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Chair’s foreword

Senior management pay levels in the public sector have been the
subject of much media coverage and discussion. They are often
perceived as being excessive in comparison to many other posts both
in public and private life. For example, top civil servants earn more
than the First Minister. It was these issues that prompted the Public
Accounts Committee to consider the pay arrangements for senior
management pay, not to pass judgment on the salaries of individuals,
but instead ensure that the decisions made in this field were
accountable and transparent.

The Committee agreed to undertake an inquiry into senior
management pay late 2013 and held a number of evidence sessions
during the first half of 2014. Throughout the inquiry we focused on
the rationale behind the decision-making regarding senior managers’
pay, and considered a broad range of taxpayer funded organisations in
order to build a comprehensive picture of pay arrangements across the
public sector.

So what did we find? Well, there was a mixed bag of disclosure
requirements, and approaches to pay in the public sector. It was
sometimes difficult to make comparisons between pay arrangements
between similar organisations and there were inconsistencies across
the public sector as a whole. We were concerned about these findings,
as we believe that it is vital that the information on senior pay levels in
the public sector is clear and accessible. This will allow for effective
scrutiny together with an educated and informed debate about senior
management pay to take place.

To address our concerns we are proposing a suite of recommendations
aimed at eradicating the inconsistencies in reporting and ensuring
accountability to taxpayers. Our recommendations do not place any
significant additional burden on organisations, instead they aim to
bring consistency to reporting on senior management pay, make
information more accessible to the public and provide for greater
levels of transparency regarding organisational decision-making across
the whole public sector. This should make the information of use to as
wide an audience as possible and allow for thorough scrutiny by those
with an interest in this area.



We trust that the Welsh Government will accept our recommendations
in full, and that this work can feed into the considerations of the Public
Services Staff Commission. We also believe that the on-going work
around Local Government reorganisation presents an ideal opportunity
to address a number of the issues we have identified.

| would like to thank all those who took the time to contribute to this
inquiry, and hope this report serves as a useful starting point for
securing the much needed openness and transparency around senior
management pay in the public sector that taxpayers deserve.



The Committee’s Recommendations

The Committee’s recommendations to the Welsh Government are
listed below, in the order that they appear in this Report. Please refer
to the relevant pages of the report to see the supporting evidence and
conclusions:

Recommendation 1. The Committee recommends that a clear
definition of what is meant by a senior post in the public sector is
produced and disseminated by the Welsh Government. This should
have consideration to the level of remuneration, scale of the
organisation and the level of responsibility of the post holder.

(Page 21)

Recommendation 2. The Committee recommends that the Welsh
Government use the local government reorganisation work to consider
the options for introducing consistency around senior management
pay in Local Government. We would like to see a clear rationale
published setting out how pay should be set in any new structure that
is introduced. Given the recent decisions by some councils to consider
voluntary mergers, this should be done with a matter of urgency.
Furthermore, the process of voluntary mergers should be included in
any consideration of pay structures. (Page 27)

Recommendation 3. The Committee recommends that a glossary
of terms relating to senior pay is produced and published by the Welsh
Government, which sets out the most appropriate terms to be used in
pay disclosures, as well as explanations for less frequently used terms.
The Committee further recommends that narratives to accounts,
particularly for unusual situations, contain adequate notes which are
easy to interpret. (Page 29)

Recommendation 4. The Committee recommends that the Welsh
Government work with local authorities to ensure that items pertaining
to pay matters are listed clearly and separately on all agendas
(Executive Board and Council Level). This may require an amendment
to the Local Authorities (Executive Arrangements) (Decisions,
Documents and Meetings) (Wales) (Amendment) Regulations. Page 30)

Recommendation 5. The Committee recommends that clear
guidance is issued by the Welsh Government to local authorities
requiring any Returning Officers fees to be published in an easily



accessible place alongside remuneration information. This should
include clearl explainations behind this entitlement. (Page 33)

Recommendation 6. The Committee recommends that the Welsh
Government, and other bodies issuing account directions, reviews
their mechanisms, including grant conditions, for monitoring
compliance with remuneration disclosures, and reports back to the
Committee how it intends to ensure that full compliance is achieved.
(Page 34)

Recommendation 7. The Committee recommends that the Welsh
Government produce and disseminate guidance on how to manage pay
arrangements for joint appointments between local authorities, given
the increasing moves towards these types of appointment. This should
include the need for these salaries to be disclosed in all contributing
local authorities accounts. (Page 35)

Recommendation 8. The Committee recommends that the Welsh
Government consider the make-up and recruitment of the independent
remuneration panel for Wales, as positions become available, to
ensure it is representative of wider civil society (Page 41)

Recommendation 9. The Committee recommends that information
oh remuneration committees across the public sector and their

decisions are published in an easily accessible and prominent place on
the organisations website. (Page 42)

Recommendation 10. The Committee recommend that the Welsh
Government produce good practice guidance for remuneration
committees setting out the key principles of openness and
transparency. Alongside this guidance, we recommend that a number
of seminars/training sessions are held which set out these principles
and develop the important skills needed to be an effective
remuneration panel member. (Page 42)

Recommendation 11. The Committee recommends that best
practice guidance is produced by the Welsh Government which sets
out best methods for engaging with external consultants on senior
management pay. This should include the need to have interaction
with the relevant decision making group throughout the process.

(Page 44)



Recommendation 12. The Committee recommends that the Welsh
Government works with the WLGA and the Wales Audit Office to
produce guidance on the role of senior officers in local authorities in
providing advice in relation to pay matters. (Page 46)

Recommendation 13. The Committee recommends that the Welsh
Government work with local government, higher education, further
education, health, and registered social landlord sectors to ensure that
training and guidance on senior pay is consistently delivered to all
sectors. (Page 47)

Recommendation 14. The Committee recommends that the Welsh
Government reminds local authorities out of the importance and
independence of the role of the monitoring officer, and the need to
ensure that this role operates effectively across the organisation at a
senior level. This should also remind monitoring officers of methods
for reporting any concerns either internally or if necessary externally.
(Page 48)

Recommendation 15. The Committee recommends that the Welsh
Government undertake a study into different pay mechanisms, and
produce a report setting out what is considered good practice. This
should consider how best to deal with senior management in failing
organisations. (Page 51)

Recommendation 16. The Committee recommends that public
sector organisations are required by the Welsh Government to set out
their approach to performance related pay and internal talent
management in their pay policies. (Page 52)

Recommendation 17. The Committee recommends that the Welsh
Government issues advice and guidance to the Welsh Public Sector,
including those sectors receiving significant funds from the Welsh
Government (e.g. registered social landlords, further education and
higher education) on the requirements for publication of remuneration
information and pay policies, taking account the recommendations in
this report. (Page 54)

Recommendation 18. We recommend that public sector
organisations are required to publish information on the number of
employees with a remuneration package of more than £100,000 in
bands of £5,000. (Page 54)



Recommendation 19. We recommend that a full remuneration
report is produced by all organisations within the Welsh public sector
annually, and published on a prominent place on the organisations
website. This should set out in full the following information about all
senior staff, with due regard to the Committee’s previous
recommendation about ensuring published information is easily
interpreted:

- Salary;

- Pension;

- Benefits in kind;

- Non-taxable benefits;

- Severance packages;

- Returning Officer fees/additional fees;

- Pay ratio between highest and lowest paid officer;

- Gender make-up of the senior team. (Page 54)

Recommendation 20. We recommend that all organisations in the
Welsh public sector are required to publish a pay policy statement, in
line with the requirement on Local Authorities and Fire and Rescue
authorities in the 2011 Localism Act. (Page 55)

Recommendation 21. The Committee recommends that all
information on an organisations pay is published in a single, easily
accessible place on their website and sets out the information in a
clear and transparent fashion. To achieve this, we recommend the
Welsh Government produce guidance on the format for this disclosure.
We believe this will achieve maximum transparency and ultimately
accountability. (Page 55)

Recommendation 22. We recommend that the Welsh Government
make these requirements a condition on any grants or funding which
are provided to those organisations which do not explicitly fall within
the public sector ( e.g. higher education/further education/registered
social landlords) . (Page 55)
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Recommendation 23. The Committee recommends that the Welsh
Government collate the information on senior pay across the Welsh
public sector in line with that produced by the Wales Audit Office for
the Public Accounts Committee to include those sectors receiving
significant funds from the Welsh Government (e.g. RSLs, Further
Education and Higher Education) on an annual basis and publish this
on their website. (Page 56)
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1. Introduction

1.  The Public Accounts Committee agreed to undertake an inquiry
into Senior Management Pay across the Public Sector in November
2013. This inquiry was generated by concerns from Committee
Members about the level of consistency and transparency around
senior pay in the public sector.

2.  As part of this inquiry, the Committee agreed to consider:

- the decision making process for setting pay, particularly whether
this is appropriate for achieving value for money across the
public sector;

- the method for agreeing pay increases;

- the transparency of pay and rewards/benefits eg pensions or
returning officer fees;

- the quality and level of comparative data that exists for senior
management pay across the public sector; and

- whether there should be a body that has a remit for taking and
overview of pay/remuneration across the public sector in Wales.

3. The Committee requested that the Auditor General for Wales (the
Auditor General) produce a memorandum setting out senior
management pay across the Welsh public sector. This memorandum
covered an analysis of pay in NHS bodies, local government, bodies
funded directly from the Welsh Consolidated Fund, Welsh Government
Sponsored Bodies and other bodies directly funded by the Welsh
Government. During the course of the inquiry, the Committee sought
further information on senior management pay levels in further
education, higher education and Registered Social Landlords. Copies
of all the published memorandums can be found on the Public
Accounts Committee webpage.'

4. The Committee held 8 evidence sessions and heard from a range
of witnesses from across the public sector, as well as the Hay Group
and the Tax Payers Alliance. The full list of witnesses can be found at
annex A. The Committee also held a public consultation as part of this
inquiry, and a full list of the written evidence received can be found at
annex B.

'http://senedd.assemblywales.org/mglssueHistoryChronology.aspx?lld=7198&0pt=2
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5. For the purpose of this inquiry, the Committee utilised a wide
definition of public sector, to incorporate those bodies which receive a
significant sums of public funding. Therefore, the Committee gathered
evidence on the following sectors:

- local government;

- NHS bodies;

- Welsh Government and associated organisations;
- Registered Social Landlords;

- further education;

- higher education

6. This report is structured in six chapters. Chapter two sets out the
current situation with public sector senior management pay, and some
comparators between sectors and with the public sector. Chapters
three, four and five consider different parts of the evidence received by
the Committee looking at aspects such as the consistency and
transparency of approaches to senior pay, the advice and guidance
provided to those setting senior pay and possible different approaches
to dealing with pay. Given the cross cutting nature of evidence
received, the final chapter sets out some conclusions, and a suite of
recommendations aimed at improving the openness of senior
management pay.
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2.Setting the Scene - Public Sector Pay in Wales

7. According to StatsWales, at the end of 31 March 2014, there were
23.2% of people employed in the public sector across the UK. This
percentage was slightly higher in Wales with 29.6% of people being
recorded as employed in the public sector.? Given the significant
proportion of the population employed in the public sector, the
Committee was keen to ensure that the decision making process for
setting senior pay in the public sector was consistent and transparent.

8. The Auditor General’s memorandum collated statistical
information on Chief Executive and senior salaries across the Welsh
public sector between 2009-10 and 2012-13. In 2012-13, salaries for
local government Chief Executives ranged from £105,581 for Conwy
County Borough Council to £194,661 for Pembrokeshire County
Council.? In 2012-13, salaries for Chief Executives in Welsh NHS bodies
ranged from £120,000 for the Welsh Ambulance Services NHS Trust to
£200,000 for Abertawe Bro Morgannwg University Health Board.*

9. While 2012-13 salaries for chief executive officers from the

bodies funded direct from the Welsh Consolidated Fund ranged from
£135,000 for the Public Service Ombudsman for Wales to £160,000 for
the Permanent Secretary to the Welsh Government.®

10. The Office for National Statistics (ONS) published an analysis on
Public and Private Sector Earnings in March 2014. The analysis set out
the differential between public and private sector pay. It produced two
sets of figures one based on just personal characteristics and one
which accounted for organisational characteristics as well (For further
information on what is meant by this differentiation see Office for
National Statistics publication Public and Private Sector Earnings,®). The
following two tables set out the findings of this analysis:

2 https://statswales.wales.gov.uk/Catalogue/Business-Economy-and-Labour-
Market/People-and-Work/Employment/Persons-
Employed/PublicPrivateSectorEmployment-by-WelshlLocalAuthority-Status [accessed
28/07/14]

3 Wales Audit Office, Memorandum for the Public Accounts Committee - Senior
management pay across the Welsh public sector, page 17

* lbid. page 13

> Ibid page 22

¢ Office for National Statistics, Public and Private Sector Earnings,
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Table 1: Average difference in mean hourly earnings as a
percentage of private sector pay taking into account personal
characteristics, 2002 to 2013~

Percentage
Region/nation 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
North East 1.2 2.7 6.8 6.4 7.5 6.6 3.4 7.5 10.6 10.4 9.1 10.5
North West 0.2 1.7 2.6 4.6 6.3 4.5 4.1 5.4 7.6 8.1 8.4 7.4
Yorkshire and The Humber 0.8 1.7 3.1 6.1 5.4 4.1 2.2 5.3 6.6 8.0 7.8 8.0
East Midlands 1.7 3.2 4.5 7.4 6.8 6.2 4.1 5.8 7.7 9.5 7.5 5.7
West Midlands 0.3 2.0 5.9 6.5 5.8 3.4 3.2 5.2 8.6 8.8 6.7 5.9
East of England -5.0 -4.6 -0.4 2.4 1.5 -0.4 0.4 4.2 4.0 5.8 4.6 4.6
London -15.5 -12.9 -10.6 -8.9 -10.2 -10.8 -12.9 -9.5 -7.2 -8.0 -6.8 -7.7
South East -11.4 -8.5 -4.7 -4.9 -4.4 -5.2 -5.7 -6.1 -2.7 -2.4 -3.7 -2.5
South West -3.1 0.6 2.7 4.1 4.0 3.0 4.3 4.9 7.0 9.2 6.9 6.1
Wales 1.2 3.9 6.7 8.4 5.2 6.5 5.2 7.9 9.0 7.7 7.2 7.9
Scotland -2.1 -2.2 -0.3 1.7 2.4 -1.6 -1.5 2.4 3.2 3.8 2.2 1.9
Northern Ireland (a) - - 8.0 10.3 2.3 7.0 8.3 10.6 9.7 10.7 12.3 14.7
United Kingdom (a) -3.5 -1.7 1.0 2.6 1.7 0.9 0.1 2.4 4.3 3.8 3.1 2.7
Table 2: Average difference in mean hourly earnings as a
percentage of private sector pay taking into account personal and
organisational characteristics, 2002 to 2013?

Percentage

Region/nation 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

North East -2.8 -1.4 3.1 2.8 4.4 29 -0.3 3.2 6.0 6.2 5.2 6.3
North West -3.5 -2.5 -1.1 0.9 3.0 0.7 0.1 1.0 2.9 3.6 4.3 2.9
Yorkshire and The Humber -3.4 -2.9 -1.0 1.7 1.8 0.2 -2.0 0.8 1.7 3.2 3.1 2.8
East Midlands -3.0 -1.7 0.2 3.1 3.3 1.9 -0.2 1.3 3.2 5.0 3.5 1.7
West Midlands -3.8 -2.7 1.6 2.4 2.5 -0.5 -0.9 0.8 3.8 4.4 2.6 1.5
East of England -9.2 -9.2 -4.3 -1.8 -2.1 -4.7 -4.1 -0.8 -0.8 1.0 0.3 -0.2
London -18.1 -15.9 -13.3 -11.6 -12.3 -13.7 -15.6 -12.5 -10.7 -11.2 -9.9 -11.2
South East -15.1 -13.0 -8.6 -8.9 -7.7 -9.1 -9.8 -10.3 -7.2 -6.6 -7.6 -6.9
South West -7.4 -4.3 -1.8 -0.4 0.1 -1.6 -0.6 -0.4 1.5 4.1 2.5 1.2
Wales -3.9 -1.9 2.3 4.0 1.5 2.0 0.7 3.0 4.0 2.7 2.4 2.3
Scotland -6.4 -6.6 -3.9 -2.2 -5.6 -5.1 -5.2 -1.7 -1.3 -0.5 -1.8 -2.5
Northern Ireland (a) - - 3.7 5.0 -1.8 2.1 1.9 3.7 2.6 3.5 4.8 7.1
United Kingdom (a) -7.4 6.1 2.8 -1.4 -1.6 -3.0 -4.0 -2.0 -0.4 0.7 -1.0 -1.9

11. The ONS also undertook comparisons on pay at the top and
bottom of the earning distributions. The UK wide findings are in the
tables below:

7 Source: Office for National Statistics, Public and Private Sector Earnings, pages 23
and 24 Note: Data for Northern Ireland is available from 2004. Consequently, figures
for the UK in 2002 and 2003 are actually for Great Britain.

8 Source: Office for National Statistics, Public and Private Sector Earnings, pages 24
and 25 Note: Data for Northern Ireland is available from 2004. Consequently, figures
for the UK in 2002 and 2003 are actually for Great Britain.
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Table 3: Average difference in hourly earnings as a percentage of
private sector pay across the earnings distribution taking into
account personal characteristics, 2013°

Percentage
Percentile

Region/nation 5th 10th 50th 90th 95th

North East 14.0 13.2 12.3 5.4 2.1
North West 12.9 13.1 7.6 3.2 1.0
Yorkshire and The Humber 10.8 10.9 6.4 2.1 -0.6
East Midlands 9.5 9.7 7.2 2.2 -0.8
West Midlands 10.1 11.2 7.5 1.5 -2.9
East of England 11.5 11.1 5.7 1.0 -0.9
London 20.4 15.3 -3.1 -19.5 -24.3
South East 9.0 7.7 -0.6 -9.0 -13.0
South West 10.1 10.9 7.1 3.3 0.3
Wales 11.8 13.1 9.7 2.6 -0.7
Scotland 14.6 13.3 3.9 -4.9 -5.9
Northemn Ireland 23.0 23.0 16.4 8.6 4.0
United Kingdom 12.7 12.0 4.9 -2.9 -5.9

Table 4: Average difference in hourly earnings as a percentage of
private sector pay across the earnings distribution taking into
account personal and organisational characteristics, 2013"

Percentage
Percentile

Region/nation 5th 10th 50th 90th 95th

North East 10.8 10.2 8.5 -0.9 2.7
North West 9.1 9.4 4.1 -1.0 -3.5
Yorkshire and The Humber 7.0 7.8 2.5 -3.2 -4.2
East Midlands 6.7 6.3 3.5 -1.4 -3.9
West Midlands 6.8 8.0 4.2 -2.9 -7.3
East of England 7.9 7.9 1.2 -4.3 -5.6
London 15.0 10.5 -5.9 -22.6 -27.8
South East 4.1 3.7 -4.1 -12.8 -17.1
South West 6.7 7.5 3.5 -1.7 -4.6
Wales 8.1 8.5 5.4 2.4 -5.8
Scotland 11.4 9.7 0.1 -8.9 -10.9
Northern Ireland 16.4 17.6 8.9 0.7 -1.3
United Kingdom 8.4 8.3 1.3 -7.2 -10.8

° Source: Office for National Statistics, Public and Private Sector Earnings, page 27
19 Source: Office for National Statistics, Public and Private Sector Earnings, page 28
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Reporting Requirements for Senior Management Pay

12. All public bodies are required to report the remuneration of their
senior staff. The exact nature of the information required to be
reported varies between different sectors according to the relevant
statutory requirements and the associated accounting guidance.

13. NHS bodies and all bodies within the central government sector
follow the requirements set out in Government Financial Reporting
Manual (FReM).

14. All local government bodies (local authorities, police and crime
commissioners (PCCs), police chief constables, national parks and fire
and rescue authorities) follow the requirements set out in the
Chartered Institute of Public Finance and Accountancy (CIPFA) Code of
Practice on Local Authority Accounting (the Code).

15. The education sector (Higher and Further education) are governed
by the Further and Higher Education Statement of Recommended
Practice (SORP). While Registered Social Landlords follow the Statement
of recommended practice: Accounting by registered social landlords.

16. In Wales, these manuals, Codes and statements of recommended
practice are also supported by other Welsh Government guidance. For
example:

- NHS bodies - NHS Manual for Accounts;

- Welsh Government Sponsored Bides - specific directions;

- local government bodies - The Accounts and Audit (Wales)
(Amendment) Regulations 2010;

- education sector: Accounts directions to higher and further
education institutions (separate directions issued)

- Registered Social Landlords - the Accounting Requirements for
Registered Social Landlords General Determination (Wales) 2009.

17. The exact requirements of these codes and supplementary
directions and guidance differ, which has led to some inconsistencies
in reporting. These are explored further in the following table:
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Senior officer remuneration disclosure requirements

Guidance / recommended
practice

Definitions of senior officers
where specific individual
disclosure is required

Definitions of senior officers,
where numbers of officers are
required to be disclosed.

Central government
sector:

Government

Financial Reporting
Manual (FReM)

The chairman and
chief executive.

The management
board (including
advisory and non-
executive members)
having authority or
responsibility for
directing or controlling
the major activities of
the entity during the
year.

No disclosure
required.

NHS:
Government

Financial Reporting
Manual (FReM)

As for FreM bodies but
Manual states:

“usually considered
that the regular
attendees of the
body’s board meetings
are its senior
managers”

No disclosure
required.

Local government:
CIPFA Code

A person whose salary
is more than £150,000
per year.

A person whose salary
is at least £60,000 per
year and who is the
designated head of
paid service, a
statutory or non-
statutory chief officer,
or any person having
responsibility to the
extent that the person
has the power to direct
or control the major
activities of the body.

Officers whose
remuneration was
£60,000 or more,
grouped in £5,000
bands.

Education:

Further and Higher
education Statement

of Recommended
Practice (SORP)

The Principal and the
highest paid
employee, if that is not
the Principal.

Employees whose
total emoluments
exceed £60,000 for
further education
institutions and
£100,000 for higher
education institutions,
in £10,000 bands

Registered Social
Landlords:
Statement of
recommended
practice: Accounting
by registered social
landlords

The highest paid
director during the
period of account

No disclosure
required.



Disclosure requirements

Central government
sector:

Government

Financial Reporting
Manual (FReM)

NHS: Local government:
Government CIPFA Code
Financial Reporting

Manual (FReM)

Education:

Further and Higher
education Statement
of Recommended
Practice (SORP)

Registered Social
Landlords:
Statement of
recommended
practice: Accounting
by registered social
landlords

For specific senior officers
Salaries and allowances
Performance pay or bonuses
Compensation on loss of office
Benefits in kind

Pensions — annual increase in
accrued pension and cash
equivalent transfer value
(CETV)

Pensions — employers
contribution

For number of senior officers

Salaries and allowances
Performance pay or bonuses
Compensation on loss of office
Benefits in kind

Pensions — employers
contribution

\/
Y
\/
\/
v

No disclosure
required.

Y Y
v Y
Y Y
Y g
N
\/
No disclosure Disclosure based on
required. remuneration
\/
Y
Y
\/
\/

<. 2 2 =2

Disclosure based on
“emoluments”

<. 2 2 =2 =2

<. 2 2 =2

No disclosure
required.



How Senior Management Pay is Set

18. There appeared to be a general lack of understanding around the
process for setting Senior Management pay in the public sector. This
inquiry has highlighted, in part, some of the differences between
sectors and why there is variation in pay levels. However, it seems that
more could be done to set out more clearly how salaries are set and
increases occur.

19. The Auditor General’s memorandum sets out details of how
senior management pay is set within the public sector in Wales,
together with indications of any flexibility available to organisations
when setting pay structures."

20. Under section 38(1) of the Localism Act 2011, all councils and fire
and rescue authorities in England and Wales are required to publish
details of their policies which determine how pay is set, in particular
executive pay. However, this requirement is not as explicit in other
parts of the public sector.

21. The Committee took evidence from the Hay Group who work
across the UK public sector to modernise their pay and reward
arrangements, deliver leadership programmes and provide
organisational design solutions.'? The Hay Group’s written evidence
sets out the difficulties that they experience with regards to senior

pay:

“The problems we encounter are..., for example committees
which are not in a position to decide, because they do not have
a common understanding of policy or are not fully prepared;
and reluctance to link remuneration to organisation need and
performance.”

22. It also makes some general comments around the quality of the
methodology used by public sector organisations in setting senior pay,
stating that:

' Wales Audit Office, Memorandum for the Public Accounts Committee - Senior
management pay across the Welsh public sector, page 37 [accessed 7 February
2014]

2 Hay Group, Public sector and not for profit [accessed 7 February 2014]

'* National Assembly for Wales, Public Accounts Committee, PAC(4)-05-14: Paper 1:
Evidence from the Hay Group, page 3 [accessed 7 February 2014]
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“Public sector organisations often lack clear and properly
articulated policies for senior pay. A rounded policy will define
what the organisation wants to pay for and what forms reward
will take, as well as how much should be paid. Many public
sector organisations concentrate on the last of these things,
and some even make assumptions about market position rather
than developing a rationale for what they do.”"*

23. It was also suggested by witnesses that further clarity may be
useful in defining what is meant by “senior posts” to ensure consistent
information is provided across the public sector. Different
organisations disclose varying pieces of information about senior
posts with some organisations defining it by the amount earned and
others on the position held. For example, during the evidence session
with the Welsh Local Government Association (WLGA), there was some
confusion about the definition of senior managers whether this was
just the lay under the chief executive or the wider definition used for
disclosure in the accounts.’ Robert Oxley from the Taxpayers’ Alliance
told the Committee that they felt:

“Councils have a certain amount of leeway in respect of staff in
senior positions. So, you will have some inconsistency, whereby
a member of staff could be earning over £100,000, but if that
individual is not deemed to be senior, there is no requirement
to provide greater data.”’®

24. This concern is wider than just local government. For example in
further education, remuneration committees are tasked with looking at
senior post holders only. However, the definition of senior post is
decided by the college corporation, Mark Jones, Chair of Coleg Cymru
explained that:

“The college corporation decides that. It will always be the
principal and the clerk. There are some inconsistencies below
that. In some cases it includes deputies, and in some cases
they are not senior post holders. So, there are some differences
between different colleges. However, it will always be the
principal and the clerk; they are the two required by statute to

* National Assembly for Wales, Public Accounts Committee, PAC(4)-05-14: Paper 1:
Evidence from the Hay Group, page 1 [accessed 7 February 2014]

> Public Accounts Committee, RoP, 13 February 2014, paragraphs 126-131

'® Public Accounts Committee, RoP, 6 March 2014, paragraph 57
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be senior post holders. The rest is left up to the college
corporation. However, they would still approve the salaries of
everybody.”"”

25. Clear definitions are essential for what is meant by senior staff.
These are necessary to make sure that comparisons can be drawn
across sectors and organisations, and that it is transparent what roles
are being considered as senior. While the Committee does not
necessarily believe a one size fits all definition, would be applicable to
all organisations, greater consistency is needed.

The Committee recommends that a clear definition of what is
meant by a senior post in the public sector is produced and
disseminated by the Welsh Government. This should have
consideration to the level of remuneration, scale of the
organisation and the level of responsibility of the post holder.

'” Public Accounts Committee, RoP, 6 May 2014, paragraph 30
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3.Consistency and Transparency

26. A significant concern for the Committee was the lack of
consistency and transparency around levels of senior pay, and how
these rates were decided upon. The Committee found in a number of
instances the published information was inconsistent among sectors
and across the board. It is important to achieve consistency in this
area to properly evaluate the value for money of these posts. This
chapter explores a number of these areas further.

Consistency

27. Through the inquiry the Committee had a number of concerns
about the inconsistency of published information, both in terms of
content, availability and accessibility.

28. The Auditor General’s memorandum highlighted that there was a
wide range in pay across the public sector as a whole, and within the
different parts of it. The Permanent Secretary told the Committee he
felt that there was probably a case for greater consistency across
Wales.'®

29. The Permanent Secretary also suggested that more information
was needed to explain inconsistencies. For example, the salaries in the
health boards are relatively high in comparison to other salaries
elsewhere in the public sector. These salaries were set as a result of a
benchmarking exercise, and consideration of the market rates across
the UK NHS. The Permanent Secretary suggested that:

“That process was probably a very good process and it
produced a result balancing job weight and employment
market issues. Nevertheless, it needs to be taken in the wider
context, so that people can be satisfied about that and that, if
there is any apparent inconsistency, there are good reasons for
the differences.””

30. The Auditor General’s memorandum set out the differences in
salaries between chief executives in local authorities. The Committee
noted that there were substantial differences in local authority pay
levels despite similarities between authorities. When the WLGA were

'® Public Accounts Committee, RoP, 13 February 2014, paragraph 410
' Public Accounts Committee, RoP, 13 February 2014, paragraph 402
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asked about these differences, Jon Rae, Director of Resources, told the
Committee that:

“There are, almost, three distinct groupings there; there are
about eight authorities between £100,000 and £120,000; there
are three authorities that have salaries over £150,000; and
then there are about 11 authorities in the middle. When you
have a range like that it has to be explained, so | think that it is
up to the councils themselves to explain, rightly, to their
citizens and justify where they fall in a certain continuum. That
certainly has to be explained.”®

31. In addition to inconsistencies with sectors, the Committee
received a range of evidence on pay levels and the provision of
financial information from the Auditor General and National
Assembly’s Research Service, which in some cases was different to the
information presented by witnesses. For example, there were some
inconsistencies in the evidence presented initially by the WLGA, due to
interpretation of population figures?' (these were subsequently
rectified by the WLGA?%).

32. Furthermore, there were some discrepancies with the information
contained within the further education figures. Mark Jones told the
Committee that:

“It is difficult, Chair, looking at some of the figures. | moved
colleges within the last year, 2012-13, and certainly the figures
that | have seen there for my previous college, Bridgend, and
for Gower College Swansea, do not appear quite right. For
example, at Bridgend there was a handover period where there
were two principals for a couple of months, and the same in
Gower as well. Those accounts do not reflect that, so the
figures look a little bit high. Well, they would—there were two
principals there for a couple of months.”*

33. These inconsistencies are a matter of concern for the Committee
as it highlights just how difficult the information on senior pay can be
difficult to obtain and interpret. When the information is
predominately just contained within the accounts without a meaningful

22 Public Accounts Committee, RoP, 13 February 2014, paragraph 216
2! Public Accounts Committee, RoP, 13 February 2014, paragraph 175
22 Written Evidence, PAC(4)-10-14 ptn3, 3 April 2014

23 Public Accounts Committee, RoP, 6 May 2014, paragraph 26
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narrative, it can be difficult to get the full story. We believe this
supports our view that greater clarity is needed in this area and that
clear, easily understandable narratives/explanations must be
published alongside the accounts.

34. In exploring options for addressing the lack of consistency, the
Committee questioned witnesses about whether banding of pay levels
across the public sector as a whole would be useful. There was little
support from witnesses for this as it was felt that the variety of jobs in
the Public Sector meant that there would be little value to it and it
would be difficult to achieve. Concerns were also raised regarding the
impact this may have on recruitment and retention. There was
recognition that there were different markets for different parts of the
public sector, so a consistent approach may not be suitable.

35. Peter Smith, from the Hay Group told the Committee that:

“l do not think that the public sector is one thing, so, having
the same rules right across the public sector is not particularly
going to apply. So, | will just take the example of local
government compared to universities. Universities, at various
points, particularly for their professors, but occasionally for
their senior managers, are recruiting not just UK-wide but
internationally, whereas local government, typically, is not.
...So, they are in different markets and those different markets
have different dynamics and | do not see it as helpful for the
wellbeing of, for example, universities to link them to
something that was also appropriate to local government.”

36. Peter Smith went on to argue that the introduction of a banding
system would be a sub-optimal approach to pay setting as it would
have a negative impact on accountability. He argued that:

“What the current systems do, for all their faults—and there are
many—is create some alignment between people’s
accountability for the performance of a local authority, a
hospital, et cetera, and the remuneration and performance of
the senior executives. What worries me about contrary
proposals is that, as soon as you step outside that, you end up
with diluted and fractured accountability, and | would rather
not have that.”

¢ Public Accounts Committee, RoP, 13 February 2014, paragraph 52

24



37. The Committee agrees with the views put forward that there are
limitations on the usefulness of bands for setting pay across the public
sector as a whole. However, we do believe it would be useful if there
were consistent bands used within sectors for publishing the
information on senior management pay as this would help with
making comparisons.

Banding within Sectors

38. Some witnesses felt that it should be possible to consider the
dynamics of each sector and outline what would be expected to
happen on pay, particularly as it has been achieved within the health
service. The Permanent Secretary told the Committee that:

“l think that you can do reasonably hard banding within one
service like the National Health Service. | think that it would be
difficult to do similarly hard banding across the public services
generally, but it comes back to the general question of
consistency. If there is a case for more consistency then the
next question will have to be ‘What will be the best
mechanisms for pursuing that kind of consistency?’ It is not
just the health service where there is banding. | am a
permanent secretary; permanent secretary salaries are set
across the UK in accordance with short bands related to job
weight, the size of the management and financial
accountabilities.””

39. Robert Oxley suggested that banding even within sectors can
cause some difficulties:

“The problem is that when you start to set benchmarks like
this, given the fact that local communities and local areas face
very different challenges and very different local circumstances,
you get to the point where you will have some council chief
executives, | would suggest, being underpaid and some being
overpaid.”’?®

40. Furthermore, he highlighted that there were concerns with
uniformity as:

> Public Accounts Committee, RoP, 13 February 2014, paragraph 460
%6 Public Accounts Committee, RoP, 6 March 2014, paragraph 92
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“...you do not tend to reward those councils that try to do
things better, try to improve or try to cut costs.””

Banding in the National Health Service Wales

41. With the 2009 NHS reorganisation and the creation of the current
local health boards, Welsh Government Ministers made a decision to
pursue a national approach to pay rather than a local approach for
Executive Directors.?® The salary levels were evaluated using the Civil
Service Job Evaluation for Senior Posts (JESP). The Auditor General’s
memorandum notes that:

“Consequently, for NHS bodies, remuneration of senior
managers has to comply with directives issued by the Welsh
Government through the JESP Job Evaluation system, but with
some scope for local determination.”

42. The process undertaken for the health service after reorganisation
has achieved good levels of consistency amongst senior managers. It
was suggested that taking forward the work of the Williams
Commission may present an opportunity for this to be considered as
an option for Local Government. Peter Smith told the Committee that:

“... there are things that one could do, even if you are not
going to impose or introduce some kind of banding regime to
say that the biggest authority in the new, restructured system
will be banded like this and will have a salary of X or a salary
between X and Y and so on, which is obviously one of the
options you will be considering. So, even if you do not do that,
there are lots of things to do with infrastructure, back-up,
capability and openness—."*°

43, The Committee believes the Williams Commission, and the
potential for local government reorganisation, presents a good
opportunity to consider greater consistency in senior pay across Welsh
local government. Although local accountability and democracy
should, and would, always have an impact on pay, we would urge the

27 Public Accounts Committee, RoP, 6 March 2014, paragraph 107

28 Public Accounts Committee, RoP, 13 February 2014, paragraph 399

29 Wales Audit Office, Memorandum for the Public Accounts Committee - Senior
management pay across the Welsh public sector, paragrapgh 4.3

3 Public Accounts Committee, RoP, 13 February 2014, paragraph 85
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Welsh Government to use this opportunity to bring some much needed
consistency to pay in this area.

The Committee recommends that the Welsh Government use the
local government reorganisation work to consider the options for
introducing consistency around senior management pay in Local
Government. We would like to see a clear rationale published
setting out how pay should be set in any new structure that is
introduced. Given the recent decisions by some councils to
consider voluntary mergers, this should be done with a matter of
urgency. Furthermore, the process of voluntary mergers should be
included in any consideration of pay structures.

Transparency

44. The memorandum produced by the Auditor General appears to be
the first time the information on senior management pay in the Welsh
public sector had been collated in such a comprehensive fashion.
Witnesses told the Committee that they felt the publication of this
memorandum had increased transparency. For example, the
Permanent Secretary told the Committee that:

“I had not, until | looked at the audit office’s report to this
committee last week, seen a lot of this material brought
together between two covers before. So, although I think that
all the material—not the analysis—was probably previously
published and therefore transparent, it was not quite visible, in
the sense of being able to look at consistency, partly within the
main sectors.”'

45. Although this information is publicly available, the Committee
believes that having a single document or the information collated in
one place makes comparisons and interpretation of the information
easier and increases transparency. As well as bringing more
transparency across the Board, the work undertaken by the Auditor
General and the National Assembly’s Research Service on behalf of the
Committee found that there was a lack of consistency and
transparency in terms of what was actually published.

46. For example, in gathering information from the further and
higher education sectors, several colleges and universities did not
have their accounts available on their website, or did not publish all

3" Public Accounts Committee, RoP, 13 February 2014, paragraph 410
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the requirements of full disclosures i.e. all remuneration
(pay/benefits/pensions), or where it was published was not always
clear or easy to find. The Hay Group suggested that:

“Finally, the public is also ill-served by the present approach to
disclosure: information on senior management remuneration
remains difficult to find and it is not always presented in a
helpful way, with a clear link between what is paid and why. If
all bodies in receipt of public money had to provide a
remuneration report (of a kind offered by some of the best
private sector companies and certain agencies and NHS trusts,
and covering at least the chief executive and all members of
the top executive team) it would be a lot clearer. There could
be a requirement to explain how changes to remuneration
related to strategy, organisation need and organisation
performance.”?

47. The Committee firmly believes that transparency is more than just
publishing the information. Despite the suggestion from the WLGA
that “the information is all publicly available so that it is transparent”,*
we believe it is essential that the information is easily accessible and
easy to interpret for the general public, to fulfil what is intended by
the principles of transparency.

48. An example of the lack of transparency was the figure reported in
the accounts for the salary of the Coleg Gwent principal. Exactly the
same figure (£178,567) was reported for the principal’s 2012/13
salary, and remuneration package, which Mark Jones noted was “very
unusual”. Further clarification from Coleg Gwent highlighted that:

“... prior to the permanent appointment of the Principal in May
2013, the salary was paid via a recruitment company and the
agency fees were included within the College’s reported
emoluments figure.”

49. The disclosure in the accounts consequently gave an inaccurate
picture of the salary of the Coleg Gwent Principal, although it was
transparent in terms of the requirements for publication.

32 National Assembly for Wales, Public Accounts Committee, PAC(4)-05-14: Paper 1:
Evidence from the Hay Group, page 3
33 Public Accounts Committee, RoP, 13 February 2014, paragraph 293
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50. In addition to the difficulties finding the published information
on websites, witnesses felt that the terminology used in some
disclosures was not necessarily clear or user friendly e.g. using the
term “remuneration” instead of pay. For example, Robert Oxley told
the Committee that you:

“...are not looking for ‘council pay’ but for the term
‘remuneration’. To the average resident and the average
taxpayer who is footing this bill, it will take them a long time
simply to find those data. You have to be willing and know that
you have to go to look in the council accounts and that the
information is probably going to be buried on about page 100.
You also have to know how it is going to be broken down. So,
certainly, at the moment, it is not easy to find the information.
When you find the information, you find quite significant
inconsistencies.”*

51. It appears to the Committee that it would be in the public interest
for information on senior pay to be as easy to find as possible. We
would like to see the terminology used in describing pay to be
simplified and unified. This would be the most straightforward
approach for the public looking for this information, potentially in a
number of different areas.

The Committee recommends that a glossary of terms relating to
senior pay is produced and published by the Welsh Government,
which sets out the most appropriate terms to be used in pay
disclosures, as well as explanations for less frequently used terms.
The Committee further recommends that narratives to accounts,
particularly for unusual situations, contain adequate notes which
are easy to interpret.

52. Furthermore, it can be difficult to ascertain when items were
being discussed and agreed by remuneration committees (or
equivalent Decision Makers). It was suggested that more could be
done to ensure these items are clearly listed on agendas and are
publicised. One of the findings of the appointed auditor of
Carmarthenshire County Council, in his report in the public interest on
senior officers pay and pensions was that:

3* Public Accounts Committee, RoP, 6 March 2014, paragraph 56
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“The agenda item was considered by the Executive Board
without appearing on the agenda and without being open to
inspection by members of the public.”*

53. Regulation 5(4) of the Local Authorities (Executive Arrangements)
(Decisions, Documents and Meetings) (Wales) Regulations 2001 as
substituted by regulation 2(2) of the Local Authorities (Executive
Arrangements) (Decisions, Documents and Meetings) (Wales)
(Amendment) Regulations 2002 sets out that an item of business may
not be considered at a [Local Authority] meeting unless a copy of the
agenda including the item (or a copy of the item) is open to inspection
by members of the public in pursuance of paragraph (1):

(i) for at least three clear days before the meeting; or

(ii) where the meeting is convened at a shorter notice, from the
time the meeting is convened; or by reason of special
circumstances, which shall be specified in the minutes.”

54. Although this may have been part of a particularly serious case,
the Committee are concerned that the failure to publish agenda items
could happen routinely. It is vital that the public are able to scrutinise
the decisions, and that a clear audit trail is available, to which end we
believe that it would be beneficial to remind local authorities of this
responsibility. Furthermore, the Committee are keen to ensure that
items on pay are listed as separate items to maximise transparency.

The Committee recommends that the Welsh Government work with
local authorities to ensure that items pertaining to pay matters are
listed clearly and separately on all agendas (Executive Board and
Council Level). This may require an amendment to the Local
Authorities (Executive Arrangements) (Decisions, Documents and
Meetings) (Wales) (Amendment) Regulations.

55. The information on senior salaries presented to the Committee
highlighted that it can be difficult to make year on year comparisons
as the information is contained within the annual accounts of each
organisation rather than a single place. Although accounts may have
some comparisons to the previous year, it is difficult to see trends. For
example, there appears to have been an upwards drift of local

% Senior Officers’ Pay and Pensions - Carmarthenshire County Council- Report in the
Public Interest page 11
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authority salaries since 1995, but it is difficult to trace why this may
have happened, or for this trend to have been identified year on year.

56. Concerns were raised with the Committee about the process of
setting pay on the median level against other organisations. The
Committee were told that this could lead to the market chasing to the
next median level, and that this is why transparency and governance
structures at the top are vital. Marie Rosenthal from Cardiff Council
told the Committee that:

“To come back to the question that was asked about how we
might improve matters, | would like to encourage you to think
about this whole business of transparency and openness,
because, if we publish these figures, so that the public and the
journalists can see, that starts the debate, does it not? It means
that those employers who are being inconsistent or irrational in
their pay policy arrangements are brought to account. | think
the difficulty that you have legally is that each local authority is
an individual employer, and it will have individually negotiated
local arrangements.”®

57. The Committee believes that the publication of this information
and allowing decisions to be scrutinised is absolutely vital. Without
openness and transparency it can be difficult to understand the
decisions made around pay for the best paid public sector workers. We
do not believe this is in the best interests of those working for these
organisations, those responsible for making the decision or the wider
public.

58. In addition to the information published in relation to salary and
remuneration, the Committee found that there was a great need for
transparency in a number of other areas, where senior managers are in
receipt of benefits which impact significantly on their overall package.
These include:

- “Benefits in Kind”;
- returning Officer fees;

- exit packages.

3% Public Accounts Committee, RoP, 13 May 2014, paragraph 188
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“Benefits in Kind”

59. The Committee found that there was a need for greater
transparency in areas such as “Benefits in Kind”. There are
inconsistencies with the need to disclose these currently, for example,
in the higher education sector there is no requirement for the Vice
Chancellors’ grace and favour residence (and the tax exempt status to
be disclosed).?”

60. Furthermore, we found that some of the benefits in kind which
are disclosed could benefit from better explanations. For example, the
health board car allowance scheme allows for “top ups” to be paid, and
therefore participants are able to get different cars. Senior managers
often take advantage of this top up scheme which can make it appear
that they are getting a greater benefit from this scheme. This
highlights why clarity is essential.

61. The Committee believes that benefits in kind need to be clearly
disclosed in remuneration reports. They need to be published
alongside disclosures on pay, pensions and other remuneration
information. This is a significant source of income for senior officers
and it is in the public interest for this to be clearly set out.

Returning Officer fees
62. The Auditor General’s memorandum notes that:

“Senior officers of unitary authorities, in most cases the chief
executive, also receive payment for their roles as returning
officers. CIPFA has not issued a definitive statement regarding
the inclusion or otherwise of returning officer fees in the
remuneration of senior officers. Consequently, there is some
inconsistency in the interpretation and disclosure of returning
officer fees within Welsh councils’ remuneration disclosures.”®

63. The returning officer fees which were disclosed ranged between
£2,895 (Anglesey County Council) and £24,239 (Cardiff County
Council). These are significant sums of money, which are being
received for a position, albeit a separate role of Returning Officer,

37 Public Accounts Committee, RoP, 12 June 2014, paragraph 188
3% Wales Audit Office, Memorandum for the Public Accounts Committee - Senior
management pay across the Welsh public sector, paragraph 2.14
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which has been taken on directly as a result of employment in the local
authority.*

64. There is a lack of clear guidance on whether these fees should be
included in pay disclosures for senior officers, which has led to an
inconsistency in whether these are presented across local authorities.
The Auditor General’s memorandum found four local authorities where
the returning officer fees were unclear, and therefore could not be
included in the information.

65. Due to the Committee’s primary focus during this inquiry being
broader than just one area of the public sector, we did not consider
the issue in great detail. However, it is clear to the Committee that
these returning officer fees are part of the remuneration package, and
therefore should be included in the disclosure. We believe that there
needs to be greater transparency around these significant sums of
public money which are allocated to senior managers in local
authorities. Some Councils, such as Swansea City Council, have
consolidated the Returning Officer role into the Chief Executive’s and
therefore incorporated these fees into their overall remuneration
package. The Committee considers this to be a good practice, and
believes it warrants further consideration when considering chief
executive pay.

The Committee recommends that clear guidance is issued by the
Welsh Government to local authorities requiring any Returning
Officers fees to be published in an easily accessible place
alongside remuneration information. This should include clear
explanations behind this entitlement.

Exit Packages

66. The Committee also discussed the practice of exit packages for
senior staff, and whether there was adequate responsibility for failure
and if this was an effective mechanism for senior officials leaving an
organisation. Concerns were expressed by some witnesses about the
level of exit payments made by some organisations to senior staff and
about the “merry-go-round” of staff taking exit payments and then
being re-employed. Furthermore, concerns were expressed about the

3% Wales Audit Office, Memorandum for the Public Accounts Committee - Senior
management pay across the Welsh public sector, paragraph 2.15
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practice of people receiving pension payments, and then returning to a
senior post in the public sector.

67. Furthermore, it was felt that there was no obvious role for
confidentiality arrangements with regards to compromise agreements
in the public sector.

68. This is an area which the Committee has significant concerns
over. The practice of paying off staff when they leave an organisation
needs to be highly transparent. There are many legitimate concerns
about the size of these payments and the reasons for the payments.
The Auditor General is due to publish a Value for Money study on early
departures in the public sector in by early 2015 and the Committee
will return to this issue following the findings of that study.

Accountability

69. The Committee heard a number of concerns about whether there
is sufficient accountability for the decisions made around senior
management pay.

70. There was an expectation from witnesses that the Welsh
Government would take interest in the senior pay process across the
Welsh public sector given that it funds the cost of these posts.

71. However, the work carried out for the Committee by the Auditor
General and the National Assembly’s Research Service highlighted that
there may have been a lack of monitoring from the Welsh Government
in relation to some sectors, for example the further education sector.
As referred to earlier in this report, a number of inconsistencies were
found in some remuneration disclosures, and in the further education
sector some institutions had not published their accounts online
despite this being a requirement in the Accounts Directions from the
Welsh Government.

The Committee recommends that the Welsh Government, and
other bodies issuing account directions, reviews their
mechanisms, including grant conditions, for monitoring
compliance with remuneration disclosures, and reports back to the
Committee how it intends to ensure that full compliance is
achieved.

72. Furthermore, there were some concerns raised about a potential
lack of accountability around pay setting for regional consortia posts.
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These posts operate across local authorities, with one authority taking
the lead in terms of setting pay and terms and conditions. Given the
inconsistencies between local authorities, this raises some concerns
about how accountable these posts are.

73. The Committee was informed that the Welsh Government monitor
the arrangements for performance of education consortia via a series
of stocktakes, but are concerned that there is no monitoring for other
consortia such as those for transport and social services.*
Furthermore, we have concerns that the monitoring arrangements
which are in place do not adequately consider the pay arrangements.

74. Given that these joint posts are funded by a number of councils
with either one council or the WLGA taking a lead role, the Committee
believes that the cost of the post should be included in the accounts of
all contributing councils.

The Committee recommends that the Welsh Government produce
and disseminate guidance on how to manage pay arrangements
for joint appointments between local authorities, given the
increasing moves towards these types of appointment. This
should include the need for these salaries to be disclosed in all
contributing local authorities accounts.

75. The Committee recognises that within local authorities, the
fundamental accountability for senior salaries lies with local
democratic representatives, who are accountable to the electorate. We
believe that given the complex nature of the public sector, with
different employers and different approaches to accountability, the
best results could come from greater transparency, consistently
presented information and good governance rather than central
control. We explore this further in chapter six which sets out the
Committee’s view.

‘0 Written Evidence, PAC(4)-07-14 ptn2, 6 March 2014
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4. Advice and Guidance

76. To ensure that effective decisions are made in relation to the level
of senior management pay, it is essential to ensure that the advice and
guidance provided to decision makers is clear, accurate and
informative. Furthermore, to ensure that decisions around pay levels
are accountable it is important that the information used is accessible
for those scrutinising these decisions to consider and if necessary
guestion. This chapter explores some of these concerns.

Comparators

77. There is a great deal of discussion about the level of public sector
pay versus that paid in the private sector, and how the correct level of
pay can be ascertained. The Committee explored with witnesses about
potential comparators for senior management pay in the public sector.

78. The Office for National Statistics (ONS) and the Institute for Fiscal
Studies (IFS) carried out separate studies of private and public sector
pay. The ONS note in the introduction to their work that:

“Comparing the pay of the public and private sector is not a
straightforward task as there are a number of different
methodologies available which will yield different results.”

79. The ONS list the following factors which need to be considered in
making pay comparisons which highlight why it can be difficult:

- skill level of employees

- occupational differences

- age

- gender

- qualifications

- reclassification of some banks to the public sector after the
recent recession

- the distribution of earnings in the public and private sector
- the geographical location of the employee

- organisation size

41 Office for National Statistics, Public and Private Sector Earnings
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- employment status - full time/part time and permanent/
temporary

80. The ONS found that public sector workers in Wales earned on
average 7.9% more than private sector workers, dropping to 2.3% if
organisational characteristics were accounted for. The IFS found the
differential to be about 18% in 2011, although this figure has been
disputed, namely by the Welsh Government. The work carried out by
the ONS, also includes comparisons of pay at the top and bottom of
the earning distribution of the public and private sectors. The
differential in the pay differential varied depending on whether the
organisational characteristics were taken into account, but the figures
found that public sector workers in Wales at the top of the pay
differential (95" percentile) earned less than those in the private sector
(range -0.7% to -5.8%). This figure increased if the UK as a whole is
considered.

81. The Taxpayers’ Alliance suggest in their written evidence that:

“Comparisons with private sector executives in charge of
equivalent budgets or staff numbers are unhelpful and not at
all instructive. Local government chief executives manage
organisations in receipt of central government grants and
council tax. They do not operate on profit and loss and have no
risk of going bust if big mistakes are made. They also have no
risk of losing their customers to rival service providers in most
cases.”

82. Although the Committee had a number of concerns with the
argument put forward by the Taxpayers’ Alliance, we do agree that
comparisons with the private sector are not necessarily helpful as the
jobs are often not comparable, and the accountability in terms of the
pay level in the private sector is very different to the public sector.

83. The Committee also questioned whether it was useful to compare
salaries in Wales against those paid in England and the other UK
nations. Many witnesses suggested that the differences in structures in
Wales meant that such comparisons were not necessarily helpful. For
example, the different health service model which has been adopted in
Wales makes comparisons with England difficult. David Sissling, the

2 National Assembly for Wales, Public Accounts Committee, PAC(4)-07-14: Paper 5:
Evidence from the Taxpayers Alliance [accessed 7 February 2014]
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then Chief Executive of NHS Wales, and Director General of Health and
Social Services told the Committee that:

“... comparisons between the Welsh system and the English
health system need to take account of the relative complexity
and scale of organisations. Our NHS organisations, in relative
terms, are significantly larger and significantly more complex.
Many English organisations, as we know, are still based on
hospitals, mental health care and primary care, whereas the
leadership task in Wales is one that is on a whole-health-system
basis. So, it is reasonable, of course, to take account of a first-
shot look at indicators, but, beyond that, it is necessary to look
at the relative complexity and the variation that that might
create.”

84. The Monitoring Officer of Conwy Council felt that such
comparisons may be difficult as you need to account for local factors:

“...I think that we need to have some kind of local input,
because certain local factors will play a part, such as the
employment market locally and problems within an authority
that would mean that you would need to bring in someone with
a real backbone to sort people out, and that might be a little bit
of a challenge, to say the least.”*

85. The Committee considered pay ratios and whether it was useful to
publish the differential between the top and bottom pay levels. It was
suggested to the Committee that this would be a useful source of
information to help increase accountability; as if the differential was
significantly growing it may indicate that senior managers were
receiving greater pay rises, and enable questions to be asked.

86. There was surprise among Committee Members at the difference
in levels between the pay of the Vice Chancellor and other members of
senior staff, let alone the lowest paid member of staff. The publication
of this information enabled Members to explore with the higher
education witnhesses why such a differential existed and whether it was
accountable.

* Public Accounts Committee, RoP, 13 February 2014, paragraph, 407
* Public Accounts Committee, RoP, 13 May 2014, paragraph 181
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87. As an alternative to publishing the top and bottom level of pay, it
was suggested that monitoring against median for the organisation
may be more useful. Peter Smith told the Committee that:

“...I was part of the expert group for Will Hutton’s fair pay
review, where none of us agreed that there should be a ratio
that capped chief executives’ pay. However, we did all agree
that there should be annual monitoring, which is now quite
widely observed, actually, of the chief executive’s pay
compared to the median for the organisation. One of the
reasons we did that was because we felt that there ought to be
some continuity. If you get sudden changes, then everybody—
not just the remuneration committee or decision makers, but
members of the public—ought to be asking why that is. Why is
the person who was worth £100,000 last year suddenly worth
£125,000?7"

88. The Committee agrees with the arguments put forward that
comparisons are difficult, and may have limited value, which is why we
believe that pay must be transparent and the rationale/pay policy
published. This will bring clarity to any questions around how the
salary figure has been reached. Furthermore, the Committee believes
that this further highlights the usefulness of the memorandum
produced by the Auditor General, as it allows for a clearer picture to
be drawn.

Remuneration Committees

89. The use of remuneration committees is common practice across
public sector. The Financial Times defines a remuneration committee
as being:

“...established to ensure that remuneration arrangements
support the strategic aims of a business and enable the
recruitment, motivation and retention of senior executives
while also complying with the requirements of regulation.”®

90. Although there was little dispute that remuneration committees
were important in setting senior pay, there were a number of concerns
raised about how they function.

* Public Accounts Committee, RoP, 13 February 2014, paragraph 71
* http://lexicon.ft.com/Term?term=remuneration-committee
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91. Witnesses suggested that the composition of remuneration
committees should be considered. There was broad agreement that
good remuneration panels needed to have independent
representation. Furthermore, questions were posed as to whether staff
representation should be more common place on remuneration
committees.

92. It was felt that it was important to ensure representation from
wider civil society and the private sector on remuneration committees
rather than just public sector representatives. For example, Robert
Oxley cited the example of the independent remuneration panel for
Wales (who have an oversight function for Chief Executive pay
following the Local Government Democracy (Wales) Act), which is made
up of solely of representatives from public sector organisations. He
then argued that:

“...I think you need a greater voice from civil society and from
business, from the private sector and from the people
ultimately paying for this and who are without, some might say,
a vested interest in the pay deals.”

93. The Permanent Secretary outlined what he considered made a
good remuneration committee

“A good remuneration panel should have independent
representation. In the case of my own remuneration panel, it is
chaired by a non-executive director, as it were, an independent
director of my board, and the other two independents sit on it.
So, there is a majority of independent members on my own
remuneration panel, and | think that that works well”.*®

94. The Committee agrees that remuneration committees need to be
representative of society and have a good breadth of experience. We
would like to see consideration to be given to this in the recruitment
of remuneration board, in particular the independent remuneration
panel where the Welsh Government is directly responsible for
recruitment.

4 Public Accounts Committee, RoP, 6 March 2014, paragraph 78
*8 Public Accounts Committee, RoP, 13 March 2014, paragraph 436
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The Committee recommends that the Welsh Government consider
the make-up and recruitment of the independent remuneration
panel for Wales, as positions become available, to ensure it is
representative of wider civil society

95. Concerns were also raised about the need for better training for
remuneration committee members and the need to ensure that there
is appropriate guidance available for these Committees given their
responsibilities for setting remuneration. Peter Smith told the
Committee that:

“There are issues with the training and composition of
remuneration committees that come up in local authorities,
which the local government world has not really settled to, to
be honest.”*

96. He went on to suggest that a lack of training/guidance often
leads to remuneration committees setting pay at the market average
which is not good practice- and that this could be addressed through
remuneration committees developing good solid policies and
parameters around wanting best value:

“Some of the nature of public debate—I might even call it
immaturity of public debate—is such that some remuneration
committees, in all honesty, feel that the simplest thing to do is
to set pay at the market rate at the point of recruitment. They
feel encouraged, because they do not want to have successive
years of arguments about adjustments to salary.”®

97. There were concerns raised about the quality of reporting back
from remuneration committee to the main body, and how decisions
were made by the main body. For example, witnesses spoke of how
sometimes the decisions were just reported back and nodded through,
while on other occasions there was a thorough discussion.

98. The availability of information on the work of, and decisions
made by, remuneration committees in some sectors was considered an
issue. In particular, the minutes of meetings are not easily accessible
in some cases, which makes it difficult for decisions to be scrutinised.
The Committee believes that in the interest of being fully transparent,
information about the work and decisions are published and open.

*9 Public Accounts Committee, RoP, 13 February 2014, paragraph 16
*® Public Accounts Committee, RoP, 13 February 2014, paragraph 29
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The Committee recommends that information on remuneration
committees across the public sector and their decisions are
published in an easily accessible and prominent place on the
organisations website.

99. The Committee would like to see guidance for good practice in
remuneration committees to be produced. While we recognise that
each sector may have different ways of operating, we believe that
there are a number of key principles of openness and transparency (as
echoed elsewhere in this report) which should apply across sectors.

100. The Committee would like to see training for members of
remuneration panels, particularly in local authorities where the
recruitment is from a pool of councillors, who may not necessarily
have the relevant experience in HR matters.

101.The Committee believe that there needs to be better support
available for members of remuneration committees given the
important role they undertake in senior pay. It is a key part of the
process, which must be open and transparent to ensure effective
accountability.

The Committee recommend that the Welsh Government produce
good practice guidance for remuneration committees setting out
the key principles of openness and transparency. Alongside this
guidance, we recommend that a number of seminars/training
sessions are held which set out these principles and develop the
important skills needed to be an effective remuneration panel
member.

Benchmarking/Use of Recruitment Consultants

102.The Committee explored with witnesses about the use of
benchmarking for setting senior salaries. Robert Oxley, described the
situation as problematic because:

“When it comes to comparison with other local authorities, the
danger in that is that you basically create a pay arms race: ‘X
authority is paying 10% more, so we have to pay 10% more’.
Then you start basing recruitment decisions on how much you
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think somebody else is paying rather than what you actually
need to pay to get the candidate.™’

103. There were concerns expressed that the use of benchmarks,
particularly the median salary, caused a “ratcheting up” of pay The
Welsh Government written evidence stated that:

“There is also the risk of creating circumstances in which there
is a gradual upwards inflationary trend in senior management

pay."SZ

104.When the Permanent Secretary was questioned on whether this is
could be considered a case of a moving median, he told the
Committee that:

“l do not think that it is a simple ‘yes’ to that question. | meant
what | said in the paper. At the top, in particular, there is the
danger of an inflationary or market-based uplift with the
market chasing the next highest salary. That is why
transparency and governance structures at the top are so vital,
so that there are other inputs to the system. ... it is an
important input to make sure that you do not simply chase the
next salary.”?

105.The Committee believes that an over-reliance on benchmarking is
a matter of concern. We believe that there is a risk that it will lead to
the possibility that organisations will be chasing the next highest
salary. Therefore, the Committee strongly believes that benchmarks
should only be used in conjunction with other sources of advice.

106.Similar concerns were also raised regarding the use of
recruitment consultants, where it was suggested that it was not
necessarily in their interests to suggest a lower rate of pay, particularly
if their fee is linked to the salary. Peter Smith suggested that:

“...there are fee arrangements for recruitment consultants that
involve a proportion of the salary being the fee, and you could

*! Public Accounts Committee, RoP, 6 March 2014, paragraph 131

>2 National Assembly for Wales, Public Accounts Committee, PAC(4)-05-14: Paper 5:
Evidence from the Welsh Government

>3 Public Accounts Committee, RoP, 13 February 2014, paragraph 444
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well argue that that is not an optimal arrangement from a
remuneration committee point of view.”**

107. He argued to ensure the best use of recruitment consultants it
was important that the consultant had a direct line of communication
with the remuneration board (as the responsible body for setting the
pay). This would help to ensure the recruitment consultant is aware of
the parameters within which the pay is being set. He suggested that
what was needed was:

“... agood, solid policy and set of parameters from the
remuneration committee and from the chair before recruitment
takes place, and they need to be prepared to say, ‘Actually, no;
you might tell us that we will not get a good candidate for less
than £200,000, but our starting point is lower and we want to
get best value’. They have to be prepared to insist on that. So, |
do think that there can be a difficult dynamic there.”™

108.The Committee agrees that it is important to make sure that
those brought in to provide external advice are able to access the right
decision makers at the right point in the process. This is essential to
ensure that the advice remains independent and appropriate to the
constraints of the organisation.

The Committee recommends that best practice guidance is
produced by the Welsh Government which sets out best methods
for engaging with external consultants on senior management pay.
This should include the need to have interaction with the relevant
decision making group throughout the process.

109.The evidence received by the Committee appeared to point to
very widespread use of the Hay Group in providing recruitment
consultancy advice (although the Registered Social Landlords tended to
use Smith and Williamson). The Committee questioned whether this
was a healthy situation. Representatives from local government told
the Committee that the Hay Group is considered the market leaders in
providing this advice, and that they are globally recognised. Delyth
Jones from Conwy Council told the Committee that:

** Public Accounts Committee, RoP, 13 February 2014, paragraph 65
>> Public Accounts Committee, RoP, 13 February 2014, paragraph 65
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“Competition is always a good thing. If there are no
competitors out there, | do not know how we would establish
some form of competitor if they are not actually there.
Certainly, | have friends who work in other organisations,
mainly in public sectors, or quasi-public sectors, such as
utilities, and Hay seems to be very involved there, as well. So, it
does seem to have a monopoly on this. As for whether that is
healthy or not, it is probably not, but who would you go to—the
people who know the scheme inside out, or somebody else who
is not a market leader?"®

110.The Committee are concerned that there is an over reliance on
external advice and that there is a danger of only using one source of
information.

111.There is a significant risk in utilising only one source of
information when making decisions, particularly if one supplier is
dominant in the field. The Committee would encourage those setting
senior management pay to access advice from a number of
independent sources.

Guidance

112.1t was suggested by the Hay Group that there was a tendency to
follow practices in public sector rather than develop clear policies
when it came to pay. This can result in the pitching of salaries against
what other organisations do, rather than considering the needs of the
organisation.

113.Robert Oxley, suggested this was particularly a problem in local
government:

“The difficulty is that you have council officers sometimes
having to give recommendations on pay. It is not a perfect
system, but what is clear is that, at the moment, the way that it
is working is tending to fudge the system towards higher pay.
If you were just to go to one overall set rate, you would lose
any of the responsiveness towards local situations. So, | would
argue for greater transparency, greater scrutiny of those
arguing for pay increases funded by taxpayers and also greater
roles for civil society, such as groups like the Taxpayers’

*¢ Public Accounts Committee, RoP, 13 May 2014, paragraph 87
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Alliance, putting the taxpayer’s voice forward, saying, ‘No, you
don’t need to do that; you don’t have to pay this; get a better
answer out of your council officer’.”’

114.Witnesses from local government raised concerns that senior
officials often felt that they were unable to support and advise those
setting remuneration, as they do not want to raise any conflicts of
interests. The monitoring Officer of Conwy County Borough Council
told the Committee that:

“On the issue of officers being a bit nervous, it is not the
confidence in giving the advice, but the fear of having a conflict
of interest. ... We are all, as monitoring officers, dealing with it
in different ways. Some people are saying that it is impossible
for members to make the decision on pay policy and they have
got to have somebody staying there, some are taking
independent advice, while others are trying to double up with
neighbours. | think that a consistent approach would be useful.
| do not think that we need legislation for it. | agree with Marie
on that. However, it would be quite useful if we had some
guidance, perhaps from the WAO, as to how we deal with that
situation, so that, where local authorities are probably
overreacting to the situation because of what has happened.™®

115.1t was suggested that further guidance on the advice which can be
provided by officials was needed. The Committee believes further
guidance on this would be welcomed to help ensure that those making
these important decisions are receiving the best advice from the most
appropriate people.

The Committee recommends that the Welsh Government works
with the WLGA and the Wales Audit Office to produce guidance on
the role of senior officers in local authorities in providing advice in
relation to pay matters.

116.1n addition to guidance from staff, there were differing levels of
involvement from overarching bodies in providing guidance on senior
management pay. For example, the WLGA appeared to have little
knowledge on the information available, the higher education sector
does not discuss pay setting at all (although Higher Education Funding

*” Public Accounts Committee, RoP, 6 March 2014, paragraph 151
*8 Public Accounts Committee, RoP, 13 May 2014, paragraph 56
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Council Wales does publish guidance), and the Welsh NHS
Confederation does not have any guidance. The further education and
registered social landlord representative bodies appeared to have
more of knowledge on information relating to pay, but the guidance
was not mandatory.

117.The Committee believes that there is a need for the overarching
bodies to have a role in providing training and guidance around
setting senior pay. In ensuring consistency and transparency in the
approach to pay, these bodies appear best placed to ensure that each
sector is delivering on the commitments of openness and
transparency. This is not to say these organisations should be held
responsible for the decisions on pay, but they should be responsible
for ensuring that everybody in the sectors they represent is aware of
best practice and Welsh Government guidance.

The Committee recommends that the Welsh Government work with
local government, higher education, further education, health, and
registered social landlord sectors to ensure that training and
guidance on senior pay is consistently delivered to all sectors.

118. Another important source of guidance for setting senior
management pay in local authorities is the monitoring officer, who is
responsible for ensuring the council operates within the law. It is vital
that monitoring officers in councils are of sufficient stature to provide
effective challenge on pay arrangements. One of the monitoring
officers in the WAO public interest reports was not on theSenior
Management Team, which was part of the issue. When this was raised
with other local authority monitoring officers they were very surprised
and concerned to hear this. Delyth Jones told the Committee she found
it:

“... remarkable, really, that the monitoring officer was not at
the top table—just remarkable. ...and not just from the point of
view of the monitoring officer, but from the point of view of the
other officers, who look to the monitoring officer for protection
and guidance as well. | find it remarkable.”®

119.The Committee agrees with the findings of the appointed auditor
and the local authority witnesses that the role of the monitoring officer
needs to be of sufficient stature to provide advice on potential

*® Public Accounts Committee, RoP, 13 May 2014, paragraph 200
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decisions on pay. Ideally, the Committee believes that the Monitoring
Officer should be a member of the senior management team, but at
the very least must be a regular attendee at board meetings.

The Committee recommends that the Welsh Government reminds
local authorities out of the importance and independence of the
role of the monitoring officer, and the need to ensure that this role
operates effectively across the organisation at a senior level. This
should also remind monitoring officers of methods for reporting
any concerns either internally or if necessary externally.
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5.Different Approaches

120.The Committee explored with witnesses different approaches to
public sector pay, which may or may not help ensure that value for
money is being achieved and that decisions are fully accountable.

Performance related pay

121.The Committee explored with witnesses how widely used
performance related pay was across the public sector and the potential
for this being used in setting senior pay.

122.Through this inquiry, the Committee found a number of different
approaches to the use of performance related pay, with some sectors
not using it at all to other organisations, such as Finance Wales, using
it exclusively. Jayne Dowden, Chief Operating Officer at Cardiff
University told the Committee that in the Higher Education sector:

“There is an increasing use across the UK sector of
performance-related pay. | think that it comes from a wish,
actually, not to ratchet up salaries, but to be more accountable
for why particular decisions are made around salary.”®

123. A number of withesses questioned whether performance related
pay was a strong motivator for those in the public sector. For example,
the Welsh Government told us that they had suspended bonuses for
Senior Civil Servants as these were seen as demotivating for wider
staff. While Professor Riordan told the Committee that:

“My stance is that it [Performance Related Pay] is fine, but,
frankly, | have never been particularly motivated by PRP.”®

124. A number of concerns were raised about using Performance
related pay including the difficulty of monitoring performance in terms
of linking it to monetary award. Anna Freeman from the WLGA
suggested that it did not necessarily produce the results, and it was
difficult “to determine whether a particular individual is necessarily
responsible for a particular outcome”.*?

% Public Accounts Committee, RoP, 12 June 2014, paragraph 68
® Public Accounts Committee, RoP, 12 June 2014, paragraph 62
82 Public Accounts Committee, RoP, 13 February 2014, paragraph 174
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125.There was support from witnesses for “spot salaries” whereby
individuals are paid a rate for the job, and there are no incremental
pay rises or bonuses. Marie Rosenthal told the Committee:

“l favour spot salaries because it is simple: that is the rate for
the job. ...There is then a question about performance-related
pay to incentivise people to perform well, but | do not think
that our sector is particularly good at performance-related pay.
It is something that you see in the private sector. | worked at
Swindon for three years, and we did have performance-related
pay for directors, and we were not comfortable with it. You had
to provide evidence that you had met your objectives, but we
were not comfortable with it, either in receiving it or in dealing
with it for those who reported to us.”®

126. Despite the concerns about performance related pay, there was
support from some witnesses for a correlation between senior
management pay and organisational performance. It was felt this was
important from a value for money perspective, as without it managers
could be seen as being rewarded irrespective of how the organisation
is performing. Richard Tompkins from the Welsh NHS Confederation
told the Committee that it was about:

“... performance management and contracts. Those two things
are very much linked. It is about ensuring that the employment
framework is appropriate for chief executives and executives,
so that it is quite clear that the organisation is supporting that
individual to effectively deliver, and that that individual is
delivering against their objectives, and in terms of the
consequences when things go wrong, actually supporting an
individual if things start to go wrong. There is a tension
between having something that makes a senior officer feel
potentially vulnerable, so that they would not enter into a
contract on that basis, and the exact point that you are making,
around ensuring that it is an appropriate use of taxpayers’
money, and the consequences of failure. ...The perception is
that people are rewarded for failure, and | think that we have to
be clear about how we work through that, so that, if there is

# Public Accounts Committee, RoP, 13 May 2014, paragraph 215
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failure, and there is responsibility for that failure, there is a
mechanism for us to part company with individuals.”®

127.The Committee believes that it is essential that there is
accountability between performance management and pay decisions.
This is particularly relevant where organisations are failing to deliver
on key objectives. Although we understand the difficulties associated
with performance related pay, we believe further investigation is
warranted with regards to how it could operate, and how to ensure
that the public sector managers are not being rewarded for failure.

The Committee recommends that the Welsh Government
undertake a study into different pay mechanisms, and produce a
report setting out what is considered good practice. This should
consider how best to deal with senior management in failing
organisations.

Internal Talent development

128.Some witnesses suggested that consideration should be given to
development of internal talent within the Welsh public sector. It was
suggested that is a current weakness within the public sector and that
greater internal talent management could lead to better value for
money. This is because training internal talent and therefore enabling
career progression within an organisation may reduce the need to
offer attractive salaries to draw in external talent. Peter Smith
highlighted the example of a new Vice-Chancellor at a University, who
if recruited internally, could be offered a lower salary than someone
recruited externally.

129.The Committee heard that internal talent development and
management could also help public services strengthen capability and
provide better value for money, as well as reduce the costs of
recruitment and appointment. Furthermore, developing internal talent
effectively and increasing mobility within public services, can act as
two strong counterbalancing factors against the market rate as
assessed across UK or internationally. The Committee believes that
this will be increasingly important as Wales becomes more unique in
its approach to the health service and the potential for changes in local
government. We are keen to ensure that Wales has the senior

% Public Accounts Committee, RoP, 13 February 2014, paragraph 357
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managers to service this more discrete market place, which needs a
specific new skillset.

130.1t was suggested that this is something that remuneration
committees should be considering as part of future planning.
However, it was also noted by some witnesses that consideration
would also need to be given to balancing this against transparent and
open competition when recruiting for senior posts.

131.The Committee recognises the difficulties in changing the
methods for setting pay. However, we believe that consideration
should be given to different approaches to pay setting. We are keen to
see maximum value for money to be achieved for senior posts, and for
Wales to be able to produce excellent senior officers. To which end we
believe that an organisations approach to both performance related
pay and internal talent development should be included in their
relevant pay policy.

The Committee recommends that public sector organisations are
required by the Welsh Government to set out their approach to
performance related pay and internal talent management in their
pay policies.
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6. The Committee’s view

132.Senior pay in the public sector can be an emotive subject, which
often gets coverage for the high sums paid. The Committee were keen
to ensure that this inquiry did not focus on the sums paid to
individuals, but instead focused on the processes around setting
senior pay. Alongside the conclusions and recommendations drawn
throughout the report, the Committee found a number of cross cutting
issues around transparency and accountability, which has led us to
draw the following conclusions.

133.We believe that it is essential that there is effective transparency
and accountability for senior management pay across the public
sector. The evidence we have received through this inquiry has
highlighted significant inconsistencies and discrepancies over what is
published and disclosed. We believe that the public must be able to
access all the relevant information on pay levels and decisions, as
ultimately the greater the levels of public scrutiny, the greater the
accountability for decisions around pay.

134.Having considered all the issues around senior management pay,
the Committee believe that the following remuneration information
should be published by those receiving significant sums of public
money (traditional public sector and FE/HE/RSLs) in a consistent
format:

- salary;

- pension;

- benefits in kind;

- non-taxable benefits;

- severance packages;

- returning Officer fees/additional fees;

- pay ratio between highest and lowest paid officer;

- gender make-up of the senior team

135.The Committee believes that a clear pay policy should exist for all
public sector organisations and that these should be published
alongside the remuneration report. This would enhance scrutiny of the
decisions and the salary.
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136.The Committee would like to see consistent bands (either £5000
or £10,000) being used for publishing information on senior staff.
Without this consistency the Committee believes it is difficult to make
effective comparisons.

137.For those organisations where the Welsh Government provides
significant sums of money, we believe this requirement should be
included within grant provisions.

The Committee recommends that the Welsh Government issues
advice and guidance to the Welsh Public Sector, including those
sectors receiving significant funds from the Welsh Government
(e.g. registered social landlords, further education and higher
education) on the requirements for publication of remuneration
information and pay policies, taking account the recommendations
in this report.

We recommend that public sector organisations are required to
publish information on the number of employees with a
remuneration package of more than £100,000 in bands of £5,000.

We recommend that a full remuneration report is produced by all
organisations within the Welsh public sector annually, and
published on a prominent place on the organisations website. This
should set out in full the following information about all senior
staff, with due regard to the Committee’s previous
recommendation about ensuring published information is easily
interpreted:

- -salary;

- -pension;

- -benefits in kind;-

- -non-taxable benefits;

- -severance packages;

- -returning Officer fees/additional fees;

- -pay ratio between highest and lowest paid officer;

- -gender make-up of the senior team.
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We recommend that all organisations in the Welsh public sector
are required to publish a pay policy statement, in line with the
requirement on Local Authorities and Fire and Rescue authorities
in the 2011 Localism Act.

The Committee recommends that all information on an
organisations pay is published in a single, easily accessible place
on their website and sets out the information in a clear and
transparent fashion. To achieve this, we recommend the Welsh
Government produce guidance on the format for this disclosure.
We believe this will achieve maximum transparency and ultimately
accountability.

We recommend that the Welsh Government make these
requirements a condition on any grants or funding which are
provided to those organisations which do not explicitly fall within
the public sector (e.g. higher education/further education/
registered social landlords).

138.The Committee would like to see the Welsh Government should
work with those bodies which have an oversight function over public
bodies to make sure the guidance sets out these requirements clearly,
and is robust. We see a clear role for the oversight bodies to try and
ensure consistency in the sectors. This is reflected in the Committee’s
earlier recommendation 13.

139.We believe that the Williams Commission reforms give the Welsh
Government an opportunity to look at and consider senior pay in local
authorities in a similar vein to the 2009 NHS reforms. These reforms
could bring much needed consistency to a sector which is subject to a
significant amount of scrutiny.

140.Through the publishing of consistent information, the Committee
believes that it will be easier to track decisions and hold those making
such decisions to account. It is not in the public interest to have
different organisations publishing different information, the
publication of information should be driven by what is in the public
interest

141.To this end, we also want to see the information collated in the
Auditor General’s memorandum, and additionally on registered social
landlords, further education and higher education, to be published on
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a regular basis. Although, the information is publicly available, but the
ability to draw direct comparisons and track changes to the salaries of
senior managers in the public sector is vital to guarantee
accountability and transparency.

The Committee recommends that the Welsh Government collate
the information on senior pay across the Welsh public sector in
line with that produced by the Wales Audit Office for the Public
Accounts Committee to include those sectors receiving significant
funds from the Welsh Government (e.g. RSLs, Further Education
and Higher Education) on an annual basis and publish this on their
website.
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Withesses

The following witnesses provided oral evidence to the Committee on
the dates noted below. Transcripts of all oral evidence sessions can be
viewed in full at
www.senedd.assemblywales.org/ielssueDetails.aspx?lld=7198&0pt=3

13 February 2014

Peter Smith Hay Group

Anna Freeman Welsh Local Government Association
Jon Rae Welsh Local Government Association
Richard Tompkins Welsh NHS Confederation

Robert Oxley TaxPayers’ Alliance

Sir Derek Jones Permanent Secretary, Welsh Government
David Sissling Welsh Government

Peter Kennedy Welsh Government

6 March 2014

Robert Oxley TaxPayers’ Alliance

6 May 2014

Mark Jones Principal Gower College & Chair Colegau Cymru
13 May 2014

Marie Rosenthal Cardiff Council

Delyth Jones Conwy County Borough Council

20 May 2014

Nick Bennett Community Housing Cymru Group

Elaine Ballard Taff Housing Association

Norma Barry Tai Calon

12 June 2014
Professor Colin Riordan  Cardiff University

Jayne Dowden Cardiff University
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List of written evidence

The following people and organisations provided written evidence to
the Committee. All written evidence can be viewed in full at
www.senedd.assemblywales.org/mgConsultationDisplay.aspx?ID=0104

Organisation Reference

Hay Group PAC(4) - SMPO1
Welsh Local Government Association PAC(4) - SMP02
NHS Wales Employers - Welsh NHS Confederation PAC(4) - SMPO3
Taxpayers’ Alliance PAC(4) - SMP04
Association of Local Authority Chief Executives PAC(4) - SMPO5
Rhodri Glyn Thomas AM PAC(4) - SMP0O6
Permanent Secretary, Welsh Government PAC(4) - SMPO7
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