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Pay is about more than the market

THE ethics of executive pay are the
subject of heated debate. While the
Gov ernment implements severe cuts
in the public sector to reduce the na -
tional deficit, high salaries and bonuses
continue to be paid in the private
sector.

One of the main questions is
whether pay levels should be decided
by “the market” or by some elusive
concept of fairness. Does it matter that
the average full-time employee work -
ing for a FTSE 100 company earns just
over £26,000, and the average chief
executive in such companies earns
£3.1 million — a pay differential of
more than 100:1?

These are questions I have wrestled
with. I was commissioned by the
Church Investors Group (with David
Clough, Professor of Theological Ethics
at the University of Chester) to write a
report on the ethics of executive
remunera tion. We drew on biblical
material about just pay, the dangers of
wealth, concern for the poor, and good
steward ship; and we recommended
that church investors engage with com-
panies that pay a differential no higher
than 75:1 — a moderate but signi-
fi cant reduction on the average figure
of more than 100:1.

Soon afterwards, a BBC docu-
 ment ary about John Lewis revealed
that 75:1 is the maximum pay differ -
ential it uses in calculating salaries.
Andy Street, John Lewis’s managing
director, earns a very modest salary
compared with the chief executive of
Tesco, whose pay differential is 750:1.

John Lewis and Tesco are both suc -
cessful retailers, but they operate using
radically different philosophies, with
regard both to pay and share owner -
ship. John Lewis’s impressive perform -
ance through the recession demon -
strates that excessive executive pay is
not necessary to ensure strong corpor -
ate performance. But the fact that John
Lewis is a partnership draws attention
to the significance of corporate ethos
and structure in this debate. Where
alternative corporate models to the
con ventional plc operate, there is more
scope for bucking the trend in what
senior executives are paid.

THE fact that different pay scales
prevail in different sectors emerged
clearly in the recent Hugh Kay lecture,
“Pay, poverty and inequality”, organ -
ised by the Christian Association of
Business Executives. The speaker was
Chris Stephens, a former HR director
who now serves in a variety of posts.

He described how, within a short
space of time recently, he took part in
three decisions about remuneration.
As a member of the Senior Salaries
Review Board, he consented to a pay
freeze at £240,000 for the most senior
officers in the Civil Service because of
the underlying state of government
finances.

As chairman of the remuneration
committee of a medium-sized com -
pany, he agreed to a financial package
potentially worth three times as much
for a new board member — the going
rate in that sector. Then, as chairman
of Traidcraft, the fair-trade organisa -
tion, he agreed to a pay freeze and
some redundancies — this in a com -
pany/charity where the pay differential
is a mere 6:1.

These decisions all made sense in
their own sphere, but they highlight
the question of inequality. Mr Stephens
admitted his discomfort: “Operating

in separate sealed containers seems at
odds with Christian teaching —
teaching about a single created
universe, about men and women
being equally precious in God’s sight.”

Mr Stephens noted how the high
rewards in the financial sector are af -
fected by a global marketplace, where
the most talented individuals will be
attracted by higher financial packages
elsewhere — lower tax rates in, for
example, Hong Kong being a signifi c -
ant factor.

On poverty, he described the way
in which premium prices are trans -
forming the lives of fair-trade
producers in India, Kenya, Bangla -
desh, and Swaziland. On inequality, he
cited The Spirit Level (Penguin, 2009),
whose authors, Richard Wilkinson
and Kate Pickett, suggest that countries
with a high degree of inequality, such
as the United States and the UK, also
suffer the greatest number of social
prob lems — for the rich (the
“affluenza virus”) as well as the poor.

IT IS easy to feel powerless in the face
of market forces, but there are things
that we can do. Mr Stephens suggested
that employers:
• recognise other values apart from

pay (such as job satisfaction and in -
tellectual stimulus), which can attract
staff;
• be transparent about pay, at the
bottom as much as the top;
• attempt to pay not just the minimum
wage, but the living wage.

He also encouraged high earners to
give more; in Brian Griffiths’s words,
to be “recklessly generous”. And he
noted that all consumers can be aware
of the impact of their decisions and
buy fairly traded goods.

I would add some further sugges -
tions. At this time of uncertainty about
money and jobs, it is easy to retreat
into doing whatever is necessary for
our own survival, buying cheap and
selling dear. But it is precisely during a
testing time that Christians should be
characterised by a different attitude,
loving our neighbours as much as
ourselves.

The world is interdependent, and
there are no limits to who constitutes
our neighbour, in Bangalore as much
as in Birmingham. One encouraging
development in recent years is the
growth of social enterprise — business
aimed not just at making money but at
transforming society, bringing mar -
gin alised people out of poverty — in
the developing world. Christians are
playing a significant part in this.

We could invest what money we
have in the following and similar
organ isations, which are all doing
sterling work that I have witnessed:
Five Talents (www.fivetalents.org.uk),
the Anglican micro-finance organ -
isation that provides loans and capital
to small producers; and Shared
Interest (www.shared-interest.com),
the ethical-investment co-operative,
which lends money to fair-trade
businesses in the developing world.
There is much we can do.

Dr Richard Higginson is Lecturer in
Christian Ethics and Director of Faith
in Business at Ridley Hall Theo-
logical College, Cambridge, and the co-
author of The Ethics of Executive Pay
(Grove, 2010). He is running a con -
ference on debt in April (www.faith-in-
business.org).
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Woods: it’s
all about
the scale

Giles Fraser

I ADMIT it: I am a townie. I find the
countryside a puzzling and some -
times rather frightening place. But
one would have to be aesthetically
dead not to appreciate the beauty of
the English countryside, with its
gently rolling slopes and hedgerows.

In his fascinating book, England:
An elegy (Continuum, 2006), Roger
Scruton makes much of the sig -
nificance of the hedge, and the extent
to which the establishment of private-
property rights was at the heart of
the look of the English pastoral ideal.
“That the English countryside should
be so intricately bounded, and so
self-evidently owned, is in part a
consequence of law and the freedoms
which grew from it,” he argues.
Private-property rights enabled the
English countryside to look the way
it does.

Why, then, has there been so much
fuss about the Government’s plans to
privatise forests and woodlands?
Why has the Archbishop of Canter -
bury — with a host of celebrities
(Tracey Emin, Julian Barnes, and so
on) — reacted so strongly against the
idea that our trees might be managed
privately?

“Our forests nurture countless
species of native plants and wildlife.
We have relied on them since time
immemorial, yet we are only a
heartbeat in their history. We, the
undersigned, believe it unconscion -
able that future generations will no
longer enjoy the guarantee of a
public forest estate,” they argue. 

At the heart of this is a problem of
trust in the Government’s idea of the
Big Society and its emphasis on
localism. Why ought we to think of
central government as the best way of
sustaining the look of the country -
side? Surely, as Professor Scruton
points out, it is the pri vatisa tion of
our landscape which has preserved
its identity for hundreds of years.

But it is one thing for forests to be
sold off to small-scale groups that
have strong connections to the local
community. It is quite another for
them to be bought by big inter -
national businesses that are inter -
ested only in profit. The problem is
not public/private: it is the problem
of scale.

After the Second World War, the
Government subsidised the uproot -
ing of hedges in order to produce
bigger and more efficient fields, thus
creating what Professor Scruton calls
“the desolate prairies of East Anglia
and the Midlands”. The problem was
not that these were in private owner -
ship, but that they were all about big
business, with the emphasis on the
“big”.

If the Government is to press
ahead with the privatisation of
forestry, it has to find a way to ensure
that control is rooted in the lives of
the people who live in that area. The
state currently owns some 18 per cent
of our woods. Turning all this into
some international agri-business
would be a huge mistake.

POLITICAL momentum is
not something most of us
fully understand. It is clear
enough when in exorability
has set in, as with the final
months of Gordon Brown.
But be fore that, it is pretty
much the preserve of
political experts, such as
Andy Coulson.

The Labour MP Tom
Watson blogged a few weeks

ago that Mr Coulson would step down as David
Cameron’s director of communications on 25
January. He resigned on 21 January, which is still
a mean feat of predic tion from Mr Watson. Or
perhaps he had been told. Perhaps the Coulson
resignation was time tabled, but brought forward
to shelter beneath the kerfuffle over the Alan
Johnson one.

What is intriguing is the way that a little story
has snowballed, and could yet get even bigger. It
began when a “rogue reporter” from the News of
the World was jailed for hacking into the mobile-
phone messages of the royal household. Mr
Coulson resigned as editor of the paper, pro test -
ing ignorance but accepting responsibility. Then
came complaints about phone-hacking from a
wide group of celebrities and politicians.

Lawsuits were initiated, forcing the disclosure
of documents. This resulted in the suspension of

an executive on the paper. Rupert Murdoch’s
News Corporation, which owns it, made a
number of out-of-court settlements, including
£700,000 to the chairman of the Footballers’
Association. Labour’s former deputy leader, John
Prescott, began demanding to know why the
Metropolitan Police had not properly investigated
suggestions that his phone had been hacked,
along with that of 3000 other named individuals.

Despite all this, it seemed to be a story that
was going nowhere, even though Mr Coulson was
now press chief at 10 Downing Street. Yet, as
more apparently inconsequential details emerged,
it began to be clear that the police had been
remarkably dilatory in pursuing the case. Why?

What changed everything was that the saga
then became intertwined with another — the bid
by Mr Murdoch to buy the 61 per cent that he
does not already own of the TV station BSkyB.

Before Christmas, the Business Secretary, Vince
Cable, had been stripped of his powers to decide
whether Mr Murdoch’s bid should be referred to
the Competition Commission. He had been taped

privately saying he had “declared war on Murdoch”.
What has since emerged is that the Culture

Secretary, Jeremy Hunt, to whom the powers
were transferred, has a track record of pro-
Murdoch utterances and has been having un -
minuted meetings with News Corporation
executives, with no civil servants present. To cap
all that, we learned this week, the Prime Minister
himself injudiciously had dinner at the home of a
senior News Corporation figure at Christmas.

OFCOM has expressed grave reservations
about the concentration of media power in the
hands of Mr Murdoch if the BSkyB bid goes
through. Yet Mr Hunt has now said that he will
give News Corporation six months to come up
with something to enable him to avoid a referral
to the competition auth orities.

The antennae of ordinary voters are now
twitching. The story has gone well beyond the
fate of the ex-editor of a seedy tabloid. The
police, Culture Secretary, and Prime Minister
have all behaved inappropriately or ineptly. The
whiff of corrupt obeisance to Mr Murdoch is in
the air. It is time for the stables to be cleansed.

Mr Cameron needs to do one of his sinu ous
U-turns on this. But he may turn out to be too
afraid of the combined power of Mr Murdoch’s
four national newspapers to do so. This would
suggest that there is too much power in the
hands of this media mogul already.
Paul Vallely is associate editor of The Independent.
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