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REVIEW BODY ON ARMED FORCES PAY
The Review Body on Armed Forces Pay was appointed in September 1971
to advise the Prime Minister on the pay and allowances of members of Naval,

Muilitary and Air Forces of the Crown and of any women’s service adminis-
tered by the Defence Council.

The members of the Review Body are:

Sir Harold Atcherley (Chairman)!
M G Heron
Dr Ewen M‘Ewen CBE
Leif Mills
Dame Rosemary Murray DBE JP
Sir John Read
J R Sargent
Air Chief Marshal Sir Ruthven Wade KCB DFC
The Secretariat is provided by the Office of Manpower Economics.

Baroness Sharples left the Review Body in June 1981 and was unable to take
part in the later stages of this review.

M G Heron was appointed to the Review Body by the Prime Minister in
April 1981.

! Also a member of the Review Body on Top Salaries.
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SERVICE MEDICAL AND DENTAL OFFICERS

Introduction

1. Service medical and dental officers are dealt with separately from the
generality of members of the armed forces, covered by our main report, as
their pay is related to the remuneration of general medical practitioners
(GMPs) in the National Health Service (NHS). Consequently, we have to
await the Government’s decisions on the recommendations of the Review
Body on Doctors’ and Dentists’ Remuneration (DDRB) for general medical
practitioners before we can consider in detail the pay of Service medical and
dental officers.

2. This year, the Government has decided not to implement in full the
DDRB’s recommendations. Instead, it has announced that increases for NHS
doctors and dentists will be made within an overall average of 6 per cent.
Following consultation with the medical and dental professions, revised rates
of payment have now been introduced for GMPs in the NHS to conform
with this decision, with effect from 1 April 1981.

3. The Government’s decision has implications for our consideration of
medical and dental remuneration in the armed forces. We have had to consider
whether to base our recommendations on the resultant reduced salary levels,
against the background of the Government’s commitment—which applied
equally to our main recommendations this year—to maintain the pay of
members of the armed forces at levels fully comparable with those of their
civilian counterparts. We take the view that our recommendations for medical
and dental officers this year must be based on the actual levels of remuneration
of GMPs that have been implemented as a result of the Government’s decision.
Our underlying objective is to maintain military salaries at levels that broadly
recognise earnings for equivalent work elsewhere, so that the Services can
recruit and retain sufficient doctors and dentists of the necessary calibre. To
meet this objective, it is necessary to have regard to the actual levels of earnings
in the comparator area not to levels that might have applied had circumstances
been different.

4. We recognise that there have been occasions in the recent past when,
by analogy with the treatment of combatant officers, medical and dental
officers in the armed forces have received preferential treatment compared
with the GMP in the NHS. However, these cases arose largely as a result
of the way in which the introduction of fully up to date rates was phased
under the pay restraint measures then in operation, and we do not see them
as offering a precedent now. The fully up to date NHS rates indicated by
the DDRB had on those occasions been accepted by the Government as being
appropriate in principle, and the effect of the Government’s decisions was
that medical and dental officers in the armed forces received their fully up
to date rates of pay at an earlier stage than GMPs in the NHS: the point
at issue was only the timing of their implementation. The situation now is
different as there is no commitment by the Government to implement in full
the latest DDRB recommendations. Accordingly, it is the actual levels of
payment of the GMP in the NHS, as affected by the Government’s decision,



which forms the basis for our judgment of the levels of military salary appro-
priate to Service medical and dental officers at 1 April 1981.

5. Concern has been expressed to us that medical and dental officers should
not be treated less favourably this year than their combatant colleagues. We
see a distinction between the treatment by Government of our recommenda-
tions, under the terms of its general commitment on armed forces pay, and
the part played by NHS levels of remuneration as a primary factor that we
take into account in reaching those recommendations. The level of remune-
ration of the NHS general medical practitioner is an important element in
our judgment and should be viewed as the counterpart in the medical and
dental context of the evidence we obtain on ‘outside’ levels of remuneration
when framing recommendations on military salaries for other members of the
armed forces. In both cases the purpose of comparisons is to provide informa-
tion on current actual levels of remuneration, as part of the total evidence that
we take into account. In basing our recommendations this year on actual
levels of remuneration in the comparator group we have treated medical and
dental officers in the same way as their combatant colleagues—although
clearly the different bases of comparison involved may lead to different levels
of increase in salary (as has often been the case in the past).

6. There are a number of other general considerations that we have to take
into account when determining an appropriate salary structure for Service
medical and dental officers. They include the level of the X factor that is
appropriate in this context; the adjustment to be made for pension purposes
and for the comparative value of any other elements within the total remune-
ration package; and relevant structural considerations. We have also consid-
ered a proposal for the introduction of a new form of additional pay (a trainer
allowance) that has a bearing on the elements in GMP remuneration that
we take into account. In exercising judgment on these issues we must above
all have regard to the ability of the Services to attract and retain sufficient
suitably qualified doctors and dentists and we look first at the latest manning
position in some detail.

General considerations

The manning situation

7. We have received detailed information on the manning of the medical
and dental branches of the armed forces for the year up to 31 March 1981.
This is set out in Appendix 1, which includes comparative information for
earlier years. The position overall for dental officers continues to be satisfac-
tory : the main manning difficulties remain in the medical branches. However,
the general improvement in manning that began to develop in the previous
year has been maintained. The total number of medical and dental officers
has increased although the position varies in the individual Services. There
are still significant shortfalls of medical officers from establishment. These
are less than in recent years, although direct comparison is complicated by
regular changes in the establishment levels and the small numbers involved
can exaggerate the effect. To a limited extent, also, the effects of shortfalls
in uniformed manpower are mitigated by the practice of employing civilian
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doctors in areas of particular shortage. Nonetheless, as we noted last year,!
it will take some time to make good the serious shortfalls that occurred during
the period when pay in the armed forces was not kept fully up to date, and
when many of the more experienced Service doctors and dentists were leaving
to take up more lucrative posts elsewhere.

8. A lasting improvement in manning can be achieved only through a com-
bination of better recruitment and retention. The latest manning information,
while needing to be interpreted with caution, offers encouraging indications
in this respect. The number of Pre-Registration Medical Practitioners and
medical cadets in the armed forces is higher in each Service than at the end
of the previous year and, although only the Army were able to meet their
target in full, there has been marked improvement in recruitment from all
sources. Most significantly, this has had the effect that the number of medical
officers joining the armed forces during the year (151) significantly exceeded
the numbers leaving (93). This continues the trend that began to develop
last year and is in contrast to the tendency of recent years for the numbers
leaving to have been well in excess of those joining. The improvement in the
proportion of short service commission officers converting to a permanent
commission to which we referred last year has also been maintained, and
we take this as another hopeful sign of an improvement in the overall manning
position. However, there is no room for complacency: these improvements
are occurring against a recessionary background which might be affecting
the willingness of individuals to change employment, particularly at more
junior levels. Moreover, there are still serious manning difficulties as a result
of the shortages that have developed in recent years, particularly in those
areas where specialist skills are required, and the Services still find it difficult
to retain some of their most experienced and highly qualified specialist staff.
It is against this background that we now discuss the issues affecting medical
and dental officers’ pay in more detail.

The elements within remuneration

9. The military salaries of medical and dental officers are related to the
average net remuneration of the GMP in the NHS—that is, the average level
of remuneration for all GMPs working in the NHS which the range of fees
and allowances covered by DDRB recommendations is intended to produce,
after allowing for practice expenses. Last year we extended the range of earn-
ings taken into account for the purposes of comparison by including average
earnings of GMPs in the NHS from contraceptive service fees, hospital work
and other official sources that were not included in the DDRB’s assessment
of average net remuneration. As a result of the Government’s decision on
this year’s recommendations by the DDRB, it is estimated that general medical
practitioners will receive, on average, an income of £18,435 from these sour-
ces—some £17,970 from average net remuneration (which now incorporates
contraceptive service fees) and £465 from the other NHS and official sources
that we included in our assessment last year. These figures provide the starting
point for our remuneration comparisons.

! Review Body on Armed Forces Pay, Supplement to Ninth Report 1980, Cmnd. 7956, July
1980 (paragraph 9).



10. In discussion with serving officers in the course of visits in the last year,
the suggestion was made that certain other elements within GMP remune-
ration should form part of the earnings comparison. The BMA have also
covered this point in their evidence for this review. They contend that these
items relate to other services provided for NHS patients, over and above
the additional items we included last year, for which the GMP receives addi-
tional remuneration but which we have not taken into account in comparing
earnings. These include charges levied on NHS patients for immunisation
or for the provision of sickness certificates in some circumstances; and the
potential additional income of those GMPs who engage in part-time occupa-
tional health work as occupational physicians, particularly since the introduc-
tion of the Health and Safety at Work Act. It has been suggested to us that
the failure to take income from such sources fully into account widens the
differences in pay between Service medical officers and general medical practi-
tioners, and means that earnings comparisons are not being properly applied.
We recognise that, if military salaries for medical and dental officers are to
be competitive, it is important that all relevant remuneration of GMPs in
the NHS is taken into account. It was for this reason that we included last
year! the average income from those payments from NHS and official sources
which, although not forming part of average net remuneration in the strict
sense in which this is defined by the DDRB, were nonetheless quantified separ-
ately in that Review Body’s reports. The difficulty with the additional items
now identified is that there is no equivalent authoritative and up-to-date indi-
cation of how significant a part they form of the average earnings of GMPs.

11. Because of the difficulty of assessment, it has been suggested that, instead
of basing our remuneration comparisons on the average level of earnings
of GMPs, we should adopt a higher point in the earnings distribution. It
has been put to us that this would also serve to overcome another criticism—
that we are wrong to base our comparisons on the average remuneration
of GMPs in the NHS because the average will be depressed by those who,
although employed in the NHS, are not engaged fully or on a whole time
basis in NHS practice.

12. We have indicated in the past the objections to abandoning a system
of earnings comparison based on the average level of earnings in the compara-
tor group.2 Quite apart from the lack of firm and authoritative information
on the overall distribution of earnings, such a course would run counter to
the general approach that we adopt when assessing military salaries elsewhere
in the armed forces. There is also the practical difficulty that, although Inland
Revenue statistics provide some indication of the distribution of earnings of
GMPs, they are retrospective and include income derived from private practice
(in the sense of primary health care) which, as we have explained before,
we do not consider to be appropriate in this context.

! Review Body on Armed Forces Pay, Supplement to Ninth Report 1980, Cmnd. 7956, July
1980 (paragraphs 13-15).
2 ibid (paragraph 12).



13. Nonetheless, we accept that the present approach undervalues the full
range of income available to GMPs from NHS sources (for example, by ignor-
ing items of service for which NHS patients are increasingly being charged
by their GMP) and that average income from NHS sources will tend to be
depressed by those GMPs who, for one reason or another, do not devote
themselves whole time to NHS patients (and with whom Service medical and
dental officers should not be compared). Accordingly, we have taken account
of the full range of potential income obtained by the GMP in respect of
NHS patients, on the basis of such information as is available on the make-up
and distribution of the total earnings of GMPs. We have made some allowance
for these considerations in judging the level of comparator earnings we should
take into account as the basis for our recommendations.

14. The problems of assessing the appropriate range and composition of
earnings to take into account for the purposes of comparison have served
to highlight the shortcomings of using the earnings of GMPs as the basis
of the structure from Captain to Colonel.! We looked at this question in
some detail last year? when we concluded that, for the time being at least,
the earnings of the general medical practitioner continued to provide the most
appropriate single standard for this purpose. However, we still see some diffi-
culties in this approach-—which we intend to examine further—as the potential
range of earnings involved is very wide given that it is based on the payment
of fees and allowances for the provision of specific services, the incidence
and nature of which can vary considerably from practice to practice and
between areas. It also needs to be borne in mind, when seeking to set levels
of earnings that are broadly comparable, that the GMP is self-employed
for tax purposes whereas Service medical and dental officers are subject to
PAYE. This difference in tax treatment complicates direct comparisons
between the groups (paragraph 25).

15. The existing approach produces one other major difficulty—the need to
relate a pay structure for medical and dental officers to the armed forces
rank structure. At present, this is achieved by basing military salaries on the
principle that, over a 32-year career from Captain to Colonel and before
addition of the X factor, the average annual earnings of a Service doctor
or dentist will equal the level of remuneration of general medical practitioners
in the NHS that is adopted for the purposes of comparison. We noted last
year? the difficulty of reconciling the pattern of career earnings for the NHS
GMP—which tend to reach a high plateau at a relatively early stage—with
that required by the progressive rank-related pay system in the armed forces.
We invited the Ministry of Defence to reconsider the merits of the direct
link between rank and pay in the medical and dental context. Having done
so, they have reaffirmed their view that the management arguments in favour
of the current arrangements outweigh other considerations which might sup-
port the separation of pay from rank. Nonetheless, there remains the serious

! References to Army ranks relate also to equivalent ranks in the other Services, where the
context allows.

2 Review Body on Armed Forces Pay, Supplement to Ninth Report 1980, Cmnd. 7956, July
1980 (paragraphs 7~15).

3 ibid (paragraph 6).



problem of reconciling the pay profile of the NHS general medical practitioner
with the structure necessary to fit the rank pattern and progression seen as
essential by management. We intend to look again at whether some other
approach to earnings comparison might prove more appropriate within a
rank-related framework.

The X factor

16. 1In the course of the last review, we modified the X factor for Service
medical and dental officers by embodying within their military salaries the
same level of X factor (10 per cent) as is paid to combatant officers. This
increase of 33 percentage points had the effect of building into medical and
dental officers’ remuneration an element of payment for work in unsocial
hours that had first been brought into combatant officers’ salaries in 1974,
under the terms of the Pay Code in operation at the time. For the reasons
we outlined last year, the change necessitated an adjustment to allow for
any equivalent payments for work in unsocial hours that might be built into
comparator earnings. This approach, which applies equally to combatant
officers, seeks to avoid the possibility of double counting: the average net
remuneration of the GMP in the NHS, which provides in this context the
basis for pay comparisons, includes an amount for the provision of out of
hours services and some part of this had to be excluded from the remuneration
comparison.

17. Various payments for out of hours responsibilities are made to GMPs:
a supplementary practice allowance; a supplementary capitation fee for each
patient in excess of 1,000 on a list; and a fee for each visit requested and
made between 11.00 pm and 7.00 am. Within these various payments (averag-
ing some £1,700 in the current year) it is not possible to distinguish precisely
between the element that represents payment for work actually undertaken
in unsocial hours (although night visit fees clearly fall into this category)
and that designed to compensate for the commitment to undertake such work.
As was the case last year, we have applied our judgment in making an appro-
priate adjustment to comparator earnings for this purpose: we are satisfied
that it is sufficient to avoid double counting in respect of payment for work
in unsocial hours.

Adjustment for pension bepefits

18. As part of the process of comparing total remuneration, it is necessary
to assess the relative value of pension benefits. The terms of the evaluation
available to us last year—based only on a whole career comparison—did not
permit us to assess the relative benefit arising from the provision for medical
and dental officers in the armed forces to retire at a comparatively early age
with an immediate pension. Bearing in mind also that the Government Actu-
ary was undertaking this year (for the first time) a comparative evaluation
of the pension benefits applying to the generality of members of the armed
forces and those of their comparators elsewhere, we commissioned for this
review a comparative evaluation, by the Government Actuary, of the superan-
nuation benefits available to medical and dental officers in the armed forces
and those available to GMPs in the NHS: his report is at Appendix 2.



19. The Government Actuary’s evaluation assumes three notional careers
as a basis for comparison. One envisages retirement at the earliest point in
an armed forces career at which medical and dental officers can retire with
an immediate pension: this helps to provide a basis for assessing the value
of the early retirement provisions of the armed forces scheme. The other spe-
cimen careers illustrate the value of the pensions arrangements to those medi-
cal and dental officers who stay on to pursue a full career in the armed forces.

20. In some important respects, the evaluation of medical and dental officers’
pension arrangements presents fewer problems than that undertaken for other
members of the armed forces. There is only one pay comparator—the GMP
in the NHS—and this comparator is subject to broadly similar pension ar-
rangements, including the provisions for inflation-proofing of any accrued
benefits. Furthermore, because of the facility enabling a GMP to leave the
NHS without any loss of accrued benefits, the Government Actuary was able
to compare directly the armed forces career with a civilian career up to the
same age. Any further superannuation benefits attaching to service in the
NHS following an armed forces career are similar to those attaching to the
comparable period of service of the GMP with a full working life in the
NHS; and such benefits may be left out of the comparison. This position
contrasts with that in the evaluation of the pensions arrangements for the
generality of members of the armed forces' where the provisions for those
who retire early from comparator schemes are less generous than those apply-
ing under the armed forces (or NHS) scheme, particularly with regard to
the inflation-proofing of any accrued benefits. As a general rule, those com-
parator schemes are not designed to allow for early withdrawal and the value
of accrued benefits is not preserved; it was not appropriate, therefore, to
evaluate the superannuation benefits attaching to equivalent periods of
employment—as this would not have compared like with like. Consequently,
in order to identify the value of all the benefits associated with armed forces
arrangements, it was necessary to undertake a full career comparison—includ-
ing any benefits earned during a ‘second career’ in comparator employment
by retired servicemen.

21. The Government Actuary has indicated a potential range of adjustment
to comparator pay of 59 per cent to 17-7 per cent to allow for the balance
of benefit in favour of medical and dental officers. These figures take account
of the 6 per cent contribution made by GMPs in the NHS for their pension
benefits (the armed forces scheme is non-contributory) and reflect the benefit
associated with early pensionability under the armed forces scheme, including
inflation-proofing from age 55. The precise adjustment to be made depends
upon the extent to which early pensionability is deemed to confer a benefit
on medical and dental officers or to represent a compensation for career dis-
ruption. Similar considerations applied in this regard to the evaluation for
other members of the armed forces and, as for them, we take the view that
early pensionability can be considered to confer a benefit on those who volun-
teer to leave the armed forces early with an immediate pension. As a guide

! Review Body on Armed Forces Pay, Tenth Report 1981, Cmnd. 8241, May 1981 (paragraphs
12-18 and Appendix 1).



to judgment, we have obtained information from the Ministry of Defence
on the numbers falling into this category in recent years and their ages on
leaving, enabling an interpolation to be made within the range indicated by
the Government Actuary: on this basis we consider it appropriate to deduct
10 per cent from comparator pay for pension purposes.

22. We view this as a reasonable adjustment in recognition of those benefits
available to medical and dental officers in the armed forces—essentially the
provisions for early pensionability—that exceed the benefits available to
GMPs in the NHS. It allows for the GMP’s contribution rate (6 per cent)
and for the effect on the Government Actuary’s calculations of the differences
between the increases in the military salaries for combatant officers resulting
from implementation of the recommendations in our main report and those
recommended in this supplement for medical and dental officers. The Govern-
ment Actuary draws attention to this factor in paragraph 13 of his report
(Appendix 2).

23. There is one sense, however, in which Service medical and dental officers
are at a disadvantage compared to GMPs. Their pensions are based on the
(lower) pensionable pay of a combatant officer of equivalent rank, rather
than on their actual earnings as medical or dental officers. The Government
Actuary has taken account of this feature of the arrangements in his evaluation
(it reduces the value of the benefits associated with early pensionability in
the armed forces), but we consider that the Ministry of Defence should exa-
mine whether it should be maintained. We know from our visits to Service
units that it is a source of some resentment among serving medical and dental
officers, for reasons which we can well understand. This is especially evident
among those with more experience and longer service and may contribute
to individual judgments about whether to stay in the armed forces for a full
career, or to leave early and take up a post in NHS practice so that the
pension benefit earned during the latter part of a career may be assessed
on a higher salary base. Any change to this effect would increase the value
of the pensions package which we would need to take into account in compar-
ing remuneration.

24. As with the pensions evaluation for combatant officers, the Government
Actuary has indicated in his report the effect on his calculations of adopting
different underlying economic assumptions, in line with the upper and lower
limits suggested by the Scott Inquiry.! We have not formed any judgment
on this point in advance of the results of the Government’s consideration
of the Scott report.

Fringe benefits

25. We also need to take account of the relative value of any fringe benefits
available to Service medical and dental officers compared with those available
to GMPs in the NHS. GMPs are self-employed independent contractors
within the NHS. Their income from the NHS is composed of allowances
and fees (which, where appropriate, include an element of reimbursement

! Inquiry into the Value of Pensions, Cmnd. §147, February 1981.



of expenses) together with direct payments for certain costs actually incurred
in their practices. By definition, therefore, GMPs receive no fringe benefits
in the sense of non-cash benefits supplied by the employer. The argument
has been put to us on visits that GMPs derive a benefit from the fact that
their self-employed status enables them to claim tax remission on certain busi-
ness expenses. For example, if a GMP buys a car for use in his practice,
he can depreciate its value at 25 per cent a year and set the sum depreciated
against tax along with any interest charges on borrowed capital. Running
costs can also be set against tax. However, the amounts which can be set
against tax are those parts of capital and running costs incurred which are
attributable to business use, the proportion of such use being agreed with
the Inland Revenue. GMPs have to finance their private motoring, therefore,
out of their own resources in the same way as Service medical officers. This
applies equally to other expenses for which tax remission costs can be claimed
on the proportion agreed for business use. It seems to us, therefore, that
the arguments advanced are not conclusive, and that GMPs do not in general
receive any comparative advantage from their self-employed tax status that
it would be appropriate for us to take into account.

26. On the other hand, Service medical and dental officers, in common with
other officers in the armed forces, receive a number of benefits over and above
the military salary. We gave an indication of the range of benefits involved
in our main report.! But we also drew attention to difficulties in assessing
and quantifying fringe benefits that we considered needed further examination
before a judgment could be reached on where any balance of advantage might
lie. Against this background, we have made no adjustment this year for any
balance of advantage deriving from fringe benefits available to medical and
dental officers. We may need to return to this issue in a subsequent review
in the light of further examination of the issues involved.

Structural considerations

27. We have already described in general terms (paragraph 15) how the mili-
tary salaries of medical and dental officers are related to the level of remune-
ration of the GMP for the purposes of earnings comparisons and structured
to reflect the progressive pattern necessary in the context of the military rank
structure. This provides an overall framework within which we must exercise
our judgment about appropriate rates of pay.

28. We have given further consideration this year to a question affecting
one particular part of the overall structure. This concerns the pay relativities
between Captain and Major in the medical and dental branches, which raises
the question of the appropriate pay relationships between junior officers who
serve on a short service commission, and those who hold a permanent commis-
sion. We explained the underlying difficulties in detail in the Supplement to
our Ninth Report.2 Virtually all medical and dental officers in the armed
forces are now recruited initially on a short service commission of five years

! Review Body on Armed Forces Pay, Tenth Report 1981, Cmnd. 8241, May 1981 (paragraphs
19-22).

2 Review Body on Armed Forces Pay, Supplement to Ninth Report 1980, Cmnd. 7956, July
1980 (paragraphs 25-31).



(although a limited extension to the period of the commission is possible,
in certain circumstances). Medical and dental officers who leave the armed
forces at the end of a short service commission are eligible for a tax free
gratuity based on the retired pay of a combatant Major. However, a significant
proportion of short service commission officers need to be retained in the
armed forces for a longer period, by converting to a permanent commission
either during or at the end of their short service commission. To provide
an inducement to conversion a permanent commission grant is offered (at
present £3,000, subject to tax). We drew attention last year to the potential
conflict of policy inherent in these arrangements. The short service gratuity
is paid under the terms of the Services Pensions Codes and is therefore outside
our terms of reference. It is intended to make the prospect of a short service
commission attractive to recruits but is much more valuable than the per-
manent commission grant. Consequently, it must to some extent undermine
the value of the permanent commission grant as an inducement to retention.
Both the Ministry of Defence and the BMA have consistently argued that
we should increase the level of the permanent commission grant to make
it more competitive with the short service gratuity. The Ministry of Defence
consider that a permanent commission grant of £6,000 would be appropriate
(double the existing level, set in 1975). ‘

29. We said last year! that we would be reluctant to increase the level of
the permanent commission grant, as we were not convinced that it would
be appropriate to perpetuate this competition between payments, particularly
as we had no direct influence on the level of the short service gratuity. We
concluded that it would not be appropriate to increase the permanent commis-
sion grant: instead, we retained the grant at its existing level and revised
the pay structure to provide a significant increment between the ‘on appoint-
ment’ and ‘after 2 years’ points in the Major scale. We considered that such
an increment, when combined with the permanent commission grant, should
offer an attractive prospect to those interested in a permanent commission
in the medical and dental branches, notwithstanding the attraction of the
short service gratuity. The incremental point selected was judged to be the
most appropriate as it was the earliest point at which a reward for converting
to a permanent commission could be offered from which officers on a short
service commission would not normally benefit because, in most cases, they
could not complete sufficient service: and we saw the point selected as being
sufficiently close to the point at which individuals were likely to be taking
decisions about whether or not to convert to a permanent commission to
offer a worthwhile incentive. We also urged the Ministry of Defence and
the Civil Service Department to examine the reasons for a change in policy
that had taken effect in 1978 whereby the relative value of the short service
gratuity for medical and dental officers had been increased by linking it in
all cases to the retired pay of a combatant Major (irrespective of the rank
attained by an individual at the end of a short service commission). This
compounded the difficulties of providing a realistic incentive to retention at
the end of a short service commission, and we questioned whether it was

! Review Body on Armed Forces Pay, Supplement to Ninth Report 1980, Cmnd. 7956, July
1980 (paragraph 29).
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right that short service commission medical and dental officers, who by defini-
tion had not entered into a long term commitment to the armed forces, should
in most cases be able to reach the rank of Major during their commission
and in all cases have their gratuity linked to the retired pay of a combatant
Major.

30. The Ministry of Defence take the view that short service commissions
fulfil an important management function in enabling the numbers taken on
permanent commission to be controlled, and it has been the normal practice
for some time to recruit medical and dental officers on short service commis-
sions initially so that their suitability for a longer career in the armed forces
can be judged. The availability of short service commissions is also considered
to be vital if recruitment is to be maintained, as it is held that young doctors
and dentists would not be prepared to commit themselves at the outset to
a longer period of engagement in the armed forces: in this sense, the gratuity
paid at the end of a short service commission is viewed as a necessary aid
to recruitment. The Ministry of Defence have advanced a number of argu-
ments to explain why the short service gratuity for medical and dental officers
is linked to the retired pay of a Major, whereas that for other short service
commission officers is linked to the retired pay of a Captain. They point
out that medical and dental officers have traditionally had an advantage over
other officers in terms of both gratuity and promotion arrangements; and
have commented that the relative improvement in the short service gratuity
that was introduced in 1978 was designed simply to restore this position.
The advantages enjoyed by short service medical and dental officers are seen
as a reasonable recognition of the fact that they are relatively older on recruit-
ment than their combatant equivalents (because of the duration of prior medi-
cal training) and as a means of attracting sufficient recruits with the necessary
professional qualifications. The Ministry of Defence accordingly wish to retain
the present arrangements for the recruitment and employment of young medi-
cal and dental officers, and see the short service gratuity and the permanent
commission grant as being complementary aids to manning rather than in
competition with one another.

31. While acknowledging the management arguments, we continue to have
doubts on a number of points. We find it difficult to accept that, in practice,
the short service gratuity and permanent commission grant are complementary
and not in competition. They are available to young officers at about the
same career point: the short service gratuity offers an incentive to leave the
armed forces to those who, as a general rule, have skills that can be readily
transferred to civil life, and the permanent commission grant seeks to persuade
them to stay on in the armed forces. To this extent, they are pulling in different
directions and we remain reluctant to increase the permanent commission
grant simply to set it at a more competitive level in relation to the short
service gratuity (even though from one point of view the gratuity may be
regarded as representing compensation for the fact that short service commis-
sions do not attract any pension entitlement). Our doubts are reinforced by
the fact that the proportion of short service commission officers converting
to a permanent commission is now much higher than in the recent past.

11



Against this background, the case for a substantial increase in the cash incen-
tive to conversion must be open to question. Finally, we would be reluctant
to introduce any change in this area until the Ministry of Defence have com-
pleted their review of the provision of incentives to retention in the armed
forces as a whole: it is important that the review should examine whether
those features that encourage individuals to leave the armed forces—such
as short service gratuities and the provisions for early pensionability—remain
appropriate.

32.  We conclude, therefore, that for the time being the level of the permanent
commission grant should not be increased and that we should continue to
seck to provide a sufficient incentive to conversion in the medical and dental
pay structure by combining it once again with a large increment in the pay
scale for Majors. We believe this approach will continue to offer an attractive
prospect to those interested in a permanent commission in the medical and
dental branches of the armed forces, notwithstanding the counter attractions
of the short service gratuity. We recognise that there could be a case for
placing the extended increment at a slightly earlier point in the pay structure.
It has been suggested that this would, in many cases, bring that part of the
incentive to convert nearer the point of decision. However, as we have said,
our prime concern is to ensure that as far as possible the large increment
is available only to those who elect to undertake a permanent commission
in the armed forces. Short of a radical change in the method by which junior
officers are paid, we see this as the most appropriate approach.

33. Our attention has been drawn to a side effect of the change that was
introduced last year in the pay scale for Majors, following our recommenda-
tion for an extended increment between the ‘on appointment’ and ‘after 2
years’ points in the scale. One consequence of this change was a relatively
small increase in salary at the ‘on appointment’ rate of pay for Majors, and
it has been suggested that Majors in the reserve forces have thereby been
put at a disadvantage because their pay is based on the ‘on appointment’
rate for regular officers (but with a reduced X factor), with no incremental
scale. We accept that our recommendations did lead last year to a relative
deterioration in the pay of certain reserve officers. However, this will have
had only a marginal impact on income levels (reserve officers are paid a daily
rate of pay for days spent in training or on operations) and we do not consider
this sufficient to warrant any special adjustment now, or to call for any change
in our basic approach to the provision of incentives to encourage young regu-
lar officers to convert to a permanent commission. This view is shared by
the Ministry of Defence, who have also pointed out that the pay of reserve
officers is not necessarily based on the ‘on appointment’ rate for regular
officers. Unless a medical reserve officer had previous reckonable service in
the regular forces, his first appointment would be made in the rank of Captain
and pay would be assessed at the ‘on appointment’ rate (which would be
retained until promotion to the rank of Major where the ‘on appointment’
rate would again apply). However, those with previous reckonable service
may be appointed in the rank or on the appropriate step of the pay scale
for which they are qualified. Thus, a medical officer with 7 years’ reckonable
service in the regular forces would be eligible for immediate promotion to
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Major and would receive the rate of pay applicable to 2 years’ service in
the rank of Major.

G P trainers in the armed forces

34. Inour last review! we considered a proposal for a new form of additional
pay to provide a degree of acknowledgement of the responsibilities carried
by those Service medical officers who undertook training of postgraduates
in general practice. It was pointed out to us that such training was now a
general requirement in the armed forces, as in the NHS: previously it had
applied only to those pursuing hospital specialties. An analogy was drawn
with the grant payable to GMPs in the NHS who undertake training under
the trainee practitioner scheme (which has been increased to £2,870 from 1
April 1981). We indicated last year, however, that we saw important differ-
ences between the NHS grant and the suggested allowance. The former is
intended to compensate the GMP who takes on a trainee for extra responsibi-
lity, for additional expenses (arising, for example, from the need to take on
extra anciliary staff) and for the potential loss of earnings (in a system where
remuneration is derived, in part at least, from fees and allowances for services
performed) during the periods necessarily spent with a trainee. We took the
view that it would in any event be appropriate only to compensate the Service
medical officer for any additional responsibilities involved in a training func-
tion; and we noted that general compensation existed to the extent that aver-
aged payments of the trainer grant are included in the estimate of GMPs’
remuneration upon which the military salaries of Service medical and dental
officers are based. Against this background, we saw no case for the introduc-
tion of an allowance in the form proposed.

35. The Ministry of Defence and the BMA have both asked us to re-examine
our decision in this review. They have pointed out that the Services are striving
to increase the professionalism and status of their general medical practitioners
(general duties medical officers) who form the largest group of Service medical
officers. The high reputation of the Services’ training scheme in general prac-
tice has been represented to us as an important reason why many young
doctors are attracted initially to a commission in the medical services; and
our attention has also been drawn to the fact that vocational training has
now become mandatory for all new entrants to NHS general practice, and
that the Services will therefore be obliged to continue to provide training
opportunities that are at least as good as those applying in civilian vocational
training schemes if they are to attract recruits of the requisite calibre. The
Services have also drawn attention to a continuing difficulty in attracting
sufficient numbers of experienced general duties medical officers to take on
the extra responsibility of training postgraduates. It is on these grounds that
we have been asked to reconsider the proposal.

36. As a general proposition, we judge the case for additional pay on man-
ning grounds. We are concerned that the Services appear to be having some
difficulty in attracting sufficient volunters to undertake responsibilities for

! Review Body on Armed Forces Pay, Supplement to Ninth Report 1980, Cmnd. 7956, July
1980 (paragraph 42).
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training postgraduates in general practice, and acknowledge that comparable
levels of vocational training in this respect will have to be offered if
the armed forces are to attract sufficient recruits of the right standard. In
the light of these problems, we conclude that an allowance of £600 a year
should now be introduced, as proposed by the Ministry of Defence, to be
paid to medical officers for periods during which they are engaged in the
training of postgraduates in general practice. We recommend accordingly.
This amount is significantly lower than the training grant available to GMPs
in the NHS, but we see this as a reasonable reflection of the fact that Service
medical officers do not require compensation for the potential loss of earnings
or for the additional expenses that the NHS training grant is intended in
part to recognise. As a consequence of this recommendation, the element
for trainer grant that is included within the estimate of GMP’s remuneration
upon which we base our recommendations will need to be removed. Our
recommendations allow for this.

Military salaries
Captain to Colonel

37. We recommend in Table 1 the rates of military salary that we consider
appropriate for Service medical and dental officers (Captain to Colonel) from
1 April 1981. This military salary structure is based on a 32-year career (para-
graph 15) and a figure of some £16,750 which we judge to be appropriate
in the light of all the evidence that we have taken into account and the consid-
erations that we have described. The existing rates of pay, introduced with
effect from 1 April 1980, are at Appendix 3.

Table 1

Recommended military salaries inclusive of the X factor for Service medical
and dental officers from Captain to Colonel (annual rates )

Rank Military salary
£

Colonel: after 8 years 22,028
6 years 21,696

4 years 21,360

2 years 21,024

on appointment 20,688

Lieutenant Colonel: after 8 years 20,334
6 years 19,834

4 years 19,330

2 years 18,787

on appointment 18,232

Major: after 6 years 17,681
4 years 17,129

2 years 16,575

on appointment 14,826

Captain: after 4 years 13,629
2 years 12,892

on appointment 12,154

@ Rounded to the nearest £.
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Brigadiers

38. In considering the military salary appropriate to the medical or dental
Brigadier, we need to have regard to the maximum of the scale for the medical
or dental Colonel, to the salary of the Major General and to the relationship
with the salary of the combatant Brigadier. We note that the Government
has not yet reached a decision on the salary level for Major Generals in
the medical and dental branches, as part of its consideration of this year’s
report of the Review Body on Top Salaries. We consider that a salary for
the medical and dental Brigadier of £22,450 from 1 April 1981 is appropriate,
and we recommend accordingly.

Pre-registration medical practitioners (PRMPs)

39. Pre-registration medical practitioners in the Services are newly qualified
doctors who are required to serve for one year (as the equivalent of NHS
house officers in National Health Service hospitals) before registration with
the General Medical Council. Their duties are identical to those of NHS
house officers at the same career point and they often work alongside them
.in NHS hospitals; but they receive Service pay and allowances from which the
appropriate charge for single Service accommodation is deducted. On comple-
tion of the pre-registration year, they are promoted to Captain and enter the
standard Service pay structure for medical and dental officers (Table 1). In the
light of these considerations, the salary of the PRMP in the armed forces
is based on the salary of a first year house officer in the NHS plus average
earnings at that level from Class A and B supplements. To the extent that
the average level of Class A and B supplements received by the NHS house
officer includes an element for payment for work undertaken in ‘unsocial
hours’, we have made an adjustment to avoid double counting following our
decision to increase the X factor for medical and dental officers to 10 per
cent. We have also made an adjustment for pension purposes, in line with
that for medical and dental officers, and have allowed for the fact that, unlike
PRMPs, house officers in their first year are provided with accommodation
free of charge. On the basis of these considerations, we recommend a salary
of £8,687 for PRMPs from 1 April 1981.

Cadets

40. In the second Supplement to our Eighth Report, we recommended a
three point pay scale for medical and dental cadets. Through this scale we
sought to establish appropriate relationships with the PRMP’s military salary,
which we considered to provide the most appropriate reference point with
the general military salary structure for medical and dental officers. We also
had regard to the potential earnings of civilian medical and dental undergra-
duates. The same considerations have guided our judgments this year and
we recommend that the following rates of pay for medical and dental cadets
should be introduced with effect from 1 April 1981:

£ a year
On appointment 4,750
After 1 year 5,300
After 2 years 5,850
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Medical and dental additional pay

Specialist, senior specialist and consultant pay

41. Medical and dental officers up to and including Major General or equiva-
lent are eligible for certain forms of additional pay. Those in relevant appoint-

ments are eligible for specialist, senior specialist and consultant pay. The
present rates of payment are as follows:

£ a year
Specialist 225
Senior specialist 600
Consultant (on appointment) 1,600
(after 5 years) 1,900
(after 10 years) 2,400

42. These rates of pay are intended to go some way towards levelling up
the pay of Service specialists and consultants with the remuneration for equiva-
lent appointments in the NHS. In this sense they serve a retention purpose:
as we noted last year,! the loss of such highly qualified and experienced officers
would have serious consequences for the Services’ ability both to treat patients
and to provide the postgraduate training necessary to encourage the recruit-
ment and retention of specialists. Although we view such manning arguments
as a legitimate justification for additional pay in the armed forces generally,
it must be borne in mind that the need for these particular forms of additional
pay arises because the pay of Service doctors in hospital specialties is based
on the remuneration of the general medical practitioner and not on that of
the equivalent appointments in NHS hospitals. This is one of the aspects
that we shall need to consider in our review next year of the approach to
earnings comparisons in this area (paragraph 15). For the present, however,
we have continued to base our judgments of the appropriate levels for
specialist, senior specialist and consultant pay on a comparison of the remune-
ration of NHS and Service hospital doctors of equivalent status. Again, for
the reasons we have explained, we have taken the actual level of remuneration
in the NHS that will result from the Government’s decision on the recommen-
dations of the Review Body on Doctors’ and Dentists’ Remuneration, rather
than the levels recommended by that Review Body. We have also taken
account of such factors as the level and incidence of medical additional pay;
additions to ‘basic’ remuneration of NHS hospital doctors (for example, the
distinction and meritorious service awards which form a significant addition
to the basic remuneration of those consultants who hold them); and the pen-
sions contribution made by NHS hospital doctors. On this basis, we see no
case for an increase in specialist or senior specialist pay at present: the remune-
ration of Service doctors at these levels compares well with those of equivalent
status in the NHS. However, the comparisons are less favourable at more
senior levels and we recommend that the value of consultant pay should be
increased to the following levels with effect from 1 April 1981:

£ a year
On appointment 1,700
After 5 years 2,025
After 10 years 2,550

! Review Body on Armed Forces Pay, Supplement to Ninth Report 1980, Cmnd. 7956, July
1980 (paragraph 38).
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These increases will broadly maintain the value of consultant pay relative
to medical military salaries and we consider them to be reasonable in the
light of the remuneration comparisons we have undertaken.

43, It has been put to us that the value of consultant pay should be preserved
automatically each year, in line with movements in the military salary, and
in common with other major forms of additional pay. We do not accept
this proposition. So long as the military salary of Service consultants is deter-
mined primarily by reference to the remuneration of GMPs in the NHS, our
objective must be to recommend rates of consultant pay that have regard
to the earnings of consultants in the NHS. An automatic formula is not appro-
priate for this purpose. We shall look again at the question of medical addi-
tional pay in our next review, in the light of both our further examination
of the approach to determining the pay of medical and dental officers, and
the results of the examination by the Ministry of Defence of the provision
of incentives to retention in the armed forces.

Diploma pay

44. Last year we recommended that diploma pay should be abolished. It
was an additional payment for the possession of certain qualifications for
which medical officers below the rank of Colonel were eligible if they were
not in receipt of specialist, senior specialist or consultant pay. We took the
view that the possession of a qualification in a specialist subject did not provide
sufficient justification for additional pay, particularly as the practice did
not apply in other specialist branches of the Services or in the National Health
Service, and it was on these grounds that we recommended abolition.

45. We have been asked by the BMA to consider the re-introduction of
diploma pay for any qualifications considered necessary to the efficient opera-
tion of the medical services, as distinct from those gained for personal advance-
ment. We understand that the Ministry of Defence intend to submit evidence
on this issue for the next review and we shall look at the question in more
detail in the light of that evidence. There is one point, however, that we
should clarify now. In recommending last year that diploma pay should be
abolished, we left the case for reserved rights for those already in receipt
of the payment to be considered by management. Although we have occa-
sionally made specific recommendations on this point in the past, it is a matter
that we normally regard as being for management to consider. In the case
of diploma pay, reserved rights were not introduced, and payment was with-
drawn from those receiving it. It has been suggested that the resultant instabi-
lity in pay, rather than the abolition of diploma pay as such, may have ad-
versely affected morale; but this is a matter that properly falls to management
to consider.
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Costs and conclusions
46. We estimate the additional costs! of our recommendations to be:

Military salary (all Services) £ million
Brigadier 0-044
Captain to Colonel 1-595
PRMPs 0-033
Medical and dental cadets 0-062

Medical and dental additional pay (all Services) 0-065
Total cost of increases in pay 1-799

The total cost of the increases in pay arising from our recommendations repre-
sents an increase of 70 per cent over the estimated paybill for 1981-82 at
current rates.

47. We consider the levels of salary for Service medical and dental officers
that we have recommended in this report to be appropriate for implementation
now with effect from 1 April 1981. In framing these recommendations, we
have taken account of the remuneration of general medical practitioners in
the NHS, who provide the established comparator group, having regard to
the effects on their earnings of the Government’s decisions on the recommen-
dations of the Review Body on Doctors’ and Dentists’ Remuneration. As
part of the process of comparison we have enlarged, to a limited extent, the
range of comparator earnings that we take into account to reflect the full
range of income of the NHS general medical practitioner from NHS patients
and sources. We consider this to provide a more appropriate basis for compari-
son. We have also sought to take account of other relevant elements in the
remuneration package—and this has involved, as with our main report cover-
ing combatant officers, a detailed evaluation of relative pensions benefits.
Although higher than in previous years, the adjustment that we have in conse-
quence made for pension purposes is, in our view, appropriate to take account
of the benefits associated with the armed forces pension scheme. In certain
respects, particularly the benefits associated with early pensionability, the
armed forces scheme is superior to that which applies to NHS GMPs. For
the future, we intend to look again at whether the GMP in the NHS provides
the most appropriate comparator for our purposes, given the difficulties of
reconciling the earnings pattern of the GMP with the progressive rank-related
structure which applies in the armed forces and to which management remains
committed. We have also pointed to certain problems in determining the full
range of comparator income under our present approach. We intend to look
again at these issues in our next review of medical and dental officers’ pay

! Based on the manpower strengths of the medical and dental branches of the armed forces
in 1981-82 as forecast by the Ministry of Defence for budgetary purposes. To the extent that
strengths differ in practice the costs of implementing the recommendations will also differ.
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in the light of our underlying objective to ensure that, to the extent that
pay is a relevant factor, the medical and dental branches of the armed forces
are adequately manned.

HAROLD ATCHERLEY (Chairman)
M G HErRON

EweN M‘EwEN

Lerr MILLS

ROSEMARY MURRAY

JouN READ

J R SARGENT

RUTHVEN WADE

OFFICE OF MANPOWER EcONOMICS
14 July 1981
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Table 1.3
Recruitment of medical and dental officers, 1977-78 to 1980-81

Royal Navy Army Royal Air Force
Year and
category Per cent Per cent Per cent
Target | Entry achieved Target | Entry achieved Target | Entry achieved
No. 1 No. % No. | No. % No. | No. %
Medical officers
1977-78
o I N I Y| B
e-reg s { } 333 ) :
Direct entry 3 20 8 400 4 - 0-0
Total 40 12 300 60 26 433 40 16 40-0
1978-79
Cadets 25 19 760 40 18 45-0 30 12 40-0
Pre-registration R . R
Diesontey }15 7 467 | 20 | 13 | 650 | 24 4 | 167
Total 40 26 65-0 60 31 517 54 16 29-6
1979-80
Cadets 30 22 73-3 40 25 62-5 40 14 35-0
Pre-registration 3 . 5 . — .
Direct entry }20 { 4 } 350 20 { 16 }105 0 36 { 10 } 179
Total 50 29 58:0 60 46 767 96 24 25-0
1980-81
Cadets 30 30 100-0 40 36 90-0 35 25 71-4
Pre-registration 4 . — . 1 A
Direct entry }20 { 9 } 650 2 { 28 }1400 49 { 18 } 388
Total 50 43 860 60 64 106-7 84 44 52-4
Dental officers
1977-78
Cadets 5 5 100-0 6 6 100-0 4 4 100-0
Direct entry 5 2 400 18 11 611 4 4 100-0
Total 10 7 70-0 24 17 70-8 8 8 100-0
1978-79
Cadets 5 6 120-0 10 4 40-0 10 5 50-0
Direct entry 5 3 60-0 11 7 636 6 4 66-7
Total 10 10 90-0 21 11 52:4 16 9 562
1979-80
Cadets 5 5 100-0 10 5 50-0 10 9 90-0
Direct entry 5 2 40-0 11 10 90-9 3 2 667
Total 10 7 70-0 21 15 71-4 13 11 84-6
1980-81
Cadets 5 4 80-0 8 8 100-0 4 4 100-0
Direct entry 5 6 120-0 10 6 60-0 8 8 100-0
Total 10 10 100-0 18 14 77-8 12 12 100-0

21



Table 1.4
Numbers who have left® the Services 1977-78 to 1980-81

Royal Percentage Army Percentage Royal Percentage
Navy of strength of strength Alr of strength
for that for that | Force®™® | for that
year year year
No. % No. % No. A
Medical officers
1977-78 30 10-5 41 8:1 44 10-7
1978-79 25 89 45 9:3 35 87
1979-80 27 9-7 45 92 32 80
1980-81 13 4:4 37 74 43 10-9
Dental officers'
1977-78 9 10-0 19 11-2 7 63
1978-79 8 87 17 9-9 11 10-3
1979-80 4 4:1 13 77 10 9-4
1980-81 6 59 13 7-8 7 64

@ Excluding redundancies.
(' Royal Air Force exits are controlled by quota.

) The Army figures for 1977-78 to 1979-80 have been revised: they therefore differ from the
figures included in previous Supplements.

Table 1.5
Conversions from short service to regular commissions, 1977-78 to 1980-81
Royal Navy Army Royal Air Force
No. No. No.
Medical officers
1977-78 4 8 9
1978-79 8 12 11
1979-80 31 15 16
1980-81 7 14 24
Dental officers®
1977-78 3 6 3
1978-79 3 5 4
1979-80 1 11 S
1980-81 4 2 S

@ The Army figures for 1978-79 and 1979-80 have been revised: they therefore differ from the
figures included in previous Supplements.



APPENDIX 2

REVIEW BODY ON ARMED FORCES PAY
SERVICE MEDICAL AND DENTAL OFFICERS

EVALUATION OF SUPERANNUATION BENEFITS
Report by the Government Actuary

1. In my report on the evaluation of superannuation benefits which was
published as Appendix 1 to the Tenth Report, 1981 (Cmnd. 8241) of the Review
Body on Armed Forces Pay, I compared the value of superannuation benefits
available to members of the armed forces with that of the benefits of their
comparators elsewhere. This report provides the separate advice relating to
medical and dental officers in the armed forces as mentioned in the opening
paragraph of my earlier report. In the remainder of this report, my earlier
report is referred to as “my principal report”.

2. I have been asked to compare the value of the superannuation benefits
available to medical and dental officers under the Armed Forces Pension
Scheme with that of the benefits available to general medical practitioners
under the National Health Service Superannuation Scheme. The main provi-
sions of the Armed Forces Pension Scheme have been summarised in Annex
1 to my principal report; and the main provisions of the National Health
Service Superannuation Scheme, as they apply to doctors and dentists, have
been summarised in Annex | to my report constituting Appendix D to the
1981 Report of the Review Body on Doctors’ and Dentists’ Remuneration
(Cmnd. 8239). For the purposes of this comparison [ have been asked to
consider the following three theoretical careers for medical and dental officers:

Career A: An officer commissioned at age 25 who progresses through the

military medical scale in 32 years retiring as a Colonel at age
57.

Career B: As for Career A except that the officer remains in ‘post for
a further 2 years thereby obtaining a maximum pension after
34 years’ service retiring as a Colonel at age 59.

Career C: An officer commissioned at age 25 who retires as a Lieutenant
Colonel at age 41 after having served 16 years—the minimum
required for entitlement to an immediate pension based on the
pension entitlement of a combatant officer of equivalent rank.

I have been asked further to assume that the comparable civilian general
medical practitioner has the theoretical career of retiring after earning the
average net remuneration that the Doctors and Dentists Review Body recom-
mendations were designed to produce i.e. £16,290 per annum from April 1980
plus income from other superannuable NHS and official sources of £1,160
per annum (from April 1980).

3. In Section 3 of my principal report I discussed the nature of the compari-
son made when comparing the superannuation benefits available to members
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of the armed forces with those of their comparators elsewhere. Because the
Armed Forces Pension Scheme is designed to provide benefits at an early
age after a career covering only part of the working lifetime of the individual,
it was considered inappropriate to compare the superannuation benefits accru-
ing during an average armed forces career with those accruing during the
much longer average career in comparator employment. Instead, the benefits
accruing over a whole working life were allowed for; on the one hand those
arising from a career in the armed forces followed by some civilian employ-
ment after retirement from the armed forces, and on the other hand those
arising from a wholly civilian career. An alternative approach, viz., that of
comparing the superannuation benefits accruing during a career in the armed
forces with those accruing over the same period in comparator employment,
was not pursued because most of the comparator pension schemes are not
designed with significant retirement at these relatively young ages in mind;
accrued benefits are not only related to the salary at the time of such premature
retirement but they are deferred to the normal retirement age of 60 or 65
in most cases, and often with no protection against inflation. In the case
of Service medical and dental officers, however, this objection does not arise
because there is only one comparator, namely the general medical practitioner
covered by the NHS Superannuation Scheme, and he can leave this scheme
at relatively young ages with preserved pension rights which are protected
against inflation under the Pensions (Increase) Acts. Thus for Service medical
and dental officers the comparison made is between :

(i) the value of the Armed Forces Pension Scheme benefits accruing to
a medical or dental officer during a career in the armed forces; and

(ii) the value of the National Health Service Superannuation Scheme bene-
fits accruing to a general medical practitioner during the same period
in the National Health Service.

The effect of alternative comparisons is discussed in paragraph 15.

4. Another way of looking at this is to say that a medical officer who retires
early from the armed forces is likely to spend the rest of his working life
in civilian medical posts which will carry pension rights as good as he would
have obtained at that age if he had had a wholly civilian medical career.
To the extent that this is true, a comparison between the value of the superan-
nuation benefits accruing during the later part of the working life to someone
who had a Service medical career and the corresponding value for someone
who had a wholly civilian career would show that they were not dissimilar;
thus they would cancel out in the comparison. On this basis the part of life
after a medical officer has retired from the armed forces can be left out of
account in the comparisons and we need only consider the value of the super-
annuation benefits accruing during the period spent in the armed forces and
during the equivalent period for general medical practitioners.

5. 1In each case the value of the superannuation benefits is expressed as the
contribution rate (as a level percentage of pay) required to provide those
benefits. The underlying actuarial assumptions regarding the yield on invest-
ments and the rates of increase in prices and earnings are identical to those
stated in paragraph 4.2 of my principal report. Thus I have assumed that,
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over the long term, the yields on investments (including capital appreciation
as well as interest) will on average exceed increases in the general level of
earnings by | per cent per annum and increases in prices by 24 per cent
per annum; and that the rate of increase in prices will average 7 per cent
per annum. For the rest of the basis for the calculations (such as mortality
before and after retirement), the assumptions have been based on the exper-
ience of general medical practitioners as shown by NHS Scheme data, such
data being far more extensive than the data on Service medical and dental
officers.

6. Table 1 shows the value of the Armed Forces Pension Scheme benefits
to medical and dental officers on each of the three specimen careers described
in paragraph 2. As in my principal report, the figures shown are on the two
extreme approaches of (i) allowing fully for all benefits payable from the
Armed Forces Pension Scheme and (ii) excluding that part of the pension
(other than invaliding pension) payable over the period to age 60.

Table 1

Value of the superannuation benefits of the
Armed Forces Pension Scheme to medical and dental officers

Percentage of armed forces pay

Career A Career B Career C
(Retirement (Retirement (Retirement
age 57) age 59) age 41)

(i) Allowing fully for all benefits payable

from the Armed Forces Pension

Scheme 243 22:6 31-0
(ii) Excluding that part of the pension

(other than invaliding pension) payable

over the period to age 60 213 216 16-6

7. Inmy principal report (paragraph 4.5), officers retiring with an immediate
pension (other than an invaliding pension) were assumed to do so at an average
age of about 461, i.e. after 244 years’ service. The value of their superannuation
benefits (from paragraph 5.3) was estimated at 34-1 per cent of pay (allowing
fully for all benefits) or 23+8 per cent of pay (excluding that part of the pension
payable over the period to age 60). For all three specimen careers the value
of benefits shown in Table | is lower than the corresponding figures of 34-1
per cent and 238 per cent. The main reason for this is that although medical
and dental officers have a higher level of salary than combatant officers of
the same rank, their superannuation benefits are calculated on the same rate
of pay as for other officers and are thus lower when expressed as a proportion
of salary. It should be noted that if the present relationship between pension-
able pay and actual pay is disturbed by different awards, as a result of the
current Review, to combatant officers on the one hand and to medical and
dental officers on the other, then the value of superannuation benefits (as
a percentage of pay) would be changed from the figures given above. This
possible effect is discussed in paragraph 13.
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8. Table 2 shows the value to general medical practitioners of the National
Health Service Superannuation Scheme benefits accruing over periods identi-
cal to those of the three specimen careers described in paragraph 2 for Service
medical and dental officers. Thus the figure shown against Career A, for
example, includes the value of the deferred pension benefits available to a
general medical practitioner who leaves the NHS Superannuation Scheme
at age 57; his deferred pension and lump sum (which come into payment
at age 60, or on prior death in the case of the lump sum) are protected against
inflation under the Pensions (Increase) Acts as, also, is any contingent widow’s
pension.

Table 2

Value of the superannuation benefits of the
National Health Service Superannuation Scheme to general medical practitioners

Percentage of National Health Service pay

Career A Career B Career C
(Retirement (Retirement (Retirement
age 57) age 59) age 41)
19-7 20-5 13-8

9. The figures in Table 2 show that, for each of the three civilian careers,
the value of the NHS superannuation benefits is a lower proportion of the
doctor’s pay than is the case with the corresponding Service career, even
though the benefits of the latter are to some extent depressed on account
of the feature mentioned in paragraph 7. This reflects, in part, the promotional
career and salary progression assumed for the armed forces doctor compared
with the flat, or constant, earnings assumed throughout the general medical
practitioner’s career.

10. The superiority of the superannuation benefits to Service medical and
dental officers must now be expressed in the form of a deduction from the
pay of general medical practitioners. This conversion process is very similar
to that set out in Table 2 of my principal report; in this process allowance
has to be made for the fact that the Armed Forces Pension Scheme is non-con-
tributory whereas the National Health Service Superannuation Scheme is con-
tributory. The appropriate deductions for each of the specimen careers are
summarised in Table 3; by way of example the derivation of one of the figures
is discussed in more detail in the next paragraph.

Table 3

Deduction from general medical practitioner pay to allow for the excess of the value of the superan-
nuation benefits to medical and dental officers over those available to general medical practitioners

Percentage of National Health Service pay

Career A Career B Career C
(Retirement (Retirement (Retirement
age 57) age 59) age 41)

(1) Allowing fully for all benefits payable

from the Armed Forces Pension

Scheme 85 66 17:7
(i) Excluding that part of the pension

(other than invaliding pension) payable

over the period to age 60 62 59 7-5
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11. If we consider Career A, the corresponding general medical practitioner
has superannuation benefits whose value (from Table 2) is £19:7 for each
£100 of his pay. Allowing for the 6 per cent superannuation contribution
that he has to pay, his net pay package of pay and superannuation benefits
is £113+7 per £100 pay. Similarly the Service medical officer has superannua-
tion benefits whose value, allowing fully for all benefits, (from Table 1) is
£24-3 thus giving a net pay package of £124-3 for each £100 of his pay. By
simple proportion, the level of armed forces pay that will give the same net
pay package as the £113-7 for the general medical practitioner is
£100x 113+7+ 1243, or £91-5 for each £100 of general medical practitioner
pay. Thus to arrive at the pay for the medical or dental officer the appropriate
deduction from general medical practitioner pay is 85 per cent of that pay
as shown in the first line of Table 3.

12.  The figures in Table 3 show the appropriate deductions to be made from
general medical practitioner pay to reflect the difference in the superannuation
benefits of medical and dental officers compared with those available to
general medical practitioners under the National Health Service Superannua-
tion Scheme. The figures have been presented on two alternative assumptions
about the Armed Forces Pension Scheme benefits to be allowed for and for
the three specimen careers that 1 was asked to assume.

13. As mentioned in paragraph 7, the superannuation benefits for medical
and dental officers are the same as those for combatant officers of equivalent
rank. If, as a result of the current Review, the percentage awards granted
to medical and dental officers differ from those granted to combatant officers,
then the value of the superannuation benefits of the Armed Forces Pension
Scheme to medical and dental officers will differ from the figures shown in
Table 1 (which are based on the relative levels of pay and pension in force
from April 1980). The percentage deductions from general medical practitioner
pay shown in Table 3 would also need to be revised. As an indication of
the magnitude of the effect of this feature, for each 6 percentage points that
the pay award for medical and dental officers differs from that for combatant
officers, the percentage deductions from general medical practitioner pay
shown in Table 3 would change by about 1 percentage point. If the percentage
pay award for medical and dental officers is lower than for combatant officers,
then the percentage deductions from general medical practitioner pay shown
in Table 3 would need to be increased and vice versa. Further calculations
could be carried out if required.

14. In Section 6 of my principal report I discussed how my calculations
would have been affected if I had adopted different economic assumptions
in line with the upper and lower limits suggested by the Inquiry into the
Value of Pensions chaired by Sir Bernard Scott (Cmnd. 8147). In the case
of medical and dental officers, the figures summarised in Table 3 would be
much less sensitive to changes in the underlying economic assumptions than
the corresponding figures shown in my principal report. This is because both
the medical officer and his civilian counterpart have pension benefits that
are protected against inflation so that any change in the underlying economic
assumptions would affect the value of the superannuation benefits available
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to each by not very dissimilar amounts. For that reason detailed calculations
on alternative economic assumptions have not been carried out but they could,
if necessary, be done.

15. The comparison approach described in paragraph 3 is not the only
approach that could have been adopted. For example, in the case of specimen
Careers A and B it could be argued that by the time the officers retire from
the forces at the assumed ages of 57 and 59 respectively, they can be considered
to have completed their working life and so their armed forces superannuation
benefits should be compared with those acquired by a general medical practi-
tioner after a complete working life in the National Health Service. The value
of the lifetime superannuation benefits to a general medical practitioner
depends on his assumed age of retirement. If retirement is assumed at the
minimum age of 60 then the value of the superannuation benefits to an indivi-
dual starting his career at age 25 is about 209 per cent of pay on the basis
assumed; with retirement assumed nearer age 65, as is the case in practice,
the value of the benefits is about 18-6 per cent of pay. These figures for the
value of the NHS Superannuation benefits could then be compared with those
shown in Table 1 for the value of the armed forces benefits for Careers A
and B which would lead to deductions from general medical practitioner pay
not vastly different from the figures shown in Table 3. The disadvantage of
this kind of approach though is that it would be inappropriate for Career
C (because the individual leaving the armed forces at age 41 cannot usually
be considered to have completed his working life) and it is advisable to adopt
the same kind of comparison whatever the assumed specimen career. For
this reason the approach described in paragraph 3 is preferred.

EDWARD JOHNSTON

Government Actuary’s Department
London

20 May 1981



APPENDIX 3

Military salaries® for medical and dental officers
introduced with effect from 1 April 1980

Rank Military salary
£

Brigadier 20,998
Colonel: after 8 years 20,582
6 years 20,272

4 years 19,958

2 years 19,644

on appointment 19,330

Lieutenant Colonel: after 8 years 19,016
6 years 18,549

4 years 18,078

2 years 17,556

on appointment 17,038

Major: after 6 years 16,524
4 years 16,005

2 years 15,491

on appointment 13,855

Captain: after 4 years 12,735
2 years 12,049

on appointment 11,359

Pre-registration medical practitioner 8,143
Cadet: after 2 years 5,449
1 year 4,949

on appointment 4,449

@ Rounded to the nearest £.
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