparison ofTables B and C of the annex shows that appointments
from the Bar to all three groups ofthe judiciary are much more concentrated:by
age'than by seniority from first call to the Bar, which-suggeststhat-age-is a more
critical factorin-selection:thair seniority:Table Bvof.:the-annéx ‘shows+that the’
dnain age-groups- from which appointments weremade-are.50-59for High Court
Judges and Circuit Judges (average Agés onappointment ‘55 and’ 54 respectively)
and45454 for’

Metropolitan iMagistrates Saystaige
age! ‘on “appointment

woe
In

PURE be Fo cet a

Since nearly.all appointments
;to the HighCourtwere from QCs and to the other

two groups from Junior Counsel, the distributionofearnifigs ofQCs aged50-59"
‘and ‘JiiniorCounsel aged 50-59: and-45~S4:have been analysed:to:show earnings
in the three main fields from which appointments from the Bar.tothe three

Brincipal
sroups of the judiciary réspéctivelyweremade.

°

‘Th. “Table7°‘shows’ the net:professional”earhings'in:1970-71 by:tanges for
these. three groups of barristers. togéther with the meédian “earnings, upper
quartile,and -highest, decile: (c,e..the 50th, 25th and. 10th percentile earnings from.
the top.in a ranking order). The table also shows theeffect of updating the earn-
ings to 1971-72, based on the average increases in net professional earnings of
those: barristers (60 per cent of Junior Counsel and 70 per cent of QCs) who
provided information for both 1970-71 and 1971-72. It will be seen that the

_
median earnings, and to a lesser extent the highest percentile earnings, of Junior.
Counsel aged 50-59 are Iower,than those, of Junior Counsel aged 45-54, despite
the overlapbetween these.groups. Presumably:this

i
ds--mairily,because the.-younger

Junior Counsel aged .45-49 include.more, of. those who later become QCs. or
Circuit Judges than the older

group aged35-595:
-even

though: n
more QCs

are
appointed before

‘the:age
‘oF

45.
OF a a

Appointments to the judiciary
12. -An annual average of33 barristers took silk and 6 High Court Judges

were appointedin: the five years up to 1972 which indicated a proportion of | in

just over 5 or 18 per cent, of QCs becoming High Court Judges. For Circuit
Judges, the annual average number appointed over the same period was 16, or
about 12 from the 50-59 age band. The. annual supply of full-time Junior
Counselin that age band before appointment to the judiciaryis more difficult to
assess butis estimated from the survey of earnings to be very roughly about 30,
which suggests that, allowing. for a few appointments of solicitors, nearly 40

per cent of those who were Junior Counsel at the age of 50 became Circuit
Judges. For Metropolitan Magistrates, the number of appointments averaged
only 2 a year in the five years up to 1972, and the proportion was.correspondingly
verymuch smaller.



Table

3A

3B

4A

5A
5B

og
Q
o
>

toy hoe, fe bors,

Response to the Survey”. a '

Makeup ofeamings:in 1970-71 offull-time;‘barristers iin the:UniitedKingdom .
“Numbers and average:gross: practicearnings-offull-time.barristersin England: and
Walesin 1970-7] by. ranges |ofyearssince call to theBar :

Numbers.and averagenet professional earnings of full-time barristers iin England and
Walesin 1970-71 by ranges ofyears since calltotheBar’‘ .°'*
Numbers and) average ‘gross ‘practice|earnings of

full-time bairisters
i
in

England and- Wales.in 1970=71 by.rangesofyears ofagée. 9:

Numbers and averagé nét professional.€arnings: of.fulltime:
bairisters

iin
England

and
Walesin 1970-71, byTangesofyearsufage.. |.

Distribution of gross practice earnings of full-time barristers.in England and,Wales
i

in
1970-71,
Distribution of net professional earnings of full-time barristers

i
in England.and Walesin 1970-71.

Average earnings. and avérage percentage changesin_gross practice earnings and net
professional earnings 1969-70 to 1970-71, 1970-71 to 1971-72 afd 1969-70 to 1971-72
Distribution of net professional edrnings of full-titne barristersin England and Wales
in ‘thé main‘agé groups from which

appointments ‘to
the Judiciaty-are made 1970-71

. and
imputed

for 1971-72:

Annex

Table
Analyses ofage and length

ofservice of theasi.Septeriiber'1971
All judges: ‘Percentage distribution

iin
tangésrotages

. Ail judges: Percentage distribution in
1

ranges ‘of years from first
call to the Bar to‘ appointment-to various levels of the Jucidiary,.- wet

Lord Justices ofAppeal: Percentage.distribution iin rangesoF years of service as High
Court Judge



TABLe 1

(a) Includes 34 refusals and 11 incomplete replies.
(8) Deceased, retired, earnings at theBarminimal, only recently returned to practice, etc.

In analysing earnings, the data for 74 (62 England and Wales, 9 Scotland and 3 N
Ireland) of the Queen’s Counsel earniigs are included with Junior Counsel, because earnings
are on a payments basis‘and therefore relate to earnings accruing } to 2 years earlier; conse-
quently, Queen’s Counsel who had taken silk less than this period before the period covered by
their earnings would have had part or the whole of their earnings as Junior Counsel. It was
considered important that the earnings for Queen’s Counsel should exclude any cases where
part of the earnings were as Junior Counsel.

. 153

. Response tothe Survey ‘

‘| -Number-|.- No «+ Replies.. -
‘ of ques- | reply or

tionnaires|incomplete | Outof Usable returas Total
sent out | returns:(a) | scope (6) returns1 + out of

Full-time|
Part-time| scope (cols

3 to 5)

@
1.@ (3) (4). (5) ©

Junior Counsel (c) . .
England andWales No. 815 415 51 267

|

22 340
“ (100) 68) (6) (33) QB). (42)

- NorthernIreland No. 6 4 _ 2 _— 2
%‘| (100) (67)

-

_— (33) , > (33)

Queen's Counsel (c) : .

England and Wales No.| 276 137 9 118 -12- 139
% (100) (50) . 3) (43) (4) (30)

Scotland. No. 34 Il —_ 22 I 23
% (100) (32) (65) Q3) (68)

NorthernIreland No.j- .. 17 11 6 _
1 6

. (100) (65) => (35) (35)

TOTAL . .
:

England andWales No.}, ‘1,091 612 60 385 34 479” (100) (56) (6) 35) (3) (44)
Northern Ireland No. 23 15 _— g 8

(100) (65) _ (35) - (35)

, Source: OME Survey



Make-up of earnings in"1970-71(a)
of full-time

barristers i
in the

TABLE 2

United Kingdom .

. Net
profes-

Gross Other Total | Expenses] sional- Number | practice gross gross allowed | earnings
earnings | profes- | earnings | for tax under

sional
. Schedules

earnings D&E
£ £ £ £ £

Junior Counsel
,

@)
England andWales 329 9,324 210 9,534 | 2,680 6,854

In London 179 9,699 181 9,880 2,746 7,134
Outside London 150 8,877 244 9,121 2,600 6,521

Scotland a 6,424 1. 1,126 |}. 7,550 Not available'
Northern Ireland 5 9,7712 36 . 9,808 1;592

Queen’s Counsel
England andWales 56 17,516 495 18,011 4,438 13,573

In London " 48 17,245 - 385 17,630 4,237 13,393
Outside London 8 19,147 1,152 20,299 5,642 14,657

Scotland 13 8,596 503 9,099 Not available
Northern Ireland 3 10,336 83 10,419 934 |. 9,485

TOTAL ‘ .
.

England andWales 385 10,516 251 10,767 2,935 7,832
. InLondon 227 11,295 224 11,519 3062. 8,457
Outside London 158 9,397 290 9,687 2,754 6,933

* Scotland 22 71,707 758 8,465 Not available
Northern Ireland 8 9,984 54 10,038 1,346 8,692

,

Source: OME Surveya The-periods covered bythe
returns

were as follows:—

England
and

Wales
Scotland

Northern Ireland

IC 1969-70 and
and

1970-71 1970-71 ad
1971-72

QC 16 "40
JC
Oc Y 12
Jc 1 4
Qc _— 3

(b) If 24 QCs who took silk during the period of accrual of their earnings were excluded
the average net earnings would be reduced by £424 to £6,430.

154



SS
I

*

TABLE3A
Numbers and

average.
gross practie earnitigs:of full-time |

barristers
iin England and

Wales
iin 1970-71.

by ranges:
ofyears sine gall to

the Bar

Years since call to. the Bar(in: 1970). .: _
| Average

[13-15 | 16-18 19-21 "22-24 28-27 28-30 31-33 34-36 | 37-39 All years | period

me, ety oe Years
Junior Counsel No. - 82°.) . LOL. 76 “38 |. 6.1. 22 |... 16°] 5 }°. 3 | 329 19.0

£ 8;799. | 10,093 | .10,275. 8,267
|
10,418 4,996 |. 5,883 4,762, , 13,740, . 9,324

Queen’s Counsel No. |: 3 | 8 22 —| 4 3 3° 56 | 23.2
£17,750 225071: 15,762. 17,179 wmf 37138].13,267,| 19,963 | 17,516

Total nese. Nov} "85 5 10% fo > 89. fe 2 -20, |,
B be 6 |

|
385 19.6

£ 9,115 “10,973 11,077
J

11,535 | 10,418 4,996 "9.134 7,951 16,852 10,516.

Source: OME Survey

:
tow

'
TABLE 3B

Numbers and. average net proféssional'ea
earnings

of
full-time barristers iinBgl and Wales iin 1970-71

by
ranges of’years since:call to the Bar:

Yeats since call to. the Bar (in 1970)

| af 16-18 |} 19-21
“| 22-24 | 25:27 ||

28-30. | 31-33 | 34-36 |. 37-39 |; ~Allyears.

Junior Counsel No.|: 82 , 108 76 38 6 2 ie { |
5 3 | 329~

| 7,504, | 7,694 | 5,888"
|

8,586 |: 3,763 4,299| 33,031 10,526 6,854
Queen’s: Counsel No.|} 3047 BO “130 |. 22; — “4 : 3 5G +

_ _ }, 14,098 |17,099 | 12,387
|

13,016 — | 14,167 | 10,369 15,283
13,573

Total Nowfen, 85:4, 4 109,-f 4 60.1 . 6] 20 6 | 385‘
£ 6,547 "|" 8,208" | °8,379'

|”
'8;502 8,586 | 3,763 |'-- 6,273 |" 5,783 |12,904" |» 7,832

Source: OME Survey
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“TABLE 4A: -

- Numbers:and average. gross: practice earnings of full-time barristers'in Englnd:andWales.in 1970-71 by ranges ofyears of age

Years of-age . vd
—— =

—
: -

Average ageUnder40 |, 40-44 45-49 a 50-54 55-59 . 60-64 65 and over Al ages
|

- oe Years
Junior Counsel No.|, 33 126 89 37) 2 15 6 329 46:6
' £ ‘9,273 9,978 -

10,070 8,786. "6,109 8,449' | (2,656. 9,324:

Queen’s Counsel, NO. — 6 ‘16 19- 8: 4 3 56 31.8
£0

71° 20,952 16,381~ | 15,894 21,676 | 13;780- |
+ -20,863- -}--27,516--;-

Total No.
|

33. | 132 J: 105} 56 3i°
|

- 49 "Fg" 385 |=" “48.6
£ 9:273

*

10,476 411,031 11,198. 10;126 9,571 8,725. 10,516 ino

‘
Source: OME Survey

vee

AB
Numbersand average net professiénal earnings: of full-time. barristers in-England and Wales in 1970-71 by ranges:of years of ‘age

~Years of age .

Under 40 |.. 40-44 45-49. 50-54 55-39 60-64 | 65 and over
|.
Allages .

Junior Counsel "No, 33 “126 89 37 "15° 6
|

329:
. ws 6,562. 7,270-. 7,620 6,549 4,441 6,101 | 1,400 6,854,

Queen’s Counsel No} |. -6 "16 . 19
Me

ol 4 3 56— 16,323 12,867 -| 12,470 |, 15,472. | 11,510 16,516 13,573

Total .. ... Nol .- 33
| 432.

|

05 an to
Se £ |. 6,562" [7,681 "8,420 | 8/558 |. 27,288 ~ 7,240 6438 4 ol. 79832.

Source: OME ‘Survey



Distribution of gross practice earnings of full-time barristers in Englarid arid Wales in 1970-71

TABLE 5A

£ thousands

Range of earnings . .

Under’ £2.5 | £5.0
|
£7.5

| £10.0| 12.5 |£15.0 |--¢17.5
| £20.0.| £22.5 |. £25.0-| £30.0 | £35.0

£2.5. but under : or Total
| £5.0 |

£7.5 | £10.0|.£12.5| £15.0 | £17.5
|
£20.0.| £22.5 |

£25.0 | £30.0
|
£35.0 } more

Junior Counsel No.|’ 14 | 39 73
|

65 63 33
|

17 9 8 i 2 ~ - 329
% (4 (12) J (24°; (20) } (19) | “(i0) (5) (3) | .(2) (0) (1) ~ © (100)

Queen’s Counsel No} -.
[|

1 | .4 4 8 6 10 6 7 4 2 1 3 56

©) |@ (1) | a4 7 a) | as) 7 ay) | a) | @ a4 | @ () | (00)

Total No.} 14 40
|

82 69 7m
=|

39° 27 15 is 5 4 1 3 385
% (4) (10) (21) | (8) |] (8) 7-0). |

@® 4) (4) (1) () (0) () (100)

jos Source: OME Survey
LA
~~]

. TABLE 5B
» Distribution of gross practice earnings of full-time barristers.in England and Wales in 1970-71

. £ thousands
Range of earnings

Under | £2.5 | £5.0 | £7.5 | 10.0 | 212.5| £15.60 | 17.5 | £20.0| 222.5 |
£25.0 | £30.0 | £35.0

£2.5 , but under- . or Total
£5.0 | £7.5 | £10.0 | £12.5 | £15.0 | £17°5 | 620.0 | £22.5 | £25.0 | £30.0 | £35.0 | more

Junior Counsel No.| 30 88 80 74 28 14
|

10 | 4 1° - | - - - 329
% (9) (27) (24) (23) 9) |. 4). (3) © |, © Oo

| O oO (100)

Queen’s Counsel No.| 4--| 4 4. |. 12- 6
|

to | 6. 4 | 1 - 2 56
% 2) M

|

@® (21)
|

G83
|
@) | a2) 4

|
@® 2) ¢) 4) (100)

Total .. Nod 31°] 92 7] 84 86 24:) 06
fo 1. 1 - 2 385

"

% (8) (24) (22) (22) | 9 (6) (4) (3) (1) (0)
|

©) © (1) (100)

Note: (0)=less than half of one percent Source; OME Survey
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no TABLE-6
:
Average ‘earnings and ‘average percentage changesin gross pratice ernings and net

professional earnings 1969-70to:1970-71, 1970-71
to

1971-72 and
1969-70 to

1971-72

‘| Average earnings (paired returns)
Peroentage

changes @
- .

1969-70 1970-71 1969-700). to.
1969-70 | 1970-71]) 1970-71 | 1971-72), 1970-71 1971-72. 19Ti—727 £ -£.- £ -£ |

% | & %
Grosspractice » Lp :

,

earnings -

Junior oe .

England and Walés| 9,582 | 10,350 8;621 | 10,253 10.8 20.3° 33,3
Scotland 6,965 5,750 6,617 6,520
Northern Ireland

|

5,580 7,875 || 10,246 | 12,802
Queen’s Counsel
England andWales} 15,998 | 18,399 || 16,638 | 19,965 17.6 21.4 42.8
Scotland’ . “5,118

|°

6;251 8,791
| 9,364 jp ..

|
12.67

Northern Treland |

— ff

10,336 | 12,158

Netprofessional . ‘

earnings .
7

;

Junior Counsel :

43.3.England andWales| _ 7,122 7,637
|| 6,313, ] .7,640 14.8 25.4

__
Northern Ireland 4.530 6,357-|| 8,681 | 10,(873

_ Quéen’s Counsel
England and Wales 12,412 | 14,437 || 12,773. | 15,585 16.5 |

° 23.2 )° 43.5 |

Northern Ireland _— — "9,485" | 11,196
»

:

Source: OME Survey

(a)Percentages ‘are not shown where thenumbers (shownit: footnote (a) to Table 2).are
less than 10.

(6) Based on linking the percentage changes for annual pairs ofdata.



‘Distribution ofnet ‘professional, earnings of full-time barristers
iin Englandand Walesin the main age_ TABLE 7

groups
from which appointments to the judiciary are

made
1970-71 and imputed for 1971-72

Lower limit of range of net earnings
©

to. : All «””
|

Upper* |Highest
£O- |. £2,500- |. £5,000- | £7,500- |’ £10,000-1£12,500-. | £15,000— | £17,500—|£20,000- | ranges ||Median | quartile | decile

Queen's Counsel
Aged 50-59 years No. 1 2. 2 | 7 5 3 _ 5 - 2

|

27 10,318 | 17,836 | 19,681
~% | 4 7) 7) “|

(26) (19) (11) —- (19) (7) | 400) .

Junior Counsel . :
:

Aged 50-59 years No.| 12 22 10 8
| 2 4 2 — — 60 4,557 | 8,101 12,097

% | (20) | . G7) ay ; a3 7. @
|.
@ .G) (—) (—) | (100) ,

Aged 45-54
years

No.| 9 } 33 30
|

30
|

ji
|.)

65 5 2 1 126
II 6,775 9,253 | 13,080

% | (Ht (26). (24) (24) @ (1) | (100)

Applying the average percentage changes from 1970/71 to 1971 {72 as shown in the.survey the ranges and medians, upper quartiles and highest deciles become:—

— Queén’s Coutisel £0- | £3,075— | £6,150— | £9,225- | £12,300- |£15,375— | £18,450— | £21,525- }£24,600- 12,691
|

21,938 24,208
nr (Averageincrease 23 %) Aged 50-59 years
‘© Junior Counsel £0— | £3,125 | £6,250- | £9,375- | £12,500- |£15,625- £18,750- £21,875— |£25,000- -

, 5,36" 10.126
| 15,121

‘ ‘

ei
—54 years(Average increase 25%) :

. 8,469"
|

11,566
|

16,350

*Actual, not caiculatéd from ranges. Source: OME Survey



09
Analyses of age and length of service of the Judiciary, September 1971

All judges: Percentage distribution in ranges ofage
Annex TABLE A

Ranges of age
Under 45 45-49 50-54 55-59 60-64 65-69 70 and over

| All ranges Average
(100%) | (Years)

% % % % % % % Number
Lords Justices ofAppeal _ _— , —_ 30 21 29 14 66
High Court Judge 3 10 23 29 26 9 69 61
Circuit Judge —_ 6 13 26 25 24 6 175 60
Metropolitan Magistrate 3 12 9 27 33 12 3 33 . 58

All judges: Percentage distribution in ranges ofage onfirst appointment TABLE B
- . Ranges of age on appointment .

Under 45 45-49 50-54 55-59 60-64 65 and over All ranges Average
(100%) (Years):

:

% mA |
% % % Number

* Lords Justices ofAppeal — _— 7 7 ST 2 14 62
High ‘Court Judge _ 12 30 44 14 _— 69 55
Circuit Judge - 3 14 * 38 34 10 1 175 54
Metropolitan Magistrate 12 33 39 15 _— _ 33 50

All judges: Percentage distribution in ranges ofyearsfromfirst call to theBar to appointment to various levels ofthe Judiciary TABLE C
Ranges of years from first call to the Bar to appointment to various levels

of the Judiciary
Under 17 17-19 20-24 25-29 30-34 35-39 40-45 AlL ranges Average

(100%) (Years)
% % % % % % Number

Lords Justices ofAppeal _ —
—_ —_ 14 50 36 14 38

High Court Judge _ _— 20 26 . 32 19 3 69 30
Circuit Judge 1 6 26 26 28 10 2 175 28
Metropolitan Magistrate 15 9 24 36 15 —_ —_ 33 24

Lords Justices ofAppeal: Percentage distribution in ranges ofyearsofservice asHigh Court Judge TABLED

Ranges of length of service as 4 High Court Judge
1-3 4-6 7-9 10-12 13 and over All ranges Average

. . (100%) (Years)
yO OKO % Number

Lords Justices of Appeal 7° 50 . 29 . -7 14 9

‘Sourcé: 1972 Law ListNote: The above tables exclude the-Lord Chief Justice ofEngland and thé Master of the Roils.



APPENDIXL
OME

SURVEY
OF TOP SALARIES |

Scope and purpose
1. The Office of Manpower “Economics on behalf of the Top Salaries

RéviewBodycarriedout a survey of salaries of-top management in-private and
nationalised industries between September 1971 (the final date to which the
previous OME survey related) and September 1973. In addition, the survey was
designed to gather information on the main superannuation arrangements and:
other benefits (7.e. the total remuneration package). As before, the Confederation
ofBritish Industrywas consulted about théform of the survey,‘and the question-
naire was addressed to the respondents to ‘tlie 1971 survey and those others who
had ‘indicated their willingness to takepartin a further exercise.

Sample and response
2. The response, both of. firms andposts covered iin the analysis,iis shown

below:
: TaBLeA

Response to the Survey
,

Posts covered .
No. of |Out | Usable —

question-| of {response Deputy | Main } Senior
naires |scope| tothe |Chair-] chair- |Board| execu- |Total
sent out| (a) | survey |men |men |mem-| tives

bers

Private industry
Cominercial and industrial
Assets: -

£1,250m and over 3 3 3 4 4 32 43
£250m but under£1,250m{ 18 16 ll JO } 417 209 347
£50m but under £250m 59 2 45 38 38 258 421 755
£10m but under £50m 81 7 47 32 33 182 367 614
Under £10m 36 3 23 12 17 | 82 | -138 249

Total .217 12 134 96 102 643 {1,167 {2,008
Financial 21 . 14 8. 14° 63 | 85 170

Total 238 12. | 148(b) | 104 116 706 |1,252 12,178

Nationalised industry
(Full-time posts)

©

°

Assets;
£1,250m and over 3

|
5. 5 3 18 90 116

£250m but under £1,250m} 5 5 3 6 17 85
£50m but under £250m 19(c) 19 14 16 10 174 214
£10m but under £50m 3 3 1 2 3 29 35

Total 32 32 23 27 48 378 | 476
(Part-time posts ()) : :

Assets:
£1,250m and over — 2 2 4

£250m but under £1,250nq 2 —_ _ 2
£50m but under £250m 5 J _— 6
£10m but under £50m .

2 1 2 5

Total
.

9 4 17

(a) Company taken over, going through process ofreorganisation or fundamental changes in
responsibilities ofposts.’

(6) Includes 8 firms that did not submit data on pension arrangements.
(c) Includes 12AreaElectricity Boards.

@)
Excluding posts with nominal salary of £1,000 p.a. or with salary for 1 day or less per

wee
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The analysisis basedon148 returns (including a few which omitted information
on superannuation arrangements and other benefits) obtained from the 226
addressees within the scope of the survey in private industry, giving an overall:
résponse of 654 per cent. This response is.similar to that obtained in the 1971
survey, when 215 returns were obtained outof 328 addressees within scope. As
beforé, there was a complete response from the nationalised ‘industriés. The.
overall numberof

respondents
was some

30 per
cent less than Jinn the

previous
survey.

3. An indication of the.comparability of the private sector respondents’characteristicsinthe two surveys can be seen inthe following table:

TABLE B

Comparison of 1971 data for private industry in previous and presetit surveys
,

I. Distribution of 1971 salaries for all (full-time) posts surveyed

Salary plus Posts in Posts in
_
bonusrange previous survéy

—

present survey

£000 No. % No. %
Under 4 v » 191 8.5 126 6.1

4 but under 5 228 10.1 156 7.6
5 but under 6 227 10.0 178. 8.6
6 butunder7 . 221 9.8 156 7.6
7 but under 8 216 9.5 189 9.2 .

8 but under 9 192 8.5 193 9.4
9 but under 10 143 6.3 142 6.9.|

10 but under 11 150 6.6 158 7.7 -

11 but under 12 96 4.2 83 4.0
12 but under 13 101 4.5 122 5.9
13 but under 14 58 2.6 73 . 3.5
14 but under 15 53 2.3 36 2.7
15 but under 20 203 9.0 241 11.7
20 but under 25 . 82 3.6 85 ) 4.2
25 but under 30 . 51 2.2 48 2.3
30 butunder40 31 1.4 33 1.6
40 but under 50 Il , 0.5 11 0.5
50 and over : 8 0.4 9 0.4

Total 2,262 100.0 2,059 100.0

i
Average

1971 salaries, including bonus, commission and
profit sharing

Previous survey Present:‘survey
|

Capital-employed Chair-] Deputy.| Main | Senior Chair- Deputy| Main
|
Senior

men | chair- |Board |execu- | men | chair- |Board | execu-
men {mem-| tives men | mem-| tives

bers bers .

£7000 | £7000 | £000] £7000
|
£'000| £°000-} £7000 |

£000

£250m and over 43.1] 29.8 18.8 —(a)} 44.9] 32.7 | 16.8] 10.2
£10m but under.£250m 23.9 | 19.8 12.8 7.2 | 23.8] 17.7

|

12.2 7.4
Under £10m. 12.1} 11.3 8.3 35.0 | 11.4 9.6 7.3 4.4
Financial 27.21 19.6 15.3] 11.1

|

28.4
|
21.4 14.9) 12.0

(a)Not published
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The first part of the table compares the survey distributions. of posts according
to rangé of 1971 salary (inchiding borius). The distributions are broadly similar,
although the low 1973 response from smaller firms results in fewer posts with
lower salaries. The second pait of the table compares average salaries from thé
two surveys for different levels of posts and. sizes of organisation. Again the
agreement is reasonably close, although lower salaries for the smallest firms in
1973may be in part attributable to the movement of firms into the next biggest’
size group over the two year interval, in line with the growth ofnet assets. Apart
from these systematic differences, sample variations inevitably exist, but the
overall characteristics of the posts correspond fairly well.

4. The number of individual posts for which data were obtained was just
under 2,200 for ‘private industry and nearly 500 (including a few which were
part-time) from, nationalised industry, giving in total about 10 per cent fewer
posts thanin the 1971] survey. In making this comparison, it should be noted
that, in general, posts were included only’if their nature of responsibility had not
changedmaterially over a 2-year period, against the-l-year period of the earlier
survey. The’senior executives coveredwere,as before, those reporting directly to
main Boardmembers but not more thari 30 posts in total were to be included by
any company. The.questions asked included details of salary (including director’s
fee) at September 1971, 1972 and 1973, bonus (including commission or profit
sharing payments) received iin each of the years-ending September 1971, 1972 and
1973 (for private industry only), and details of superannuation contributions for
the most recent date. A second questionnaire sought information, for Board
meinbers (including chairmen and deputy chairmen) and senior executives
separately, about pénsion arrangements, share incentive schemes, provision of
cars, and loans for’‘housing and other purposes.

5, The number of firms, who provided information on pension arrange-ments, and the posts covered, were as
follows:

TaBLe'C

Numbers
‘covered by superannuation. and life assurance data

Private Industry
. ‘Nationalised Industry

Board Senior Board Senior
Members Executives Members Executives

Organis- Organis- Organis- Organis-
ations |Posts| ations |Posts} ations |Posts}| ations |Posts

Assets to
£1,250m and over 3 11. 3: 32/ 5 26 90
£250m but under £1,250m 16 138 16 2097 85 26 4 60
£50rh but under £250m 43 | 327 42 416 18 40 19 174
£10m but under.£50m |. 41-4) 207 41 328 2 6 2 29
Under £10m 21 108 18 126 _— — — =

Total ‘124
«|

791] 120 |1,111] 30 | 98
|

30 | 353
- Financial 10

|
853 li. 85 _— _ _ _

Total 134 | 876] 131 1,196} 30 | 98 | 30 | 353°

As can be.seen the overall number ofposts for which this information was provi-
ded was about 5 per cent less than that for which salary information was given.
This was due to some firms,.mainly small, not being able to supply the relevant
détails.
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Salary levels and changes
6. Medians, quartiles and the highest and lowest deciles of 1973 salaries

(including bonus) are set out in Table 1 for the different levels of post by size of
private and nationaliséd organisation. It will be seén that the salary levels of
chairmen, deputy chairmen and Board members in nationalised industry are

significantly less than those of their counterparts in comparably sized under-
takings in private industry. A similar relationship exists’in the pay of senior
executives but, other than in the largest organisations the differericeis much
smaller betweeri nationalised iridustry and private industry. Overall the average
salary is similar, but this is due to the higher proportion of smaller firms in the’
private sector. The size groupiig was based on the latest published net assets
except for companies.in the financial sector which are grouped together.

7. Table 2 shows percentage movements insalaries (including and excluding.
bonuses) between 1971 and 1973, forprivateand nationalised industries (taking
all levels of post together), classified by range of 1971 salary and bonus. The
results indicate that the higher salary levels have tended to increase much more
slowly since 1971, both in the period 197]-72 before the statutory incomes
policy was introduced and in the following year when it was in force. This con-
tinues the trend towards narrowing relative differentials shown in the two years
beforé 1971 in the last survey. In the year to September 1972, nationalised industry
salaries advanced rather more than those in private industry (as a result of
increases following the Top ‘Salaries Review Body’s report), but in the next
twelvemonths, private industry regainedmost of the leeway. The general level of
increase in private industry for 1972~73, i.é. the period mostly coinciding with
Stages 1 and 2 of the statutory incomes policy, was just under 7 per cent, or
somewhat abové £800 in mioney terms. Taking salary alone, excluding bonus,
theincrease was nearér 6 per cent, or £700. Modest increments of 5 per cent orlessin 1972-73 were prevalentin private industry only at (1971) levels above
£15,000 per annum, whereas the

corresponding nationalised industry threshold
was barely half as high. Some of the average increase above.£250 (the individual
pay limit in Stage 2) might be due to personal iricrements, and also to increases
granted in‘the last few wéeks prior to the incomes standstill of Stage 1 of the
counter-inflation policy; part may also be due to minor increases in responsi-
bility that do not amount to a “material change” (paragraph 4 above).

Date of last: increase
8. Table 3 shows the date of the last salary increase prior to the end.of

September 1973. In the private sector as a whole, some 63 per cent of posts had
attracted an inctease in salary (excluding bonus) during the previous twelve
months, compared to 80 per cent when the corresponding information was
gathered in the 1971 survey. The difference was most marked for chairmen, of
whom only 27 per cent received an increasé in the latest year against 50 per cent
in the earlier survey; it is noticeable that as many as 30 per cent reported no
salary increase since September 1970. Nearly a quarter of the deputy chairmen
received no increase since September 1971, but otherwise most of the posts at all
levels attracted increasesmore recently, particularly in the nationalised industries.
Most of the increases of the latest yéar took effect from dates in the first and
second quarters of1973, though this pattern will have been to a certain extent a
distortion from normal practice,because of the statutory incomes policy.
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Distribution and averages of salaries

9. Table 4 shows the distribution and averages of salaries (including

bonuses)
at end-September 1973 for chairmen, deputychairmen, Board members

and senior executives. Results are shown separately for private and nationalised
industry, Classified by size. As might be expected, the nationalised industry
salary ranges are much more compressed for chairmen, deputy chairmen and
Board members, but the spreadis comparable to private industry in thé case of
senior executives. Over half the chairmenin private industry receive more than
the: highest paid chairmanin nationalised industty, and probably similarly so
with the deputy chairmeri. On the other haiid, a fair number of chairmen in
private industry are paid less than any of their nationalised industry countef-
parts, and they were by no means all from, the smailest companies. At Board
member and senior executive level, private industry salariesin companies in the
£50-£250m and £250~£1,250m ‘net asset ranges are very similar, but otherwise
salaries in the private sector vary much more according to size than the national-

- ised industry salaries. At senior executive level, nationalised industry salaries are
broadly comparable with those in private industry, except in the very largest
organisations.

Total remuneration

10. Table 5(a) gives an overall analysis of the results from the second part .

of the survey dealing with detailed aspects of superannuation cover, and with
various: other benefits. The table shows for main Board members (including
chairmen and deputy chairmen) and for senior executives, in both private and
nationalised: industry, the total remuneration package, divided into elements for
salary and bonis for employer (and employee) contributions to superannuation,
and for the various other benefits. It should be noted however that bécause
details of remuneration were not ‘provided for all the posts there are small
discrepancies: between the average salary and bonus in Tables 5(a) and (6) and in
the other tables.

11. Total remuneration at end-September 1973 for Board members: (iniclud-
ing chairmen and deputy chairmen)in private industry averaged almost £22,500
per annum, some 26 per cent (or £4,500) more than salary and bonus. The main
element of the additionis the employer’s superannuation contribution, amount-
ing to over £3,300. The assessed benefit from assistance given towards. private

. motoring is also,an important element and averages 4 per cent of salary and
bonus. Additions to-the salaries ofnationalised industry Boardmembers amount
to about 17 per cent, two-thirds the figure for private industry, the main reason
for the difference being the smaller employer’s contribution ’to superannuation.
The privatemotoring benefit and general expenses allowances are fairly compar-
able, but onlyin private. industry does, management

benefit from share options
and cheap Joans. In nationalised industry senior executives receive additions to
salariesbroadly comparablein percentage terms to Boardmembers: this applies
in private industry for most of the elements which make up the total remunera-
tion package but employers’ contributions to superannuation are less for senior
executives than for Board members.- Comparisons of overall private and
nationalised industry incomes shows that, whereas the Board members in

private industry averaged some 26 per cent more in salary and borius, their lead
increased to 36 per cent

in total remuneration; similarly, while private industry
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executives had a small lead of under £200 in salary and bonus, their greater
additional benefits yielded a.£700 or 6 per cent differential in total remuneration
terms despite the smaller average size oforganisation. :

12. The make-up of total remuneration for Board members and senior
executives by type and size of industry is given in Fable 5(6). This.shows.that, in
private industry, the larger firms gave a greater proportion of total remuneration
in the form of superannuation and other benefits, with those in the financial
sector providing the highest additions to salary and bonus in this way. In
nationalised industry the conversé is the case, with the smaller undertakings
giving the largest percentage-additions to salary and bonus, and more compar-
ablein amount to thosein private industry generally.

Superannuation
13. Average employer and employee contributions for superannuation and

life assurance for the four levels of post in private and nationalised industry,
classified by range of 1973 salary (and bonus). are shown in Table 6. Overall
these contributions amount tomuch the same in percentage terms, though not of
course in absolute terms, in the two sectors of industry, with the private sector
having a small lead for deputy chairmen and Board members and the nationalised
sector for chairmen and senior executives. Within the total, however, the
employee contribution bears more heavily in nationalised industry, being nearly
four timés greater as a percentage of salary for chaitmen and over twice as mich
for the other levels, It will also bé noted that there is-4 very wide variation in the

average percentage contributed for superannuation purposés over the range of
earnings, particularly at the more senior levels, where however the numbers
involved are often small. For senior executives in private industry, theré seerhs
to be a persistent trend towards greater proportional pension and life insurance
cover for higher salary levels, apart from the few highest paid.

14. Table 7 summarises superannuation coverage. The majority of top
management posts in nationalised industry are includedin basic staff schemes,
but in private industry senior executive schemes are common, covering half the
Board menibers and almost as many of the senior executives. A very small
number of posts were reported as carrying no pension cover provided by the
employer. In private industryone-sixth of Board members (including probably a
much greater proportion of chairmen and deputy chairmen). are covered by
individual arrangements (“top hat” schemes), but only 5 per cent of senior
executives are similarly covered. In nationaliséd industries such individual
arrangements are few. Rather more than half those covered by the survey in
both sectors are due to qualify for maximum total pension and lump sum bene-
fits under Inland Revenie rules.on reaching normal retirement age. Of those who
are-late entrants with less than 20 years to serve before retirement and are éligible,
about one half in each sector of industry benefit from discretionary arrange-
ments to enhance pensions.

15. The basis used for determining pensions and lump sum entitlement in
senior executive or basic company schemes is shown in Table 8. With few excep-
tions, all schemes involved pensions based on. pay at or near retirement. In
nearly all the schemes in private industry the proportion of pensionable pay
received as total pension (before allowing for commutation and assuming full
pensionable service) is 66% per cent, but in nationalised industry schemes the
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proportion is more often 50 per cent but with a lump sum paid on retirement in
addition providing the rough actuarial equivalent in total value.

16. From Zable 9 it can be seen that 65 years is the most usual retiring
age in both private and nationalised industry, for both. Board members and
senior executives. Overall, about a third of the private sector posts have retiring
agesunder 65, and rather more than half of these involve retirement at 60. The
table also shows that the National Tosurance pension is not normally deducted
from the persion paid but, in about 15 per cent of the schemes, it is deducted in
its entirety, and inmany other schemes some deduction ismade.

17. Table 10 analyses the basis of pension increases after retirement for
posts covered by senior exécutive or basic staff superannuation schemes. In
nationalised industry schemes, pension. increases after retirement are virtually
universal,with over one half of the posts covered receiving cost of living increases
eithér similar to those in the public service under the Pension Increase Acts, or in
‘other ways: Schemes. covering 80 pér cent of posts in private industry make
provision of some sort for post-retirementpension increases, over half being by
ex-gratia awards or following petiodic reviews. Only about 10 per cent of each
of the Board member and senior executive posts in private industry are in
schemes which provide for post retirement increases specifically to’ match
increases in the cost-of-living. .

18. Death in service and death in retirement benefits are shown in Table
“In nationalised industry superannuation schemes, the minimum lump sum
payable on death in Service is generally between one and two years’ annual salary.
In private industry schemes, minimum lump sum benefits in similar circum-
starices are generally larger, particularly. for Boardmembers, often reaching four
and sometimes six times annual salary. In contrast, many schemes in private
industry do not paya widow’s pension; this is not the case:in nationalised indus-
try schemes. For death after retirément, a similar differencein provision for
widow’s pension exists, just over 20 percent of both Board member and senior
executive posts in private industry beingin: schemes with no provision for pay-
ment of a widow’s pension. For both deathin service and deathin retirement, a
widow’s pension of 50 per cent of the

husband’s
accrued pension is most

commonlypaidin each sector.

Car and travel henefits
19. Table 12 examines the assistance provided towards the cost of travel

between home and office and of private motoring. For Board members in
private industry, provision of such assistancé in one way or another is almost
universal; about 5 per cent are reported to receive no benefit but some of these
may be effectively covered by a general expense allowance (Table 13). Usually a
company car is provided and about one in five benefited in addition from the
full-time services of a chauffeur. Over three-quarters of senior executivés in
private industry are entitled to a company car but one in seven receive no
assistance towards the cost of private travel. Top management in nationalised
industry is more likely to be provided. with a chauffeur-driven car, but overall
their motoring benefit is much less. The average value of company cars for
senior executives, where provided, is around £2,300 both in private and in
nationalised industry; for Board members values ranged up to £5,000 and over
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in private industry, compared with up to £3,200 in nationalised industry. In
both sectors company cars are gerierally maintained free, although provision of
free petrol is less frequent; however, about 70 per cent of those with official cars
make a contribution towards the cost ofprivatemotoring.

Other benefits
20. Other principal benefits are shown in Table 13.. The payment of genéral

expenses allowances (rather than ad hoc payments of expenses actually incurred)are not common, particularly among senior executives. One in six of Board
members in private industry receive about £600 on average, while a slightly
smaller number in nationalised industry receive about £500 on avetage. About
oné in five of top management in private industry have acquired shares under.
share incentive or option schemes; the average excess of the end-September 1973
of the open market value over the price paid for shares actually taken up during
the previous year amount to almost £1,300 for Board members, but only £150
for senior executives. About one-third of firms in private industry allow outside

‘directorship fees to be retained and an equal proportiondo not; the remaining
companies réported that the question was not applicable. Virtually no financial
assistance in. the form of cheap loans for housing (other than on appointment or
on relocation) or for other purposes is being received by top management .in
nationalised industries. However, in private industry about one in six receives
such assistance, and thé average amount ranges from £16,000 at an average of
24 per cent interest for senior executives to £20,000 at 4 per cent interest for
Board members for housing loans, and from.£9,000 to £28,000 respectively at 13
per cent intérést for other loans.
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Average, median, quartile and
decile salaries,

includingbonus, commission and profit
sharing, September

1973.(a) TABLE I
Private industry . \ Nationalised industry,

Commercial and industrial.
Net assets £m)

Capital employed m)— Finan- | Total — -
- ‘Total

1250] 250 | so
|

10 | Under | cial 1250 | 250 | so
|

10
and but under

: and but under
over 1,250 | 250 50 10 over 1,250 230°

|

50
|

|
£000 | £000 | £000 | £000 } £000 | £000 £000 £000:

|

£000 £000 | £000°} £000
Chairmen .

.

Highest decile |,

46.0 55.3 31.0 21.4 45.2 46.0 19.2 22.8
Upper quartile 45.4 32.9 26.2 18.2 36.0 35.8 16.8 22.8
Median 41.5 27.6 20:8 15.2 35.0 25.9 14.8 16.2
Lower quartile 37.8 |. 22.2 | 15.4 9.8 25.0:

|

17.1
J],

12.5
|

13.2
‘Lowest decile 35.1 } 12.7 12.0 | 7.1 12.8 11.1 . 12.2 12.2
Average we 42.0 | 29,5 ar. 6 14.0 32.3 28.0 . 14.8 17.5

Deputy chairmen .
:

.

a Highest decile 41.1 35.1 3.4 17.2 32.0 35.0 18.8- | 20.2 | 12.9 18.5
oO Upper quartile oe

1 30.8 27.6 20.3 15.2 | 29.5 27.3 1) 18.6 20.2 12.2 15.8
Median 27.5 23.5 15.9 11.2 28.3 20.3 18.2 18.8 10.7 12.1
Lower quartile ' 24,2 18.6 | 13.6 9.8.1 27.2 15.2 |} 17.8 12.8. 10.4 -10.6
Lowest decilé 18.9 16.4 11.6 8.7 11.0 13.04) 17.3 11.2 10.1 10,2"
Average .. 28.8 | 24.1 17.1 12:1. 23.2 21.7 18.4 17.0

|

31.0 13.2
Main Board members

,

Highest decile 25.0° | 23.1 17.2 13.5 25.4 | 22.6 18.8 14.0 13.1 15.0
Upper quattile 20.9 20.0 13,3 |

10.3 | 22.1 18.8
j}

15.0.] 13.8 12.4 13,9
Median . 18.0 16.3 10.5 9.2

|

17.7 [ 14.91] 14.0 13.6 10.2 13.4.
Lower quartile 13.1 14,2 ‘8.4 7.5 13.6. 10.6 13.0 13.3 9.6 | 12.4
Lowest decile 12.8

|

11.8 6.4 6.2 12.3 8.1]; 12.4 |° 13.1 9.2 9.8
Average ’ 18.4 7 17.0. 4 21.3 9.1 18.2 { IS.)

[|

14.6 13.7 11.0 13 2
Senior executives : ty '

Highest decile 25.0 | 14.2 14.1 |} 10.5 | 8.6 19.0 | 14.84] 14.2 11.8 | 10.7 8.6 12.0
Upper quartile 21.2

|
12.4 | 12.4

|

8.6 6.3 | 17.1 411.6 }) 12.0 | 10.5 9.6 7.9 | 10.3
Median 17.4 | 10.7 10.1 6.6 5:0° | 13.3 9.1) 10.2 9.5 8.7 7.2 9.2
Lower quartile _ 16.1 9.1 8.4 3.4 | 4.2 10.7 6.6. 9.3.1 86) 7.6 5.6 8.1
Lowest decile 14.0: 7.8 7.2 43 3.4 8.8 5.0 8:6 | 729 6.9 49 7.2.
Average 18.3 10.9 10.5 TA ft 5.5 14,2 9.3. 10.9 9.6

|

8.6 7.4 9.4
(a) Data omitted where five posts or fewer: totals, however, include these posts. Source: OME Survey
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‘ABLE 2
Percentage changes in average salaries and average salaries plus bonus for all posts in private and nationalised industry, September 1971-1973

Private industry Nationalised industry

Percéntage increase Percentage increase

1971 Number Salary Salary plus bonus Number Salary
Salary-++ of of
bonus posts 1971-72 | 1972-73 | 1971-73 } 1971-72 | 1972-73 | 1971-73 posts

| 1971-72 | 1972-73 | 1971-73

(£000) % % % “ ve vo % % ”
Under 4 126 16.5 13.0 31.7 17.1 14.1 33.7 4 21.7 8.2 31.7

4 but under 5 156 13.5 10.7 25.6 15.8 12.9 30.8 6 14.4 8.7 24.3
5 but under 6 178 15.0 12,2 29.1 16.8 {2.0 30.9 20 9.9 7.9 18.6
6 but under 7 156 12.8 9.8 23.8 14,3 10.8 26.7 79 14.5 5.8. 21.2
7 but under 8 .. 189 13.1 9.3 23.6 14.5 10.9 27.0 114 15.6 4.3 20.6
8 but under 9 .. 193 11.7 9.7 22.5 12.1 9.3 22.5 56 14.8 3.2 18.5
9 but under 10 .. 142 10.8 7.1 18.7 10.9 9.3 21.2 47 13.9 3.0 17.3
10 but under[1 .. 158 11.6 8.7 21.3 11.9 6.9 19.6 24 14.8 3.6 18.9
11 but under 12 .. 83 12.7 3.1 16.2 13.5 5.5 19.7 29 16.3 2.5 19.2
12 but under 13 .. 122 11.6 7.7 20.2 10.7 7.8 19.3 13 13.9 1.8 15.9
13 but under 14 .. 73 11.9 5.6 18.1 12 8 6.7 20.4 3 13.9 1.7 15.8
14 but under 15 .. 56 TA 5.5 13.0 6.0 9.4 15.6 14.3 1.6 16.1
15 but under 17.5 148 9.2 3 5. 13.0 9.7 3.6 13.6 10 14.0 2.0 16.4

17.5 but under 20 .. 93 6.4 4.4 11.0 8.9 4.3 13.6 4 14.2 _ 14.2
20 but under 22.5 53 6.2 -0.5 5.7 6.3 1.4 7.8 7 7.9 2.6 0.5

22.5 but under 25 .. . 32 9.0 0.3 8.7 5.3 3.7 9.2 —_ — — —
25 but under 30 48 6.1 2.2 8.5 6.4 3.0 9.6 j 10.0 0.9 11.0
30 but under 40 33 4.7 0.4 5.0 5.6 3.0 8.8 —_—
40 but under50 .. . 11 2.0 6.5 8.5 2.1 9.7 12.1 ~ — — —
50 and over 9 7.1 0.5 7.6 7.1 -4.8 2.0

Total .. 2,059 10.1 6.2 17.0 10.5 6.8 18.0 418 14.4 3,6 18.5

Source: OME Survey
Private industry 1971 1972 1973 Nationalised industry 1971 1972 1973

Average salary £ 10,468 11,529 12,244 Average salary £ 8,643 9,891 10,243.
Average salary

plus bonus £ 10,919- 12,063 12,882



TABLE 3

Date of last increase insalary for each type of post by type of organisation

Date of last salary increase

In quarter ended
,

In year ended

September 1973 June 1973 March 1973 December 1972
|

September 1973| September 1972 | September 1971 | SePtember 1970

Orgs Posts Orgs
| Posts Orgs Posts Orgs Posts Orgs.| “Posts Orgs Posts Otzs Posts Orgs Posts

No. | No, % | No | Now| % | No. | No. % | No. | No. % | No. | No. % | No. | No. % | No. | No. % | No. | No. %
Private industry

Chairmen 3 3 2.9 | 12 12 | 115 | 12 12 | 11,5 1 1 1 | 28 28
|

26,9] 35 35 | 33.6 9 9 8.6 | 32 32 | 3.8

Deputy chairmen 4 5 | 43 } 15 17, | 14.7 | 17 19 | 16.4) 10 11
|,
95

|

46 | 52 | 44.8 "33 37 31.9 | 13 13 |
112 | 13

|

i4 | 124

Main Board members 14 | 47 | 67 | 40 | 119
|

16.9 | 46 | 153 27 27 31 7.2 100 | 370 | 524] 65 |.257 | 364 | 18
|

42 | 60] 21 37 5.2

Senior executives
'

28 81 6.5 | 70 |355 | 284] 71 370 | 29.6) 35
|
109 | 87 | 124

|
915

| 73.1) 58 275 | 22.0 | i2 | 10| 22 | 50
|

40

Total 37 |136 | 62 | 83 | 503 |231 | 84 |ss4 | 254| 52 |172 | 7.9 | 135 [i365 | 62.7| 92 | 604 | 27.7 33 76 | 3.5
|)

60 | 133 | 61

Nationalised industry

Full-time .

Chairmen | 22 | 22 | 956} = |— | — | 22 | 22 | 956) — | — | — tp a] 4a

Deputy chairmen —_—
— — — —_ 26 27 ~+}100.0| — _ — 26 27 +1000) — 7; — _ _ —_ —_ _ = —

Main Board: members _— —_ — —_
=

=—_ 13 41 85.4 1 3 6.2
|

13 44 91,7
|

1 3 62) — | —
—_— 1 1 2.1

Senior executives 3 1°3 | os | 14 lat |294| 27 Ja77
| 468] 4 | 35 | 93 | 29 }326 | sez] 7] 50 la2)

+f 2) 2] os
Total 3 | 3 | 06] 14 |i | 233 | 28 | 267 | sor} 4 | 38 | 80] 29 |49°] 980] 7} 53 Jaa} + | 3] 4] os

Part-time

Chairmen 9! 9 froof — | — | — wooo} — | +]—]}]—f-|—}—
Deputy chairmen ~ |= { 4} 4.|1000/ —|—|—] 4] -4 jroof —j}.=) +]
Main Board members —/—-j—-/—-;—/—;—-|=-;-|—-/}]-—-]-|-—]—|=—] 1] 2 joo} 1] 2 | 500

Total (full and part-time)| 3 | 3 | 0.6 | 14 | 111 | 225 | 32 | 280° | ses] 4 | 38 | 7.7 | 32 | 432 [876] 74 55 + P—|-—] 3] 6 | 12

Source: OME Survey
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TABLE 4 (a)
Distribution of numbers. by. size of 1973 salary’ + bonus for chairmen and deputy chairmen by type ‘and size oforganisation

1973 salary + bonus (£’000) Average
Under] 415 16)718)9 171011) 42) 13 | 14 7 15 47.5] 20 [2257 257 30 1 40 50: | Salary

but under and} +
Bonus4 5 6 71 8 9 10 | 11 12 | 13 14 {|

15 | 17.5. 20 [22.5] 25 | 30 | 40 | 50 | over

Chairmen :
: - -

Private: !
. |

Assets £1250m and over : Jo :
'

. 3 (69.8)
£ 250m---£1249m

‘bP
“ son . : 1) 3 6 1 42.0

£ 50m—£ 249m 1
; 1 2 10 1 1761 3 - 1 1 12 7 4 4 29.5

£ 10m—£ 49m 1
)

1 2 1 6 2 6 3 3 4 1 1 21.6
Under £10m |! 1 1 rod I I . 3°) 2 2. :

'
. 14.0

Financial : . :1 1 y 4 2 32.3
Total Number Jd 2/2. | 2 3 1 4 2 10] 5°] 5 16|. 18 13 9 | 28.0

% + 1.0] 1.9 | 1.9 1.9 | 2.9 | 1.0 | 3.8 1.9: } 9.6| 4.8 | 10.6] 4.8 | 15.4} 17.3} 12.5 | 8.7 100.0
Nationalised: . :

‘ ,

Assets £1250m and over . , . 1 3 1 23.4
£ 250m—£1249m :

. .
: 1 ' 2 20:6

£ 50m—£ 249m . 3 143 3.1 3
J

2
|,

14.8
£ 10m—£ 49m : qd. Lf. 17.2
‘Total ‘Number

.
3 7,3 ] 3 5 2 ll 5 |-1. 1745

% 13.0 | 13.0:] 13.0 | 21.7'| 8.7 | 4.3 | 21.7] 4.3° 100:0-
Deputy chairmen. Jo

|

Private: _
. .

Assets
£1250m and. over ‘

: ’ 2 2 (53.2)
£ 250m—£1249m Oo

: ! 1 2 3 3. 1 28.8
£ 50m—£, 249m 6

|

4 1.8 5 8 ‘6 1 24.1
£ 10m—£ 49m 1 sory 2 | °2 4 37 6) 4 41°6 2 1 1 17.1
Under £10m 1 1 3 3 2 2 4 1 : A271
Financial 1 2} 1 6 | 2 23.2
Total Number )/5 )4)s5 [4 | 3/17 [12 [is [9 |i8 | 3 3 21.7

% .
: 0.9 | 0.9 | 0.94 2.6 | 4.3 | 3.4 |] 4.3 | 3.4 | 2.6] 14.7) 10.3 | 12,3 7.8 |.15.5 | 10.3] 2.6 | 2.6 | -100.0

Nationalised: . |

1 ,

Assets £1250im and- over:
‘

:
:

. 18.4
£ 250m—£1249m .

| 1 1 : 17.0
£ 50m—£.249m ° 3°] 9 ) 3) 1 11.0
£ 10m—£ 49m _|- ft . dl 1, , .

‘

. 12.2
Total Number 3 | 2 5

|.
1 5 2

.
13.2

% |. | 14.1 33.3] 7.4 [1857 | (3.7 [18.5] 7.4 100.0

Note: Bracketed figures represent under 5 posts in sample of private industry . Source: OME, Survey



Li
Distribution of numbers by size of 1973 salary +- bonus for Main Board members and senior executives by type and size of organisation

TABLE 4{b)

1973 salary + bonus (£’000) Average
Undr[ 475 [6 [7 |

8
|

9
|

10
[

11
7 12] 13

[ 147]
15 [17-5] 20 [225] 25

|

30
[

40
|

50
|

Salary
but under and +

Bonus4 5 6 7 8 9 10) 11 12 | 13 14) 15 17.5) 20 | 22.5; 25 | 30 ; 40 ) 50 | over

Main Board members
Private:
Assets £1250m and over 3 1 (35.9)

£ 250m—£1249m 1 1 4 6 3 11 24 )22 | 21 11 | 7 4 18.4
£ 50m—£ 249m 1 4 3 8 | il 16 [17 | 25 | 70 | 37 | 36 | 12 | 11 7 17.0
£ 10m—£ 49m 8 3 i9 10 }19 | 20 | 26 | 13 16 8 6 | 17 10 4 2 1 11.3
Under £10m 1 3 6 7 | 13 7 | 22 } 10 1 3 3 1 4 i 9.1
Financial 1 2 1 7 6 2 | 11 3 | 16 4 9 1 18.2
Total Number 1 11 9 | 26 | 24 | 31 | 47 | 46 | 30 | 48 | 39 | 45 |126 | 73 | 77 | 27 {29 | 15 1 1 15.1

% 0.1 1.6 | 1.3 | 3.7 | 3.4 | 4.4 | 6.7 | 6.5 | 4.2 | 6.8 | 5.5 | 6.4 | 17.8] 10.3 ]10.9| 3.8 | 4.1 | 2.1 | O14 | O.1 100.0
Nationalised:
Assets £1250m and over 5 6 3 1 1 2 14.6

£ 250m—£1249m 2 412 1 2 13,7
£ 50m—£ 249m 4 2 2 2 11.0
£ 10m—£ 49m 1 2 10.0
Total Number 1 4 4 9 | 20 4 3 1 2 13.2

% 2.1 | 8.3 | 8.3
|
18.8 | 41.7] 8.3 | 6.3 | 2.1 | 4.2 100.0

U2 Senior executives
Private:
Assets £1250m and over 1 1 1°] 1 14 4) 6 1 2 I 18,3

£ 250m—£1249m 5 }20 | 26 }30 | 36 | 29 | 27 | 13 7 12 1 2 1 10.9
£ 50m—£ 249m 2 6 | 25 | 44 | 64 | 65 | 57 | 46 | 44 | 25 | 13 | 23 4 3 2 1 10,5
£ 10m—£ 49m 24 41 | 72 | 82 | 31 | 44 | 29 14/11 4. 3 4 5 1 1 1 TA
Under £10m 25 38 | 34 | 14 J 11 5 6 4 1 5.5
Financial 2 8 5 8 10 6 6 2 18 14 3 2 1 14.2
Total Number 49 | 81 |112 |128 |f06 |147_ (135 |120 [98 )79 | 48 [26 |72 )24 [15 | 6 [4 | 2 9.5

% 3.9 6.5 | 8.9 | 10.2] 8.5 | 11.7] 10.8] 9.6 | 7.8 | 6.3 | 3.8 | 2.1 | 5.8 | 1.9] 1.2} 0.5 | 0.3 | 0.2 100.0
Nationalised:

’

Assets £1250m and over 3 10 | 28 16 | li 6 6 3 2 1 i i 10.9
£ 250m—£1249m 9 | 2h | 27 14 7 4 3 9.6
£ 50m—£ 249m 2 |15 |}43 | 42 744 )}15 | 7 | 2 | 2 1 i 8.6
£ 10m—£ 49m | 7412 | 2 7,4
Total Number 2 6 [17 | 62 | 85 [101 | 45 [25 | 12 | it 5 3 2 1 1 9.4

% 0.5 | 1.6 | 4.5 | 16.4
|
22.5 | 26.7] 11.9} 6.6 | 3.2 | 2.9 | 1.3 | 0.8 | 0.5 | 0.3 | 0.3 100.0

Note: Bracketed figures represent under 5 posts in sample of private industry.
Source: OME Survey
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Make-up.of total remuneration 1973 including component percentages (based in turn-on salary plus bonus and total remuneration)
for main Board.members (including chairmen and deputy chairmen).and senior executives in private and nationalised industry

TABLE 5A.

1 2 3. 4 5: 6 7 8 9 10 11 12 13 14 15

: Superan- |
Excess: Benefit frorn Provision of |Employee} ‘Total Benefit from Total

, 1973 nuation from |General use of car contribu- | benefit | provisionof | remunera-
. salary | contributions share||expense tions |. of car tion

option allow- | com- | chauf-| main- | petrol | towards ,(Columns| hous- | other | (Columns
‘ bonus? — or‘in- ance |. pany | feur |tenance| . private | 7 to ing loan

|

2+3+5
em- | centive car . motoring | 10-11) | loan +6+12

ployer | ployee |scheme : +13-+-14)

Private Industry
Main Board members ‘

: . .

Average amount£ .. | 17,898 {3,326 | 539
|

259 104 517
|:

164 131 102 198 716 43 142 22,488
“of salary + bonus {| 100 |, 18.6; 3.0 1.4 0.6 | 2.9 0.9 0.7} 0.6 1.1 4.0 0.2 0.8 125.6

Senior executives ,

. 1
.

Average amount£.. |

9,529 }1,515
| 322

||
26 10

=|

287 10 68 46
|

114 | 297 91 66 11,534
°% of salary + bonus 100

|.

15.9 3.4 0.3 0.1 3.0 7 O11 |
O.7| 0.5 1.2 3.1 1.0 0.7 121.1

Nationalised Industry
Main Board members |

4 : . 1
Average amount£.. {14,161 |41,709 977

|

72 268 286 65 57 - 108
|

568 =— — 16,510.
‘of salary -+ bonus 100: 12.1) °:6.9 | — 0.5) 1.9 | 2.0 0.5

|

0.4
-

0.8
|,

4.0 = _— 116.6

Senior executives . ‘

Average amount £ .. 9,360 |1,179 652 — 1 153 147 . | 39 37} 62 314 — — 10,854
%of salary -- bonus 100 12.6 7.0 _ 0.0 1.6 1.6 0.4

|]

0.4 0.7 3.4 — — 116.0

Source: OME Survey .Including profit sharing.
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TABLE 5B
Make-up of total remuneration by type and size of industry

Total remuneration
1973 |Employer’s

Other
Number lay

|
SUPE editions Tada+ to

posts contri- Amount| salary -+-bonus) bution | Salary bonus
=100

£ £ £ £ £
Private industry
Main Board members?
Commercial and Industrial
£1250m and over 11 {51,440 7,443 | 1,032 } 59,915 116
£250m but under £1250m| 138 | 21,020 4,528 1,073 | 26,621 127
£ 50m but under £250m 327 | 19,134 4,001 1,161 | 24,296 | 127
£ 10m but under £50m 218 | 13,596 2,086 689 | 16,371 120
Under £10m_.. 108 | 10,026 949 716 | 11,691 117

Financial .. 85 124,770] 4,440 4,173 | 33,383 135

Senior executives
Commercial and Industrial
£1250m and over . 32 | 18,342 3,652 416 | 22,410 122
£250m but under £1250m} 209 10,900 1,947 474 | 13,321 122
£ 50m but under £250m 416 | 10,442 1,830 517 | 12,789 122
£ 10m but under £50m 338 7,059 869 279 8,207 116
Under £10m_ 126 5,504 416 330 6,259 144

Financial .. . 85 | 14,157 2,310 1,505 | 17,972 127

Nationalised industry
Main Board members

£1250m and over 26 | 16,692 1,681 552 | 18,925 112
£250m but under £1250m. 26 {15,240 1,816 996 | 18,052 116
£ 50m but under £250m 41 412,483 1,435 589 | 14,507 116
£ 10m but under £50m 11 | 11,886 2,539 192 | 14,617 123

Senior executives
£1250m and over 90 | 10,906 1,199 412 | 12,517 113
£250m but under £1250m 60 9,942 1,162 425 | 11,529 116
£ 50m but under £250m 174 8,686 1,151 225 1 10,062 116
£ 10m but under £50m 29 7,403 1,314

—

316 9,033 122

Source: OME Survey
‘Nncluding chairmen and deputy chairmen.
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"TABLE 6
Employér’s and employee’sannual:percentage contribution to superannuation and life-‘assurance by 1973 salary + bonus

range for each type of post by type of organisation
1973 salary + bonus (£000)

+ - Average
luUndr{ 415 [64748 1 9 (io Tit 112 113 F141 15 Ta7sT

20
T2ast 25 130 | 40 [| 50 | contri-‘

but under, and! bution
4 5 6 7 8 9 10 | 11 12 | 13 14 | 15 { 17.5] 20 22. 51 25 {| 30 "40 50 over .

Private % |%| 41%) KIX) KALA AL RIL AL KY KXT KV

Chairman.
,

Employer’s-contribution do
= [17.2 3.5 |15.5 |.

18.0 |. 10.8| 4.2 | 17.8 | 12.8 ).30.4 |.23.1 | 13.2 1.20.7 | 12.4 16.2
Employee’s ” ~- 2.0) 2.2. 1.8- 3.0] 2.8) 2.0) 2.1) 1.6] 5.9] 1.7) 0.5) 0.9 2.0

Deputy chairman :

|

Employer’s contribution 19.0) 18.0] 17.2] 3.0) 12.6) 13.5] 4.2] 4.3 | 15.4 | 16.3- 16.4 | 11.81 15.1| 23.1 |25.2 } 20.2 | 11.1 17.4
Employee’s » -~

| 2.0) 2.2] 7.2} 4.9] 3.2} 0.6] 2.8] 4.2) 2.8] 3.8] 2.7] 87] 1.5] 1.8] -
| 2.5 2.8

Main Board ‘members | 1 | |

‘
. | ,

Employer’s contribution 5.0 116.5] 3.7] 9.4] 6.81 9.8 | 10.7] 11.7'| 14.6 | 17.6 [17.4 |. 17.2 | 18:7 | 19.4 }17.7 |26.7 20.3 | 21.5] 0:6 17.5
Employee’s > |

5.0 3.0] 2.7] 3.6) 3.5] 3.8/°4.3) 65] 3.0.) 63] 25] 19] 2.2] 2.3) 24] 16) 4.81 1.4] 0.4 3.0
Senior executives 1

|

‘ ‘

|

Employer's contribution
8.1 9.1} 10.21 10.1) 13.3 | 14.2 | 13.4.1 15.4 | 17.3 | 16.4

| 16.4} 16.4 |19.9} 23.9 | 18.0 |.21.4 | 12.3 | 20.4 : 15.2

Eniployee’s > 4.6 5.6; 4.0} 5.2) 4.2] 41] 4.0] 2.5] 2.6] 2.41] 2.3] 3.77 2.0] 14] 1.2] 2.0] 3.3] - 3.2

Total : . |: .

Employer’s contribution 8.1 | 10.0] 9.7] 9.9} 12.2) 13.4 | 12.4 | 14.3:] 16.5 | 16.4 | 16.3 }.16.7
|
18.3 | 20.0 | 16.5 | 24.2 | 21.2 | 19.2 | 19.4 | 11.2 16.4

Employee’s —,, 47 | 53) 39] 48). 40] 40}.4.2] 3.6) 27] 3.7] 24] 26] 22] 22} 23] 3.01 41] 16) 04] 1.2] 3.0

Nationalised
.

Chairman : .
:

i

Employer’s contribution . : + |} 12,0 | 12.0 |.12.0;) 9.4) 12.5] 12,0 11.9 | 10.0.) 11.3.
Employee’s ” 6.3 | 6.8 4.8{11.6] 6.5], 7.3 | 15.0

/
75

Deputy chairman , | | tT
Employer’s contribution 12.0) 11.8) 5.9) 12.1 11.41 8.6

;

; 10.5
Employee’s ” . 4 6.5] 5.6] 2.9] 8.6 71.9} 5.8 6.4

Main Board members yo :
' |:

Employer's contribution ‘ 18.0 |10.8 10.6.) 11-3
| 10.2) 9.5] 10:0) 5.0}. 10.7

Employee’s » | 8.5] 5.4 7.9) 8.7) 3.7) 5.0] 15.0] 3.0 75
Senior executives :

‘ I 4

1,
‘

Employer’s contribution 13.6-} 12.8 | 15.2 | 12.3.| 12.4
|
11.0 | 12.6 | 12.7 | 12.2 | 13.5 | 11.8| 14.4 | 16.6 | 16.0 711.0 : 12.3

Employee's. ” |
80) 7.6] 80] 6.6) 6.5] 6.6| 7.6 |:

6.84), 6.8) 6.9] 62] 4.0) 60) —
| 6.0 6.7

‘Total : L

| ,
.

Employer's contribution 13.6 | 12.8 | 15.2 | 12.3 | 12.2 | 11.3 | 12.4) 12.2} 11.7 [12.1 | 11.3 | 9.8] 12:5] 9.2 }-11.7 | 10.0) 11.8
Employee’s ” | 8.0'| 7.61 80) 66] 64) 66| 7.1} -6.6| 7.4) 8.0] 61] 4.3] 9.0] 40) 7.14 15.0- 6.

“Source: OME Survey
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Superannuation and life assurance schemes TABLE 7

Private industry Nationalised industry
Board members Senior executives Board members Senior executives

Organ- Organ- Organ- Organ-
‘| isations Posts isations Posts isations Posts isations Posts

Total covered by questionnaires .. Number} 134 876 131 1,196 30
*
98 30 353

% 100.0 100.0 100.0 100.0

(i) Those covered by individual arrangements Number} 59 154 21 63 1 3 2 4
x% 17.6 5.3 3.1 1.1

(ii) Those covered by continuation under a
previous scheme Number 5 8

% , 8.2

Total . Number 59 154 21 63 6, i 2 4
% 17.6 5.3 11.2 1.

ofwhich—thosewho will qualify formaximum
pension plus lump sum benefits under IR rules Number 41 88 10 26 ~ —_ — —

¥ 10,0 2.2
(ii) Those within a senior executive scheme alone .

(orin addition to a basic industry staff scheme) Number 69 442 66 538 3 1 10 3 37
% 50.4 45.0 10.2 10.5

(iv) Those within the
basic industry

staff scheme .

only : . Number 60 266 72 591 25 74 28 312
% 30.4 49.4 715.5 |, 88.4

(v) Those with no specific cover but chance of
ex gratia awards Number ! i

% 0.1
(vi}_ Those with no pension cover

provided
by

th
the

employer . Number 8 13 3 4 2 3 —
% 1.5 0.3 3.1 .

Late entrants with less than 20 years’ service before
normal retirement age Number 58 109 46 112 10 22 12 23

% 12.4 9.4 22.4
|

6.5
of which— :

those benefiting from discretionary
arrange-ments to enhance pensions... : Number 27 33 19 49 5 | dl 5 6

% 6.0 41 11.2 1.7
those not benefiting because of retained
benefits from previous employment .. Number { I 3 4 3 4

% 0.1 0.3 4.1

Source: OME Survey



Basis ofpension‘and proportion of pensionable-pay given as pension and additional lump:sum TABLE 8

Private.industry Nationalised industry
Board members ‘Senior executives | |

Board ‘members Senior executives
Organi- |. Organi-

©

Organi- Organi-
. a . ‘sations Posts sations Posts sations | Posts sations Posts

Total covered by a senior executive or basic com- :
:

pany staff-scheme we Number 124: 708 128: 1,129 28 84 30 349
%

—
100.0 100.0 100.0° 100,0

Pension based on(a)
,

:

(i) Pay at or near retirement Number 120 688 125. .| 1,108 28 84 30 , 349
: % I. 97,2 100.0 100.0

Proportion of.pensionable pay received as total
pension (before allowing for commutation)

.
:

assuming full pensionable service
J

Under 50 per.cent Number
2 pg 3 =

' 1.3 1.6:
50 per cent Number | 5 38

OL

CS 3r 22. | 62 2 238
x 8.4 ° 2.7 73.8 68.2

e 51-65 per cent Number 7 32 10 62 = _ —
o % 4.5 5,5

66% per cent Number 106 609° 107 997 6 - 22 8 Wi
x, 86.0 88.3 26.2 31.8

(ii) total pay earned, throughout career-with firm Number
2 ; 3

2
Mu 0

— — —_ —

(iii) flat amount not related to salary Number
} 1 2 — _ —_ — — —

Proportion.of-annual-pensionable pay given as lump
sum on retirement in addition to-pension -

.

Nil . Number j. 12!
|

695 124 1,103 6 22 8 1k
% 98.2 97.7 26.27 |

, 31.8
17 per cent Number

— _ _ _ _ = 1 ‘ |!he . i

25 per cent Number |

1 4 1 12 _ = ~
% 0.6 1.1 :

50 per cent. Number | I 3 1 10 —
% 0.7 . ' 0.9 4

100 per cent ‘Number _ _ i 3 i 3 _ —
x% 0.3 0.3 ee

‘150 per cent Number
|

1 4 , ! 21 i 59 21
| 234.

“% |: 0.6. 0.1 70.2 67.1
(a) 1 private company with:9 Board thembers. and 10-senior executives did not answer the questions. Source: OME Survey



Retiring age, and deduction ofNI pension TABLE 9

Private industry Nationalised industry

Board members
|

Senior executives Board members Senior executives

Organ- Organ- Organ- Organ-
isations Posts isations Posts isations Posts isations Posts

Total covered by a senior executive scheme or a
basic company staff scheme .. Number| 124 708 128 1,129 28 84 30 349

% 100.0 100.0 100.0 100.0
Normal retiring age for those within
(i) asenior executive scheme alone (or in addition

to a basic company staff scheme)
(ii) a basic company staff scheme alone

60 years (i) Number! 1i 88 8 97 2 9 2 35
. % 12.4 8.6 10.7 10.0
(id Number

10
“0 ‘ 13 102

0
J 7 3 47

: 9, 8.3 13.5
61-64 years (i) Number|

11
76 , 13 133 — — — =
7 11.8

(ii) Number 7 30 5 48 1 4 — —
% 4.2 4,2 4.8

65 years (i) Number 47 278 45 308 1 1 i 2
% 39.3 27.3 1.2 0.6

(ii) Number 43 196 34 441 23 63 25 265
27.7 39.1 75.0 75.9

Proportion ofNational Insurance pension deducted
Nil Number

84 481
9

79 698 23 | 68 15 173
67. 61.8 81.0 49.6

50 per cent Number
5

38
6 47 — _ _— —

4 4,2
100 per cent Number

16
108

21 171 3 6 5 66
. 15.2 71 18.9

Other(a) .. Number 19 81 22 213 2 10 10 110
% 11.4 18.9 11.9 31.5

(a) Includes a percentage for each year of service, a proportion based on total years service, flat amounts, and other. Source: OME Survey
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TABLE 10
Basis of pension.increases .

’ Private industry Nationalised ‘industry

Board members Senior executives | Board members
{

Senior executives

Organ-
, ,

Organ- Organ-
‘

Organ-isations Posts isations | Posts isations Posts isations Posts

Total covered by a senior executive or basic .

compa staff scheme ‘Number 124 , .708 128 1129 28 84 30 349
7 { 100.0 100.0 » 100.0

| 100.0

Pension increase after retirement(a) Number 99 1 604 100 902 |. 28 84. 29 340
wh 85.3 79.9

4

100.0 97.4

Basis of increase(b) for those with.pension increase. i od.
Ex gratia awards os Number 48 273 34 512s}; 1 3 _—% |

45,2 56.8 3.6 4
Escalation clause .. o . Number, 27

7

150 25 _ 179 15 3] 10 90
% 24.8 ' 19.8 | 36.9

|

26.5
Cost of living increases .. Number

|

9 76 7 83 |, 2 10 4 52
% 12.6 9,2 11.9 15.3

Periodic reviews .. . . Number 10 | 72 - 8 2 12
% 41.9 7.5

|:

. :
. 3.5

24 percent per Number’ 3 3 27 sl =
|;

=
. 33 3.0

Pensions Increase Acts .. Number — —
|. 8 7 119

% .

‘ 381° | 35.0
Electricity Supply Pension Increase Scheme...

Number
— —

| — — — 4 24
. 7.1

Other Number 1 9
|

2 24 2 8 1 18
1.5 2.7 |; 9.5) 5.3

. Source: OME Survey
(a) Apart from one scheme all private industry schemes allow pensions increase at discretion ofthe company butwithout commitment.
(6) One private company with 4 Board members and 9 senior executives.and one nationalised industry with 25 senior executives did ‘not give the basis of

increase.
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Death in service and death in retirement: benefits TABLE i]
Private industry Nationalised industry

Board members Senior executives Board:members Senior executives
Organ- Organ- Organ- Organ-
isations Posts isations Posts isations Posts isations Posts

Total covered by a senior executive or basic company
staff scheme Number| 124 708 128 1,129 28 84 30 349

% 100.0 100.0 100.0 100.0
Death in service. Minimum lump sum payableé as a percentage of

annual pay
Under 100 percent... Number 18 112 20 198 2 6 3 49

% 15.8 17.5 7.4 14.0
100-199 per cent Number 26 128 25 264 24 16 25 285

% 18,1 23.4 90.5 81.7
200~399 per cent . . Number 40 49 357 1 1 2 15

% 29,2 31.6 1.2 4.3
400-599 per cent Number 34 226 27 225 1 1

% 31.9 19.9 1.2
600 per cent or more ... Number | 6 35 7 85 _~ —_

% 4.9 | 7.5
Widows pension as a percentage of accrued pension

Nil. Number 50 281 47 390 J 9
% 39.7 34.5 2.6

33-40 per cent .. Number 6 41 6 38 8 26 9 121
. % 5.8 3.4 31.0 34.7

50 per cent o . . Number 37 329 64 599 19 50 18 183
% |

46.5 53.1 59.5 52.4
66% percent .. Number 6 36 6 69 ] 8 1 20

% 5.1 6.1 9.5 5.7
100 percent .. Number _ 1 16

% 4.6
Other... Number 5 21 5 J 33 _ _ _ _

%
‘ 3.0 2.9

Death in retirement. Widows pension as a proportion of pension |

Nil Number 32 155 31 261
21,9 23,1

25-40 per cent Number 9 58 7 53 8 26 8 99
% 82 4.7 31.0 - 28.4

50 per cent Number 413 B 708 19 50 20 214
% 58.3 . 62.0 59.5 - 64.3

663 percent .. Number 9 58 8 81 ] 8 I 20
% 8.2

: 7.2 9.5 5.7
100 percent Number ! 16

% 4.6
Other Number 3 24 4 34

% 3.4 3.0
Source: OME Survey



The provision of. company cars and other travel benefits
‘

TABLE 12

Private industry Nationalised industry
|

Boardmembers /, Senior executives
|

Board members Senior executives
. Organ- . . Organ- Organ- Organ-
isations Posts isations |° Posts | isations. Posts .} isations | ‘Posts

Total covered by the questionnaire .. =... Number} 134. | 876 131 1196
|

30
|

98 30 | 353

% 100.0 100.0 100.0 100.0

Numiber provided with: ‘
{i

(a) a company, car ++ full time chauffeur . Number 55 176 9 |} 5 13.
| 36 7 | 63

x, 20.1] 1.2 36.7 17.8
(b).a company car .. .. Number, 115 611 Wi 933 16 29 16 92

% 69.7: 78.0 29.6. - 26.1
(c) pool facilities

for travel
between

chome and
| .

.

office .. : Number’ 6 25
I,

3 21 1. 4 2 31
%

. 2.8 1.8 4.1 8.8
(d)a car allowance Number 6 22 10. 45 — > 8 32

For thosein (a) and (b):
thé average range of values of company cars: .

Minimum £2,724 £1,930 £2,553 £1,906
Maximum £5,142 £2,611

‘

£3,182 £2,729
with provision of: ‘

maintenance .. Number 114 675 |, 99 826 21 35 17 138
, . %- 85.8 _

87.1 86.6 ‘89.0
petrol .. Ve Number: 86 S01 70 SSI |

19
|

47. 15 129
% 63.6 - 58.1 ‘ 72.3 " 83.2:

employees ‘who
normally pay towards Private

:

motoring Number 93 538 85 711 18 45 110-
68.4: 75.0 | 69.2 71.0:

Source: OME Survey
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Other benefits TABLE 13

Private industry Nationalised industry

Board members Senior executives Board members Senior executives

Organ- Organ- Organ- Organ-
isations Posts isations Posts isations ‘Posts isations Posts

Total covered by the questionnaire 134 876 131 1,196 30 98 30 353
100.0 100.0 100.0 100.0

Number receiving a general expense allowance Number 29 149 8 29 5 14 1 8
% 17.0 2.4 14,3 2.3

Average annual allowance £618 £407 £535 £50

Number entitled to
acquire

shares under incentive
schemes . . Number 29 177 25 215

% 20.2 18.0
Average excess of open market value over the price paid £1,299 £146 not applicable

1 L

Entitlement of full-time directors to retain fees from
outside(a)

Yes Number 42
% 31.3

No Number 44 not applicable
% 32.8

Not applicable Number 45
% 33.6

Number who receive financial assistance for:
house purchase Number 13 50 22 119 _ _— —_ —

% 5.7 10.0
average loan . £20,512 £15,979 — —
average rate of interest

|

4.0% 2.7%
other purposes Number It 68 20 139 _ _ 2 2

% 7.8 11.6 0.6
average loan £28,096 £9,233 = £677
average rate of interest

|

1.4% 1.3% 8.9%

(a) Three companies did not answer the question. Source: OME Survey



APPENDIX M
THE EFFECT OF TAX ON SALARIES.

Tax in 1974-75
1. Table 1 shows examples of the salaries recominended in this Report. and

the corresponding net salaries after tax for a married man without children.
Because of the highly progressive ratés of taxation at these salary levels, the
differentials in gross salaries are very substantially reduced in terms of net
income. Where other sources of incomé are available to the married couples,
such-as investment income or awife’s earnings, the value of the salary differen-
tials are liable to be further reduced, because any substantial differential-for one
salary-over anothér involves a highermarginal rate of tax.

- Changes in taxation since 1969-70
2. Table. 2 illustrates the increases that would be required in gross income

‘between April 1969 and April 1974 to maintain the real value, after allowing for
price increases, of net salaries after tax in April 1969in examples from the rangeof gross salaries withwhich this Reportis concerned. This 5-year periodis one in
which, before allowing for inflation, substantial reductions in taxation of in-
comes weremadein the Budgets of 1971, 1972’and 1973, and were only partially
reversed in the 1974 Budget. But tax rates at levels at which surtax or, from
1973-74, their equivalent higher rates of income tax are payable, are particularly
sensitive in real terms to inflation and to the resulting “‘fiscal drag”. This is
mainly because the surtax bands are not subject to indexation and are rarely
revised to take account of inflation. The effect of rising taxation in ‘real terms
‘bétwéen 1969 and 1974 can be seen by coniparing the increasés in gross salary
required in April 1974 to maintain theequivalent in real terms, after allowing for
inflation, of April 1969 net salaries with the increase in prices over this period
(543 per cent). Where the increase in salaries required exceeds the figure of
price increases (as.it does for all the salaries shown except the highest), the differ-
ence represents the effect of the rise in taxation in real

terms.
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Examples of recommended salaries gross and net of tax

TABLE 1

Recommended salary

Gross (before tax) | Net (after tax)
£ £

Civil Service:
Head of the Home Civil Service 23,000 10,003
Permanent Secretary 21,000 93663
Deputy Secretary 15,000 8,013
Under-Secretary .. 12,000 7;010

Armed Forces:
Field Marshal 23,000 10,003
General 21,000 9,663
Lieuténant General 15,000 8,013
Major General 12,000 7,010

Judiciary: .

Lord Chief Justice . 27,000 10,683
Lord ofAppealin Ordifary 24,500 10,258
High ‘Court Judge 21,000 9;663
Circuit Judge . 13,000 7,373-
Metropolitan Magistrate 11,750 6,917

Nationalised Industry:
British Steel Corporation: Chairman 40,000 15,217

Deputy Chairman 28,000-33;000 12,480-13,620
Board member. . 21,500-27,500 10.910- 12,366

British Gas Corporation: Chairman 35,000 © 14,076
Deputy Chairman 24,000-29;000 11,567-12,708

Board member. . 18;000-22;000 9,786-11,071
Atomic Energy Authority: Chairman: 22,500 11,225

Deputy Chairman. 15,500-19,000 8,911-10,107
Board member. . 11,500-15,000 7,324— 8,727

British Airports Authority: Chaifman 18,000 9,786
Deputy Chairman 12,500-15,000 7,746= 8,727

Board member. . 9,500-12,000 6,401- 7,539
Area Electricity Boards: Chairman. 18,000-22,000 9,786-11,071

DeputyChairman 12,500=15;,000 7,746- 8,727

tAt 1974-75 tax rates for a married.man
1

without children. For those
iin the nationalisedindustriés allowanceis made for the éffect on taxableincome of a 7 per cent deduction for

employeés’ superannuation contributions: the contributions themselves aré not deducted.

TABLE 2

Effect of price increases on changes in tax levels and net iricome in 1974 compared with 1969

April 1969 “April 1974
Gross salary Net salary Gross salary required to Net ‘salary

after tax produce 1969 net salary* equivalent to
that in 1969

£ £ £ % incréase £

6,000 4,084 10,198 70.0 6,310
8,000. 5,024 14,215 77.7 7,762
10,000 5,804 18,372 83.7 8,967
12,000 6,312 21,524 79.4 9.752
15,000 6,883 26,712 78.1 10,634
20,000. 7,446 31,830 59.1 11,504
25,000 7,883 35,800 43.2 12,179:

Retail prices
:

54.5

*Net salary. equivalent to thatin1969 iin “real”terms, ie
ie

allowing for the intervening rise
in prices.

185



_
APPENDIX N

INCREASES SINCE 1969 INPERCENTAGE TERMS TABLE 1
, Recommended increases in

n

topsalaries (a).andiincréases. in~average earnings, salaries.andprices since 1969:in percentage: terms)

1 July
1969(0)-1 January

1975 J gr

1 January
1972-1

January 1975.
1

|

January: 1974-1 January 1975

3 | Increase on pay
Percentage Annual rate

|

Percentage | Annual rate Percentage including threshold
increase

| of incréase
|

increase
| of increase increase | payments as at.

November 1974

% HS
Civil Service

=

ww U9 0.3
|.

41.7 "12.3 331
|

30.8
Armed Forces ce ae 65.0 9.5 39.0 11.6 30.9 - 28,8:

Judiciary)... 56D 8.5 34.90
| 10.5 |. 26.1

Se Nationalised Industry . we, 58.5 8.7 37.1 14.1
‘

31.7 30.3

Overall O41. ‘9.4 38.4 11.4 30.8 28.8

Average earnings(d). ae Pe 1046 13.9 56.6
| 16.1 26:5

|

Average salaries(e)... | 97.7 13.2:. . 49.8 : 14.4 25.1
Retail Prices(f) .. ee PL

70.9 10.2 42. 0 12.4 AT
Notes:

(a) Averages based on numbers of posts in October 1974.
(b) Recommended levels. These:were introduced in thrée stages between 1 July 1969.1 April. 1969’for Chairmen and Board members: of nationalised :

industries) and 1 January 1971 (1 July 1971 for the most senior levelsin all groups).
(c) For theHigher Judiciaty and Metropolitan Magistrates the periods covered are about-6 months later than those shown,

(d) Movements in DE Monthly Index of Earnings (wages and salaries). ‘Theestimate for 1 January 1975 is based’ on an increase ‘of 18.4 per:cent from
April 1974 as.forecastin the National Institute Economic Review, August 1974.

(2) Movementsiin DE Annual Index-ofAverage Salaries using interpolations based on their Monthly.Index of Earnings. Theestimate for 1 January 1975
is'based on the assumption thatsalaries.roserather less fast than all-earnings from April 1973.(the last published

figure) toApril 1974 (10 per cent com-
pared with 12.3 per Gent) and thereafter by 18.4 per cent as for wages and salaries.

(f) The January 1975 forecast is based on that for consumer prices.as-in the National Institute EconomicReview, August 1974.
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Recommended increases in salaries (in.percentage terms) for key grades since 1969 TABLE 2

I July 1969- i January 1972-
No. ini

'

1 January 1975 1 January 1975- 1 January 1974 -.1 January 1975
|} post -

October |- Increase.on pay.
1974. | Percentage |Annual-rate |Percentage |

Annual rate |Percentage} including threshold
increase | ofincrease | increase | of increase | increase

payments
as atNov. 74

.

‘
% % Zo. % %

Civil Service: Head of the Home Civil Service. . 3(a) 53.3 8.1 37.3 11.2. | 32.6 31.3
Permanent Secretary- . . 19 50.0 77 33.3 10.1 28.4 27.1
Second Permanent Secretary 22 46.2 7A 28.8 8.8 23.8 22.4
Deputy Secretary .. . 144 67.7 9.7. 42.9 12.6 35.1 33.1
Under Secretary 527 77.8. 11.0 45.5 13.3 33.3 30.9

Armed Forces: Fiéld Marshal
° 2 64.3 9.4 46.0 13.5 40.7 39.3

‘General : 23 68.0 9.9 47.4 13.8 41.4 39.8
Lieutenant ‘General 39 62.1 9.2 39,5 11.7 32.2 30.2

, Major Generaland equivalent 160 65.6 9.6 37.1 11.1 28.3 26.1
Judiciary: Lord.ofAppealin-Ordinary 10. 58.1 8.7 42.0 12.4 37.3 36.0

Lord Justice of Appeal ... se 14 60.7 9:0 42.9 12.6 37.6 36.2
High Court Judge 71 50.0 7.7 33.3 10.1 28,4 27.1
Judge of the Court of Session 18 58.3 8.7 38,2 11.4 32.4 30.9
‘Circuit. Judge 238 56.6 8,5. 33.3 10.1 ‘25.6 23.6
Metropolitan Magistrate 38 TLS 10.3 40.7 12.1 31.3 ‘28.9
Master and Registrar of the Supreme’Court 31 60.6 9.0 31.7 9.6: 22.9 20.7

Nationalised
Industry: Large.industries(a): Chairman... 8 75.6 10.8 ‘57.4 16,3 53.4 52.3

Deputy Chairman . 10 60.8 9.0 42.0 12.4 37.8 36.6.
Board Member 39 62.3: 9.2 41.1 12,1 35.6

|.

34,2.
Medium size Chairman .. 4 36.8 3.9 25.7 ro 21.7

|,

20.7
industries(b): Deputy Chairman . 3 31.5 3.1 22.4 7.0 17.5 16.3

Board’Member 3 32.5 3.3 15.2 4.8 9.5: 8.0
Small industries(c): Chairman .. 20 60.6 9.0 33.2 10.0. 28.0 26.6

Deputy Chairman . 20 58.9 ‘ 8.8 33.2 10.0 26.0 24.1
Board’Member 15 34.1 5.5 13.0 4.2 6.9 5.3

(a) Head of the Home Civil Service,.Permanent Secretary.to.the Treasury, and Secretary to theCabinet.
(b) British Steel Corporation, Post Office, BritishRail, National.Coal Board, Electricity Council, British Gas Corporation, British Airways Board, Central

Electricity Generating Board.
(c) National Freight Corporation, NationalBus Company,-Commonwealth Development Corporation, AtomicEnergy Authority.
(d) Cable and Wireless, Civil Aviation Authority, North of Scotland:Hydro Electric Board, South of Scotland Electricity Board, British Airports Authority,

British Transport Docks Board, Scottish Transport Group, Area Electricity Boards, British WaterwaysBoard.
See also Notes (a), (6) and (c) to Table 2,
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