5.3 Deputy A.J.H. Maclean of St. Helier (Assistant Minister for Economic Development)
regarding thefuture strategy for Jersey Airport

Members will find on their desks a document titléButure Directions 2006-2011". This
document represents a broad future strategy thiatown the basis for the long-term sustainable
future for Jersey Airport. It is the result of ntles of work by management and staff, in the form
of the Future Directions Working Group, and extém@aation consultants. It has been a fully
inclusive and informed process, including the ratgvunions. It has been a highly critical
review, concentrating on what the airport does, ltodoes it, and, most importantly, justifying
why. | have joined several discussions with theufaDirections Working Group, a group that
was formed at the suggestion of the Airport Direcamd drawn from representatives of each
department of the organisation. These discusdians been invaluable in understanding staff
concerns and identifying opportunities. This grdwgs made an important contribution to this
strategy document. The aviation world has beemgihg rapidly in recent years, driven by the
explosive growth of low-cost airlines. It is claaat the airport, its operation, and, significgntl
its strategic role within the broader Island ecogpneeds a radical overhaul. The business is
heavily reliant on just one income source, whicla isigh-risk strategy in itself. Aeronautical
charges account for 80 per cent of income, at & twmen the airline industry is forcing
competing airports to reduce charges to maintath atract their business. The latest capital
investment forecast for 2025 totals £101 millioRarts of this program, however, need to be
accelerated for optimum safety and to meet changpngpliance requirements. This will require
a capital investment over the next 3 years of £88Bom With a forecast trading fund of
£26 million by the end of 2006, loans will be remui to finance most of this essential capital
expenditure. Combined with these inescapable ,félos airport has a high operating cost in
comparison to most other airports. We are not position to continue as we are. Independent
financial analysis clearly indicates that if we slm it would lead to the airport's insolvency by
2009. This is a harsh reality and the remedieknail be easy, especially for the very loyal and
dedicated staff at the airport. The facts areneed to reduce our operating expenses. This will
involve reducing staff numbers. We need to in@gasssenger traffic by a minimum of one per
cent per annum, which equates to 15,000per annumrimerical terms. We need to rebalance
our revenue streams by increasing commercial regenuhile reducing market-sensitive
aeronautical charges. We need to master plan itpertaestate - the land surrounding the
airport - to identify commercial development oppaoities such as potentially lucrative
hangarage. To put into clear perspective, we needduce costs by between £1.6 million and
£2 million over the next 5 years. These are ppalty operational and staff cost efficiencies. |
must stress that staff reductions will be achiettedugh a combination of natural wastage,
voluntary redundancy, voluntary early redundaney eedeployment. This will be a voluntary
process that will follow standard States H.R. pplicBut this strategy is not just about cost
reduction, it is a co-ordinated package of measurdéew revenue streams and revenue
generation are as equally important as cost reshgtibecause fixed costs are finite. The vitally
important area of revenue generation, in the candéxersey Airport, is all about challenging
traditional thinking and developing a pro-activellyf focussed, commercial mind-set. The
current organisation has evolved over time, and rhasy characteristics typical of a public
sector organisation with technical and operatidiogls. The organisation is structured by
function and not by revenue or value generation. nedv organisational structure is being
introduced to address these issues and drive castlmrussed efficiency. The strategy includes
modest, prudent but achievable passenger growgbttaof one per cent per annum. This will be
achieved by working in partnership with airlineguitism, the Economic Development
Department, and industry. The strategy represestgnificant departure from the past, and will
include a range of innovative incentives to aidine encourage them to maintain existing routes
and to introduce new ones. Incentives will bedtygerformance-related, rewarding airlines for
the delivery of additional passengers over agregdnmm or benchmarked levels. New route



development incentives will be flexible and includsduced aeronautical charges, marketing
support, payments for the delivery of inbound pagses that offer definable economic benefit
to the visitor economy. This new and flexible agguh is a radical change for Jersey Airport,
and recognises that it is no longer operating @éaison but is an integral part of the Economic
Development Department. Moreover, it has a vité to play in the social and economic
success of the Island. In addition to maintaingxgsting routes and new route development,
especially into Europe, we will be actively devet@gpcommercial revenues. This will include a
significantly enlarged airside retail offering. idtessential that part of this retail offeringlirde
arrivals duty free. One significant conclusionwewer, that has come out of this review to date
Is that the airport is not fit to be consideredtras time, for incorporation. | have therefore
stated to staff that incorporation is not on theratp during this political cycle. This strategy
statement provides the framework for the futureation of Jersey Airport. It will evolve, and is
very much a work-in-progress document. There ggemt deal more to be done to reach the
implementation and delivery. It has been a chgllegn and difficult period for all staff at the
airport. The prospect of change is never easyt | Biave been very impressed by the way in
which the majority have embraced this very necggsacess; in particular, the professional and
dedicated way that they go about their jobs. Ilcamfident that Jersey Airport will have a strong
and successful future as a fully integrated coatab to the future economic success of the
Island. Thank you, Sir.

5.3.2 Deputy C.J. Scott Warren of St. Saviour:

While | welcome, in the Assistant Minister's speetie proposed new route development
incentives, does the Assistant Minister agree thigpresent, we are worse off than at the end of
the last century regarding air links that have bdeshin the last 2 years to nearby destinations in
France, and that this is completely at odds with klack of provision with growing economic
links with France?

Deputy A.J.H. Maclean:

Yes, | do; | fully agree with the Deputy. We arerge off in terms of our communication links
and | think that is a reason why, in my presentatiomade a comment about flexibility. To
date, incentives that have been offered by theodirfirst of all, have not been flexible in any
shape or form. They have been strictly limitedn tBat basis we have not been able to engage
fully in the way in which we needed to do to secainel maintain the routes that we had at that
particular time, or certainly in recent years. fltsaa policy change. We are now going to be
engaging fully with our partners, the airlines. sé|J the major and significant change since the
advent of Ministerial government is the fact thae tairport is now part of Economic
Development. We are operating in a far more joinpdand co-ordinated fashion, and on that
basis, a great deal more flexibility is availabio, | think, looking to the future, we should have
a degree of optimism in terms of developing or @ngtg our existing routes, and, indeed,
developing new routes, especially targeted tow&aope, which we believe is a market that
has a significant amount of potential.

5.3.3 Deputy K.C. Lewis:

The Assistant Minister says there will be a reductin staff. These will principally be
operational and staff cost efficiencies. How dtes Assistant Minister view this, considering
we have new security arrangements coming in? Ilde slates that the airport has a high
operating cost in comparison to most of its contpeti Could he outline most of these costs,
please? Higher costs?

Deputy A.J.H. Maclean:



Yes, staff: security is clearly an issue and alyethere is included in the budget an additional
£300,000 to take care of additional security restms that need to be implemented by the
airport. Itis an area, which is unfortunatelyeljk to grow as we move into the future. Security
is a significant issue. We have to make surewleaare fulfilling our obligations with regard to
security, so that is a cost implication that weéntovtake on-board, and it will be increasing. As
far as staff losses are concerned, we are lookiregsaving - over a period of the 5 years - of
something to the region of £1.6 million. That tieswith the high operating costs that the
Deputy asked about, and the high operating costtaggely staff-related. We have a number of
areas where we are looking, and during the courdbeoevolution of this particular strategy
document, we will be pinning down the savings thatwill be implementing.

5.3.4 Deputy of St. John:

Does the Assistant Minister have the full suppdrthe Planning Department to push forward
aspects of his plans? Also, has the Experian Reporetailing been carefully considered in the
department's deliberation for the providing of maneome from retailing operations at the
airport?

Deputy A.J.H. Maclean:

| would certainly hope, looking towards the PlamniMinister who is nodding vigorously...
[Laughter] but indeed, we do have his full support in thepiimciple discussions that have
occurred to date. Clearly, there is a great demkrwork to be done. There is a master-planning
project to be undertaken, but | think, moving sklysiorward, there is a tremendous amount of
potential in that particular area. As far as thg@dtian Report on retailing, yes, that has been
taken into consideration. There is a degree okwmibe done yet on the retail side. | think it is
clear, and Members will appreciate, that the airpbthe moment has just one duty-free small
offering on the airside, and a significant amountetail on landside. This is completely and
utterly at odds with airports around the U.K. aimdleed, around the world. The average dwell-
time on the airside retail is 7 minutes at Jersapdkt. It is quite extraordinary that we manage
to generate the amount of revenue we do from oty-filee with only 7 minutes average dwell-
time. There is a great deal of work to be donke barriers are due to be removed and brought
back towards the information desk. This area Waild be airside is a significant area and we
are optimistic that it will, in fact, produce rdtaevenues in excess of £1 million, and that,
indeed, arrivals duty-free, which we do not havéhatmoment, will add an additional £600,000
in revenue. Thank you.

5.3.5 Deputy G.P. Southern:

A three-fold question, if | may, starting with teemplest one. “I have therefore stated to staff
that incorporation is not on the agenda during pultical cycle”: is he talking about strategic

plan political cycle? Is he talking about 2 yetrsa new election? Secondly, | note that staff
cost efficiencies are largely focussed upon andtyssems to me from my impression, certainly
over half term weekend, that we were working withssive queues on registration and on
security, working with minimum teams as it was,sthesavings may be extremely difficult to

achieve. There are massive delays, often withgsldreing delayed at the airport. Thirdly, |

notice that you have been largely working througitking groups; this has effectively taken the
unions out of the loop and they do not feel ashéyt are included in the discussions and
consultation. Will he assure Members that the nswill be included in the loop properly, and

properly and formally consulted at every stage?

Deputy A.J.H. Maclean:



Yes, | will take those 3 questions. The politicatle: the easy question, as Deputy Southern put
it. The political cycle that | was referring to svthe current cycle of this political House, taking
us up until the end of 2009. The question of ipooation will be looked at again after that
period, which will be, | suspect, early 2009. Hge dbsolutely right, question number 2,
concerning staff costs in one respect; althoughetiea degree of confusion here. The delays
that occur through security, we have had a trememdoacrease in requirements for security.
The level of security is severe at the moment. [€lel of checks which Members and members
of the public will be well aware of, are very mutiore stringent now than they were. We are in
a position where we have increased the budget b9,880. When the redefining of the retalil
offering occurs, then the security gate will be mback, the idea will be to increase one of the
extra security gates, which will hopefully speedtl process a great deal. There is, obviously,
a need for increased security in terms of numbepesonnel. That is a contract arrangement
with G4S. It is nothing to do with the staff theshaes. It is not a facility - security - that we
operate in-house. As far as working groups areemed: yes, a great deal of work has gone on
with regard to the working groups. It is the fitshe, | would suspect, at the airport that staff
have been fully involved in decisions that haverbiden. It is a significant step forward. It is
a fully inclusive process. | have been involvedsaifyon a number of occasions, talking to staff
about the strategy and what indeed is proposed.hdVe listened very closely to their concerns,
quite rightly so. The heart of any organisatiorthis staff, and it is very important that their
views are taken on board, and that has certainbpér@ed. The composition of the working
groups has, in fact, included representation frbe uanions. There are union members from
different departments throughout the airport, sam satisfied that that has been taken into
consideration. The Deputy may not be aware thek iiorbel, of the General Workers Union,
has been consulted with regard to these propasadsindeed, he was at a meeting that we had
yesterday with the Forward Directions working groapd made a small contribution at that
meeting. So, | can certainly assure Members tatunions have already been included, and
will continue to be included in decisions as we mémward. Thank you.

Deputy G.P. Southern:

A point of clarification: the Assistant Minister mgoned the end of 2009. The election cycle
ends in 2008, the Strategic Plan ends in 201120@9. Will he clarify?

Deputy A.J.H. Maclean:

I would be delighted to clarify. | think the Degunisheard what | said. | said: “2008 is when
the elections are, and in fact it would be early02Mmefore | suspect that the issue of
incorporation may well be looked at again.”

5.3.6 Deputy P.N. Troy of St. Brelade:

In the statement, the Assistant Minister referiedhis as a “strategy document” in the second
paragraph. He refers to it as a “document” infits¢ paragraph, titled: “Future Directions”, but
all it is, Sir, is a PowerPoint presentation withoat 20 boxes on it. This is not a report on the
airport, it is just a summary of a report, Sir, dritlink it is not what States Members should be
receiving. This is totally inadequate for our pesps. We need to see the background
information from which all of these conclusions at@wn, Sir, and | would like to ask the
Assistant Minister if that could be circulated t@tés Members?

Deputy A.J.H. Maclean:

In fact, Sir, this document, as | stated right fa@ beginning, is a broad strategy. It is a
foundation and a base from which we are going tekworwards. It is, in fact, work-in-



progress, as | said during my presentation. Therendeed a great deal more work and
consultation to occur, in terms of the implemewtatand delivery of the strategies. One of the
input documents, that | suspect the Deputy mighebering to, is the one that was produced by
the consultants, Vector, who the airport have heerking with. They are aviation consultants.
They are experts in this particular field. Theywddooked at a large area of the airport’s
functioning and operations and produced a repadpraingly. A précis of that particular
document | would be more than happy to make aJailab Members, and, in fact, it is being
made available to staff. Some of the staff hawnbgorking with it in any event, but it will be
circulated more widely. The detailed documenthef Yector report, | am afraid, is not available
in its entirety because there are areas of it ¢batain commercial information, which is of a
significantly sensitive nature, and | am sure thatDeputy and Members would appreciate that.

The Baliliff:
That, | am afraid, completes question time arisiogh statements.
Senator S. Syvret:

Could I, just as an observation, make the point klzan beginning to detect some elements of
filibustering and time-wasting in the way some b€ tanswers are given by Ministers and
Assistant Ministers. 1 do think there is, perhagp$ieed to require answers to be a little briefer
and more focussed on the questions made. Othemvessy valid questions put by Members do
not get the opportunity to be heard.

The Bailiff:

Senator, that is a very fair point. Standing Osdexquire Ministers to answer each of the
guestions concisely and | express the hope thMialsters will follow that injunction in future.



