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COMMENTS

This amendment makes 2 main proposals —

*» Anincrease from January 2012 of Social Securitytrdoutions for employees
of 2% for those earning above the standard earrged®g up to the upper
ceiling (£150,000 for 2012).

* An increase in the employers’ Social Security dbotions in relation to
employees earning above the standard earningageit to the upper ceiling
(E150,000 for 2012) amounting to 4% from Januarg3@nd 6% from
January 2014.

The Minister for Treasury and Resources opposels bbthese proposals and will
deal with each in turn.

Increase from January 2012 of Social Security doutions for employees by 2% for
those earning above the standard earnings ceilintp uhe upper ceiling (£150,000
per annum for 2012)

The Minister had proposed such an increase in ibeaFStrategy Review and 2011

Budget. The slight improvement in the financialefcast in the audited 2010 Accounts
allowed the Council of Ministers to give carefuhnsaleration as to the timing of this

increase. On balance it agreed to postpone it. Miméster has made clear that he
regards this decision as a temporary deferral @finbrease, not a cancellation. Other
factors relevant to agreeing the deferral include —

» The full implications of “20 means 20" are now hgifelt in terms of Income
Tax.

= The Minister for Social Security is proposing acrgase in contributions to
create a welcomed permanent solution to the iscfumding long-term care.

= There is an indication of an element of dissattsbacfrom middle-income
earners and a feeling that attention is too oftmuded on the extremes of the
least and most well-off.
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The Minister therefore requests the Assembly tgpettpthe Council of Ministers’
decision for a temporary deferral and reject tlaig pf the amendment.

Increase in the employers’ Social Security contidns in relation to employees
earning above the standard earnings ceiling ughdéoupper ceiling (£150,000 per
annum for 2012) of an additional 2% from Januar§3@nd an additional 4% from

January 2014

The issue in relation to this part of the amendnentore than simply one of timing.
It is one of damage to the economy and to Jerseyigial international
competitiveness — it is this upon which our ecorwstiength is based.

Given the relatively weak state of the Labour Méarlees highlighted by May 2011's
registered unemployment figures, any decision whiignificantly increases labour
costs within a short timeframe would risk jobs amdésult in employees being paid
less, as employers seek to mitigate or pass oncdise of the additional Social
Security. These proposals would be likely to imgdlcemployees, not just the higher-
earners, who, it is assumed, are the target dhtireases.

As outlined in the report accompanying the origipedposition, there is a need to
balance potential yield with Jersey’s internatiocampetitiveness. The charts below
compare the employer social security contributiomslersey with Guernsey, the
jurisdiction which represents the greatest competithreat, on the basis that the
Deputy’'s amendment is adopted.

Employer Contributions
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As can be seen, by 2014 for an employee earning),826, the employer
contributions in Jersey would exceed those in GaseyrnFor highly mobile businesses,
such as finance, this could be significant whenginail costs are critical and profit
margins are fragile. The latest Financial Instans Survey, released on 29th June,
indicates that —

= total annual net profit was a quarter lower thaB009;

= the total annual net profit for 2010 is the lowestorded by this survey since
its introduction in the mid-1990s, and has declihg®0% in the last 2 years;
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= only the legal sub-sector recorded an increasedfitpin 2010, up by about a
third on 2009. Profits in all the other sub-sectdeslined in 2010: banking
profits fell by a third, whilst trust and companydnainistration, fund
management and accountancy each recorded falteurfid a fifth;

= the number of local staff recruited directly froncheol and university
decreased for the second consecutive year, to TE8,Rhe lowest number
recorded since 2005;

= expectations for profit levels for 2011 were relaly optimistic compared to
those made for 2010, with almost two-thirds of Brexpecting an increase in
profits and only one in 7 companies anticipatirdgealine.

The Minister would ask whether this is really tinae to even be considering such a
significant increase in such a short space of tifie Island’s businesses, and those
within “Finance” in particular, will be monitorinthe debate on this Amendment with
interest and will be looking for a clear messagat thersey wants to encourage
economic growth, not “milk” those businesses tha still working hard to turn
around one of the worst recessions we have expeden

It is assumed that the Deputy has brought forwars part of the amendment to
address his apparent belief that companies doayoépough tax. Ultimately however,
employers’ Social Security contributions are nota® on companies but a tax on
employment. The increase proposed by the Deputld qout existing jobs at risk and
discourage future employment growth, whilst damggiar general economic growth
prospects.

The Minister strongly urges States Members to tdfgs part of the Amendment and
not unnecessarily burden individuals or damagediaad’s economy.
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