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MEDIUM TERM FINANCIAL PLAN 2013 — 2015 (P.69/2012):
FIFTH AMENDMENT

1 PAGE 2, PARAGRAPH (b) —
After the words “as set out in Summary Table A'erighe words —

“except that the total amount of States net reveswpenditure shall be
increased by £10,700,000 in 2013, £8,700,000 i 201 £8,700,000 in
2015 to provide additional funding for public segbay awards”.

2 PAGE 2, PARAGRAPH (c)(ii) —
After the words “Summary Table C” insert the words

“except that the allocation for Contingency (Paywsion) shall be
increased by £10,700,000 in 2013, £8,700,000 i 201 £8,700,000 in
2015 to provide additional funding for public segvay awards”.

DEPUTY G.P. SOUTHERN OF ST. HELIER
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REPORT

There can be no doubt that public sector workeas' lpas been seriously affected by
the response of the government to the recessianpai freeze in 2009 was followed
by 2 further years of below-inflation pay award2i0l0 and 2011. Public sector pay
has fallen behind both the cost of living (RPI) grivate sector earnings by large
margins, as the following tables illustrate —

Table 1 — Public Sector pay awards 2008 — 2012: Taeers

2008 | 2009| 2010/ 2011 2012 Total
Pay rise % 3.5 0.0 2.0 2.0 0.79 u/c 8.5
RPI % 6.4 -0.6 2.1 5.4 3.0 17.2
AEI % private 4.2 3.3 1.1 2.2 1.8 13.2

Table 2 — Average Earnings Index (AEI)

Year 2008 | 2009| 2010{ 2011 201p Total

Public sector % 4.9 1.0 1.1 3.9 0.3 116
Private sector % 4.2 3.3 1.1 2.2 1.8 13|2
Finance sector % 4.6 3.5 1.0 2.4 211 14,3

The Index of Average Earnings measures changeserage earnings (gross wages
and salaries) that have occurred, and been paitjot&ers in Jersey. It includes
overtime payments, but excludes bonuses.

The Minister for Treasury and Resources made miehip the 2012 Business Plan
and Budget of getting the States of Jersey finahaek into balance by 2013, the first
year of the new Medium Term Financial Plan. He k@iren manfully to do so.
Indeed, in accepting the challenge to cut £65 omlfrom States’ expenditure, he took
on a very demanding target.

He, along with all Ministers, will say that he hdsne so without cuts in front-line
services. This is not the place to expose thatquéat canard to the cold light of day.
However, it is the place to explore the Ministeckwim to havealmost met his
expenditure targets. Apart from a little difficultyith delivering the Education
Department’s contribution to spending cuts, theistar is proud to have delivered a
“return to balanced budgets”.

However, he has done so by ignoring “the elepharthé room” that is the ongoing
dispute over public sector pay awards.

On the surface, summary Table A shows surplusésjtainy, and well within any
reasonable margins of error, for all years of thEAH. These surpluses are of course
illusions, based as they are on a set of assungptionoutcomes over which the
Minister has no control, and are dependent ondhkelts of free and open negotiations
with the other parties concerned. The assumptioesttat the States Employment
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Board can impose a near wage freeze on its emoyed expect them not to react
and to wait until 2014 for some inadequate recorspen

This proposal asks Ministers to take a dose ofthegality in looking at the numbers
in the plan. No agreement has yet been arrivedreat the pay awards between the
public sector and the States Employment Board @dr22and 2013. There has only
been, so far, a “failure to agree” which has thieptial to escalate into a “dispute”.

The figures presented to the States, presentedgm4y of the MTFP in Fig. 7, States
Expenditure Limits, assume that agreement has tessehed and can be relied on to
form the basis of future spending. Nothing couldréher from the truth.

2012 2013 2014 2015
£,000 £,000 £,000 £,000

Existing Base Pay Provision 7,000 14,372 23,059 35P,
Corporate Terms and Conditions Savings (7,004,000) (14,000) (14,000)
Net Existing Pay Provision - 372 9,059 18,351

July 2012 — Employer Pay Offer
— Non Consolidated Pay Offer 2012 and 2,600 2,600 - -
2013 (July 2012)

— Consolidated 1% Pay Offer 2013 (July - 3,300 3,300 3,300
2012)
— Consolidated 4% Pay Offer 2014 (July - - 13,300 13,300
2012)
— Consolidated 2.5% Pay Offer 2015 (July - — - 8,700
2012)

2,600 5900 16,600 25,300
Estimated Pay Award — Doctors and - — 400 400
Consultants
Less: Existing Base Pay Provision - 372 9,059 18,35
Additional Pay Provision Required 2,600 5,528 7,9417,349
Forecast Surplus/(deficit) (7,154) 707 59 198

Very few of the figures elsewhere in the MTFP aoespeculative. Achieving the
£65 million of CSR savings has become dependena @stablishing a (near) pay
freeze for public sector workers, or delivering ingg of £7 million on terms and
conditions across the public sector in 2012 an201

The “existing base pay provision” of £7 million anmts to a 2% pay offer to the

public sector in 2012. This was to be repeate@@3. This was the understanding of
public sector representatives involved in pay nietjons prior to 2012. Before this

came to the negotiations table, however, it wasardependent on the delivery of
£7 million of savings on terms and conditions. hsavings could not be delivered in
2012, with the result that this meant that saviwgsld have to come from the salary
bill of the public sector.
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No progress has been made with these changes whatstNo serious negotiations
have been held over such changes. In fact, no etnproposals have been laid before
public sector representatives.

We are told that the company ATOS has been engagecbnsultants to lead us
through this restructuring process. This is the gany that has caused such distress to
the UK disabled population with its delivery ofniigsss to work assessments with its
woeful inaccuracy and expensive numbers of appehis generated. This is also the
company that almost closed down UK borders whercatmputer system failed to
deliver adequately. | have little confidence thawill deliver changes to the delivery
of public services that will be readily acceptatiepublic sector employees. In any
case, it looks extremely unlikely that any chancgs be implemented before 2014.

It is noted that provision for pay awards is heaeihd-loaded with 4% factored in for
2014 and 2.5% for 2015 to match the target RPIréiglt is notable that even this
apparently generous offer leaves employees falielgind inflation over the 4 year
period, and this assumes that inflation, over whiod government has very little
control, can be kept to 2.5%. Already, we have beamed that both food and fuel
prices are due to rise steeply in 2013.

The end-loading is, one supposes, meant to coinittehigher growth rates as we
clamber out of recession, but both the FPP andCtreanmber of Commerce have cast
doubt on the growth estimates. Indeed, the FPP hagedd us to bring forward some
spending to stimulate the economy sooner rather lttar. This proposition does so.
Having withdrawn provision for public sector pages in 2009and 2012 and 13, what
is to stop the Council of Ministers withdrawing tH&6 in 2014 if circumstances
suggest it?

As can be seen in Table 3, the current offer leguddic sector workers further
behind RPI by 2015.

Table 3 — Public Sector: current offer

Year 2012 2013 2014 | 2015 Total
Pay rise % 0.79u/lc| 0.79ufc 4.0 2.5 8.3
RPI % 3.0 2.5 2.5 25 10.9

Proposed offer %| 1.0 4.0 2.5 2.5 10.4

u/c = unconsolidated, non-pensionable, one-off

The approach taken to pay negotiations in 2012281@ has been deeply resented by
public sector workers. At least one sector will tlydbe balloting on action. | expect
that other sectors will follow. If the stance takenthe Council of Ministers on pay
and conditions for the public sector is allowedctmtinue, | believe we are in for a
prolonged and intense period of unrest which will @t risk the Island’s reputation for
stability. The reality is that we cannot afford ignore the consequences of our
actions. Nor can we stir up unwanted and damagiiig $or the sake of a balanced
budget.
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Table 4 — New provision

2012 2013 2014 2015
Pay 2012: 1% consolidated 3,300 3,300 3,300 3,300
Pay 2013: 4% consolidated - 13,300 13,300 13,300
Pay 2014: 2.5% consolidated - - 8,700 8,700
Pay 2015: 2.5% consolidated - - - 8,700
Additional pay required 700 10,700 8,700 8,700
In percentage terms 1% 4% 2.5% 2.5%
Forecast Surplus/(deficit) (7,854) (9,993) (8,641) (8,502)

This proposal removes all consideration of any neobdated pay awards. These are
simply the equivalent of one-off cash payments Wwhace non-pensionable and are
removed after one year or two. They are, to pbtidéfly, an insult. It also makes the
provision more front-loaded, bringing forward th# 4rovision from 2014 to 2013.
This has the effect of putting the MTFP into defioi 2013 and in subsequent years,
as shown in Table 4. It does, however, mean thatgfers have some chance of
matching inflation, which just might be acceptatdepublic sector workers. It may
also prevent large-scale industrial unrest, dantagkee economy, to our international
reputation and consequent damage to industridioekafor years to come.

Financial and manpower implications

The financial impacts are as laid out in the prdjos and report. There are no
manpower implications.
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