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... their forecasts of expenditure and their propo$al change increases or reflecting
decreases, for example, demographic changes inakdngc so it starts from the
department itself and the forecast - if it is aefast - is put together by the finance
team working with the officers in the departmemgned off with the Chief Officer
and the Minister and then that is put forward te ffreasurer on behalf of the
Treasury Minister. It is then aggregated and tbar@il of Ministers process is very
much a political process to determine within thénatvthey regard as, acceptable
limits of spending the relevant priorities thatytheill then put forward to the States.

| think we all recognise that the Treasury is negaurced to carry out a detailed



analysis of the proposals put forward. It hapgarsome countries and organisations
but you do need the level of resources to do thdtlghink you would find that the

Treasury does not have those resources.

Senator S.C. Ferguson (Chairman):

| guess the Minister made a very strong case.

Mr. B. Ogley (Chief Executive, Chief Minister’'s Degartment):

Okay, but I think that is an important ...

Deputy R.G. Le Hérissier of St. Saviour:

Well, Bill, having said that, there have been these of elephants in the room that
have been around a long time like supplementati@hrant rebate and another one
obviously is, as the Chairman has said, the lefsstaifing costs in the States which,
we all know, is at a higher level than it is in quemable jurisdictions, for example. In

other words, you could come to a conclusion thtitelothan saving paper clips and
using fewer stamps, there are key core issues fayolui could wrestle with these

issues and perhaps come up with options, it wooittilef counter the view that there

is this sort of inexorable rise from a more eldgrbpulation and more demands from
Education, et cetera, et cetera. Do you thinkgauld do this exercise but on a more

selective basis?

Senator T.A. Le Sueur (The Chief Minister):
| think you pretty certainly could. Okay, you wduleed perhaps resource devoted to

those particular areas and what you would get thbimk is a step change. In other



words, if you, for the sake of argument, decidedcabolish supplementation or to
transfer that business to somebody else, you windd get a step change in States
expenditure downwards. | think your question wantwill they still creep up again
from that lower base? | think the answer is prtyoagles. That is one aspect and
certainly, in terms of priorities, you could sag a States organisation, should we
maintain supplementation as this existing levgbradrity or should we say: “No, that
is a priority that can be transferred to employaremployees or some other sort of
revenue maybe” and that has been a political cheluieh needs to be an informed

political choice rather than one made on emotioarontelligent ideas.

Connétable D.J. Murphy of Grouville:

Through the Chair, if | may, that brings us onfte tuestion | was going to ask which
is when the departments produce their budgets,hdg prioritise when they are
producing them to you? Do they come to you and ‘8&ell, | want £5 million. It is
imperative we get this £4 million but it does nattter about the other £1 million.” |
know they are not going to say that but, if youdal me, they are going to prioritise

their internal budgets as well or would it be amado do so, do you think?

Senator T.A. Le Sueur:

| think, to a large extent, they will prioritiseirdtly, with what is the statutory

requirement and, secondly, to meet existing ohbgatbut | think there is a danger
anyway in doing that. What is a low priority ineodepartment may still be a more
valuable benefit to the Island and a higher piyanta different department. It is only
at ministerial level when you are looking at thgamisation as a whole that you could

say: “What is in the overall best interests ofigland?” | think - and | am maybe just



harping back on the same issue - we do not havegbn@sources at the centre to be
able to look at that in a sufficiently co-ordinatedy so we are reliant to some extent
on the input from those departments as to what tdoegider relatively high or low
priorities but without any way of validating that.think sometimes we have all felt
that departments will put up sacrificial artifici@w priorities on the basis that they

are so emotionally charged that no one would ealex them away.

Mr. B. Ogley:

Can | also add a bit of a response which partlkpiagp also Deputy Le Hérissier's

point, the Chief Minister talked very much abouws firocess of political prioritisation

which is key to this issue of choosing prioritiag blso there is a political managerial
interface as well when you talk about: “Are themng key issues we could deal
with?” If you recall, we made a one-off investmand we did reduce States running
costs by £20 million per annum. Yes, it was reested into political priority areas

but that programme happened and if the questios there another programme that
you could put in place to achieve that, | thinks,ythere is. | think the Council of

Ministers recognised that, but it would need anoghgg of investment to make ... we
could run through them but there are probably 5&®as you would want to look at
that would require some upfront investment and gould make - | would expect it

would take you a couple of years - significant sgsi What you then decide to do
politically with those savings is, | think, the ethpart of the prioritisation, so my

answer would be yes on your question, Deputy.

Senator S.C. Ferguson:



Yes, because how do you factor in unexpected exjpeadsuch as Williamson,
Health Reciprocal Agreement? How do you factoséhmto the budgeting? Should
you have a contingency fund or is that the £20iomlthat the F.P.P. (Fiscal Policy

Panel) say you can keep in the consolidated re®erve

Senator T.A. Le Sueur:

| think the F.P.P. said you should maintain a sihes#l. If not the F.P.P., at least it
would be a policy that we need to maintain a ceréanount in the consolidated fund
and also partly in order not to fall foul of thelfiua Finances (Jersey) Law which says
you must not overspend the fund. | think in tewh&iow you deal with unexpected
expenditure, yes, | think a contingency fund wobé&lan advantage. | am not sure
how much it would need to be but | have a note Wtk a question mark of £10
million but it has got to be at least of that soitmagnitude, but maybe | will come
back to that in a moment. The alternative wayoisld what you do at the moment
with the Public Finances (Jersey) Law which saygoii have not had unexpected
expenditure, it is up to the States to agree whethepend that or not. Now you
could have a contingency fund and then, presumdbdysfer that responsibility
either to the Treasury Minister or the Chief Mieisbr the Council of Ministers but it
would be an executive decision at that stage. éfsea contingency fund to be used
on contingencies, it has £10 million in it, providiyour contingency does not exceed
that £10 million, then it is up to you to go aheaw spend it. Do we want to leave
that authority with the States or with the Execefivl would say, probably in terms of
budgeting, is better to leave with the Executiv/e should have the contingency
fund because, each year, for one reason or anetkeseem to have an 11(8) request

or more than one which causes States spendingiteaise over and above that which



is budgeted. Whereas if you had a contingency funigh is at the discretion of the
Executive to spend if required, then at least ymunlgeting would be more accurate
because you have already built in that contingdaoyg. If you did not spend it, then,
arguably, you could tuck it away in the strategisarve or something. Whereas what
we do at the moment is the converse. We budgat ¢ertain level to balance our

books and then end up with an 11(8) request wiieh tinbalances things again.

Senator S.C. Ferguson:
Going on from that, do you think that public secpaty should be locked into the

forecasting process?

Senator T.A. Le Sueur:

Yes, public sector pay policy needs to, becausmuf think that public sector pay
accounts for over 50 per cent of total expenditidrgou do not have some sort of
policy in respect of pay, how on earth are you goito forecast and control

expenditure as a whole?

Senator S.C. Ferguson:
Are you going to have any serious evaluation of moaver while you are Chief

Minister?

Senator T.A. Le Sueur:
Any valuation is going to be serious. We would dot it frivolously but I think,
again, this depends on the level of resource adailaThe impression | get, both from

my own observations over the last few years argkad, that of the Comptroller and



Auditor General, is that in virtually every depaetm, people are working to capacity
and, in some cases, departments are under-resouN®ad, that may be because of
the policy direction that we currently adopt. Yaoauld well take a slice of employees
out of government by ceasing to do certain thingbyochanging your policies but,

politically, it is unlikely that those changes wdube acceptable. You could, for
example, stop doing a whole swathe of operatiocallyp and outsource them all to a
hospital in the U.K. (United Kingdom) or Europe wkou might think do it more

efficiently but | suspect, from the public point\aéw, they would be less content.

Senator S.C. Ferguson:

Well, the Auditor General’'s report in one instarté say that Health did not know
what their management costs were and, therefore difficult perhaps to look at the
level of staffing there. We hear a lot about ptity and, obviously, not every
department in the States is working to its full @@fy. How would you improve

productivity?

Senator T.A. Le Sueur:

When you start with the premise that not every depent in the States is working at
full capacity, | would question that and say: “Wellhere is the evidence of that?”
Can you give me a particular department that yaoktis under-performing or not
performing at full capacity because | am not awarany in relation to the Business

Plan they currently have? | am quite prepareceterilightened.

Senator S.C. Ferguson:

That supposes that the Business Plan is realistic.



Senator T.A. Le Sueur:

But it is a Business Plan which is approved byStaes ultimately.

Senator S.C. Ferguson:

True.

Deputy R.G. Le Hérissier:
Just on the Chairman’s point, Chief Minister, woyttl say, for the most part then,
that in terms of expenditure forecasts, we haveadtt of park the manpower costs

because, essentially, the system is operatindeatya optimal level in that regard?

Senator T.A. Le Sueur:

| think you would say that if you wanted to makgrsficant changes to manpower
levels, you would have to take some serious palegisions which, my feeling is, the
States Members and the public do not have the ippet. Clearly, if we got to a
situation where we could not afford that level gpenditure, then the perception of
the States Members and the public may changeink tio one voluntarily wants to
have a reduced standard of living if they can cam®ito maintain the existing one. |If
times are hard, then they have to accept: “Ye#hanh case, | will have to tighten my

belt, cut my costs accordingly.”

Deputy R.G. Le Hérissier:
We are seeing, obviously, emerging pressures ftdazre services and we have seen

the prison where it was felt they were operatingoatlow a base and so forth. Do



you think - and this was obviously a point that theasury Minister made quite
strongly to us - soon we are going to reach a ovasls where the issue will simply
be: “Do you want to keep current services and, eddenhanced services or do you
want to pay higher taxation?” You cannot get awath trying to balance both, as

now.

Senator T.A. Le Sueur:

| am sure that is correct, yes. As you say, wetlsege increasing pressures. There
are pressures, in some cases, imposed on us frisa®as part of our international
obligations and standards seem to keep risingtsmk it is inevitable that if we are
going to try to maintain those sorts of policieg &are going to have to either increase
revenue which means taxation in some form or ecamgnowth. When we looked at
fiscal policy, we said: “We can get what we can @uéconomic growth but recognise
that that will not solve everything. We can getalvive can out of efficiency gains
but that is not going to solve everything and tkst rwill have to come out of
taxation.” | do not know if that policy still haddgood. If you are saying do | want to

raise taxes, the answer is no.

Deputy R.G. Le Hérissier:
On that issue, going back to the Chief Officer, amderstand it, he said earlier in
response to my question that there were indeed #éineéyou could focus on and you

would find savings. Could you be more specific?

Mr. B. Ogley:



Yes, | could but I make the point that to achidwese savings needs some significant
upfront investment and | have mentioned already fhet that the Treasury
Department does not have the capacity to act ast@at core questioner and forensic
Finance Department which | think is fundamentathportant if we are going to find
more savings, so there is one area of investmBmere is already a big programme of
work in place on procurement; how we buy thingsneareater standardisation. We
already have a target of overall £5 million fronogurement to be achieved. We are
a long way down that line but there is considerablgt more to do. You mentioned
that everybody - and the Comptroller and Auditom&al - has focused in on the
issue of terms and conditions, allowances strustypay structures and whether there
are incentives for productivity improvements tolugit into the structure; all of those
issues. That is a pretty fundamental and far-regcteview and then we will need a
lot of political will to see it through but, clegrlthere is | think a lot to be done there.
They are questions about the staffing levels andttsires across the piece. | cannot,
today, point to areas of deficiency but | am faslye if we sat down and looked at it,
particularly if we had a root and branch reviewtloé organisation structure at the
same time ... as the Chief Minister said, if we camydoing what we are going now
as we are doing now, then my view is that staffengels are very pushed indeed and
the organisation is creaking. We have taken afi@taff and resource out but | do
have a belief that you could have a different oigmtion structure and significantly
reduce, in some areas, your staffing structurthink we have also all recognised that
the States, just its office of State, is very fanrg, is in lots of different standards of
accommodation and it would be my view that if weuldoput in significant
investment then | think you could really reduce affice holdings, probably

aggregate into one or 2 centres, and that woul@ laasignificant impact. | have no



doubt, in capital terms, you would make the investtmand you would get the
returns, so capital neutral, but in terms thenssisding you to save on staff; the back
office staffing structures, reception staffing stures, basic administrative processes

and working patterns and behaviours. There isrditceamount to be gained.

The Connétable of Grouville:

Is that not already being implemented?

Mr. B. Ogley:

No, | am afraid it is not. Not in terms of the iomalisation of the office
accommodation structures. We are working on itlao&ing at it but the point is to
make it happen, you would need significant investim® rationalise the estate,
probably some upfront building to be recovered freubsequent capital receipts and
if you are doing it properly, you would invest ith af the organisational, behavioural
and working practice changes. Everyone that has lierough it will tell you you
need to invest to make that happen. Now thosaraas where | think you could see
significant improvement but it is where do you get upfront investment and where
do you have the capacity to drive it through beeahgse things do not happen just
by goodwill? So you do need central capacity t«kenahappen and | do not see that

existing at the moment, so we would have to crizaeen for the short-term.

Senator S.C. Ferguson:
You comment on a stronger central structure bueutite Public Finances (Jersey)
Law, the Treasurer is independent. Does that moteh your efforts to have a sort of

central structure? In the private sector, the mkeeaDirector reports into the



Managing Director. Is it useful to have the Treaswbeing independent and not

technically reporting into the Chief Executive?

Senator T.A. Le Sueur:

| am not sure that happens in practice. If youtalleng about responsibilities under
the law or what happens in practice, | think a $ueg Executive will say: “Well, |
am totally independent, so | am not going to talkdu lot.” It would not be fulfilling
his job anyway, so the dialogue happens. WhetiePublic Finances (Jersey) Law
needs amending may well be the case but not netdg$eathis reason alone. | think
perhaps if you started with a blank piece of papet said: “Design a correlation to
the States”, would we come up with the one thatewe got now? Probably not but
in order to change what we have got now will regarsignificant amount of time,
money and manpower. | would love to accelerateptiee of change but | know that
it has got to be managed properly if it is goingtmceed and | know that we do not
have resource at the moment to manage that proeriy is a conundrum. Yes, you
have got to invest in order to save in the futwellrannot even evaluate the cost and
benefits of that change because | do not haveettmurce even to do that. | know it

sounds like I am just harping back to this resoumdée centre situation.

Senator S.C. Ferguson:

No, the P.A.C. (Public Accounts Committee) did amkledge that more resource

was needed.

Senator T.A. Le Sueur:



Yes, and | think we have seen that and Deputy Leskiér will be well aware of the
anguish in the success of the Fundamental Speriigwgews where, ultimately, the
centre became the sacrificial lamb or cow in refatio the social expenditure which
had to be maintained or enhanced. Now, you cama¢ it both ways and if we are
going to have a better managed operation, you maag ko say: “Well, even in the
short-term, we would have to deflect some expenrgliftom one area to another in
order to achieve that.” Politically, how do yowsaaybe to parents that they will
have to pay even more for university educationuwtag lessons or for help or: “If you
want to have a knee operation, you will have to faayit” and so on? These things

do not come kindly or politically simply.

Senator S.C. Ferguson:

Is that not a question of getting departments ittktmore corporately?

Senator T.A. Le Sueur:

Yes.

Senator S.C. Ferguson:

Now, how are you going to do that?

Senator T.A. Le Sueur:

By having a Council of Ministers, by having a Caigte Management Board, by
having greater dialogue and 3 years into the systemuld say we are starting to see
some improvements. Now, certainly at ministereadel - | will leave it to the Chief

Executive to talk about corporate management bleaed - but the impression | get is



that there is a lot more working together acrogsadenents. Yes, there is still scope
for more and maybe the whole departmental struch@eds revising but, again,
within the constraints of what we have, | beliekattimprovements have occurred in

the last few years.

Mr. B. Ogley:

Can | just say, | think it is important to ... thatvbuld never suggest that Treasury
should be anything other than independent in @atd the functions as set out under
the law? | know this absolutely because if youdréa the Treasury may not be
directed on how a function of the office of Treasis to be carried and the functions
are very specific about financial management stalslamonitoring compliance,
professional practice, key strategic controls touse sound financial management,
financial information as available. Those are kayctions that | think any Treasurer
would expect and should be expected to fulfil, asda professional officer with the
relevant qualifications is the right person to deiee how those standards should be.
So, in that sense, | think the law is absolutefjrti But | do think that through the
management structure, the Treasurer reports tortegms of his annual performance
management, | carry out his performance reviewappiaisal in conjunction with the
Minister and there are a lot of things that theabrtey does that are in addition to
those functions. So when we talk about forensiaricial analysis to aid or improve
decision-making across the States and support thigseractices, | would regard
those as slightly aside from those independenttiumg of the Treasurer where he is
acting as part of the management of the States iarea where that strengthening
really would work. So | think the reporting linegrk and | think his role on the

Corporate Management Board, | know he said - weegif he had the resources to



do the job that is expected of him in terms of #esuring best financial management
practices and being able, in terms of the finaneiahagement to hold departments
and Chief Officers to account - at the moment,lthkance is the other way as all the
resources sit within the department and the rapprtines so he is inherently
hampered in that - | think that would give you apger and appropriate structure and |
do not think it is a matter of the independenceclwHiwould never question, if that

helps.

Senator S.C. Ferguson:
Super. If we carry on, we are still looking at theerall expenditure and the
forecasting and so on. Are you going to listethioF.P.P. this year? Last year, they

took the Council of Ministers to task for ignoritigem.

Senator T.A. Le Sueur:

| do not think we ignored the F.P.P. and | do itk that the F.P.P. assess policy.
The States assess policy. The F.P.P. advisedarfstates would be well-advised to
accept the advice of the F.P.P. because they arg ise individuals with no axe to
grind; they are being independent. So, certaiiilyou go back to that particular
expenditure last year, it was done not to cockaokrat the F.P.P. or to say: “We do

not believe you.”

Senator S.C. Ferguson:

Oh, | never said that.

Senator T.A. Le Sueur:



But to balance the economic advice against somimeofpolitical realities. If you
look, for example, at ... half that £10 million wasdo with Social Security. Had that
not been put into that particular expenditure aoddeted for, the chances are we
would have come back and asked for an 11(8) redoreatditional money for Social
Security which would then mean an unbudgeted experfso if you are going to
spend the money then, | think even the F.P.P. wagtde, it is better to budget for it
properly than to have it attack you unawares ... welould not call it “unawares”
because we are aware of it but to have it caugt#napused in Article 11(8) which |
have to say grates because | would have hopedhatArticle would only be used
once every 5 years rather than once every 6 moothmsaybe even more frequently if
some States Members would have their way, theydveeg it as a convenient way of
getting around the annual process by sticking g8)Irequest in whenever the mood
gets them. So certainly the F.P.P. have an infleeand it is in terms of the general
spending envelope, if you like, and, ideally, | gage it would have been good to say:
“Well, if that £10 million spending was so importawe should have lost £10 million
off something else.” There comes your politicatteFrom where do you lop the £10

million to compensate?

Senator S.C. Ferguson:

| think we are getting back to productivity.

Senator T.A. Le Sueur:
Well, yes, | suspect you would be hard pushed frave productivity by £10 million

in a year.



Deputy R.G. Le Hérissier:

| got chastised by the Minister for Treasury faticising appointments to the centre;
the appointments that were put through on this agekout surely you could argue,
Terry, if you yourself were following your own diptines, it should have gone

through on the Business Plan; an improvement togxample, a new Income Tax
Adviser and so forth. It could well have gone tigb on the Business Plan. Could
you not have also argued that, had it gone forwardhe Business Plan - in the
background, we have the Organisational Change &mge which was introduced

when the Chief Officer came. Why did we not disctise virtues, for example, of
strengthening and maintaining the momentum of thegafisational Change

Programme as opposed to getting these other peuwplthe corporate office?

Senator T.A. Le Sueur:

| think, at the end of the day, we have no easy @fgyioritising expenditure. | have
spoken in the past about the fundamental spenéwvigws and the daily ear bashing
one used to get at Howard Davis’ farm. Now, eftety, what we have done is
replace that by a States decision that if you saWlinisters: “Well, we think that
£500,000 is better spent on advice to the Chiefid¢en's Department rather than on
your departments, you are going to have to - lelaust simply - take a pro rata cut
across your departments”, there is still a tendetocgay: “My department cannot
manage with less than that, otherwise we would lgven you it back anyway and
we are down to rock bottom so we cannot knock amyenoff’, so it is then
ultimately the question of would the States Memiberge the will to lop any more off
those departments? Arguably, in last year's Bssinelan, you would have had a

counterproposal by some Back-Bencher calling onCbencil of Ministers to reduce



departmental spending proportionately to make ghedE10 million. My gut feeling
is that that would have been rejected and the Stataild have spent £10 million
more willy-nilly, but that is a decision that coubdve been put to them. People do
not like making hard choices, whether they are Mers or States Members or

members of the public.

Deputy R.G. Le Hérissier:
It still does not explain why these decisions weo¢ put through on the Business

Plan.

Senator T.A. Le Sueur:

Because, ultimately, it is pretty difficult to sepee a quart into a pint pot.

Senator S.C. Ferguson:

| think because James’ amendments to the Busirlassh@ve tied down the capital
spending in the following years. So what do yoinkhit would take to restrain
politicians from expenditure voted in the Statesiast the advice of the F.P.P., et

cetera, short of an extra brick in your briefcase?

Senator T.A. Le Sueur:

Even if | had an extra brick, it is a decision fetates Members as a whole and it
requires their self-discipline and willpower as s the Council of Ministers. The
Council of Ministers can recommend the level ofrgpeg. It is up to the States
Members to say yes or no to it, in the same walttlteaCouncil of Ministers can set

the level of income but States Members may stilinoéined to throw tax allowances



or benefits into the pot. So you began by askihgre the responsibility ultimately
lies and under our current political system it lidBmately with the States General

Assembly.

Senator S.C. Ferguson:
So you would welcome the efforts of the Scrutinynéla to make a better Scrutiny

Review of the Business Plan.

Senator T.A. Le Sueur:

| would certainly welcome a better review of thesBwess Plan but | do not
underestimate the difficulty in trying to achievsat, even in the 3 months that we
might have between when it is presented and debateds a tight timescale, |
acknowledge, for any panel to do. | am not gomtetl the Panel how they should go
about their business, as that is up to you to @edidt it may well be you have got to

focus on one particular area as a whole and tryi@idat that in some detail.

Senator S.C. Ferguson:

How do you think public confidence in forecastirfgegpenditure could be increased?

Senator T.A. Le Sueur:

| am not sure that the lack of public confidendkthere is such a lack - is confidence
in expenditure forecasting. The impression thgdtlis that the uncertainty is that our
bottom line - which is the difference between expme and income - never works
out exactly as was predicted. It is either highelower. Why cannot we get it bang

on? That is generally because income is unprdaectalhe property market can fall



flat and your stamp duty suddenly declines; youldaot foresee that 18 months
earlier. The economy may suddenly boom and easngm up and tax receipts
increase; you cannot necessarily forecast thatl tlsak it is in terms of income that
the levels of uncertainty are greater and if thielipido have doubts about the quality
of forecasting, that is probably where those doabitse but that is my assessment of

the public view.

Deputy R.G. Le Hérissier:

Taking your argument that the real question is adothe forecasting of revenue, if
there were to be a sudden dip, despite your betamours to avoid that, and given
what yourself and the Chief Officer have said earthat there are these enormous
fixed costs and: “Okay, we tried everything buthest than putting in massive
investment, we cannot realise a lot of the savingdiat are you going to do with
these public services that are being run at thests af revenues start dipping all of a

sudden quite dramatically?

Senator T.A. Le Sueur:

You are talking there, presumably, about a permiagiprrather than a structural type.

Deputy R.G. Le Hérissier:

Well, permanent or indefinite time, rather likeitny to predict the end of this credit

crunch at the moment which is, as you know, veffycdit.

Senator T.A. Le Sueur:



That is relatively difficult but, again, what yoarc do is take professional advice and
you have got the views of the Fiscal Policy Pankictv are also influenced by the
views of other people around the world with theagahsort of feeling that 2 years is
about the likely level and the corrective actioattthe States have taken, or have
agreed to take, is really focusing on a 2-yearqokriAt the end of that period, then it
may well be and | just do not know at this stageatahe outcome will be. If one
looks at the current predictions - and they aré puedictions - the likelihood is that
there will be a permanent problem to be addressddtet will then require, | would
guess, probably additional revenues in some forimetiaer that be in things like
health funds to deal with the ageing populatiora@ewage charge to deal with the
sewage works. | am not sure what the situationldvba but | think if you took the
ageing of the population, for example, you have3ystark choices. Either you have
to raise additional revenue in order to look aftevse people, which you may well
have to assess with an insurance fund, or you fihrase people to suffer living in
degrading conditions or diminishing health whicthihk is politically unacceptable.
In the same way as you could say: “Do we need as®mage treatments works or
could we do without sewage treatment?” | thinkdadly, socially, on health grounds
and all sort so grounds, the answer is that yownaado without proper sewage
treatment and there is going to be a cost to thahink we have eliminated all the
nice to haves or the majority of them, and those #re left are pretty small really,
but it is the big ticket items like that which ageing to, | think, impose considerable

pressures on the Island going forward.

Deputy R.G. Le Hérissier:



Okay, thank you. So you would agree then withsta¢ement that we are heading to

a structural deficit?

Senator T.A. Le Sueur:

| cannot say that with any certainty at the momeht.did, we would be paying for it
now. | would say it is like one of those doubleggatves. | cannot be certain that
there will not be a structural deficit in 2 yeammé and it would be irresponsible to

say that that sort of situation could never occur.

The Connétable of Grouville:

We just seem to be skating around the G.S.T. (Gamds Services Tax) situation
here, charging for old people being in homes am¢hge charges. Every one except
the central one which is, if there is a structwteficit, it is going to have to be
attacked and that is the G.S.T. situation. Noamlaware of your 3-year promise and
| am sure you will keep to that but, after that,ydo believe that we are going to have

to seriously look at the G.S.T. situation?

Senator T.A. Le Sueur:

| think we are going to have to look at all taxesluding G.S.T.

The Connétable of Grouville:

Yes.

Senator T.A. Le Sueur:



Just as we had a debate on fiscal strategy 4 eafs\yago, we may well need to have

an updated version of that in a couple of yeanséti

The Connétable of Grouville:

When does the 3 years run out? Next year, is it?

Senator T.A. Le Sueur:

2011.

Senator S.C. Ferguson:

But is it realistic to be looking only at ways oftreasing the revenue for the States?

Senator T.A. Le Sueur:

No.

Senator S.C. Ferguson:

Should we not be looking also at ways of reducixgeaditure?

Senator T.A. Le Sueur:
Absolutely. What | was alluding to in the last ptaiof minutes was that there are
some big ticket items like the ageing populatiod #re sewage charges which are not

going to go away.

Mr. B. Ogley:



You have made one comment because you mentionedirigkaround G.S.T.” and

these other potential charges.

The Connétable of Grouville:

| only mentioned it in the first 10 minutes we weéatking about it.

Mr. B. Ogley:

When we talk about productivity, good decision-nmgkiand better management,
there may be sound reasons. If you are lookingdait to something like sewage
where we know there is a major investment programeezled of renovation, it may
well make sense to introduce - as the Strategic Slggests we have got to look at -
an option of a sewage charge because you can rmewehole structure into perhaps
a more corporate organisation, an incorporatingylmda separate body. Then you
have a range of levers on decision-making when tabki about potential health
insurance and the choices people make for thenseldhaps rather than the States
intervening and saying: “You must make the righbich.” Having an insurance
scheme will help people make those judgments aedhesr purchasing power, as it
were, wisely. That has been seen to be effectiveome places. So it is not just

revenue raising; it can be changed and it can isgpooductivity.

The Connétable of Grouville:
No, | understand that. The ideal situation wouédtbat we manage to cut States
spending without cutting States services but that little pie in the sky, | think, we

are not going to get there, are we? So we argygoihave to look at revenue raising



in one form or another and the structural defitithe moment is targeted | think at

about between £50 million and £60 million, is itho

Senator T.A. Le Sueur:

No, that is a current estimate.

The Connétable of Grouville:

An estimate, yes.

Senator T.A. Le Sueur:

But forecasting is, as we all know, a fairly inexacience.

The Connétable of Grouville:

That is why we are hefeaughter].

Senator S.C. Ferguson:
Absolutely. Finally, do you think the current syst of the way we handle forecasting
and so on is suitably robust to deal with the dens necessary for the changing

economic climate? If we have a deficit, have wethje systems in place to deal with

it?

Senator T.A. Le Sueur:
| think the systems are in place, yes, and whath&esl is the backbone to accept some
difficult decisions - the easy decision is to dings more efficiently - and maybe

even to do things like restructuring our officeasmgements. What we have to accept



is you cannot do that at nil cost. There is amargfcost to those sort of things which
we have got to be prepared to accept, so it iamptestion of either/or, | think it is a
guestion of both ends. We need to continue lookihgctivities like that and also

acknowledge the fact that there are certain thimggh | suspect have inevitably

ongoing costs.

Senator S.C. Ferguson:

Super. Thank you very much indeed, Chief Minister.

Senator T.A. Le Sueur:

Thank you.



