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5 Goant WP RAC
reasury Chambers, Parliament Street, SWIP 3A(
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2 September 1983

Michael Scholar Esq
10 Downing Street

Bor hocdod

MEGAW

The background papers to the meeting which the Prime
Minister is holding on Megaw on 5 September are the
Chancellor's minute of 22 July and the subsequent
comments of other Ministers. As a further contribution
to Monday's meeting, I enclose a note from the Chairman
of the Official Committee on Megaw, which has been
discussed amongst Departments. It sets out the present
position and the main options now before the Government.

I am copying this letter to the Private Secretaries of

those Ministers who are attending the meeting on Monday,
and to Richard Hatfield (Cabinet Office).
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MISS M O'MARA
Private Secretary
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certain position (the median) in a "pay league". There could,
moreover, be certain advantages to the Government in agreeing on
greater "transparency" for the PIB's operations: it would not
neces:arily suit the Government to have an independent and authori-
tative PIB working in secret consulting neither party on its inter-
pretation of the data it collects. Officials believe it would not

—
be worth foundering on this issue alone if a satisfactory agreement

-
-

could be reached on the er elements in a new system.

7 (b) is much more difficult The essence of Megaw = and one of

its main attractions f the Government - is that the pay

for civil servants in any one year should reflect outside

in that year. A action on pay levels would need to be accommodated
_..--" 3 g = =
within that constraint. On the face -of it, there are few attractions

g —

in narrowing the ranges within which levels might “legitimately™ lie

under a new pay system. This zins to look like a return to straight

comparabilit Moreover, it is % much greater width of the ranges

of level han under pay research which give the best guarantee that

the la Jﬁchlrp of the Megaw system would not require any significant

e

prior adjus nts to ensure that 211 Civil Service pay levels lay within
—""__-_'___—-_-—-'q

‘he prescribed ranges. There is a further fundamental problem on
levels insofar as the unions are absolutely convinced that Civil

Service pay levels have fallen badly behind and must be put "right"

over a itransitional period during which the normal "movement"
constraints would be modified.

6. (c) is also very difficult. The unions cling to the right of
unilateral access to arbitration, and are only prepared to discuss the
possibility of a Parliamentary override of an arbitration award in very
Clequj defined circumstances such as the operation of a 19t¢oégz_5;§h—ﬂ

i

policy. Ministers, on the other hand, decided in E Committee on
--__-—_‘-—'.’ - - - -

2 December 1982 tnat any new arbitration agreement must provide for
access only where both perties agreed; and that in addition, the
Government would need need to retain the right to ask Parliament to over-

turn an arbitration award in unspecified circumstances. The present

positions of the two sides are therefore wide apart here.

Te Against this background there is no Prospect of early agreement
on detailed new pay determination arrangements for the Civil Service.

This does not mean that such agreement could not be reached in the
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longer run, perhaps by development in stages, particularly if moderate

opinion continues to reassert itself in the unions and their negoti-

ators as a result have more room for manoeuvre than present Conference
esolutions permit them.

8. It is likely, however, that a statement of the Government's views

n the points at (a)-(c) above would lead quickly to a brea?down

4=

in the present discussions because it would highlight the exl sting

gulf between the parties. ne way to avoid this, and to sustain the
regotiations on a long term agreeme would be to take a

step in the direction char y Megaw in the procedures for

a2y negotiations. This cou take the form of some limited

|2
- - (!

lection on pay movements to inform (not conaﬁr&in) the 1984 1

ations: this is somethin "or which the unions alﬂ—u;v

1984 Pay Negotiations

Such a step would be seen by the

general as a tangible
ermination

ment in any ong term arrangements which could be

ither side would be
would allow a trial run-of
ey aspect of Megaw—based system There is a good chance that
if the unions were at ction exercise to inform the-
T
1984 negotiations they would not ress now their reguest for a prior
indication from the Government its willingness to allow access to
arbitration,
10. This option is worth serious nsi 1 01 Certainly the
availability of any ;a8 produ n an ag basis might de 0
affect the Government room manoeu It would mazke it more
difficult to achieve an agreed settleme: below the lower guartile
figure. On the other han there is 1litt reas to suppose that
the unions would be prepared to sett! "0 388 T year in any case,
and this is no more than the constraint
implicitly accepted as pa and parcel of the NMegaw approach. How-
ever, an imporuant difference from ﬁeba is that "informed" pay
nment free if it chose
to do SO (eJ because it thought this was justified on grounds of

affordability) to impose a settlement below the lower quartile without
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formally breaking a new pay agreement, or invoking safeguard clauses
at the outset. The Government would be free to decide at the time

of the negotiations whether to seek an agreed settlcment, impose one,
or permit arbitration and if so, on what basi

11. The note at Annex A contains preliminary sug;eations on how

data collection might be carried out. Concern about the possible
implications of this for other public service groups could point to
linking the data to certain specific Civil Service grades. It could,
however, be difficult to agree in time with the unions the job evalu-
ation methods to be used for this. It would also make it more
difficult to resist pressure for ancillary information on pay levels
even though the data relevant to the negotiations would be about pay

-4

A more generalised approach to data on pay movements would
difficulties but would carry a greater risk of being
relevant by other groups. It would also be necessary 1o
decide on the precise role of the OME and the use of consultants and
whether it migh e helpful to have an individual appointed to oversee
the data collection work on an independent basis. If Ministers wish
to pursue the option of data collection for 1984, further paper will
be prepared by officials setting out the detailed issues involved in
its handling.
Options
12. The unions have asked n in ation of the Government's
I

present position on the issues o ined above in time for a meeting

they are holding on 6 October. tactical terms the main options

wppear to be:

(2) To put forward : initive staten of the Government's
position on issue 3 Vit ffer of anything
special for

(b) To continue

pressing by
possibility

pay negotiations which would constitute a step in the direction
charted by Megaw; +these proposal eken forward at
the same time as.progress in discussions on the longer term;

To refuse to take up a substantive position on issues (a)-(c)
. £ XL L

or to contemplate ad hoc data collection arrangements for 1984.
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In negotiating terms (c¢) is not a tenable =
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for other groups to argue in the run-up to their pay
negotiations in 1984 th: he data collected by the OME
for the Civil Service negoti ons was relevant to them,
although they might still do particularly if the ranges

were much the same and cou be taken as a reflection of

more readily be
involve any need for job evaluation.
also not leave the way open to pressure

ided on outside pay levels since no

A

mparison would exist. Arguably, however,
the data collec
ygblic service groups,
that the Civil
ay round.
to be covered by data collection
on pay movements shou un from August to February. But it would

-

be possible to extend 984, so as to ensure that
the bulk of oth public servi settlement: out of the way
Service were
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