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that this would involve new money: on the contrary, part of

v

well be found by improved efficiency or more

rapid manpower reductions, as with f last two Civil Service

pay settlements.

(¢) If the proposed 4-yearly total remuneration surveys showed
that the remuneration of any group of civil servants was below
he lower quartile of pay levels for comparable staff in the
private sector, the Government would be committed to bringing
them back within the inter-quartile range as quickly as the
upper limit on pay increases within the Megaw system (that is,
the upper quartile of comparable private sector pay settlements)
would allow.
s On the other hand, a system based on the lMegaw recommendations
offers us significant advantages and requires the unions to accept
important restrictions on their own freedom. llegaw explieitly
recognises the crucial importance of recruitment, retention and
motivation, and the need to take full account of the financial
consequences of pay settlements. The trade unions would be committed
to negotiating within the inter-—quartile range of private sector pay
settlements, so that there would be a clear upper limit on the amount
that they could claim. Civil Service pay settlements would keep
closer to movements in the market; this would avoid the need for the
disruptive 'catching up' increases which were a factor of the previous
pay system. Finally, there is a good chance that a system on the
lines recommended by Megaw, by limiting the room for argument, would

significantly reduce the risk of industrial action.

4. We shall not get these advantages unless we are willing in
return to accept the commitments described in paragraph 2 above.
There is obviously no prospect of an agreement which places restric-
tions on the unions but leaves us totally free.
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D A further point to which MISC 463 attached importance is the way
which, over so much of the field, legaw's recommendations reflect the
evidence we gave to his Committee. This extends beyond the central
pay determination system itself (a clear break with the concept of

a single "right" level of pay, use of private rather than public
sector comparators, adequate weight to the experience of small firms,
a truly independent data source, etc) into areas of management policy
(merit pay, internal relativities, pensions, etc) where the Megaw
recommendations are helpful to the policies we wish to pursue. In
short, the totality of Megaw is overwhelmingly favourable to our views
and, if implemented, would give us an approach to Civil Service pay
and related matters altogether more realistic and relevant to the
market and private sector practice than the discredited FRU

which we abandoned. Given this the Group saw considerable difficulty
in defending rejection of the recommendations of the Committee we had
ourselves set up and which has extensively endorsed our views. liore~
over, there is no possibility of an alternative gystem to that
recommended by Megaw which would be acceptable to us and negotiable
with the unions. The only altermative would be free collective
bargaining, It is far from certain that this would be cheaper in

the long run; it would be likely to involve considerably greater

risk of industrial strife.

6. The Group was therefore firmly of the view that the Govermment
should accept the Megaw recommendations as a basis for seeking to
negotiate a new pay system. This does not, of course, commit us to
seeking an agreement at any price. Nor are we bound tTo accept every

detail of the legaw recommendations. If, as the negotiations develop,

e
it becomes clear that the detailed arrangements which are acceptable

to the unions are not acceptable to us it will be perfectly possible

that, having tried and failed to build a system on Megaw, tThe

’
Government has no alternative but to seek a conceptually different

solution.
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Lord Advocate,







