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Foreword by the Board of IPSA

This framework for the determination of MPs’ remuneration is the last substantive
publication from the first term of IPSA prior to the departure of the four ordinary Board
members. The circumstances which have prompted this have been amply recorded
elsewhere but we — the Chair and fellow Board members - would like to take this
opportunity to summarise the last three years and to offer some advice to IPSA’s principal
stakeholders.

When IPSA was established by the Parliamentary Standards Act in 2009, British democracy
was reeling from the shock of the MPs’ expenses scandal. The Speaker himself described the
damage to Parliament as the greatest in recent history, “with the possible exception of
when Nazi bombs fell on the chamber in 1941.” The public, uncertain whether to be more
angry about “flipping” or duck houses, wide-screen TVs or moat cleaning, turned away in
anger.

Restoring confidence in Parliament was a national priority — one endorsed by the leaders of
the three main political parties and the majority of MPs.

We were appointed by a wholly independent panel, endorsed by both Houses of
Parliament, received our Royal Warrant and, in January 2010, set about creating a regulator
with responsibility to oversee the business costs and expenses and the administration of the
payroll of 650 MPs and some 2500 staff —a sum amounting to just under £130 million of
taxpayers’ money in the first financial year. To minimise the potential disruption to the
workings of Parliament, we intended to have everything in place by the next election, but
that date was not known with certainty until early April when the Prime Minister announced
6 May as election day.

One year after the Daily Telegraph had first published details of MPs’ expenses and four
months after our appointment IPSA — having consulted widely with the public — introduced
a completely new expenses regime with the promise that it would be fair, workable and
transparent.

In pursuing that promise, we were careful to base our decisions on the strength of the
evidence and the power of the argument rather than on the volume of its delivery. This led
us to take what were, in some quarters, unpopular decisions. For example, we resisted calls
to ban the employment by MPs of family members on the grounds that that there was little
documented evidence of abuse, the employees in question provided trusted support and
often good value for money, and it was a common practice amongst British businesses
(many of which are family owned).



We also went to great pains to ensure that our system was fair to both the public and MPs.
On one hand, the system now in place will be familiar to anyone whose employment
requires them to claim for the reimbursement of expenses but on the other, our scheme is
also designed to support MPs with special health, security or family needs, so that they can
conduct their parliamentary duties effectively.

Behind the scenes our dedicated executive team led by Andrew McDonald had created a
new organisation, secured accommodation and commissioned an online claims system. The
Office of Government Commerce — the part of Government charged with helping public-
sector organisations ensure greater value for money - declared: “the impossible has been
delivered.”

Research told us that the public reacted positively to the changes but, rather than
embracing the new system as a way of putting the scandal behind them, many Members of
Parliament were either silent or hostile. So great was the reaction of some that we were
compelled to erect signs in Portcullis House warning those attending our induction
workshops that aggression towards our staff would not be tolerated.

Some of the Westminster opposition was overt and specific —an unwillingness to claim
expenses online, resistance to registering their accommodation, a view that untested
budget limits were too small, the rules too restrictive, the publication of claims unfair.

Some MPs, apparently determined to put the clock back to the days when expenses were
administered by servants of the House, used their privileged powers to attack IPSA generally
and some of us personally. In our first year and a half of existence, we were subjected to
reviews by the Speaker’s Committee on IPSA; by the National Audit Office and the Public
Accounts Committee; and by a newly revived Committee on Members’ Expenses.

We welcome accountability — transparency is an important value to us — but this was
unusual, to say the least, for a new regulator which now employs less than 50 people and
costs not much more than the House of Commons food and drink subsidy.

Of course we faced challenges, especially in the early months. The volume of transactions,
telephone calls and emails, was surprisingly high — and they have not really fallen. We
acknowledged that some of the rules on business costs and expenses were restrictive, and
amended them when we had the opportunity in April 2011. We brought in measures to help
MPs with cash flow — loans, direct payment facilities with landlords, extensions to MPs’
payment cards. We made the online claims system simpler, responding to comments from
its users. Slowly but surely the attacks from within Westminster became more muted.

Outside Westminster we received encouraging survey data that showed we were making
progress in restoring the public’s confidence in the expenses system. Unfortunately the
various prosecutions and convictions of MPs who had abused the pre-IPSA rules served to
remind the electorate of the scale of the scandal and so impeded the increase in confidence.



It is to be hoped that the passage of time will convince the public that a problem caused by
a few should not be allowed to influence the appreciation of the many.

In 2011, in a sign that the Government and Parliament recognised that we had successfully
charted our way through the turbulent waters of business costs and expenses, we were
given the powers to set MPs’ pay and determine their pensions.

This challenge has been described as “the Big Exam Question” — what should a legislator in a
21% century democracy be paid? —and it is the first time in our nation’s history that it will be
answered by an independent body in consultation with the electorate.

Last summer, we commissioned detailed research into public attitudes on MPs’ pay and
pensions prior to launching a formal consultation in October 2012. We found the public
sceptical of change that did not mirror their own experiences, but willing to listen when
presented with evidence. But we discovered a weakness at the heart of our democracy —
many members of the public have little knowledge about what MPs do, especially when
they are at Westminster. Addressing that knowledge deficit is an important prerequisite to
winning public support for changes to MPs’ remuneration.

We see contributing to the restoration of public confidence in the MPs’ pay, pensions, costs
and expenses as a fundamental responsibility of IPSA.

Our democracy is a precious national asset and to appreciate its value we need only look to
events outside the UK in the years since the expenses scandal rocked our collective
confidence.

A barometer of the electors’ confidence in the elected is provided by the way in which the
latter manage taxpayers’ money — especially when it benefits themselves. That is why the
expenses scandal had such a profound effect on our country and why we should celebrate
the progress that has been made over the last three years.

As four of us make way for our successors — the Chair remains - we close with a message to
our three principal stakeholders.

Parliamentarians: It is our experience that the vast majority of MPs are decent, honest,
hard-working people committed to providing a service in which they believe. We hope our
departure provides the stimulus for that hitherto silent majority to play an active and
constructive role in realising the vision encapsulated in the Parliamentary Standards Act.

Press: Without the Press and its persistence, the expenses scandal may never have come to
light. It should take pride in having catalysed a current scheme which has consigned flipping,
duck houses and moat cleaning to the archives. The IPSA website now publishes every MP’s
expenses down to the smallest item. Therefore ridiculing the reimbursement of legitimate
business costs and expenses does no one any good. It is time to acknowledge the change
and to move on.



Public: The UK now has one of the most transparent expenses system in the world. Soon —
and for the first time in our history — our MPs’ pay and pensions will be determined by an
independent body and not by MPs themselves. This is something of which we should all be
proud and helps to restore our claim to be a leader amongst democratic nations.

As we prepare to hand over to our successors we pay tribute to IPSA’s dedicated staff who,
often in very difficult circumstances, have consistently met their key performance indicators
and ensured that MPs and their staff have been paid and their business costs and expenses
reimbursed in an accurate and timely manner.

We wish them, and the new Board, well in their task.
Helping to restore the public’s faith in Parliament and democracy is no small prize.

Professor Sir lan  Sir Scott Baker Jackie Ballard Ken Olisa OBE  Professor Isobel
Kennedy Sharp CBE



Introduction

1. Thisisthe report on the first consultation in our Review of MPs’ Pay and Pensions. It ran
from 15 October 2012 to 7 December 2012 and was an important step in the process of
determining MPs’ pay and pensions independently of Parliament, Government or
political parties for the very first time.

2. This task, of considering and determining the appropriate level of remuneration for MPs,
goes beyond an attempt to fit a sum of money to a job. It requires us to consider a much
deeper issue: the status and standing of Parliament and of MPs in our society. MPs sit at
the very centre of our democracy. Their role has several dimensions: considering
legislation, representing their constituencies, holding HM Government to account and,
increasingly, helping to solve practical problems for individual constituents. Our research
has shown that members of the public often have little understanding of the wide range
of MPs’ responsibilities in Westminster (although they are aware of and value their work
locally). Moreover, many still view MPs and Parliament through the lens of the expenses
scandal. We are, of course, conscious of this history, but have not allowed the failures of
the past to affect our approach to this new question. We have, in fact, explicitly
separated any question of business costs and expenses from this Review. In our view the
guestion of the support required to perform the role should be distinct from the personal
reward for doing so.

3. Our approach to this Review is shaped by the legislation which governs us. The
Parliamentary Standards Act 2009 and the Constitutional Reform and Governance Act
2010 grant us the power to make and implement determinations on pay and pension
benefits without further reference to Parliament." Our role is to take a view on what is in
the public interest. Some decisions we make may not be popular with MPs, or with the
public. But the principle behind the legislation, that these matters should be no longer be
determined by MPs, is fundamental and is not open to compromise.

4. The legislation requires us to consult and take evidence before we make any decisions on
pay and pensions. While we are only required to consult a small number of individuals,
throughout our Review we have sought views and evidence from as many citizens,
organisations, MPs, academics and experts as possible. In addition to our formal
consultation we hosted blogs on our website from commentators and members of IPSA’s
Board and executive members, we consulted academics through our Panel of Experts, we
held seminars in partnership with the Institute for Government and we took advice from
external reward consultants and actuaries. We also directly engaged with the public,
through local radio phone-ins, surveys, citizens’ juries, polling on our website and
through the consultation itself. We did so because we regard it as crucially important
that we hear from the public. We caution, however, that in our deliberations, we are

! Although rightly we need the agreement of the Trustees of the Pension Fund before we can make changes to
its administration.



interested in reasoned argument and evidence rather than in who or how many shout
loudest. We met many MPs, both individually and through the political parties, interested
groups such as the All-Party Parliamentary Group on Pensions and the Trustees of the
Parliamentary Contributory Pension Fund. We have conducted an anonymous survey of
MPs through a polling organisation (the results of which are annexed to this report).
Some respondents criticised our decision to press ahead with our Review at this time,
bearing in mind the state of the economy. As our consultation document showed, there
is never a good time to do this work. There have always been reasons to delay. But we
are at the mid-point of the electoral cycle: we aim to resolve this complex and vital issue
well before the next election, expected in 2015. In that way, candidates for the election
will know what the remuneration package comprises and will be able to make an
informed decision about standing for Parliament. Moreover we would hope and expect
that, once determined, considerations of level of remuneration will not become a
political football as in the past.

Behind any consideration of MPs’ remuneration lie the questions: what do they do and
what are we paying for? We have already noted the public’s limited understanding of
MPs’ role. We must also make clear that it is not for us to tell MPs how to do their job,
not least because it is not one job but many. That is a matter for MPs and for Parliament.
But the absence of a clear understanding of the responsibilities borne by MPs makes
consideration of their remuneration that much more difficult.

What does this report do?

This first stage of our Review sought views on the principles and basis of a future
remuneration package for MPs. We did not ask, in our consultation document, for views
on salary levels nor specific pension benefit designs. This report therefore does not
propose a detailed new remuneration package for MPs, but instead sets out a framework
for future work.

In this report, we have sought to assist the next IPSA Board by analysing the key issues
raised during the consultation. We have assessed the public’s views on the key questions
(expressed through polls, online comments and responses to the consultation) and have
identified some should be resolved in the near future. Equally, we have concluded that
there are some issues that we do not think are likely to be part of any ultimate solution.
We discuss our thinking in this report. Our consultation also raised two short-term
measures — whether to implement a short-term pay rise for MPs in line with those in the
public sector and whether to extend the interim resettlement payment policy. Our
conclusions on these issues are set out on page 29.

The work to develop and determine the full long-term remuneration package for MPs will
now proceed, informed by the advice and evidence that we have received from the
public and others. Those proposals will be presented for further public consultation in
the spring, with a view to announcing IPSA’s decision in the autumn. Implementation will
follow the general election.



What do MPs Currently Receive?

All MPs currently receive a basic annual salary of £65,738, which is paid monthly in
arrears. Like other employees, MPs pay income tax and national insurance through
the PAYE system. MPs who take on extra responsibilities as Select Committee
Chairs or Members of the Panel of Chairs receive extra payments of up to £14,582.
Some MPs also become ministers and receive extra payments from HM
Government. In total 169 MPs receive extra payments for being a minister,
Committee Chair, Speaker or Deputy Speaker, or Opposition Leader or whip.

MPs are entitled to join the MPs’ Pension Scheme, which provides a pension from
age 65 (or when the MP leaves Parliament, if later). MPs pay contributions to the
pension scheme, depending on the rate at which they accrue benefits. MPs
accruing at 1/40ths pay 13.75% of their gross pay. Those accruing at 1/50ths pay
9.75% of gross pay and those accruing at 1/60ths pay 7.75% of their gross pay.

Under our interim resettlement payment policy, if MPs leave Parliament voluntarily
they do not receive any payment. However, if they are defeated at an election they
are entitled to claim a resettlement payment of one month’s salary for every year
served, up to a maximum of six months. This is treated, for tax purposes, in the
same way as a hormal redundancy payment and no tax is payable on the first
£30,000. This should be distinguished from the costs of winding up their
Parliamentary functions (for which a budget of up to £56,250 is provided) from
which they do not personally benefit.

MPs also receive other benefits, such as salary sacrifice childcare vouchers,
subsidised meals etc. We have not quantified these benefits for this report, but we
recommend that they are taken into account when developing the total reward
package.
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Chapter 1: Analysis of Responses

Our consultation received 100 responses which directly addressed the questions. Of
these, 69 were from members of the public, 18 were from MPs, one from the
Parliamentary Labour Party, one from the Conservative Party’s 1922 Committee and one
from HM Government. A further eight were from organisations including the Senior
Salaries Review Body (SSRB) and the TaxPayers’ Alliance. We also received 600 responses
to our online survey. These are summarised at Annexes B and C.

In addition to these, we received many responses that were not formally considered as
they solely addressed issues such as business costs and expenses which were not covered
by our consultation document.

We have grouped all responses under the appropriate question. Not every respondent
answered every question and in some cases they did not directly answer the question
itself.

Q1: Do you have any views on the guiding principles for our Review?

Our Guiding Principles

A. MPs should be fairly remunerated for the work they do and the total cost to
the taxpayer should be affordable and fair.

B. Remuneration should be seen as a whole - with pay, pension and
resettlement payments considered together for the first time.

C. It should be simple to explain, understand and administer.

D. It should be sustainable, without the need for major changes in the near
future.

E. As far as is practicable MPs’ remuneration should be determined in the same
way as that for other citizens.

Our guiding principles were designed to help us develop the new remuneration package
for MPs and engage with interested parties throughout the Review. Most respondents
did not express any views on the principles, but several, including the 1922 Committee
and HM Government, expressed overall support for the principles.

14. The principle which attracted the most individual comment was E: As far as is practicable

10

MPs’ remuneration should be determined in the same way as that for other citizens.
Several respondents felt that the job of an MP was unique, meaning that the
determination of MPs’ pay and pensions would inevitably differ from the method used in
other occupations. The SSRB suggested that “IPSA should seek to find a method of setting
MPs’ pay which is generally accepted as reasonable and appropriate for their particular



15.

16.

circumstances.” We agree with this and believe that it is consistent with our guiding
principles and our overall approach to the Review. While there will inevitably be some
aspects of the determination which will be distinct and particular to the circumstances of
MPs, the methods used should as far as possible resonate with normal public experience.

Q2: Are there any factors which may affect the equality and diversity of the House
of Commons which you think IPSA should take into account when reviewing MPs’

pay and pensions?

In our consultation document we noted that there is little evidence to date that the
levels of pay and pensions have an impact on the diversity of the House of Commons, but
that we would seek to ensure that our proposals did not unduly deter particular groups
from standing for election. Some respondents said that factors such as
“selection/election of candidates and the perceived attraction/unattraction of being an
MP” (Richard Graham MP) are more likely to affect the diversity of the House of
Commons than pay levels. Few responses brought further evidence to our attention, but
one important question raised was the question of whether restraint on pay has led (or
would lead in the future) to service as an MP being attractive only to those who do not
need a salary or those currently on low incomes. The Rt Hon Cheryl Gillan MP noted that
this could lead to a “weakening [of] Parliament itself and government if there is not a
sufficient reservoir of capable/experienced people in Parliament.” Professor Matthew
Flinders from the University of Sheffield went on to say that “my sense is that there is a
growing feeling that a career in politics is increasingly something that requires an
independent income and a level of financial security that is not common in society.” It
could be argued that such an outcome is undesirable for our democracy and any
remuneration package must avoid it.

If it is alleged that the remuneration package does in fact have an effect on the diversity
of the House of Commons, we propose that this matter is regularly reviewed as part of
future pay determinations.

Pay for MPs

17.

Q3: Should there be a differential basis to MPs’ pay? If so, on what basis should

IPSA vary MPs’ pay?

Our consultation document asked whether, and if so how, we could introduce different
or variable salaries for MPs, based on different characteristics. Differential pay, based on
performance or time served, is of course common in both the public and private sectors,
and some respondents were very much in favour of the idea. For instance the Wirral
Older Peoples’ Parliament suggested “a two-tier pay system so that those MPs who only
work part-time in Parliament and have lucrative jobs outside, are paid less.” AR Walker, a

11
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member of the public, agreed with performance related pay saying that MPs “should be
paid on results... judged by an independently elected body of citizens.”

We identified a number of types of differential pay based on outside activities, job
performance, the region represented, the time served as an MP or previous salary. Each
found some favour with respondents to the consultation and the majority of respondents
were in favour of some form of differential pay. However, these results were not
mirrored by the results of our online survey, which found that 77.9% of the respondents
were opposed.

Some respondents to our consultation argued against differential pay, citing practical or
fairness concerns. Others were opposed to differential pay on principle. The Speaker of
the House of Commons (Rt Hon John Bercow MP) noted that he was opposed to
differential pay and that in his view under the Parliamentary Standards Act 2009, it would
not be possible for IPSA to introduce different levels of pay, other than for Chairs of
Select Committees and for Members of the Panel of Chairs. The Parliamentary Labour
Party and HM Government both suggested that differential pay would produce different
classes of MP, which they believed should be avoided.

Some respondents argued that most employers do not prohibit staff from taking on
additional work in their own time and ordinary citizens were therefore free to do extra
work as long as it did not interfere with their usual duties. The Rt Hon Jack Straw MP
noted that there was “no evidence that those MPs who do have outside earnings
(including those with substantial earnings) are any less full time than MPs who do not
have such earnings.” The 1922 Committee pointed out that “it would seem punitive and
out of step with usual practice for IPSA to reduce Members' Parliamentary salaries in the
event of them having outside interests.”

In light of these arguments, we do not believe that the subject of mandatory differential
pay should be pursued further. However, we believe that there is merit in exploring
whether it would be possible to allow MPs to opt voluntarily for a lower salary in light of
outside commitments they may have.

. Our proposed approach is discussed further at paragraph 83.

Q4: To what extent should IPSA consider the salary levels of other occupations

when determining what MPs should be paid? What other occupations/legislators

do you consider to be comparable to the role of MPs?

In the past, MPs’ pay has often been set in relation, or indexed, to the pay of other
occupations. As we said in the consultation document, we have our doubts as to whether
pay for other occupations should be used actually to determine pay for MPs, although it
may provide useful context.

Three-quarters of respondents to our consultation document and our online survey
agreed that IPSA should consider the salary of other comparable occupations. Many
respondents cited reasons such as fairness and argued that such a system would be easy
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to understand and administer. Most of those in favour suggested public sector
comparators such as a police Chief Superintendent, GP, head teacher, and/or senior civil
servant, while a few mentioned private sector comparators (middle to senior managers,
senior executives or lawyers). Others pointed to other, relatively low-paid, jobs such as
hospital nurses, lorry drivers, ticket inspectors and parking attendants.

The SSRB noted that it had previously used a job-evaluation system to measure the job
weight of a number of MPs and had been advised that “suitable comparators then were a
head teacher, police chief superintendent, pay band 1 senior civil servant, second tier
county council officer, colonel and HR director in a NHS organisation.”

Inevitably, any formal mechanism linking pay with specific jobs has problems. A job
evaluation exercise would not be able to take into account the diversity of approaches
taken by MPs to their Parliamentary functions. And suggestions of comparisons are
bound, to some extent, to be affected by an anticipation of the salary that such
comparisons might produce.

Some respondents argued that pay for other legislators, both in the Devolved
Administrations and overseas, might provide useful context. Prof Matthew Flinders said:
“A...comparator might be with the figures paid to other parliamentarians around the
world.” But other respondents were more sceptical, with one anonymous member of the
public saying: “If those countries wish to overpay their politicians that is their affair, it has
no impact on us.”

We said in our consultation document that we have our doubts about whether
comparators should be used to set pay. Several respondents argued that they should not
be used mechanistically, on the grounds that the role of an MP is unique and not
comparable and that other occupations require different skills, qualifications, experience,
and/or levels of responsibility. We also noted that a linkage might not be fair, transparent
or sustainable, particularly as the comparators’ roles and pay may change over time.
However, we do believe that comparators can provide useful context for the
determination of pay. The next IPSA Board may wish to consider using the evidence we
have gathered in this manner.

Q5. Should we link MPs’ pay to a multiple of average earnings? If so, what would
be an appropriate multiple to establish the level of pay?

As the consultation document discussed, some commentators have suggested that MPs’
pay be set as a multiple of national average earnings, to create a relationship between
the salaries of MPs and those of average citizens. Two-thirds of respondents agreed that
MPs’ pay should be linked to a multiple of average earnings. Again, this was mirrored in
the online survey. Most of those in favour were members of the public and the suggested
multiples ranged from one (i.e. the same as average earnings) through to about four.
Some respondents (including several MPs, the 1922 Committee, the Parliamentary
Labour Party and the SSRB) were strongly opposed. They argued it would be difficult to
explain publicly, would not reflect market practice and inevitably the choice of the

13
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multiple would be arbitrary. As the graph reproduced here shows, in recent times the pay
of MPs has been around three times national average earnings and we suggest that this
is worthy of further consideration.

Graph 1: MPs' annual pay as a multiple of UK average earnings: 1911 - 20117
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Q6. Is the public service component of the job a requirement of the role or
something which should attract a reward?

This question probed whether the element of job satisfaction many MPs receive from
serving the public should be rewarded, or whether it was part of the job and already
rewarded sufficiently. All respondents to this question stated there should be not be any
additional reward on the basis of public service, as it is a requirement of the role.

Prof Matthew Flinders stated that “the public service component of being an MP is
probably the most important and rewarding element of the role. It is not something that
should be rewarded in financial terms and | suspect very few MPs would want to be
rewarded in this manner.” We agree with this analysis.

’The multiples graph above shows the relationship between MPs’ pay and UK average earnings in money of
the day.

14
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Q7. Are there any other issues that we should consider when determining MPs’
pay?

This question attracted a wide variety of views, all of which will be considered when
developing the full remuneration package for MPs.

Several respondents told us that pay should be at a level that encourages the
recruitment, retention and motivation of MPs of an appropriate quality, and recognises
MPs’ level of responsibility and workload. The SSRB noted the difficulties of this question
when it said: “We believe the question IPSA should address, although we recognise the
difficulty of obtaining clear evidence, is what salary is necessary to encourage sufficient
numbers of suitably equipped people to stand for Parliament and to serve for a
reasonable period having been elected.” This, of course, begs the further question: what
are “suitably equipped” people? The 1922 Committee noted that these would be “high
calibre people, capable of making a meaningful contribution to public life.”

This raises various practical and constitutional difficulties for IPSA to consider. It is not
within our remit to determine the types of people who should be attracted to service in
Parliament (although we have said that we would seek to avoid deterring unduly any
group) and nor is it for us to determine how long MPs should serve. As we have noted
before, the composition of Parliament is likely to be influenced more by the party
selection process and the fortunes of the political parties themselves than the
remuneration package.

Some other respondents made the point that it will be difficult to determine pay without
a clear job description. We agree, but it is not within IPSA’s power to determine a job
description for MPs, nor would it be appropriate for us to do so. Attempts in the past to
collate one have produced documents so broad (encompassing all activities undertaken
by all MPs) that they are not useful in determining pay. However, we believe that it
would be useful to continue to work with the parties to develop a set of agreed core
responsibilities to help set the public context for the remuneration package.

Other respondents argued that our approach to “total reward” meant that MPs’ business
costs and expenses should be included in the determination of salaries, either as a lump-
sum allowance attached to the salary, or as part of the salary itself. We have already set
out why we believe business costs and expenses should remain separate from
remuneration.

Q8: Should MPs’ pay be linked to an economic index or salary levels of
comparable occupations so that, in the future, their pay would be revised each
year between pay reviews? If so, to which index or occupations should MPs’ pay
be linked?

In the past, MPs’ pay has, from time to time, been linked to an index in an attempt to
avoid the historic pattern of stagnation of salary followed by large uplifts to catch up with
comparators. Most recently, the salary was raised each year according to a formula
based on increases in a basket of public sector occupations. While three-quarters of the
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respondents who addressed Question 8 said that MPs’ pay should be linked to an
external measure regularly to adjust their pay, this was not supported by the online
survey, which found that nearly 60% of respondents were opposed.

Sir Nick Harvey MP set out his argument for indexation: it would be “objective and
automatic and not require IPSA to make a judgement or even a computation. An
automatic system of up-rating — over which there should be no interference or
manipulation — is the best way of minimising the reputational damage to both IPSA and
Parliament, constraining the media to one major outburst every five years, at the
periodic review.” We agree that indexation would, to some extent, take the politics out
of MPs’ pay.

Respondents proposed several different indices to which salaries could be linked, but
there was no overall consensus. These included CPI, average earnings (in the whole
economy or alternatively the public sector only), a basket of national statistics and
international comparators such as employment rates and national debt.

Some respondents however did not support annual indexation, including on the grounds
that automatic annual pay rises were no longer common practice in the public or private
sectors.

Q9: Should IPSA continue the current structure of additional pay (a flat-rate for
Select Committee Chairs and incremental payments for Members of the Panel of
Chairs based on length of service) to recognise Chairs’ additional responsibilities?

As we said in the consultation document, we have not so far heard strong arguments for
changing the current arrangements for paying the Chairs of Select Committees and
Members of the Panel of Chairs. There were relatively few responses to this question and
of those who did respond, almost all agreed that Chairs should continue to receive
additional pay to recognise their additional responsibilities. For example The TaxPayers’
Alliance said: “The additional pay for those chairing Select Committees is entirely
reasonable and consistent with the additional responsibilities they hold. Whilst chairing
some Select Committees will be more time intensive than others, the roles are all pretty
comparable and we would not seek to change the current arrangement of a flat-rate of
additional pay.”

There were some calls for changes to the structure of payments for Members of the
Panel of Chairs. Some respondents felt that the current automatic increments for longer
service, which are unrelated to the number of sessions chaired, was inappropriate and
that either a flat structure or one based on time spent on the duties should be
introduced. However, the Chairman of Ways and Means and Deputy Speaker the Rt Hon
Lindsay Hoyle MP, who is responsible for the Panel of Chairs, wished to maintain the
current incremental structure, with some amendments. “My own personal view is that
consideration should be given to establishing a two tier structure with new Panel
Members serving a ‘probationary period’ at a lower salary (to give them the opportunity
both to obtain the basic experience needed to support work as a full Panel Member, and



to let them assess whether the work and workload is for them), before moving up to a
full salary for all those chairs able to serve as a ‘full’ Member of the Panel. This would be
a fairer reflection of the realities of the Panel.”

MPs’ Pensions

44.

45,

46.

47.

Q10: Do you have any views on the guiding principles for reforming MPs’
pensions?

e The MPs’ Pension Scheme should, as far as possible, seek to be more
equitable between MPs of different ages, backgrounds and income levels.

e The MPs’ Pension Scheme must have an appropriate and fair balance of costs
and risks between the member and the taxpayer.

e The MPs’ Pension Scheme must be sustainable and affordable in the short and
long term and not require significant amendment for at least 25 years.

e Any reforms to the MPs’ Pension Scheme should protect accrued rights.

The guiding principles for reform of the MPs’ Pension Scheme were set out at paragraph
182 of our consultation document. They sought to provide an agreed basis for any
reform, which would provide an appropriate pension in retirement, balance risk and
costs between the taxpayer and MPs, put the pension scheme on an affordable and
sustainable footing, seek to be equitable between MPs and protect accrued rights.
Several respondents supported IPSA’s guiding principles, but some specific suggestions
for simplification or amendment were made. For example, the Trustees of the
Parliamentary Contributory Pension Fund (the “Trustees”) said: “Whilst we agree that
MPs' pensions must be appropriate , we consider that the principle might additionally
refer to pension provision being adequate ... Whilst we agree that pensions must be
sustainable and affordable in the short and long term ... We are particularly concerned
that the contributions payable by MPs should remain consistent over time and should
not become subject to inequitable fluctuations from year to year driven by investment
performance (or underperformance).”

Some respondents disagreed with some of the guiding principles we put forward. Most
notable was disagreement with the principle that there must be an “appropriate and fair
balance of costs and risks” by suggesting that all the risk should be transferred to the MP.
“Since MPs are cushioned from most of the economic factors that affect the general
public, their pensions should be fully-funded by their own contributions.” (Telford
Moore, member of the public).

Having considered the arguments put forward, we remain of the view that the guiding
principles, as set out in our consultation document, are appropriate for the development
of the long-term pension package.
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This question also provided the opportunity for respondents to make general comments
about MPs’ pension arrangements. Some of these were based on a general perception
that the current scheme is too generous and/or costly, while others made more detailed
points. Several MPs raised questions about the timeframe for reform and the interaction
with pay. In particular, it was noted that MPs who retired at the 2010 election and have
had their pensions increased by CPI each year since then, will have a higher annual
pension than those who retire at the 2015 election on the same length of service, due to
the absence of any increases in salary since 2010. While we have sympathy for those in
this position, this situation is not unique and occurs in other pension schemes where
indexation of pensions in payment is higher than real wage increases. Conversely, where
pay increases faster than pension indexation, members who retire later would gain a
higher pension.

In its response, HM Government noted the interrelationship between pay and pensions.
“In making decisions about future pay levels, HM Government is concerned about the
impact this might have on past pension benefits that are calculated with reference to
final salary, and notes that the decisions to be taken on the long-term settlement for
MPs’ pay are not in isolation. IPSA will be aware that decisions on pensionable pay will
have an effect on the cost of providing final salary pension benefits.” This highlights that
any increase in pay in the future could create extra liabilities for the pension fund, by
creating large, unearned increases in pension provision for MPs with past service under
the current final salary scheme. We will consider this issue further in the coming months.

Q11: Should the MPs’ Pension Scheme be reformed using a Career Average
Revalued Earnings (CARE) scheme in the same way as other public service

schemes? Or should another model be adopted?

Our consultation document set out various potential models (and some benefits
illustrations) for the future of the MPs’ Pension Scheme. One of these was a CARE
Scheme, based on HM Government’s Reference Scheme, used to reform the other public
service pension schemes. Almost all respondents to our consultation agreed that the
MPs’ Pension Scheme should be reformed to be more in line with public service schemes
and most agreed that the move towards a CARE scheme was the best option. The SSRB
commented that “we recommended a CARE scheme for MPs in our 2010 report and we
continue to believe that is the best option, particularly in the light of the Hutton report
and subsequent changes to other public sector pension schemes... We think MPs’
pensions should be treated as closely as possible in line with those of the vast majority of
public sector workers.” HM Government agreed with this proposition, saying that
“whichever pension scheme IPSA proposes to introduce for MPs, it should move away
from a link with final salary for future service... The Government commends the
Reference Scheme to IPSA as a building block for any future Defined Benefit (DB)
scheme.” This also attracted support from several MPs and the Parliamentary Labour
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Party. However in our survey of MPs, only 36% of MPs agreed with the move to a career
average and 35% felt that it should remain a final salary scheme. In our online survey of
the public, 68% of respondents felt that a CARE scheme was appropriate for MPs.
Others felt that an approach more commonly found in the private sector should be
adopted. Several argued that MPs should move to “a Defined Contribution scheme
[which] is now becoming the norm in the real world...Under no circumstance should the
scheme continue as a Defined Benefit Scheme.” (Mike Wynne-Powell, member of the
public).

The Trustees are responsible for the investment and administration of the current

Ill

pension fund. They chose not to specify a preference for any model “[while] there are
key questions around pay structure/levels that are at this stage undecided... Should this
model (CARE) become the preferred choice for future pension provision in the MPs'
scheme, we would fully expect to see the elements within this Reference Scheme model
being tailored to best fit the circumstances of MPs.” We are happy to agree with this
proposition and we have said in the past that should a CARE model be adopted, we
would be willing to discuss with the Trustees and other interested parties whether there
are certain elements of the Reference Scheme that should be adapted. However, any
such adaptations would need to meet our guiding principles and not increase the overall

cost of the scheme.

Q12: Should MPs be offered flexibility in their pension provision, such as reduced
contributions in return for reduced benefits?

MPs have told us that they value the flexibility the current MPs’ Pension Scheme offers.
However, as we said in the consultation document, this is not a common feature of
public service schemes and we are not convinced that such a high degree of flexibility is
necessary. About two-thirds of respondents agreed with offering MPs flexibility in their
pension provision, partly on the grounds that “MPs’ employment is different from many
others — the job is only guaranteed for the length of a Parliament, if that. As a
consequence flexible arrangements need to be in place to enable MPs to make plans that
are suitable for their individual circumstances” (Parliamentary Labour Party). The SSRB
and HM Government were both opposed to such flexibility. They made the point that this
would provide MPs with flexibility not found elsewhere in the public sector. In particular,
the suggestion that MPs may be able to trade pension contributions for higher earnings
found no favour with HM Government. It stated that this “would be inconsistent with the
commitment to encourage workplace pension provisions currently being introduced. This
might cause difficulties if auto-enrolment provisions were extended to cover MPs.”

54. There is clearly further work to do in this area. We said in the consultation document that

we thought the flexibility offered to members of the Local Government Pension Scheme
might be useful to MPs and we suggest this and other more flexible options are
investigated further.
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Q13. How should we determine the appropriate proportion of contributions from
the MP and the taxpayer?

Almost all respondents to this question believed that IPSA should determine the MPs’
contribution rate by making comparisons with other occupational schemes’
arrangements. John Baron MP commented that “as for the appropriate proportion of
contributions from the MP and the taxpayer, again | stress that MPs should not be
treated favourably — we should be setting the example.” The SSRB said that “the cost of
MPs’ pensions should be shared between MPs and the Exchequer broadly in line with the
average ratio of members’ and employers’ contributions in the main public sector
schemes.”

Some MPs, including the 1922 Committee, noted that the pension contributions were
already high and that this should be taken into account when setting the proportions in
future. While this is important context, it is not directly relevant to the new pension
scheme design. The current contribution level applies to the current Scheme with its high
costs and benefits. Any new scheme will have a new basis and so MP and taxpayer
contributions must be calculated afresh.

Immediate Decisions

57.
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Q14: Do you believe that IPSA should follow the public sector pay policy and
increase MPs’ pay by one percent in 2013 and 2014?

Public sector pay settlements for the next two years are to be held to an average of one
percent. We proposed that, in light of the fact that there has been no increase in MPs’
pay since 2010, we should follow the public sector pay policy and increase MPs’ pay by
one percent in April 2013 and April 2014. Most consultation respondents agreed with this
position, as did 64% of respondents to our survey of MPs.

This increase is discussed further at paragraph 99.

Q15: Should MPs leaving Parliament after defeat at an election continue to

receive resettlement payments?

In our consultation document we proposed to extend our current resettlement payment
policy (which provides for up to six months’ salary in the event an MP is defeated at a
general election). Most respondents agreed with this proposal. As the Parliamentary
Labour Party said: “We have heard no argument against this and note that across the
public and private sector arrangements exist for loss of employment.” Some
respondents, however, felt that the maximum six months’ pay was too generous and was
out of step with ordinary citizens’ experience. “If an MP is voted out it is the same as
being sacked, therefore one months notice, one month’s pay, that is fair and the same as
the rest of us would get.” (Neil Duckworth, member of the public). Others felt that no
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payments should be made at all, given that MPs are now “essentially on fixed-term
contracts” following the passage of the Fixed Term Parliaments Act 2011.

MPs, including the Parliamentary Labour Party and the 1922 Committee, raised concerns
that MPs who leave the House of Commons voluntarily (i.e. who stand down, retire or
lose their seat for a reason other than following an election defeat) are no longer eligible
for resettlement payments and called for this to be reconsidered. HM Government noted
that one way to solve the problems caused by other possible extensions to eligibility was
to extend the payment to all MPs. The Parliamentary Labour Party and the 1922
Committee both noted that MPs do not have the same flexibility to leave the House of
Commons at retirement age. This is because MPs feel constrained, in effect, to leaving at
the election before or after their normal retirement age. Extending the resettlement
payment to these MPs would, they argued, alleviate the difficulties this causes. In our
MPs’ survey, 54% of respondents disagreed with the proposition that they should only
receive resettlement payments if they lose their seat at an election.

As discussed at paragraph 105 below, we believe that the issue of resettlement payments
should now be considered as part of the determination of the total remuneration
package. The current Board is not convinced by the argument that all MPs who leave the
House of Commons should be eligible for resettlement payments.

Q16: Do you agree that, in the event that the boundary changes are introduced
before the general election due in 2015, we should extend the eligibility criteria
for resettlement payments to include MPs who seek candidacy or election for
another seat and are unsuccessful?

This question was predicated on the expectation that the boundary changes will be
introduced before the next election. That prospect may have now receded, which has
reduced the urgency of resolving this issue. Respondents who addressed this question
mostly took the view that the eligibility criteria should be extended, agreeing with our
proposal that this was, in effect, leaving the House of Commons involuntarily.

Some respondents thought that there was a risk of MPs benefiting unduly from the
system. Others, including several members of the public, disagreed with the extension.
Many of these respondents also disagreed with providing resettlement payments at all.

Q17: Do you believe that we should provide outplacement support in addition to
the resettlement payment for eligible MPs?

We proposed providing outplacement support for MPs, such as interview training, in
addition to any resettlement package for which they may be eligible. The majority of
respondents disagreed with providing MPs with this kind of support, even though it is
common practice in some sectors. Some MPs were also opposed to the proposal. Mark
Field MP commented that “Parliament is not responsible for the future employment of
its past members. Using public money to help ex-members is inappropriate.”
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However, some respondents, including the Speaker, thought that some ex-MPs may
welcome this support and we continue to believe that it may be useful to some MPs
(who would not be obliged to claim) and there may be a case for providing it. We suggest
it is examined further, and the views of the Association of Former MPs are sought on the
matter.

Conclusion

66.

67.
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Inevitably, it has not been possible to summarise all the responses, nor all the issues
raised in this document. However, all the responses we received have been considered
and will be discussed further as our proposals for the remuneration package are
developed. A fuller summary of the responses is attached at Annex B.

The responses will all be published on our website in the near future.
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Chapter 2: A Framework for Further Consultation

This report and the consultation on which it is based are just one step in the independent
determination of a new remuneration package for MPs. The next phase will involve
further analysis of the results, discussions with interested parties and, of course,
development of the details of the new pay and pensions arrangements for MPs. The
work will be based on the guiding principles we set out in our consultation document and
the evidence we have received. It will be carried out by the new IPSA Board, which takes
office on 11 January 2013.

While all the questions and issues we raised in the consultation document remain valid,
this Chapter is an attempt further to assist the new Board by suggesting areas of focus
and issues that we consider should not be carried forward.

That new Board will of course take its own view, basing its deliberations and proposals on
this body of evidence and analysis. The research and consultations we have conducted,
the discussions we have held and the evidence we have received will we believe provide
a sound basis for their deliberations.

Pay for MPs

71.

72.

How and to what extent should we use comparisons with other occupations in setting
MPs’ pay? Throughout our Review, we have questioned the usefulness of occupational
comparators in directly setting pay levels for MPs. Even if it were possible to find suitable
comparators in the short term, in the medium term the comparators are likely to change
(as job weights and definitions for both MPs and other occupations change). Hence this
would not provide an enduring solution. And of course, there are no exact comparators —
the job of an MP is unique and it has no agreed job description. The most commonly
suggested comparators, such as GPs and head teachers, have jobs that require different
skills and have different responsibilities. It is not clear to us, for example, that the
responsibilities of doctors, who are perceived to make “life and death” decisions about
individual patients, are comparable to those of MPs, who make crucial, but collective,
decisions on NHS policy.

Our consultation did provide advice and evidence from many respondents (including the
SSRB and the HR advisers Mercer) that such comparisons could be useful and would be
used in setting pay in the private sector. While some respondents felt that such
comparisons should be determinative — in other words, that MPs’ pay should be directly
linked to the pay of other senior public sector employees - we continue to regard a
mechanistic link to other professions as problematic. But we agree that, public sector
pay, including that of other elected office holders such as council leaders and Assembly
Members, should be taken into account as useful context when setting MPs’ pay. The
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guestion of how close the link should be, and what comparators should be used is clearly
critical.

We raised the concern in the consultation paper that MPs’ pay may have fallen behind
comparators used to set pay (or used as benchmarks) in the past. For instance, in 2007
the SSRB suggested that occupations in the public sector with comparable job weights
were “head teacher, police chief superintendent, pay band 1 senior civil servant, second
tier county council officer, colonel and HR director in a NHS organisation” (SSRB response
to the consultation), although the pay level for MPs set by Parliament was not, in the
end, directly linked to these occupations. As we showed in the consultation document,
the average increase in these salaries in the intervening years has been 10.7%, while
MPs’ pay has increased by 9.1% over the same period.

Over previous years, where MPs’ pay has fallen behind supposed comparators, there
have been calls for a significant increase in pay in order to catch up. We believe that such
a pattern - of stagnation, followed by large increases - is not appropriate and one of the
challenges we face is how to bring it to an end.

. Should MPs’ pay should be linked to their status or standing in the community? MPs

are at the heart of our system of representative democracy. In addition to their work at
Westminster, they routinely deal with very senior business people, council officers, head
teachers and others and have a significant influence on important local issues (such as
investment decisions). While the public perception of the status of MPs is inevitably still
influenced by the expenses scandal, individual citizens are often respectful and
supportive of their own local MP and the work they do in and for the constituency.

We received anecdotal evidence from some MPs that in some instances MPs’ pay is
lower than that of the local figures they routinely work with. This, it is argued, does not
reflect the status which we (as a society and as individual communities) attach to the role
and, indeed, creates the impression that the value of the role is lower than that of other
figures.

If MPs’ pay was to be linked in some way to their standing in the community, how would
this be measured? It is likely to be subjective and therefore variable. Should salary be
used to increase perceptions of value? In retail sales, manufacturers often use higher
prices to create a perception of higher quality in certain products. It has been put to us
that this sometimes also applies in senior private sector pay, with higher salaries being
paid for positions that employers wish to be perceived as important or high status. We
are not aware of evidence that this translates to public sector pay.

Does pay have an impact on the diversity of the House of Commons? We said in our
consultation document that we would seek to ensure that the remuneration package did
not unduly deter certain groups from seeking to enter the House of Commons. But we
also noted (as did some respondents) that the diversity of the House of Commons itself
had more to do with party politics and candidate selection than the remuneration
package. Several respondents (including the Parliamentary Labour Party and the 1922
Committee) suggested that the remuneration package may prove discouraging either to
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wealthy individuals who would not be willing to take a pay cut to enter the House of
Commons, or to the middle classes who would not be able to afford to bear the extra
costs of being an MP. The logic of both of these positions suggests that the remuneration
package should be increased to a level which is capable of attracting those earning
almost any salary, however high. We must be conscious of the competing pressures on
public expenditure and of what is in the public interest. Just as it would be damaging
were anyone put off from seeking to enter the House of Commons for fear of financial
hardship, it would also be a mistake to put in place a system which encouraged citizens
to seek election for the money alone.

We suggest that the next IPSA Board seeks further evidence from the political parties and
others on whether individuals have been dissuaded from standing by the remuneration
package and if so, consider what the remedies might be.

What is affordable and how far should pay be affected by public opinion and
confidence in Parliament? Our programme of public engagement showed us that the
issue of MPs’ pay and pensions can provoke strong reactions from citizens. While the
public understanding of the work and role of MPs in under-developed, the public does
have a sense of what remuneration is perceived to be fair. This is inevitably influenced by
levels of confidence in Parliament and politics more generally. We therefore have a
particular challenge: how to ensure that the remuneration package attracts and sustains
public confidence over the long term, in the face of this scepticism. Our guiding principles
state that the package must be affordable and fair. Several respondents pointed out that
these are somewhat subjective terms. We agree, and note that the public might regard a
package as affordable while MPs do not regard it as fair.

Our role, an independent one, is to balance the issues of affordability, supporting MPs
appropriately and gaining popular approval. IPSA, MPs and Parliament must work
together to ensure that public understanding is increased and that any new package is
explained carefully.

There are some issues related to MPs’ pay raised in the consultation document that we
see little merit in pursuing further. During our initial phase of research the public and
other interested parties raised several potentially controversial issues such as differential
pay. We sought views on whether these issues could or should be applied to MPs and
their remuneration, but having analysed the evidence from the consultation, we now
believe that there is little merit in pursuing some of these when developing the full
remuneration package, as discussed in more detail below.

Differential pay. This proposal, discussed at paragraph 17 above, would see the end of
the current, flat-rate pay structure for MPs. MPs would be paid a different amount based
on time served, the region they represent, or their performance in the role. While this
received some support from the public, there was very strong opposition from
Parliament, including from the 1922 Committee and the Parliamentary Labour Party.
These and other responses indicated that the principle that all MPs were paid the same
basic salary was an important one and that any differential pay system would be
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unworkable and unfair. We do not agree that a differential pay system is necessarily
unfair, but we are persuaded by the further argument that any such system would
require us to get involved in matters that are rightly the responsibility of Parliament
itself. We believe that the current flat-rate structure (except for MPs who take on extra
responsibility as a Committee Chair or minister) should be retained.

Pay based on outside activities. As we have previously noted, a number of MPs have
income arising from other activities. While the number of MPs with substantial amounts
of outside income is low, this is consistently a matter of public comment. It is not for IPSA
to determine whether MPs should be allowed to have outside income, but we did discuss
whether any such income should affect their parliamentary salary. Some respondents
argued that any differential pay based on these would create a barrier to members of
certain professions bringing their skills and experience to Parliament. Others, including Rt
Hon Jack Straw argued that it was possible for outside activities to be undertaken in non-
working time. We found this persuasive and accordingly do not believe mandatory pay
based on outside activities should be pursued further. However, as discussed at
paragraph 21, we do believe that there is merit in exploring whether it would be possible
to allow MPs to opt voluntarily for a lower salary in light of outside commitments they
may have.

Performance-related pay. Our consultation document stated that we do not, of course,
have the power to determine what MPs do and on that basis it is inappropriate for IPSA
to attempt to set performance measures for MPs. While some respondents to the
consultation were in favour of performance pay, we have not received evidence to
change our position and we see little merit in pursuing this issue further.

Pay for Committee Chairs
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We said in our consultation document that we had received no strong evidence for
changing the current structure of payments for Chairs of Select Committees and
Members of the Panel of Chairs. Most MPs and others who corresponded with us before
and during the consultation agreed with the principle of these payments, but few directly
stated whether the current level is appropriate or how it might be changed.

However, in his response, the Chairman of Ways and Means (Lindsay Hoyle MP) who is
responsible for the Panel of Chairs, suggested that the current incremental structure for
those payments did not always reflect the work undertaken, with “ junior” members
often taking on complex and lengthy bill work. While we continue to believe that
significant change is not required, the new Board may wish to consider Mr Hoyle’s
response and whether the current increments should be compressed.

While we do not propose significant change to these payments at this stage, we
recommend that the question of whether further reform is required be examined in
more detail when the next statutory pay determination is made.



MPs’ Pensions
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Like many other pension schemes, the scheme for MPs is getting more expensive as life
expectancy increases. The current arrangements, where all the extra costs lie with the
taxpayer, is not sustainable. In similar circumstances, the other public service schemes
are being reformed by moving to a career average basis (from a final salary) and reducing
the accruals rate. Our consultation suggested a similar move for MPs. While a move to a
career average basis would not have a major effect (given the flat salary structure), there
are larger savings to be gained from reducing the accruals rate.

The overwhelming view from respondents was that the changes to public service
pensions should be reflected in reform of the pension for MPs. But the evidence we
received suggested several other issues that should be considered as a final pension
scheme is developed. We are conscious that not all the consequences of reform will be
apparent at this stage and resolution of these and other issues will require further
discussion with the Trustees, the Government and others over the coming months.
Should private sector developments (such as a move to a defined contribution style
scheme) be ruled out? This type of scheme transfers more of the financial risk to the
employee and is the most common in the private sector. Other types of schemes, such as
cash-balance, also share the risks more effectively than the current MPs’ Scheme,
although they are less common. Our consultation document showed that, based on
illustrations provided by the Government Actuary’s Department, these schemes would
(for most MPs) produce a lower pension for the same level of contributions. In light of
this evidence, and the support for a public service career average style scheme, we think
it unlikely that a private sector style scheme will be suitable for MPs’ pensions. However,
the new Board may wish to consider the matter further.

What are the right accrual and revaluation rates? We used HM Government’s Reference
Scheme as a starting point for comparing the pension scheme models. The Reference
Scheme assumes accruals at 1/60" of salary each year, revalued by earnings increases
while active and by CPI while in deferment and payment. While the other public service
schemes have used these as a starting point, they have chosen different accruals and
revaluation rates to suit their particular members. Given that MPs serve on average 10-
12 years in Parliament, the new Board will need to consider (with the Trustees of the
Pension Fund) whether a different accrual and revaluation rate should be used, while
remaining within the same overall cost as the Reference Scheme.

Linked to this is the question: what is the appropriate level of payments from the
taxpayer? The Government Actuary’s Department has valued the cost of the Reference
Scheme at 24.5% of current payroll costs.® While this compares well with the current cost
(32.4% of payroll, albeit calculated on slightly different assumptions), it is slightly above

* This cost is only indicative. The actual contribution level from the taxpayer and MPs will be assessed by the
Government Actuary before the revised Scheme is introduced.
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the costs of many other public service schemes. While the new schemes for the Police
and Fire Services are higher, the NHS, Civil Service, Teachers’ and Local Government
Schemes will all have lower total costs. These differences in cost reflect the different
membership of the Schemes and the different levels of ancillary benefits (which will
remain the same in the new public service schemes as those available to new entrants in
the current schemes). While we used the same methodology as HM Government to
determine the cost of the revised MPs’ Scheme, the ancillary benefits will remain higher
than in many other schemes, which contributes to the higher total cost. The new Board
will want to consider whether these should be reduced to cut this cost further.

The new Board will also need to take a view on whether further protections for the
taxpayer are appropriate. The other public service schemes will have an Exchequer
contribution “ceiling and floor”, which will keep the taxpayer contribution within two
percentage points of the initial contribution level. Where the cost increases above the
ceiling, there will be a consultation with scheme members on how to respond. This could
be a reduction in benefits to reduce the costs of the scheme — but could also be an
increase in the member contributions. Where it reduces below the floor, members will
receive increased benefits or contributions could be reduced. These arrangements will
fulfil HM Government’s commitment not to make changes within 25 years unless costs
change significantly. We believe that such arrangements may also be appropriate for the
MPs’ Pension Scheme. The views of the Trustees of the Pension Fund should be sought
on this specific point.

Several respondents, including the Speaker of the House of Commons and the Trustees,
raised the question of transitional protection. In the other public service schemes,
employees within 10 years of their Normal Pension Age (NPA) will be protected from the
reforms and will be able to remain in their current pension schemes. Scheme designs also
include mechanisms to provide some protection to those who were between 10-14 years
from their current NPA on 1 April 2012. This protection may attract a cost which is being
borne centrally rather than by members. We agree that such protection (on the same
terms as is available within other schemes) may be appropriate and should be considered
as part of the development of the new pension scheme and in the context of the total
reward package

As we noted at paragraph 54, the question of flexibility will also need to be addressed.
Our consultation document raised the prospect that MPs could be offered flexibility in
their contributions, perhaps allowing them to be reduced for a period, in return for
reduced benefits (as will be introduced by the Local Government Pension Scheme). While
respondents broadly welcomed this idea, others also suggested that MPs who wish to
opt out of the scheme should able to receive payments into another pension, or perhaps
into a different investment vehicle, or perhaps simply a higher salary. We are conscious
of our obligations both towards the current pension fund (ensuring that it receives
sufficient income to meet its liabilities) and towards MPs, in ensuring that they have
sufficient pension provision. Moreover as HM Government noted, this flexibility is not



available to the rest of the public service workforce. This leads us to have doubts that
these proposals would be appropriate, but the new IPSA Board will wish to consider
them in light of the evidence we have received.

97. Finally, the new Board will also need to address how, in the new total reward package,
the pension element interacts with pay. In particular, it will need to tackle the question
of whether is it fair that any increase in pay for MPs after 2015 would create an unearned
pension bonus to those MPs with service in the current final salary scheme, as opposed
to those with service only in a new career average scheme. This would create a level of
unfairness between MPs of different generations, and potentially a significant extra
liability for the pension fund, both of which are undesirable. Schemes in other industries
have addressed similar issues by making an element of any future pay increases non-
pensionable. While such an approach would be complex, we suggest that the new Board
examines this and other options to ensure that any unfairness (or perception of
unfairness) and additional liabilities are minimised.

Immediate Decisions

98. In our consultation document we also sought views on two changes that we proposed to
apply to incumbent MPs before the main remuneration package is implemented after the
next election. These were on the matter of an interim pay increase and the question of
resettlement payments.

Pay Increases

99. HM Government has announced that public sector pay deals will be held to an average of
one percent for the two years following the current pay freeze. MPs’ pay has not been
increased since April 2010 and so, like many other public sector workers, they have been
subject to a pay freeze since then. We therefore proposed to increase MPs’ pay by 1% in
April 2013 and another 1% in April 2014. We do not propose to increase salaries in April
2015, because we anticipate the new remuneration package will be implemented in May
2015, following the general election.

100. The increase would apply to both the base salary and also to the increased salaries
for Committee Chairs. This proposal gained strong support from respondents and we
have determined (using the powers available to us under section 4A of the Parliamentary
Standards Act 2009) that the salary levels for MPs (and the additional salaries for Select
Committee Chairs and Members of the Panel of Chairs) will be as set out in the table
below.
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Current April 2013 April 2014

Basic Pay £65,738 £66,396 £67,060
Additional Pay

Chair of a Select Committee £14,582 £14,728 £14,876
Member of the Panel of Chairs £2910 £2940 £2970

Less than one year

Member of the Panel of Chairs £8166 £8248 £8331
1-3 years
Member of the Panel of Chairs £11,082 £11,193 £11,305
3-5 years
Member of the Panel of Chairs £14,582 £14,728 £14,876

5 years or more

101. These salary levels are slightly higher than those proposed in the consultation
document, due to rounding. This consultation report constitutes publication of our
determination of pay as required by s4A of the Parliamentary Standards Act 2009.

Resettlement Payments

102.  Our consultation document also asked about the provision of resettlement support
to MPs in the form of cash payments and training. We had intended to come to an early
view on this matter, with a decision announced in January 2013. As we said in the
consultation document, this was to ensure that MPs who were considering their position
in light of the proposed boundary changes would know as soon as possible whether they
would be entitled to a resettlement payment. Following the consultation we do not
believe those plans remain appropriate.

103. We received some responses and evidence indicating that our proposed position, of
providing resettlement payments only to MPs who leave the House of Commons
involuntarily, would create unfairness in some circumstances. The Parliamentary Labour
Party and the 1922 Committee both argued that the normal five-yearly cycle of elections
means that MPs do not have the same flexibility as normal employees to retire at their
pension age. They argued that those MPs due to reach pension age in the next
Parliament would therefore face the prospect of retiring early (and either taking a lower
pension or seeking other employment, which is likely to be more difficult to find in the
few years before retirement), or seeking election for another term and working for some
period past their normal pension age. This is in contrast to ordinary citizens, who are not
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constrained from retiring at normal pension age in the same way (although of course
they may retire early or later if they wish or need to). The parties argued that extending
the resettlement payment to all MPs leaving the House for whatever reason would solve
this problem.

104.  We are not convinced that providing payments to all MPs leaving the House of
Commons is right. As we said in the consultation document, most employees do not
receive payments when they leave a job voluntarily. And it seems unlikely that providing
a payment of up to six months’ salary (at present £32,869) would solve the problem
identified by the parties, as it would be unlikely to provide sufficient income for an ex-MP
until retirement age.

105. Itis clear that this is a complex issue. The problem, and possible solutions, deserve
further examination. In addition, the prospect of the boundary changes has receded. This
means that there is less urgency in announcing a position now. We therefore recommend
that the new IPSA Board considers the question of the resettlement payment (and other
support as outlined in the consultation) as part of the new remuneration package, which
will be the subject of consultation in the spring. This is in keeping with our principle of
viewing pay, pensions and resettlement payments as a total reward package.
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106.

107.
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Chapter 3: What Happens Next?

The composition of the IPSA Board will change this week, when the four ordinary
members complete their terms of office and four new members join the Board. The Chair
will remain in post until November 2014.

We believe that this consultation, which focussed on principles and context, provides
a firm basis for taking the work forward. The task now is to come up with a package
which recognises the responsibility of MPs, rewards them adequately for their work and
provides an appropriate pension in retirement. That package will be the subject of a
further consultation, as public confidence in the new system is vital. We believe that the
new settlement for MPs should come into effect after the next general election,

expected in 2015.



Annex A: Determination of MPs’ Salaries, January 2013

On 8 January 2013, the IPSA Board determined (within the meaning of s4A of the
Parliamentary Standards Act 2009, as amended) to increase MPs’ salaries with effect from 1
April 2013 and 1 April 2014. The increase will be equal to one percent of the previous salary
in each year, rounded to the next whole pound.

This determination was made following the consultation required by s4A of the
Parliamentary Standards Act 2009 and is published on the IPSA website
www.parliamentarystandards.org.uk. The necessary supporting statement is included within
the document “Reviewing MPs’ Pay and Pensions: A First Report”, which is also published on
the IPSA website.

The increase will apply to both the base salary (paid to all eligible MPs) and additional
payments made to Select Committee Chairs and Members of the Panel of Chairs. The
specific posts attracting these additional payments are to be specified in a resolution of the
House of Commons.

The salaries currently payable and payable from 1 April this year and next are set out in the

table below.
Current April 2013 April 2014

Basic Pay £65,738 £66,396 £67,060
Additional Pay
Chair of a Select Committee £14,582 £14,728 £14,876
Member of the Panel of Chairs £2910 £2940 £2970
Less than one year
Member of the Panel of Chairs £8166 £8248 £8331
1-3 years
Member of the Panel of Chairs £11,082 £11,193 £11,305
3-5 years
Member of the Panel of Chairs £14,582 £14,728 £14,876
5 years or more
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Annex B: Summary of Consultation Responses

Q1: Do you have any views on the guiding principles for our Review?

1. The majority of respondents did not express any views on the guiding principles for the
review. Of those that did respond, several expressed overall support for IPSA’s
principles.

...the 1922 Committee endorses IPSA's intention of producing a fair remuneration
package that both stands the test of time and is easy to explain, understand and
administer. 1922 Committee

The Government supports the guiding principles and approaches which IPSA sets
out... HM Government

2. Others expressed support for specific principles.

A. MPs should be fairly remunerated for the work they do and the total cost to the
taxpayer should be affordable and fair.

We think IPSA needs to define what it means by ‘fair’ and ‘fairly remunerated’...
Senior Salaries Review Body (SSRB).

B. Remuneration should be seen as a whole — with pay, pension and resettlement
payments considered together for the first time.

We believe the appropriate measure is total reward. This should include all
quantifiable elements of the reward package... However, we agree with IPSA that
reimbursement of necessary expenses is a completely separate matter... SSRB

| fundamentally disagree... Expenses are part of the total package... Taking MP's
expenses completely out of the picture is unrealistic. Mike Wynne-Powell, member of
the public

In making decisions about future pay levels, the Government is concerned about the
impact this might have on past pension benefits that are calculated with reference to
final salary, and notes that the decisions to be taken on the long-term settlement for
MPs’ pay are not in isolation. IPSA will be aware that decisions on pensionable pay
will have an effect on the cost of providing final salary pension benefits. HM
Government

C. It should be simple to explain, understand and administer.

...C talks about explanation, and that is a very fair comment. But the role of an MP is
not clearly defined with [a] clear job description so it becomes unclear as to what is
expected of an MP. Mark Garnier MP
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D.

It should be sustainable, without the need for major changes in the near future.

We agree in principle while noting that even the near future is hard to foresee. The
last Government’s system of indexing MPs’ pay to the median of a basket of public
sector groups collapsed after only two years... SSRB

As far as is practicable MPs’ remuneration should be determined in the same way
as that for other citizens.

This principle generated the most discussion. Many disagreed with it, arguing that
the role of an MP is unique and not readily comparable with other occupations.

I agree with all the principles save the last... An MP's job is clearly qualitatively
different from others and the method of determining reward needs to be bespoke.
Steve Ford, member of the public

I don't think that MPs pay should follow the same principles as other citizens, as
being an MP is an elected office - this fact should make is distinct from mainstream
jobs. Chris Ffelan, member of the public

IPSA’s emphasis on determining MPs’ pay in the same way as that for other citizens
needs to be qualified. Prof Matthew Flinders, University of Sheffield

...IPSA should seek to find a method of setting MPs’ pay which is generally accepted
as reasonable and appropriate for their particular circumstances. SSRB

...remuneration should be determined in relation to other public servants not citizens

as a whole. Anonymous member of the public
Some other respondents agreed with Principle E.

MPs are just like anyone else doing a job. They are self selected representatives, they
should be treated the same as everyone else so that they can properly represent
everyone... Mr F Biard, member of the public

3. Other respondents made broader comments about IPSA’s Review.

Issues relating to the economic crisis and timing of the review.

There could hardly have been a more insensitive time for you to be considering
awarding Members an increase in salary. Mr DW Jukes, member of the public

In addressing the question of how much MPs should be paid, IPSA must keep in mind
that we remain in the midst of a deep economic crisis and families, councils and
central government alike are all having to find ways of making savings. And with our
politicians (rightly) intent on trying to keep public spending down, it is essential that
they adhere to — and are seen to be adhering to — the same discipline in respect of
their own pay and pensions... The TaxPayers’ Alliance
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Your first consideration perhaps would be to reflect on the sustained austerity
currently being imposed on the public sector at large, and the Chancellors very recent
reiteration of "togetherness" Mr JR McAvoy, member of the public

I share the view of IPSA that “the current situation is unsustainable.” IPSA is also
right to note that whilst “the history of this issue teaches us that there is never a
good time [to consider it]”, now is as good a time as any. Rt Hon Jack Straw MP

e Matters relating to IPSA being responsible for setting MPs’ pay.

The Government fully endorses the principle of ensuring the independent
determination and administration of MPs’ pay, pensions and expenses... the
Government values IPSA’s independent status: the principle of independence, itself
underpinned by transparency, is fundamental in ensuring continued public confidence
in the system. It is right that MPs no longer decide their own pay and pensions
arrangements. HM Government

We believe we should repeat here our position that it remains something of an
anomaly that IPSA now sets MPs’ pay. MPs get to vote on how much of our money
they take in tax, how they spend it and whether or not the country goes to war and
so on —and on all those issues, they are then held accountable by their voters at
election time. It therefore strikes us as odd — and it certainly goes against the historic
tradition of parliamentary sovereignty — that MPs no longer decide their own pay,
since it would simply be another matter on which voters would be able to call their
representatives to account at the ballot box. The TaxPayers’ Alliance

Q2: Are there any factors which may affect the equality and diversity of the House
of Commons which you think IPSA should take into account when reviewing MPs’
pay and pensions?

4. The majority of respondents did not express views on equality and diversity. Of those
that did address this question, a range of issues were raised.

e The possible relationship between level of pay and ensuring that candidates stand
for election from a range of backgrounds and of an appropriate quality.

If pay is too low it will only be attractive to wealthy individuals and/or individuals
with low income capacity, thus weakening parliament itself and government if there
is not a sufficient reservoir of capable/experienced people in parliament. Rt Hon
Cheryl Gillan MP

It is vital, as IPSA identifies, that the opportunity to serve as an MP should not return
to the previous system of being available only to those with independent means; nor
should particular groups of people be deterred from standing for parliament. HM
Government
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The basic pay of an MP is relatively high when compared against other social
indicators but arguably less so when the actual workload of the job is taken into
account or the need to maintain two homes. My sense is that there is a growing
feeling that a career in politics is increasingly something that requires an
independent income and a level of financial security that is not common in society.
Prof Matthew Flinders, University of Sheffield

Might an incentive be engineered into the mechanism for determining MP's pay that
recognises the decisive disadvantage that small party and Independent candidates
face? Steve Ford, member of the public

We should aim to attract into Parliament individuals who would otherwise fill
demanding professional jobs at a senior level. It is reasonable to assume that, in
answering a vocation to public service, such individuals willingly sacrifice the chance
to rise to the pinnacle of their professions. But it is not reasonable to expect them to
make such an enormous financial sacrifice that their families are severely and
permanently disadvantaged as a consequence of their service in Parliament... If the
salary is not high enough to attract the individuals described above at Q1 then
Parliament risks being denied a significant slice of modern society as Members. If
there are equality issues to do with overcoming disadvantage those should probably
be addressed through additional support. Sir Nick Harvey MP

For my part, | fervently believe that for public confidence to be restored in politics and
politicians, we need a system that attracts as many applicants from as many
backgrounds as we can... Of the highest quality, and therefore of the highest
integrity... Simon Hart MP

Initiatives such as allowing job sharing.

The ability to job-share might be a good way of promoting a more diverse
parliament, but appreciate there are implications about how people are elected if
this were the case. Chris Ffelan, member of the public

The risks of introducing differential pay on equality and diversity (there was some
overlap with responses to Question 3 below).

An MPs’ pay should not be dependent on: Gender, Age, Length of service, Whether
the MP is married, Whether the MP is in a civil partnership, Whether the MP supports
a child or children, The level of other income received by the MP (that can include
earnings from additional jobs, personal income from any source of savings or
investments). Mark Field MP

The diversity of MPs is an issue more to do with the selection/election of candidates
and the perceived attraction/unattraction of being an MP than remuneration issues.
There will always be some commercial high flyers put off by a drop in earnings: the
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balancing act is not to put off people motivated for quality public service. The same
salary is one form of equality. Richard Graham MP

PAY

Q3: Should there be a differential basis to MPs’ pay? If so, on what basis should
IPSA vary MPs’ pay?

5. Of the respondents who addressed Question 3, most agreed there should be a
differential basis to MPs’ pay. There was a range of suggestions about how pay could be
varied, mostly based on the ideas put forward in the consultation paper.

e Reducing an MP’s pay if they had outside earnings or introducing differential pay
based on measures of time, such as working hours, attendance in the House, or
“part-time vs full-time MPs”.

The respondent understands that IPSA does not have the power to stop MPs taking
on outside interests, and there is some logic in MPs having such interests. Having two
alternative rates of pay, full-time and part-time, would not be appropriate and would
give entirely the wrong message to constituents. The respondent would like to
propose introducing a "withdrawal rate" whereby, for every extra pound of external
earnings, an MP’s salary was reduced by a certain number of pence. Mohammed
Amin, member of the public

I suggest that what they earn from other work should be deducted from their MP's
salary... The scheme would be similar to means-tested benefits, where you lose a
pound of benefit for every pound you earn, after a small disregard. It might be quite
educational for some MPs, and help them to sympathise with their poorer
constituents... Jim Haigh, member of the public

...a two-tier pay system so that those MPs who only work part-time in Parliament and
have lucrative jobs outside, are paid less. Wirral Older People’s Parliament

e Introducing a mechanism for measuring performance and achievement.

A salary range to reward excellent/outstanding performance. Brian D Saville,
member of the public

[MPs] should be paid on results... judged by an independently elected body of
Citizens. A.R. Walker, member of the public

¢ Introducing an incremental pay system based on length of service as an MP or
previous work experience.

There could... be some form of differential that reflects the experience of the
individual so that, for example, a newly appointed MP starts at a lower remuneration
than a long standing MP. Anonymous member of the public
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There should be small increments to reflect the number of times an MP has been re-
elected up to a maximum salary... Simon Hughes MP

Regional pay (minimal support for this).

[There is] the case for considering whether lesser amounts should be paid to MPs to
represent the devolved regions of the UK because the range of issues on which MPs
in these regions represent their constituents is less than that of MPs in England.
Mercer (remuneration consultants)

6. Several others disagreed with differential pay (including HM Government, several MPs
and the SSRB).

Practical issues with how to measure, apply and administer relevant factors.

In theory, | would like to see MPs be appraised on a yearly basis by their constituents
that they represent. However in practical terms this is not possible. Mike Clare,
member of the public

It would be incredibly difficult to administer and impossible to control and
rationalise... Jon Millbanks, member of the public

SSRB supports performance-related pay, where appropriate. However, we cannot
envisage any objective way of evaluating MPs’ performance. Consequently we do not
see a case for any kind of differentiation other than for Ministers, certain front bench
Opposition positions, the Speaker and Deputy Speakers and Committee chairmen
who have significant additional responsibilities. SSRB

Adjusting the MP's salary by reference to the level of outside earnings would be
unworkable because substantial earnings can be generated with a relatively small
time commitment. Mercer

Without a proper employment contract, it is hard to see how outside interests can be
managed. | subscribe to the view that an outside interest is important as it gives real
world view to an MP — something that they come if a great deal of criticism of not
having! Mark Garnier MP

7

There are two fundamental objections to the concept of a two-tier “full-time” /”less
than full time” salary structure for MPs. The first is that there is absolutely no
evidence whatever that those MPs who do have outside earnings (including those
with substantial earnings) are any less full-time than MPs who do not have such
earnings... The second fundamental objection to having a split salary structure is the
“elephant in the room”, not mentioned in the Consultative Document: that of

Ministers. Rt Hon Jack Straw MP .
Issues relating to fairness, equality and diversity.

We believe that an MP’s basic salary should be the same, whatever their previous job
and previous earnings were and whatever their constituency. It is the nature of
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parliamentary democracies that all MPs are elected to represent their constituents.
They are in this respect all of equal worth. Parliamentary Labour Party

MP’s pay should be a flat and wholly transparent rate. Because of their potentially
diverse backgrounds it would not be appropriate to have different starting levels. Jon
Millbanks, member of the public

Pay is for being an MP, differentials are discriminatory... Mike Wynne-Powell,
member of the public

I do not support differential pay... | consider it a fundamental principle that in the
House of Commons all Members are equal. The Speaker of the House of Commons

None of the possible differentials mentioned seems to be viable. Regional disparity
would be absurd; length of service ignores professional maturity at the point of entry
and could not work satisfactorily. Sir Nick Harvey MP

I don't think there should be a differential to MPs pay, they've got equal voting
power, regardless of length of service. Chris Ffelan, member of the public

Remuneration should be the same for everyone. Once there is a special case the flood
gates will open. Mr F. Biard, member of the public

The Government believes that we should avoid creating different ‘classes’ of Member
of Parliament. For this reason, except in the cases where an additional payment is
made to recognise service as Chair of a Select Committee or a member of the Panel
of Chairs as agreed by the House, we do not support the notion of differential pay. In
particular, the Government considers that it would be difficult to introduce a
differential based on the characteristics considered in the consultation paper, while
still meeting the guiding principle of fairness. HM Government

As an MP with an income external to parliament | would like to comment as to the
suggestion that such MPs should be paid a lower amount. | would have no objection
to this, but would not wish for it to be said that | am working less than the average
MP who does not have an external income. John Hemming MP

That may not match market practice (particularly relating to outside earnings).

...most employers do not prevent employees from having outside earnings providing
these do not interfere or provide conflicts with their main job. Mercer

It would seem odd to single out only MPs and not thousands of others on the public
pay roll who perfectly legitimately earn additional income by doing jobs outside
normal working hours... Simon Hart MP

There are many vocations and professions, in both the public and private sector,
where people are allowed to take on additional work in their "own time"... it would
seem punitive and out of step with usual practice for IPSA to reduce Members'



Parliamentary salaries in the event of them having outside interests. 1922
Committee

Q4: To what extent should IPSA consider the salary levels of other occupations
when determining what MPs should be paid? What other occupations/legislators
do you consider to be comparable to the role of MPs?

7. Of the respondents who addressed Question 4, three-quarters agreed that IPSA should
consider the salary of other “comparable” occupations. Amongst those in favour of job
comparators, many cited reasons such as fairness, that it was easy to understand and
administer, and would help keep MPs’ pay in line with that for “similar” occupations.

rn

Assessing MPs' "worth" in comparison to other jobs and professions is the only way

of arriving at a fair and publicly acceptable system. Rt Hon Ben Bradshaw MP

This is the only sensible basis on which IPSA can reasonably arrive at a judgement on
what MPs should be paid. Sir Nick Harvey MP

What... is important is that the pay should have a rough comparability with other
appropriate groups. At present it does not... It is, | think, comparable with some
comparators for those in their late twenties or thirties, but much less so for those
who are older. Rt Hon Jack Straw MP

8. Most of those in favour of this option suggested public sector comparators such as police
(Chief Superintendent), GP, Head Teacher, and/or Senior Civil Servants (SCS), while a few
mentioned private sector comparators (such as middle to senior managers, senior
executives or lawyers).

MPs’ salaries should be set so that their total reward... is approximately equal to the
average total reward of the public sector comparators with similar job scores. When
our predecessors on the SSRB carried out their review in 2007, they were advised that
suitable comparators then were a head teacher, police chief superintendent, pay
band 1 senior civil servant, second tier county council officer, colonel and HR director
in a NHS organisation. However, relativities may have shifted and the calculation
would need to be repeated using up to date job evaluations to establish the most
appropriate comparators today. SSRB

IPSA might like to look at... the pay of Grade 5 civil servants (the band to which
previous reviews have tried to link Members' pay); and... the pay of those senior
professionals that Members deal with in their constituencies [Chief Executives of
Councils, Chief Executives of NHS Trusts, University Vice-Chancellors, school Head
Teachers and Chief Constables]. 1922 Committee

...any comparison against other professions is problematic for a wide variety of
reasons but if one were to adopt a comparator...it should be with a General
Practitioner, the head teacher of a large school or with a public servant on the lower
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bands of the Senior Civil Service. This would lead to a figure of around £85,000-
90,000 a year. Prof Matthew Flinders, University of Sheffield

This is the only sensible basis on which IPSA can reasonably arrive at a judgement on
what MPs should be paid. Sensible public sector comparators would be with the sort
of jobs the SSRB previously used, such as a secondary school head teacher (not
primary!), a chief superintendent of Police, a colonel in the army, a departmental
director of a county or unitary council (but not the chief executive), an executive
director of an NHS Trust, a senior civil servant and similar. Sensible private sector
comparators would be a partner in a solicitor or accountancy firm (though not
perhaps the senior or managing partner), a company director (though not the chief
executive), and a GP or hospital consultant (the latter being private/public sector
hybrids). All of these are the sort of people MPs hold to account on behalf of the
public, so while MPs’ pay need not slavishly match theirs we would not want them
regarding MPs as their hierarchical inferiors. Sir Nick Harvey MP

A Chief Superintendants wage would seem to be a good base level for a basic MP’s
salary. It carries a similar level of commitment, hours and responsibility. Jon
Millbanks, member of the public

Salaries should be compared to average salaries for middle managers in the private
sector EXCLUDING all public sectors from any comparison. David R Reynolds,
member of the public

9. Afew respondents also suggested international comparators (e.g. the mean of
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international parliamentary salaries or the same as MEPs). But some noted this should
just provide context rather than a fixed link.

IPSA might like to look at the pay awarded to those sitting in other national
legislatures... 1922 Committee

The rate we already pay to one group of elected Members of (the European)
Parliament should be comparable to the other group of elected (UK) Members of
Parliament... If you prefer to keep the rate within the UK, 38.5% of a Justice of the
Supreme Court's salary would be approx £80,000. Trisha Tomlinson, member of the
public

You could use the average pay of all the “MPs” in lower house of all parliaments of
EU countries. Favour using % of national average pay. Mr F. Biard, member of the
public

A more robust comparator might be with the figures paid to other parliamentarians
around the world. Prof Matthew Flinders, University of Sheffield

Within the UK the role of an MP is unique and therefore it is difficult to find
comparators without looking at other political bodies elsewhere outside the UK.
Anonymous member of the public



10. A few people mentioned other jobs that are relatively low-paid.

11. Those who disagreed with using job comparators, suggested a number of reasons why

this may not be a viable option.

An MP’s role is “unique”.

I don't think MPs should be compared to other professions, their role is quite
distinct... Chris Ffelan, member of the public

...the work by its nature is unique, comparison is useless. PWB, member of the public

A bespoke solution is required... Ignore all other comparators. Steve Ford, member of
the public

MPs carry out a very wide range of responsibilities, and each Member's approach to
the work will vary according to the different nature and requirements of the
constituency. It is difficult to find a comparator which will reflect the complexity of
this model... If comparators should be used, it will be necessary to make sure that the
relevance of those comparators is regularly reviewed. The Speaker of the House of
Commons

Other occupations require different skills, qualifications, experience, and/or levels
of responsibility.

No consideration should be given to salary levels of other occupations. MPs are in no
way [comparable] to other occupations. They are not wealth creators, nor do they
perform jobs that the general public benefit from e.q. fire fighters, service [personnel]
and/or medics. Mike Clare, member of the public

Head teachers are mentioned but they are in charge of millions of £s, many staff,
hundreds of pupils and large buildings and services - there is no comparison. They
have many years of experience in the job. Susan Bates, member of the public

It may not be easy to determine or administer, fair, transparent or sustainable.

The argument against doing it is that the comparator may be subject to unexpected
factors unrelated to MPs which make them no longer a fair comparator... If a
comparator is used, it should therefore be a basket of professions, not just one.
Anonymous member of the public

It is misleading to try to compare salaries in the Private Sector as they will not have
the same access to expenses and benefits as an MP. The question is loaded to
salary... not considering the total package. Mike Wynne-Powell, member of the
public

Comparators may not be relevant (particularly international comparators).
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There is no point in comparing their remuneration with that of politicians in other
countries... If those countries wish to overpay their politicians that is their affair, it
has no impact on us. Anonymous member of the public

International comparisons are not helpful because there are very corrupt practices
elsewhere... David Feldman, member of the public

Regarding comparisons with other parliaments, we agree with the conclusions of the
SSRB that “precise comparisons are near impossible” and for that reason would not
be in favour of using other legislators as a model. We share IPSA’s concerns about
using other occupations as a comparator, in part because the public are often as
uninformed about what GPs or Local Authority Chief Executives earn and do day-to-
day as they are about MPs’ pay and role... [We] do not believe it would be
appropriate to link MP pay to these roles as long as the current trend for changing
attitudes and misunderstanding exists. The Members' and Peers' Staff Association

It should not be an issue of how are MPs paid in comparison to other countries, but
what MPs have achieved for the UK populace. Telford Moore, member of the public

Q5. Should we link MPs’ pay to a multiple of average earnings? If so, what would
be an appropriate multiple to establish the level of pay?

12. Of the respondents who addressed Question 5, two-thirds agreed that MPs’ pay should
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be linked to a multiple of average earnings. Most of those in favour were members of the

public and the suggested multiples ranged from one (i.e. the same as average earnings)

through to about four.

Reasons for choosing a particular multiple included following historical trends or
“fairness”.

As it is the job of an MP to represent his or her constituents, it would be appropriate
if an MP earned nearer what an average person earns... Twice average earnings -
around £52,000 - would be about right in my view. Andrew Fagg, member of the
public

Average times three is simple and follows historic trend. Mr F. Biard, member of the
public

MPs pay is too low, they should be paid 4x average wage. PR Carter, member of the
public

Some also suggested using a different calculation, rather than a simple multiple of
a national average earnings index.

Personally | agree with fixing MPs salary to the average national salary (ANS), but at
2.5 times the ANS, not around 4 times, but if they are going to introduce local wages
for public sector workers then they too should be place[d] on the multiple of the local



average wage times the multiplier for their constituency. Stephen Hollinshead,
member of the public

Yes - but not just national average pay. That ignores the poor to whom MP's bear
equal responsibility at the very least. | recommend using a multiple of the midpoint
between national average and national minimum pay. Approximately: £25K +
£12K /2 = £18.5K x 5 = £92.5K... Steve Ford, member of the public

13. Respondents who disagreed were mostly MPs. Reasons mentioned included that it may
not be considered fair, would not be easy to explain publicly, would be arbitrary, was not
market practice, and there were simply other preferable alternative options.

No, we are strongly opposed to this suggestion. It is difficult, if not impossible, to
determine the “appropriate” multiple. It would be a highly contentious and
controversial idea. Parliamentary Labour Party

Linkage to a multiple of average earnings would be arbitrary. We are not aware of
any other workers whose pay is set in this way, so it would treat MPs differently from
the rest of the population. SSRB

No, it would be meaningless. Mark Field MP
This is a flawed approach and should not be pursued. Sir Nick Harvey MP

Multiple of average earnings? No, go with a system based on public sector
employees. Mark Garnier MP

Why should MPs be paid as four times as much as an average worker? Wirral Older
People’s Parliament

"Multiple"? No & NO again. The last 4 decades have shown they are worth no more
than the "average earner". Capt Bryn Wayt, member of the public

Q6. Is the public service component of the job a requirement of the role or
something which should attract a reward?

14. Of the respondents who addressed Question 6, all stated there should be not be any
additional reward on the basis of “public service”, as it is a requirement of the role.

Public service is an inherent part of the role. It should not attract a reward. SSRB

Public service is a requirement of the job and already part of the reward. Mark
Garnier MP

The role is that of a public servant, if they need extra reward for serving the public,
what is their basic wage for? Chris Ffelan, member of the public

The public service component of being an MP is probably the most important and
rewarding element of the role. It is not something that should be rewarded in
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financial terms and | suspect very few MPs would want to be rewarded in this
manner. Prof Matthew Flinders, University of Sheffield

The public service component of an MP’s role is at the heart of that role. If there is no
commitment to public service by the individual then they should not be an MP. As
such, this element is a core component, a basic requirement that should carry no
specific reward. Anonymous member of the public

We do not believe the public service requirement of the job should directly impact on
the pay decision. Mercer

This element of the role should not be rewarded specifically, but neither should it be
used as some sort of perverse justification for under-paying MPs. Sir Nick Harvey MP

Q7. Are there any other issues that we should consider when determining MPs’
pay?

15. Of the respondents who addressed Question 7, most agreed that there were other issues
that we should consider when determining MPs’ pay. Many of the responses overlapped
with those to Question 3 about differential pay, such as considering regional differences,
performance assessments, outside earnings, previous work experience, and length of
service, as well as to Question 1 on principles and Question 2 on equality and diversity.

e We should take account of expenses when determining salaries.

The approach of considering the package as a whole is the right one and should
include all allowances as well as pay, pension etc. Anonymous member of the public

If MPs are given the massive increase in salary then they should be barred from
claiming any expenses except for those for running a constituency office. Stephen
Hollinshead, member of the public

...in order to reduce the overall cost to the taxpayer, | suggest all expenses should be
cancelled, and a proportion of the total of this saving [to include bureaucracy savings
from a reduced IPSA] to be added to MPs salary — perhaps tailored to reflect
constituency distances from London. The only expense function that IPSA would
retain is that of staff salaries. John Baron MP

e We should set pay at a level that encourages the recruitment, retention and
motivation of MPs of an appropriate quality and recognises MPs’ level of
responsibility and workload.

...the level of remuneration should be sufficient to attract and retain individuals of
the required caliber to the role of an MP. Mercer

...for pay review bodies such as SSRB the key issues in setting pay are recruitment,
retention and motivation. We believe the question IPSA should address, although we
recognise the difficulty of obtaining clear evidence, is what salary is necessary to
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encourage sufficient numbers of suitably equipped people to stand for Parliament
and to serve for a reasonable period having been elected. SSRB

Clearly, in deciding this figure IPSA will need to weigh up a number of factors which
might include a) the type of responsibility that comes with serving in a national
Parliament; b) the level at which Members are expected to operate within Parliament
and their constituencies and c) the need to attract and retain high calibre people,
capable of making a meaningful contribution to public life. 1922 Committee

| believe no Member of Parliament seeks election in order to achieve personal
enrichment, but it is proper that the salary reflects a respect for the importance of
the role and is comparable to other responsible positions within the public sector.
Mark Field MP

Other issues which warrant attention are the disruption to outside careers which is
entailed in getting elected to Parliament, the precarious tenure, and the practical
difficulties of resuming other careers after a spell in Parliament. The long hours and
demands of the job are also significant, even measured against the comparators. Sir
Nick Harvey MP

We would want to re-emphasise three important factors. Firstly, maintaining the
health of our democracy. Secondly, the importance of attracting people from a range
of backgrounds into Parliament. It should not be the preserve of the wealthy as
Parliament once was. Thirdly, it is important that the public have confidence in the
system... It should also be noted that before the power to determine MPs’ pay was
given to IPSA, MPs’ decisions on their own pay has meant that real growth in their
pay has fallen behind that of UK average earnings. Parliamentary Labour Party

Q8: Should MPs’ pay be linked to an economic index or salary levels of
comparable occupations so that, in the future, their pay would be revised each
year between pay reviews? If so, to which index or occupations should MPs’ pay
be linked?

16. Of the respondents who addressed Question 8, three-quarters agreed that MPs’ pay
should be linked to an external measure regularly to adjust their pay.

It is essential to link MPs’ pay to some index or other, and that in itself is more
important than the decision over which index to link to... It should all be objective and
automatic and not require IPSA to make a judgement or even a computation. An
automatic system of up-rating — over which there should be no interference or
manipulation — is the best way of minimising the reputational damage to both IPSA
and Parliament, constraining the media to one major outburst every five years, at the
periodic review. Sir Nick Harvey MP
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The Government recognises the argument that previous failure to successfully index
MPs’ pay led to stagnation and erratic increase. That, in turn, inevitably led to
criticism of the system and dissatisfaction from MPs. The Government supports
attempts to take the ‘politics’ out of the decision-making process. Whether this can
be achieved through the re-introduction of annual indexation, and if so, which linking
mechanism could best achieve that, is a matter for IPSA. HM Government

While a system of regular reviews is essential to avoid a recurrence of previous
"erratic trends" in Members' pay, | recognise also that IPSA will wish to avoid
unnecessary bureaucracy... Indexing over the five year period between statutory
reviews might therefore be an alternative way to achieve the balance of interests in
those intervening years. The Speaker of the House of Commons

17. Amongst those who were in favour, most suggested a specific index or occupation(s) to
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which MPs’ pay could be linked (although there was no clear consensus).

Linking to inflation (or another economic index)

MPs are keen... for wages and pensions to be linked to the CPI, so it's only fair that
their pay is linked to that. Chris Ffelan, member of the public

...if the MP’s are supposed to reflect the people that they represent, then pay rises
should be linked to the CPI. JF Carter, member of the public

Like many people, | believe that the role of individuals in Government is so important
that their remuneration must be attractive, even generous. This view would be even

more widely accepted by the electorate if an element of that remuneration reflected
the country's economic performance. Michael Sheehan, member of the public

Linking to average earnings

...future changes should be pegged to changes in average public sector pay. The
TaxPayers’ Alliance

...Iif "average salaries" increase, then MPs' salaries could increase also, and, if
"average salaries" decrease, then MPs' salaries could decrease also. Telford Moore,
member of the public

The most appropriate would be either the whole economy average earnings index, or
the public sector average earnings index. Sir Nick Harvey MP

Linking to a basket of 100 national statistics such as employment rates, national
debt.

When MPs fail the nation, by permitting the decline of key national factors, they
should suffer directly and in proportion. Steve Ford, member of the public.



18. Some respondents did not support annual indexation. For example, some preferred that
we only review MPs’ pay every five years and there was some overlap with answers to
Question 14 on possible interim one percent pay increases in 2013 and 2014.

MPs' pay should remain the same through the period of time between general
elections... Mike Clare, member of the public

No. Set pay levels on the basis of it running for an entire parliament. Mark Garnier
MP

Q9: Should IPSA continue the current structure of additional pay (a flat-rate for
Select Committee Chairs and incremental payments for Members of the Panel of
Chairs based on length of service) to recognise Chairs’ additional responsibilities?

19. Of those who responded to Question 9, almost all agreed that Chairs should continue to
receive additional pay to recognise their additional responsibilities.

It seems right that where MPs take on additional responsibilities this should be
recognised through remuneration. Anonymous member of the public

The justification for the additional payments should be that MPs with these roles
have a clearly different level of responsibility within the House than those who do
not. Mercer

I believe the current system of rewarding MPs who take on significant backbench
functions is right (select committee chairmen etc)... Mark Garnier MP

The additional pay for those chairing Select Committees is entirely reasonable and
consistent with the additional responsibilities they hold. Whilst chairing some Select
Committees will be more time intensive than others, the roles are all pretty
comparable and we would not seek to change the current arrangement of a flat-rate
of additional pay. The TaxPayers’ Alliance

The Government considers that the original calculation of the additional pay for
Select Committee Chairs, following a job evaluation exercise conducted by the Senior
Salaries Review Body, is still an appropriate benchmark. The conclusion that the
additional pay should be equal to that of a Parliamentary Under-secretary, mitigated
to take account of the time commitment, remains valid... The Government does not
believe that either the raising of the profile of select committee work, or the evidence
of increased workloads, justify any significant adjustment to the current level of
additional pay for these roles. The consultation paper raises the options of payment
based either on a calculation of time commitment, or a responsibility-based payment
based on the perceived ‘importance’ of each committee. We agree with earlier
suggestions, that it would be hard to identify and quantify the factors to justify
differentials, and consider that a move to either system would introduce an
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unnecessary level of bureaucracy to the administration of the payment, including the
need for regular review. HM Government

20. Others agreed with paying Chairs an additional amount but suggested adopting a slightly

different pay structure.

| wholeheartedly support the principle of an additional salary for Members of the
Panel of Chairs... The current payment system consists of four tiers, based on years
served on the Panel. Although | believe this works better than either of the two
alternative options presented in the consultation document, | am not sure that it is
necessarily the best arrangement. My own personal view is that consideration should
be given to establishing a two tier structure with new Panel Members serving a
‘probationary period’ at a lower salary (to give them the opportunity both to obtain
the basic experience needed to support work as a full Panel Member, and to let them
assess whether the work and workload is for them), before moving up to a full salary
for all those chairs able to serve as a ‘full’ Member of the Panel. This would be a
fairer reflection of the realities of the Panel... Lindsay Hoyle MP (Chairman of Ways
and Means and Deputy Speaker)

Differences between Chairs relate more to individuals than any needs of structure;
therefore differential payments simply based on longevity of involvement seem to
have little justification... Dai Havard MP

Flat rate for extra work done, no increments for “serving time”. Mr F. Biard, member
of the public

We are ... less comfortable with the current incremental pay structure for Members
of the Panel of Chairs. It takes no account of the actual number of Bill Committees or
sittings in Westminster Hall chaired by the individual MPs on the Panel. We believe
that the total pay for Members of the Panel (currently around £370,000) would be far
better divided according to the amount of chairing duties undertaken by those
individuals. The TaxPayers’ Alliance

Chairs of Committees should have a small additional payment, depending on how
often the Committee sits and the importance of the Committee. Mike Clare, member
of the public

21. A few respondents also suggested that Chairs could even be paid more than currently.
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The 1922 supports the practice of paying Committee Chairs, as these payments
recognise the important role they play in the work of Parliament and the exercise of
our democracy... Indeed, there is an argument that the pay of Chairs should be linked
more closely to that of Ministerial office holders... it is the case in most enlightened
working environments that pay is linked to the level of responsibility, not the hours
worked. 1922 Committee



The demands of chairing a select committee have increased in recent years and, if
anything, the additional payment should probably be increased. Prof Matthew
Flinders, University of Sheffield

The current system seems about right, though initial rates for panel chairmen are
pretty parsimonious and potentially off-putting given the heavy time commitment.
Sir Nick Harvey MP

22. There were a small number of respondents (members of the public) who disagreed with

paying additional amounts to Chairs.

There should be no extra pay for MPs that take on extra responsibilities. If taking on
those responsibilities is only motivated by money, then the MPs are the wrong people
to hold those responsibilities. Chris Ffelan, member of the public

No. It is part of their jobs that they are already paid for. Telford Moore, member of
the public

PENSIONS

Q10: Do you have any views on the guiding principles for reforming MPs’
pensions?

23. Of the respondents who made comments which related to the guiding principles under
Question 10, a range of views were expressed and there was no clear consensus.

24. Several respondents supported some or all of IPSA’s guiding principles.

We agree with those principles, which largely coincide with the terms of reference we
followed for our Review of the Parliamentary Contributory Pension Fund 2010. SSRB

We agree with the guiding principles that are set out. Mercer

We are broadly supportive of the principles as set out in the consultation. It is
important to recognise the unique role of an MP in relation to their pension
arrangements. Parliamentary Labour Party

I support the guiding principles for MPs' pensions... | welcome IPSA's commitment to
accrued rights. The Speaker of the House of Commons

...the Hutton Commission was asked to make recommendations for “pension
arrangements that are sustainable and affordable in the long term, fair to both the
public service workforce and the taxpayer and consistent with the fiscal challenges
ahead, while protecting accrued rights.” These are all principles which should apply
to the reform of the MPs’ pension scheme. HM Government
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25. Several respondents suggested some or all of the principles could be revised or
simplified.

1. Whilst we agree that MPs' pensions must be "appropriate", we consider that the
principle might additionally refer to pension provision being "adequate"... 2. We
agree with this statement, but not with the inference that the current system is
inequitable between MPs of different ages, backgrounds and income levels... 3.
Agree. 4. Whilst we agree that pensions must be sustainable and affordable in the
short and long term ... We are particularly concerned that the contributions payable
by MPs should remain consistent over time and should not become subject to
inequitable fluctuations from year to year driven by investment performance (or
underperformance). We are very concerned... that IPSA considers it may be necessary
to re-examine the package it comes up with shortly before the General Election in
2015 as "economic circumstances may change”. 5. We strongly agree that accrued
rights must be protected...\We note that the Public Service Pensions Bill currently
includes a provision which seeks to alter that accrued rights protection so as to
enable 'normal pension age' in a future MPs' scheme to uprate automatically in line
with changes to State Pension Age... Trustees of the Parliamentary Contributory
Pension Fund

| know of no pension scheme which tries to differentiate for 'background’. Richard
Graham MP

The arrangements should also... take some account of the short Parliamentary career
of the average MP, and the career interruptions before and after spells in Parliament.
Sir Nick Harvey MP

The guiding principles are simple — they should be no different to those being applied
to other public sector workers. Anonymous member of the public

26. Some respondents expressed views which broadly were contrary to some of the guiding
principles put forward in the document. For example, a few people disputed the principle
that there must be an appropriate and fair balance of costs and risks between the
member and taxpayer.

Since MPs are cushioned from most of the economic factors that affect the general
public, their pensions should be fully-funded by their own contributions. Telford
Moore, member of the public

27. Several respondents made general comments about MPs’ pension arrangements which
did not specifically answer the pensions questions but which provide useful context for
our Review.

e The timeframes for implementing reform and the package being fair in comparison
to 2010 leavers (several MPs raised these concerns).
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...any decisions should be made on the basis that they apply to the sitting Members
of Parliament even if the impact is for the Parliament elected in 2015 [including for
pension purposes]. David Blunkett MP

Specific arrangements for those close to retirement.

Other aspects worth review is the absence of the usual rule allowing increased
pension for later retirees, and the absence of cost of living adjustments for the period
between an MP losing his seat and actual retirement. Anonymous member of the
public

The general perception that the current scheme is too generous.

...their pension is unsustainably high and generous. Jon Millbanks, member of the
public

The parliamentary scheme is one of the most generous in the public sector when
taken at 1/40th and 1/50th rates. It is certainly more generous than the private
sector norm...the public will not tolerate MPs enjoying gold-plated deals that are
unavailable to most of the rest of us. The TaxPayers’ Alliance

The current scheme is way out of line when compared to the majority of the
workforce of this country. Mike Wynne-Powell, member of the public

Changes to the Parliamentary Pension should take heed of the changed pension
climate in both the private and public sectors, without pandering to urban myths
about MPs getting “gold plated pensions”. Sir Nick Harvey MP

The notion that MPs’ pay could be increased to “compensate” for pension changes.

Why should MPs receive higher pay in return for pension cuts?... No one other than
‘our' MPs will be impressed by the idea. Wirral Older People’s Parliament

The use of international comparisons.

We believe that [international] comparison should be made and the outcome should
form part of IPSA’s deliberations. Trustees of the Parliamentary Contributory Pension
Fund

The costings used in the review.

| believe these costings are grossly understated and that the real cost of MPs’ current
pensions, and the “Reference Scheme” is much higher. John Ralfe, member of the
public.
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28.

54

Q11: Should the MPs’ Pension Scheme be reformed using a Career Average
Revalued Earnings (CARE) scheme in the same way as other public service
schemes? Or should another model be adopted?

Of the respondents who addressed Question 11, almost all agreed that MPs’ pension
scheme should be reformed to be more in line with public service schemes. Of those,
most agreed that the move towards a CARE scheme was the best option.

Their pension should be... changed from a final salary to a career average scheme.
Wayne Hick, member of the public

We recommended a CARE scheme for MPs in our 2010 report and we continue to
believe that is the best option, particularly in the light of the Hutton report and
subsequent changes to other public sector pension schemes... We think MPs’
pensions should be treated as closely as possible in line with those of the vast
majority of public sector workers. SSRB

...whichever pension scheme IPSA proposes to introduce for MPs, it should move

away from a link with final salary for future service... The Government commends the

Reference Scheme to IPSA as a building block for any future Defined Benefit (DB)
scheme... It will be for IPSA to consider whether, and what, adjustments might be
appropriate to reflect the particular circumstances of the scheme membership. HM
Government

CARE should be the standard. MP's are no different from other workers... Let's not

bother wasting time searching for "another model". Capt Bryn Wayt, member of the

public

The present MPs pension scheme should be reformed to follow best practice in other

public service schemes, i.e. to use career average revalued earnings or a similar
scheme rather than a final salary scheme. Simon Hughes MP

Yes CARE definitely right for MPs. Flat hierarchy. You could argue that is what we
have already in practice. Richard Graham MP

While recognising the differences of views among MPs, on all sides of the House, we

can see the case for moving to a Career Average Re-valued Earnings if it is in line with

the rest of the public sector. Parliamentary Labour Party

... MPs' pensions should be broadly in line with those of senior civil servants... In
future pensions should be based on a career average formula. There should be no

change to accrued rights which remain final salary benefits and payable from existing

retirement ages. The Association of Former MPs

Reforms to public sector pensions to make them more affordable should apply to the

parliamentary scheme, too. The TaxPayers’ Alliance




29. Some respondents raised concerns with using a CARE model (or, more generally, with
continuing defined benefit) and some suggested that another model could be adopted.

While in some circumstances a CARE model is effective...l do not think it appropriate
for MPs. It is worth noting, also, that CARE is most relevant is organisations with a
large dispersion of salary levels, and where there is career progression. Neither of
these applies to MPs, so in many ways (in fact most ways) CARE and Final Salary are
the same thing here. So CARE might be a device to reduce the accrual rate, but
otherwise it has no merits in this context. Neil Record, member of the public

I am not sure how a career average scheme would work for MP's as it is my
understanding they are all on the same amount ... On balance though | think MP's
pension should be as proposed for the rest of the public sector and be a career
average scheme. Gareth Latham, member of the public

Little practical benefit would derive from moving to a CARE scheme, on account of
the career structure being flat... However, there might be a presentational dividend
to be derived from following the general public sector trend. Sir Nick Harvey MP

The MP's should move immediately to a Defined Contribution scheme as is now
becoming the norm in the real world. As this and the previous Government has
introduced the NEST Scheme, it would lead the way if MP's adopted this
scheme...Under no circumstance should the scheme continue as a Defined Benefit
Scheme. Mike Wynne-Powell, member of the public

MPs should not be regarded in the same way as other public sector employees. The
role of an MP is quite different and a much higher level of independence of mind is
required... The independent mindset required of MPs is most consistent with having a
defined contribution pension scheme where all of the key decisions and risks
ultimately rest with the individual and not with the employer... Mohammed Amin,
member of the public

30. Some respondents chose not to specify a preference for any model at this stage.

...it is very difficult to give a firm view of which pension model should be used when
there are key questions around pay structure/levels that are at this stage undecided...
We agree with the Independent Public Service Pensions Commission Report by Lord
Hutton that public service pensions should continue to be provided on a defined
benefit basis... We do not believe that the recent and continuing rise in the use of a
defined contribution model in the private sector is of itself consistent with the guiding
principles driving IPSA's review... Should this model (CARE) become the preferred
choice for future pension provision in the MPs' scheme, we would fully expect to see
the elements within this Reference Scheme model being tailored to best fit the
circumstances of MPs. Trustees of the Parliamentary Contributory Pension Fund
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31. Several others suggested that the MPs’ pension scheme should be set by reference to
those of others.

| would recommend totally scrapping the present system and bring MPs into line with
the system recently introduced for the general public [workplace pension scheme].
Mike Clare, member of the public

Their pensions should perhaps reflect a Civil Servant’s on similar pay. John Baron MP

...similar to those now usual in the private sector. Susan Bates, member of the public

Q12: Should MPs be offered flexibility in their pension provision, such as reduced
contributions in return for reduced benefits?

32. Of the respondents who addressed Question 12, about two-thirds agreed with offering
MPs flexibility in their pension provision.

| believe pensions generally should offer maximum flexibility in their pension
provision, such as reduced contributions in return for reduced benefits. | personally
prefer ISAs to pensions as a vehicle for savings and investment. John Baron MP

There is a strong case to be made for flexibility over contribution and accrual rates,
given MPs’ vastly differing ages, length of service, career histories and other financial
and personal circumstances. Sir Nick Harvey MP

I agree there should be continuing flexibility in the MPs' pension scheme... The future
maintenance of a range of options should not be particularly difficult... | hope that
IPSA will consider the question of transitional protection for MPs nearing
retirement... The Speaker of the House of Commons

We recognise the additional complexity that this involves and this is something not
frequently found in the pension arrangements of other professions... However, as
noted, MPs’ employment is different from many others — the job is only guaranteed
for the length of a Parliament, if that. As a consequence flexible arrangements need
to be in place to enable MPs to make plans that are suitable for their individual
circumstances. Parliamentary Labour Party

This is clearly helpful to MPs and seems to have no adverse consequences for the
Exchequer, so yes. Anonymous member of the public

There may be some MPs who would welcome such flexibility, particularly those who
may have significant accrued rights in previous pension schemes and where the main
MPs’ scheme design may result in breaching annual allowance and lifetime
allowance limits. The Association of Consulting Actuaries

33. Others raised concerns with offering MPs more flexibility.
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In this respect we also believe MPs should as far as possible be treated in the same
way as other public sector workers and we understand that such flexibility is not a
feature of most public schemes. Administrative complications inevitably come at a
cost. We had proposed a single accrual rate (1/60ths) for MPs, with the possibility to
make additional voluntary contributions on a DC basis. It should of course be possible
for MPs to opt out of the pension scheme. SSRB

There should be no more flexibility than elsewhere in the public sector —i.e. take part
or don’t. If increased flexibility is a good thing then it should be available to all public
servants or none. David Feldman, member of the public

The Government does not believe it would be appropriate to offer MPs the option to
trade their pension for higher earnings. This approach is not available to the public
service workforce and would be inconsistent with the commitment to encourage
workplace pension provisions currently being introduced. This might cause difficulties
if auto-enrolment provisions were extended to cover MPs. HM Government

Q13. How should we determine the appropriate proportion of contributions from
the MP and the taxpayer?

34. Of the respondents who addressed Question 13, almost all believed that IPSA should
determine this by making comparisons with other occupational schemes’ arrangements.
Of those that favoured comparisons, most respondents suggested comparisons with
other public sector schemes, other parliamentary schemes and/or those of the “general
public”.

The Treasury contribution should be limited in the same way as proposed for other
public sector pensions. Anonymous member of the public

...we believe the cost of MPs’ pensions should be shared between MPs and the
Exchequer broadly in line with the average ratio of members’ and employers’
contributions in the main public sector schemes, possibly excluding those for the
uniformed services... SSRB

...IPSA will wish to be aware the Government intends to reform the Ministerial
Pension Scheme, and will be consulting on its proposals in the coming months. The
proposals will include the consideration of member contributions, and IPSA may wish
to take this into consideration before making final decisions on what level and what
share of contributions should be made by MPs towards their pension scheme
benefits. HM Government

The cost of MPs’ pensions is split between the taxpayer and Commons members. The
amount paid by the taxpayer has risen significantly in recent years. At the last
estimate, in 2009-10, taxpayers contributed £13.5 million to the cost of MPs'
pensions. Members themselves contributed £5.3 million. This cost has increased since
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2003 from £9.8 million for taxpayers and £3.6 million for Members... Reforms to
public sector pensions to make them more affordable should apply to the
parliamentary scheme, too. The TaxPayers’ Alliance

As for the appropriate proportion of contributions from the MP and the taxpayer,
again | stress that MPs should not be treated favourably — we should be setting the
example. John Baron MP

It should follow the same proportions of most other workplace pension schemes.
Chris Ffelan, member of the public

35. A small number suggested comparisons with private sector schemes.

... level of contribution to be exactly the same as the majority of private sector
workers. Mr G Chadwick, member of the public

36. A few people, however, raised concerns about making comparisons between schemes.

We note the difficultly of making comparisons between the contribution made by the
individual and the taxpayer across a range of public sector jobs. As IPSA notes
pension schemes are unique and comparisons are difficult. Parliamentary Labour
Party

The comparison table shows how hard it is to compare accrual/contribution
rate/pensionable age etc. More research on a sensible comparison formula needed!
Richard Graham MP

37. Several MPs and parliamentary groups suggested that the high level of the current
contribution rates should also be taken into account when making determinations.

...in recent years the differentials in pay between Members of Parliament and other
senior professionals have further widened, while contribution rates towards the
pension have risen by nearly 40% (currently 13.85% of salary). The Committee asks
IPSA to take this into account when setting the level of Members' future
remuneration. 1922 Committee

It must be an absolute acceptance that we pay one of the highest contribution rates
in the Public Sector. Stephen Hammond MP

The Government believes it is right for IPSA to consider both the overall costs and the
balance of costs between the scheme member and the Exchequer in the future. HM
Government

38. A handful of people suggested moving to a defined contribution scheme instead.

Since | advocate a DC scheme, MPs should be free to contribute whatever they wish,
subject to existing HMRC rules. Neil Record, member of the public
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IMMEDIATE DECISIONS

Q14: Do you believe that IPSA should follow the public sector pay policy and
increase MPs’ pay by one percent in 2013 and 2014?

39. Of those respondents who addressed Question 14, most agreed that IPSA should follow
the public sector pay policy and increase MPs’ pay by one percent in 2013 and 2014.

Yes. This seems a sensible, fair and coherent step forward. Prof Matthew Flinders,
University of Sheffield

Any pay increases should follow that of public sector workers. David Feldman,
member of the public

It is right that MPs have been subject to the public sector pay freeze to which many of
their constituents will also have been subject. MPs should now be subject to the
public sector pay policy going forward, which should mean... that their pay should
change in line with average public sector pay. The TaxPayers’ Alliance

Yes - unless back in recession. We should shrink and expand together... Richard
Graham MP

The Government recognises that an interim uplift to MPs’ pay of no more than one
percent in 2013-14 and 2014-15 is in line with pay deals in the public sector, which
are being held to an average of one percent for the two years following the pay
freeze. HM Government

40. Some respondents noted some concerns or suggested specific caveats that could apply.

We believe IPSA should increase MPs’ pay by 1 percent in 2013 and wait to see
whether the Government’s public sector pay policy remains the same in 2014. SSRB

We do not believe IPSA should explicitly tie itself into public sector pay policy because
this would compromise its independence. However, it is unlikely that there would be
public support for increases at a higher level than others that apply in the public
sector, and for this reason IPSA may need to limit increases, unless there is a strong
case to do otherwise. Mercer

... anincrease of 1% as currently proposed seems appropriate assuming that MPs
pensions are also in line with the public sector i.e. consider the remuneration package
as a whole in deciding whether an increase in pay is appropriate. Anonymous
member of the public

No. They should have no increase. They should not receive any increase until... the
method ... re their salaries, is implemented. Telford Moore, member of the public
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Q15: Should MPs leaving Parliament after defeat at an election continue to
receive resettlement payments?

41. Of the respondents who addressed Question 15, most agreed that MPs leaving

42.
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Parliament after defeat at an election should continue to receive resettlement payments.

MPs who lose their seats at an election should be entitled to a resettlement grant.
We have heard no argument against this and note that across the public and private
sector arrangements exist for loss of employment. Parliamentary Labour Party

An MP who loses their seat deserves some form of ‘redundancy’ payment the same
as any other worker. Anonymous member of the public

Yes — it’s a difficult time because unlike most jobs there is no other employer offering
the same job - it's like working in a company town and losing a job with that
company... Anonymous member of the public

There is nothing “voluntary” about losing one’s seat. It is a depressing, unpleasant
experience, and can often lead to extended periods of unemployment or under-
employment. Rt Hon Jack Straw MP

Some respondents agreed that defeated MPs should receive some form of payment, but
suggested alternative ways that payments could be calculated (currently it is one month’s
pay for each year of service up to a maximum of six years, regardless of age or length of
service, and following election defeat only).

Yes, but arguably only for a maximum of three months rather than the current six...
should only be provided to those who lose an election and are therefore involuntarily
made redundant by the public. Prof Matthew Flinders, University of Sheffield

The payments should reflect the number of terms served and the nearness in age of
the retiring MP to the state pension age. Simon Hughes MP

If an MP is voted out it is the same as being sacked, therefore one months notice, one
months pay, that is fair and the same as the rest of us would get. When an MP
stands down for whatever reason other than being voted out, they should get
nothing, it is their decision. Neil Duckworth, member of the public

Being an MP is not a “job for life” and the overly generous resettlement grants which
have hitherto existed... are no longer acceptable to the general public (not that they
ever were)... it would be wrong to continue with the level of resettlement grant
introduced on an interim basis, which provides for up to six months’ pay as a
resettlement grant. That is indeed an overly generous scheme... We remain of the
view that any MP unsuccessfully seeking re-election should be awarded one month’s
pay. The TaxPayers’ Alliance



43. Several respondents, particularly MPs and remuneration experts, raised concerns that
other MPs who leave (i.e. who stand down, retire or lose their seat for a reason other
than following an election defeat) are no longer eligible for resettlement payments and
that this should be reconsidered.

We believe the issue of resettlement grants for MPs who chose to stand down is
something IPSA should look at again. Parliamentary Labour Party

Not only should those defeated in elections continue to receive resettlement grants,
but so too should those who choose — or for one reason or another feel obliged — to
take the once-every-five-years window of opportunity to stand down. Sir Nick Harvey
MP

The consultation paper clearly presents the concerns IPSA has about the operation of
its current resettlement payment scheme, particularly with regard to perverse
behaviour encouraged by the eligibility criteria and the nature by which MPs leave
the House. The Government recognise that one way to mitigate against such risks is
to reintroduce the system of payments that existed before 2010, to all MPs leaving
the House of Commons. That is a matter for IPSA. Should IPSA decide not to extend
the eligibility criteria, the Government would expect it to propose adequate steps to
mitigate, as far as possible, the risks it has identified, paying particular attention to
any evidence received from the political parties on this point. HM Government

...the Committee strongly supports the retention of a reasonable resettlement
payment when a Member of Parliament leaves office at the moment of a General
Election - regardless of length of service or whether this departure is at the behest of
the electorate, The Boundary Commission or for reasons of retirement... It should be
understood that a Member approaching retirement age cannot readily choose to
leave Parliament at normal pension age but is constrained by the dates of General
Elections. 1922 Committee

MPs leaving parliament should receive appropriate resettlement payments if they
stand down at the end of a parliament or are defeated at a general election,
provided they have served in at least two parliaments. Simon Hughes MP

44. A few members of the public disagreed entirely with resettlement payments for any
departing MPs.

For all intents and purposes they have been 'sacked' by their constituents because
they have not served the voters as promised or expected. Mike Clare, member of the
public

Why do MPs expect remuneration after they leave office, they are essentially on
fixed-term contracts, once they are over that is it. Stephen Hollinshead, member of
the public.
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Q16: Do you agree that, in the event that the boundary changes are introduced
before the general election due in 2015, we should extend the eligibility criteria
for resettlement payments to include MPs who seek candidacy or election for
another seat and are unsuccessful?

Of those respondents who addressed Question 16, most agreed that the eligibility criteria
should be extended. Of those who agreed (most of whom were MPs), there were a range
of reasons cited.

Resettlement arrangements for those seeking nomination (rather than retiring)
should be no different than if they had lost their seat through the ballot box. Mark
Field MP

...it would be completely unacceptable for those retiring (with or without a cloud) in
2010 to have proper resettlement whilst those who face... completely changed
boundaries are faced with total uncertainty... David Blunkett MP

Yes. Any MP who was an MP and then is not should be able to have some sort of
resettlement allowance in exactly the same way that any public or private sector
employee would have, irrespective of how this came about. Mark Garnier MP

Yes. | think it’s possible to overstate the risk of MPs gaming the system by fake
candidacies elsewhere. Anonymous member of the public

Some agreed in principle but noted that, in practice, there may be difficulties in
administering such a payment.

We believe that MPs who leave the house as a result of boundary changes should be
entitled to a resettlement grant and that there is also a case for payment where an
MP is deselected. However, devising objective rules that addresses all of the issues is
going to be very challenging and ultimately IPSA may need to find a way [to] apply its
discretion as to whether or not a payment should be made, reviewing each case on
its merits... Mercer

In principle, yes, but we share IPSA’s concern that such a provision could be open to
abuse. SSRB

We support the proposals on resettlement for MPs whose seats disappear as a result
of boundary changes (were they to be implemented). Nonetheless we recognise the
proposals IPSA are considering are complex and this is a consequence of the decision
to restrict resettlement grants... Parliamentary Labour Party

IPSA should not try to make a science of determining such things. All MPs leaving
should be entitled to resettlement. Sir Nick Harvey MP



47. Some respondents disagreed with resettlement payments following boundary changes.

No. People have to move to get jobs. The redundancy package gives what everybody
else gets. Mr F Biard, member of the public

NO, | do not agree. Boundary changes are not made to assist MP's staying on in their
coushy job so altering the goal-posts just for them is not an option. Capt Bryn Wayt,
member of the public

As far as those whose seat “disappears” after a boundary review are concerned, it is
difficult to argue that they should be entitled to any resettlement grant if they do not
seek election in another constituency (as has often been the case after a
redistribution in the past). The argument still applies that they were elected for a
fixed term five-year contract and that if they are not selected to stand somewhere
else, then they have time enough to prepare for life outside Parliament. We do not
believe that those unsuccessful in seeking another seat elsewhere after failing to get
selected for part of their existing seat should be entitled to a resettlement grant. The
TaxPayers’ Alliance

Q17: Do you believe that we should provide outplacement support in addition to

the resettlement payment for eligible MPs?

48. There was a wide range of opinions amongst those who responded to Question 17, but
the majority disagreed with providing MPs with outplacement support. Most of the
responses were from the general public.

No, absolutely not. The MPs had sufficient skill and intelligence to get themselves
elected. They have not operated in a vacuum for the duration of their service,
therefore courses such as this are superfluous and an unnecessary form of
expenditure. Jon Millbanks, member of the public

No. Parliament is not a private corporate entity. Parliament is not responsible for the
future employment of its past members. Using public money to help ex-members is
inappropriate. Mark Field MP

We find the idea that defeated MPs should be eligible for £1,000 of taxpayers’ money
to help them with writing CVs and interview skills (‘outplacement support’)
completely preposterous. Any ex-MP worth their salt ought not only to be literate
and replete with good inter-personal skills, but they will also be far better connected
than most people, with a first class contacts book relating to their areas of
geographical or topical interest. The TaxPayers’ Alliance

Outplacement support should not even be considered... Too much effort is being
placed on the welfare of MPs. Mike Clare, member of the public

They should get one or the other, not both. Chris Ffelan, member of the public
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49. Some respondents agreed with providing outplacement support (including most MPs).

When losing their seats, MPs should get retraining grants and help with finding
another job, unless they have been convicted of fiddling their expenses. Mr G
Chadwick, member of the public

Within a reasonable cash envelope this is probably a very good idea. Sir Nick Harvey
MP

The induction and training schemes for new MPs have increased in quantity and
quality in recent years and it therefore seems only logical to offer some form of
support for outgoing MPs. Prof Matthew Flinders, University of Sheffield

Some form of Outplacement Support equivalent to that received by senior civil
servants seems appropriate. Anonymous member of the public

Good employers do this. SSRB

...MPs should not be denied that which is available to any public or private sector
employee. Mark Garnier MP

GENERAL COMMENTS ABOUT PAY

50. Of those that expressed a view about the specific level of pay of MPs, in addition to the
consultation questions, most said MPs should be paid the same or less than currently.

I think the current salary - at £65,000 - is too high... Twice average earnings - around
£52,000 - would be about right in my view. Andrew Fagg, member of the public

The current salary for a backbench MP seems about right... Anonymous member of

the public

I am extremely doubtful whether the UK electorate would stomach a large increase in
MPs' salaries. Anonymous member of the public

In view of the fact that many MPs do not regularly attend debates in the House of
Commons, have school holidays, and get very generous accommodation and other
allowances, courtesy of the taxpayer, and when evaluating their personal conduct,
personal qualities and level of employability over the years, not to mention their
fiddling of expenses. | believe therefore that their current salary scale is more than
generous. Mr G Chadwick, member of the public

...we maintain, like the British public, that £65,738 is indeed a fair salary...we believe
that there can be absolutely no justification for IPSA to hike MPs’ salaries when it
concludes its deliberations... We believe the current level is just about right... The

TaxPayers’ Alliance

51. A smaller number stated that MPs should be paid more than currently.
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MPs' pay is too low. It should be raised to 4 times the average pay. PR Carter,
member of the public

£240,000 per year but from that they must pay their own office costs, travel
expenses, housing costs, meals etc. Clearly the figure | have mentioned may not be
enough and will need to be varied. Simon Keswick, member of the public.
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Annex C: Online Survey Responses

We conducted a public survey on our website www.parliamentarystandards.org.uk from 15

October to 7 December 2012. Free text responses are included in full and have not been

edited. Responses were anonymous and do not constitute IPSA’s views or policy.

Question 1: Please let us know if you are a member of the public, an MP or

work for an MP.

Counts and
Base % of

Respondents

Total number of
respondents: 635

| am a member of the public 608
95.7%

I am an MP 6
0.9%

| work for an MP 21
3.3%

Question 2: Do you think we should consider the pay for other jobs when

setting pay for MPs?
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Counts and
Base % of
Respondents

Total number of
respondents: 632

Yes 479
75.89%

No 132
20.9%

Don't Know 21
3.3%



http://www.parliamentarystandards.org.uk/

Question 3: Should we link MPs’ pay to a multiple of average earnings?

Counts and
Base % of

Respondents

Total number of
respondents: 618

No:

MPs' pay should not be set as a multiple of average earnings 200
32.4%

Yes:

1 times average earnings (£23,000) 151
24.4%

Yes:

2 times average earnings (£46,000) 157
25.4%

Yes:

3 times average earnings (£69,000) 94
15.2%

Yes:

4 times average earnings (£92,000) 16
2.6%

Yes:

some other multiple (free text responses):

Middle management rates which at present are about GBP 65,000 Europe wide.

NB £23,000 is considered a low wage for a London-based job. If this system was used MPs,
like many other jobs, should have a London weighting

| think that this is potentially a good idea - depends on the totality of the renumeration
package.

Should be pegged to average levels for Civil Service - G7 with no committee
responsibilities, G6 with committee responsibilities.

yes 2.5 times

in the range of 2.5 to 3.0 times avergae wage

There seems a strong argument that MPs, reflecting their constituents' experience, should
be paid is some relation to the average movement in pay, but not necessarily average pay.
Pay at a multiple of 2.5 - 2.75 average earnings seems about right to me.

Pay should be adjusted in line with the annual pay increases given to nurses, teachers and
others at the lower end of the public sector pay scale

It should be set by their constituents after their first term in office. For the first term it
should be the average wage{£23000}

MP's pay should be set at a multiple of the minimum wage, probably 5 times.

MPs receive such obscene benefits from other sources in expenses that their lifestyle is
assured even if they received no wage. They should receive a wage of a middle ranking
civil servant or a police officer. Perhaps then they would ensure fair pay for these people.
yes no more than 2.5

2.5 as an average earning

| think it should be 1.5 times the average (£34500)

2 times average earning but it should be means tested so if you are reciving alternitive
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income including from savings it should be reduced potentialy by up to 50%

Setting MPs' pay as a multiple of average earnings is far too simplistic.

Some years ago, an attempt was made to link MPs' pay with a civil service grade (then,
Senior Executive Officer, as the type of work and responsibility level were thought
approximate. That was abandoned after several years, as Civil Service pay at the time had
been frozen. MPs thereupon awarded themselves a considerable pay rise, and the link
was broken. The theory holds true, however, and a similar linkage could be established,
and this time maintained.

But there should be less MPs 9 far less) and zero expenses and those requiring London
accomodation should be put up in a State hotel as in Sweden - the room (a nice and basic
2 bed flat type place) is allocated to the constituency and whoever is the MP has right of
residence and when they lose their seat, resign, retire it passes to the next MP. None of
this second home portolio paid for by the taxpayer nonsense.

Abolish all expenses and allowances. No external emmployment. Reduce the number of
MPs to 300. Then pay them around £90000

MPs in general do not hold significant responsibility - the role of a normal MP is no more
responsible than say a senior clerk

1.5 times average earnings

2.5

Perhaps MP's should not be paid at all! If MP's were not voted for, but taken on rotation
period of 4 years, with 25% of the MP's changing each year, similar to the Jury Service
system, the MP's would be general members of the public with true independent
opinions, they would vote the way the general public would vote on issues & consider
what their neighbours would want, not what the men with the money want. Based on
this, they would stay employed and paid by their current employer, just having extended
leave for the government service. This would keep local peoples voices heard, reduce the
cost of running government, reduce the expenses of government officials, & probably
reduce unemployment!

But this should be revieiwed in terms of the whole package, including expenses

2.5 times average earnings giving around £57500 currently. This is a reasonable level and
should help MPs focus on improving the economy thereby raising average earnings and
their pay.

Based on results and made responsible for any failures.

But with no other employment allowed, i.e. full time MP!

2.5%

2.5 as we entering a totally different economic environment where salaries will be
decreasing due to the mess our government has allowed.

This question cannot be seen in isolation because basic pay does not represent all the
remuneration an MP can expect. They enjoy significant benefit from membership of the
Hosuse itself, their stauts opens up invitations to sporting, cultural and social events. Their
position gives unrivalled access to business and employment opportunities not available
to the general population. They have access to generous expenses on top of basic salary
to run an office and carry out their duties. Taken together these represent an extremely
attractive remuneration package.




The proposed link to other senior public servants, such as Head teachers, GPs, etc makes
more sense in terms of attracting and retaining experienced professionals familiar with
the public sector. | wouldn't necessarily make too many comparisons with the private
sector as the motivations are different.

5times average earnings

Each MP should have standard pay for the AREA they are in EG: suffolk £20k,and this pay
should reflect there effort in the community also and what time they spend in working
hours.

| think that MPs, as leaders of the country, should earn considerably more than the
average teacher or accountant. A salary of over £100,000 would attract more able
candidates into politics, as currently the vocation is suffering, in part, from offering a
modest pay package.

should be no more than 2 times

23,000 plus expenses plenty I'd say

stick with 2.9

Pay MP's the national minimum wage

MP's should have a salary based upon the average public sector salary across the UK.
Members of the cabinet 3.5 and the PM and Chancellor 4 times

2.5 times

This question does not appear to take into account expenses. Something the average
earner is not entitled too

They should be paid average earnings or in line with other public sector workers, why
should they be on multiples

At a time when regional pay is much in the public domain and vaunted by those in
government, | would suggest that this be the way forward for MP's. Those representing
the South West or North East for instance would earn 20% less than their colleagues in
London or the Home Counties.

They should be paid no more than the average of National earnings. Everyone works hard
many in dangerous professions many work shifts as well which shorten their lives. Lets not
exagerate what they do. Yes its important work, however not more so than many other
jobs.

Although it should be the average civil servant wage

They should also have to show that they are working hard for their constituents and if
they do not attend parliament, their pay should be decreased pro rata

MP pension should reflect the national schemes need to build it up over a long period and
should be an average similar to what is getting forced on others

| appreciate some MPs have responsible jobs but | do not consider them as vital or
important as, suggested above, a GP or SENIOR teacher. As a result it is difficult to
quantify a multiple, however their conditions are far too favourable.

Unless the MP's expenses are fully controlled then they continue to 'take home' to much
money. Money they say the country can not afford so in turn cut Police, NHS, military
The multiple should be applied to the average salary acheived in the Constituency that
elects them. This will tie their fortunes more closely to that of those they represent

2 x average is more than adequate for what should be public service. 1.5 would be more
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appropriate.

Getting the multiple right is difficult but by relating it to average earnings it links MPs pay
to that of the constituents they represent. | presume by "average" you mean "median"
gross pay for all full time employees excluding overtime?

The pay, pension and conditions of MPs' should be directly linked to those of in the public
sector/armed forces.

I think if you paid say £35000 for a basic MP (not Minister) plus reasonable expenses you
would attract genuine dedicated people from the ranks of the masses who consider being
a Politician as a vocation and not a 'gravy train'.

Question 4: Should there be different rates for MPs’ pay?
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Counts and
Base % of
Respondents

Total number of
respondents: 594

No: they should all be paid the same 463
77.9%

Yes: longer serving MPs should get more 102
17.2%

Yes: pay should be based on earnings before they entered Parliament 29
4.9%

Yes: some other basis (free text responses):

Yes, some other basis

Pay should reflect length of service, responsibilities etc and any other outside earnings
what qualifacations do they have for the post they have been given,if none less pay

| believe that MP's pay should be based on their involvement in Parliament

pay based on earnings is very unfair towards the people we should be encouraging into
politics

| would want to financially help those with lower incomes to transition to the role of MP.
MP's should be paid according to their authority, responsibilities and commitees
attended.

Second/third/fourth salaries MUST be taken in to account and deducted from MP wage
They should be paid according to the duties and work expected of them as a House of
Commons MP.

MPs should receive uniform pay, except where secondary employment dictates it be paid
pro-rata.

different rates of pay based on whether they have earnings from outside activities,




start at 2 x ave wage for first 5 year term, 2.5 x for next two 5 year terms, 3x therafter
Based on regional earnings in the area where they are MPs

They should lose some money if they receive payment for outside interests

If they get outside income, this should be offset against their MPs salary. Can't do two+
jobs well.

See reply to question 3

MPs should have sufficient income and expenses to live like normal UK residents.

MP with other responsibilities & full or part time MPs should be reflected in pay
differneces.

There should be an element of regional pay for MPs

They should be paid a flat rate to allow for transparency.

MP's should be paid for knowledge and training and NOT time served as they've stressed
for other oc

They should not be able to have outside earnings other then those which have been
previously approve

based on how long they've worked outside politics. more time outside politics = higher
pay

Same starting salary, small annula increments, ?more for committee chairmen

Only variation based on responsibilities to the house (e.g. committees etc)

Yes - should be based on whether it is being done on a full time or part time basis.
There is no basis for differential pay rates other than for regional pay rate in the NHS for
example

Pay should be means tested, those with large wealth should get less than those who
don't.

It would be totally wrong to set the salary according to previous earnings

MPs pay should vary according to experience and length of service like with any job.
The should all be paid the same and then bonused on performance

If everyone else is getting a pay freeze , Then so should Mp’s.

Long service awards were deemed not fair and removed from me when | worked in the
public sector!

Two flat rates with no expenses: one for local commuter MPs and one for others.

They should have regional pay. They should have to prove their competency to get paid
more

If an MP is a millionaire and has an outside income, then the MP should receive a small
salary.

for every £1 they earn over the pay they get from being mp it should be deducted from
mp wages

Pay should be based on performance. This would cut wages bill and make enormous
saving.

New MPs should be paid less than the going rate.

Pay should be based on responsibilities and experience

Yes - those who receive other paid income should receive less

It should be based on performance as is most of the working public's pay.
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Specific extra allowances for committee work etc might be appropriate.

Length of service is discounted in other roles by MP's, so why should it be relavent to MP's
Performance related pay, ie attendance at parliament,, what they have actually done
Size of constituency

Pay should be performance based, ie. time spent in Parliament, public surgeries, etc.
Except cabinet, chancellor and PM as per my previous answer

However | do think there should be a two year pay freeze in line with the rest of the civil
service

They should be paid based on how many votes they receive

They should be paid on the same basis as those they represent. Market value in the area
they work.

this IPSA survey is written in such a way it does not allow more robust answers.

It should be based on the civil service pay. They should be willing to lead by exampe.
Flat salary and stop the expenses abuse which has become an obscene joke which is
turning the masses

Yes: pay should be based on experience, ability, effort and performance.

The government are set in applying regional pay on public servants if that is the case MP
pay should

The ones who do work outside of being an MP should have pay reduced by the no. days
not being an MP

Just because someone is long in service it doesn't mean they work harder than someone
newer.

Outside activities should be taken into account, they cannot be devoting all their time to
MP duties

tHEY SHOULD BE PAID ACCORDING TO THE TIME ACTUALLY SPENT IN PARLIAMENT AND
CONSTITUANCY AND NO MORE

Their pay should be a mix of experience and how competent they are.

There should be a competency based incremental scale also external earnings should be
factored

The harder they work, the more they get

Based on average earnings acheived in the constituency they represent.

regionalised pay

Previous pay should have no baring. If its about money they are doing it for the wrong
reasons.

In some occupations, extra pay on the basis of time served was found to be discriminatory
Those in senior roles should have a higher rate, defence, home office, health, education
etc.

long service pay was regarded as unfair by my employer to those you had joined.

Should be performance related based on sittings, questions asked and answers and MPs
surgeries held.

Maximum of £65.738 including all other income

Performance related pay.

Long service increments have been stopped in other professions.




Question 5: Should MPs’ pay be revised each year between pay reviews?

Counts and
Base % of
Respondents

Total number of
respondents: 636

Yes 230
36.2%

No 379
59.6%

Don't know 27
4.2%

Question 6: Should IPSA reflect the public sector reforms in the MPs’ Pension
Scheme or should another model be adopted?

Counts and
Base % of
Respondents

Total number of
respondents: 635

Move to a career average basis 429

67.6%

Move to a private sector style defined contribution basis 151
23.8%

Move to a hybrid cash balance basis 13

2.5%

Don't know 42

6.6%
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Question 7: Should IPSA treat MPs as other public sector workers and

increase pay by 1% in 2013/14 and 2014/15?

Counts and
Base % of
Respondents

Total number of
respondents: 634

Yes 445
70.2%

No 180
28.4%

Don't know 9
1.4%

Question 8: How much do you agree or disagree with the proposition that

MPs should only receive resettlement payments if they lose their seat at an

election and not if they stand down voluntarily?

Counts and
Base % of

Respondents

Total number of
respondents: 635

Strongly Agree 399
62.8%

Agree 92
14.5%

Disagree 31
4.9%

Strongly Disagree 92
14.5%

Don't know 21
3.3%

Question 9: Do you have any other comments on MPs' pay and pensions?

Free text responses:
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In response to the above question , how on earth can you justify MPs receiving any kind of
redundancy payment.They already earn three time average pay and this is without taking into
consideration thousands of pounds of expenses they claim.If they lose their seat or step down
their should be no golden handshake.l would also like to kinow how much they contribute in
pension contributions towards their gold plated scheme.This figure should be set at 14%-15%.
MPs loose their seats because they are not considered to have done a good enough job whilst in
power they should not be rewarded for failing to do the job properly. Outside earning should be
taken in to account and their salary paid pro rata - for every hour they work outside
parliamentary business their MPs salry should be deducted the hourly pay. In addition ALL
additional income should be paid PAYE so there can be no tax dodging.

MPs' can not be said to do more than a middle managers job, therefore salaries should reflect
this. There is no justification for MPs' to be paid above this grade, even more so in view of the
fact it is not a full time job; and MPs rarely represent their constituents when party policy takes
precedence; MPs and indeed ministers do not bother to read the bills they vote on in
Parliament; Debates in Parliament are held on party lines and give the wrong messages to the
electorate; The Electorate do not understand or see the work of select committees, within which
many committee members are ill informed; Accountability is a word which no longer applies to
those elected to power. So why pay for more than is delivered which is minimal, with a few
exceptions who take their job seriously. As far as pension is concerned MPs' pension should be
based on the same as managers in the private sector with similar contributions from the
individual and the tax payer. To base pensions on the civil service rates is unrealistic, since civil
service pensions are unsustainable now, not to mention in the longer term. .

| think that unlike other sectors,M.P.s are the only persons that go in unqualified take on a job
i.e secatary of health for which they have had no formal training,yet their pay does not reflect
this,unlike junior doctors,nurses,soliders etc,when the cabinet has a re-shuffle they are again in
a job they have no training for,i think that if they want to be an m.p. they should do some traing
in the sector they want to have a lets say seat in parliment in,let the pay scheme show that,they
should not have other jobs but be soley responsible for their constituancy,attend council
meetings,meet with them to diccuss proplem areas,met with the police and pool together for
the area they are supposed to care about,we see them in parliment,mostly just laughing at what
is going on or worse still sleeping,i for one what a government that has studied for the job they
want to do,otherwise it is like saying to a mechanic it is ok ay to go straight into brain surgery
and you can get paid for it,would not happen there so why do we let members of parliment take
votes for us with no training,their pay should match this.Even the prime ministers. lets face it the
civil servants do all the work,the m.p.s are just the puppets rreading the scripts they have been
given,they do not care for the general public,all they want is what they can get for their 4 yrs
before a next election,which is why they take such high payed second jobs,that should be
stopped as it carries the focus away from what should be their normal days work,if they have
enough time for a second job,then they are not concentrating on the welfare of the publicin
their areas needs...

Simply - I think that it should be a condition of election that MPs should not be allowed any
other employment during the period of their service.

MP's are paid far too much in comparison to other public sector workers. Their pay and benefits
far outstrips those of other public sector workers and should be brought in line. | suggest a flat

75




76

salary of no more than £37,000 pa and the removal of all benefits, subsidies and expenses. A
Career average pension scheme should be brought in as soon as possible.

MP's and cabinet minister pay should be transparent and aligned to general public servant pay
including the police, nurses. MPs are not comparable to Local Government CEQ's or head
teachers they are more on a par with Deputy head teachers and Senior Staff Nurses.

It is too cushy a number for just being lobby fodder - it's not as if most MPs even have the
support of the majority of their electorate. All most MPs have to do is cosy up to their selection
committees - and vote as the whips tell them - it is not exactly taxing and in terms of job
comparability is probably level with being cabin crew in an aircraft (but without the safety
responsibilities).

| would not increase MPs pay by 1% in the next two years as | favour a link to average earnings. |
would expect too see an annual revision based on changes to average pay. | am disappointed
that this survey has not covered expenses and office costs - the totality of renumeration needs
to be considered to avoid any fudging and spin.

It is essential that salaries and constituent running costs be firewalled from one another to avoid
conflict. Ensure that an MP cannot benefit at all to avoid any scandal. Second home costs etc
need to be limited to interest on mortages. Any improvements need to be at the MP costs not
paid for by the system.

MPs' pay could be based on or linked to the system for Senior Civil Servants or other staff in
senior public sector roles. There could be some pay progression each year of a parliament, but
this could be agreed in advance for the 5-year period (c.f. 3-year deals elsewhere in the public
sector). It would be interesting to consider whether there could be an element of performance-
related pay - this would obviously not be straightforward but, for example, the level of
participation (in debates etc) could perhaps be one factor which could be taken into account.
They should have a reasonable pay, but the pension should reflect the amount of time they have
been an MP, and not be excessive.

It is absolutely shameful that MPs are being offered a pay rise to contribute more to their
pension and to take their pension later, when everyone else is being offered that but with a pay
CUT or FREEZE. The role of an MP is full time, any member who undertakes second/third/fourth
jobs should have their wage reduced by e.g. 20%/30%/40% for each subsequent wage. If an MP
does undertake other work, then their MP wage should be part-time pro-rata. | am fed up of MP
scandals, pensions, wages, expences and it is absolutely wrong to say "we must pay x amount to
attract a certain type of candidate", when the same is not true in the rest of the public sector. |
am currently unemployed. The law says | can survive on £70 a week Job Seekers Allowance. | get
no other benefits. If the law says that is a good enough amount of money for me, then why not
MPs too.

Should increase the number of years service to obtain full pension ( it is 40 years in NHS why not
the same for MP's?). Significant restrictions should be placed on outside earned income whilst
serving because it is supposed to be a full time job requiring long hours.Perhaps note should be
made of attendance because a significant minority of MP's take the salary but have poor
attendance ( consider a performance related element).

MPs have enjoyed gold plated pensions, over generous redundancy payments and other perks,
that the rest of the country can only dream of. It is about time that they were introduced to the
real world and felt the same financial pain as the rest of us. | do not know of any other section,




within the public sector, that enjoys such benefits, if | was sacked because | failed in my work, |
would not be given a year's wage | would be issued with my cards and shown the door. This
continuance of MPs' cosseted perks is why they are so out of touch with the people. Their
luxurious pension scheme and generous redundancy payments which in reality is sack pay,
should be addressed and brought into the same financial world as the rest of us!

Pay and pensions, together with expenses, should be linked to the civil service. Just because they
are appointed by popularity (or popularity of their party) rather than on merit, they should not
be treated different to other government employees. This would also make them think twice
before treating civil service pay as purely a budget line to be reduced as needed.

HMRC legislation that states words to the effect "MP's are exempt from such legislation", such
as IR35, should be lifted. An MP's salary should be paid on equal tax terms to those covered by
every other employee in the country. The pay should be banded as the NHS model i.e. starting
salary £25k. Further more, it should also be paid pro-rata, in the instance that an MP spends
time working on another job, that days pay should be deducted from their salary.

MPs pay, pensions and conditions should be sustainable and affordable for taxpayers. These
variables should be subject to exactly the same rules as for other public sector workers and it
should be the norm that a pay freeze on the public sector means for MPs too; an increase in
pension contributions, a requirement to work longer and a reduced annuity should apply equally
to MPs as it does to other public sector workers. | do not believe that MPs pay, conditions or
pension arrangements should be linked to those in the private sector. This would be likely to be
more costly for taxpayers in the long term and, in any case, since MPs are public servants, they
should receive remuneration appropriate to that role. In short, they should be asked to share
the pain.

ALL Public Sector defined benefit pension schemes (whether career average or final salary
based) need to end NOW. Alternatively, such schemes need to be extended to all those in the
private sector (such as myself). The current public/private sector disparity in pension provision is
unsustainable and unfair. Until MPs take the lead on this, the whingeing Union leaders have an
easy response to calls for reform of unaffordable public sector schemes. Pay MPs MORE, but
give them defined contribution pensions to set an example to all.

| think that consideration should be given to reducing MPs pay from the public purse if they have
income from elsewhere. The job of an MP is a full-time position and therefore they should be
discourage from devoting time to other employment.

They should recieve a pension pro rata of the number of years served for e.g. 1 five year term in
office equates to 5/40 of a potential 40 yesr service. This is how armed forces pension is related.
their pension and their pay should be the same as other public sector workers e.g. nhs pay
awards. They should not be allowed to claim for any second