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COMMENTS

The Minister for Social Security does not suppdme tProposition of Deputy
G.P. Southern of St. Helier.

To address a number of the points arising fronréipert —

1.

Deputy Southern quotes the terms of a Propasiidopted by the States in
2010 (P.26/2010), which established the Statesra8ms regarding future
minimum wage increases relative to the level of mesekly earnings.
Members are reminded that the Proposition was adoptith a crucial
amendment that included the wortsibject to consideration of economic
conditions and the impact on competitiveness amgl@ment of the low paid
in Jersey”.

Unlike the Employment Forum’s recommendatior, Bieputy’s report shows
little regard for the uncertain economy, or thefidifit balance between
protecting earnings as well as jobs for the lowaéd p

The evidence pointing to a need for continuedica includes —

. In August 2013, the States Economic Adviser advisie
Employment Forum that the global and local econsmiemain
fragile. The vast majority of indicators did notggest a sustained
upturn in economic activity.

. The Fiscal Policy Panel reported in its NovembetB8nnual Report
that “Global growth slowed by more than forecast in 2012 and 2013
is expected to see the slowest growth in world wwugince 2009,
below the long-run annual average ... Although gtois expected to
accelerate next year, forecasts for 2014—-2017 e considerably
downgraded.”

. The level of economic activity in Jersey, as meadiny GVA, fell by
4% in 2012. This is the fifth consecutive year tttee economy has
declined on an annual basis. The Fiscal Policy IPanecasts GVA
growth of between -2% and 2% in 2013, and betwgét and 3% in
2014.

. Consultation responses revealed a continued iote@tmongst some
employers to control and freeze wages in orderitdnise job losses.

. Minimum wage increases often have a differentighdot on wages
throughout the business. This may become unsubtaiteading to
job losses.

. Two-thirds of minimum wage jobs are in sectors thaly on
competition with other jurisdictions (agriculturench fishing and
hotels, restaurants and bars). Jersey’s minimune wetg continues to
be higher than the minimum wage rates in the UK.Y®& higher),
Guernsey (2% higher) and the Isle of Man (3.6% &ighrhis has an
impact on the competitiveness of these industries.

Page - 2

P.135/2013 Com.



. In July 2013, the total number of registered un@ygdl people was
120 higher than a year earlier, and long-term uneynpent was at
the highest level recorded to date.

. As of December 2012, the number of job vacanciethen private
sector was the lowest for at least 13 years.

. The Survey of Financial Institutions showed a teats fall in both
profits and spending on employment in 2012.

. Employer respondents who paid £6.85 or less perr hoere
proportionately more likely than employer resporidegenerally to
have made business changes relating to staff inptbeious year
(reducing overtime, staffing levels and making rlncies).

. Whilst around one-third of the employer respondesuggested a
minimum wage increase to between £6.54 and £6.66qe, around
one-third of the employer respondents suggestednanomm wage
freeze or reduction, i.e. £6.53 per hour or less.

Deputy Southern is proposing a minimum wage @¥Z per hour. None of
the employer respondents who paid £6.85 or lesshper supported an
increase to £6.76 or more per hour.

Deputy Southern bases his calculation for anrlporate of £6.77 on a

39.2 hour average working week, as reported in 20&1 Jersey Census.
Given that the average working week is lower (I8/turs) than the average
reported in the previous census in 2001, he sugghst the Employment
Forum should apply the figure of 39.2 hours, indteaf 40 hours, in

calculating the minimum wage as a percentage ofehel of mean weekly

earnings. The Forum has consistently made thaulegiicn based upon a
40 hour week in order to provide a proportionategarison each year. At no
time has it been suggested that the figure fromldbest census should be
used. Forty hours is a standard number of weeklgkiwg hours used for

conversions relating to wage comparisons acrossdjations, for example,

where the minimum wage is not expressed as anyhaid.

Almost two-thirds of minimum wage paying job% an the hospitality and
agriculture sectors. In these sectors, employepgally work more than
40 hours per week. According to the 2011 censu$o48s is the average per
week in the hospitality sector and 45.4 hours & dkierage per week in the
agriculture sector. If we decide that the numbewegkly hours should not
remain constant at 40 hours and, for example, rfakealculation based on a
45 hour week, the £6.63 minimum wage set for A@d14 would be
equivalent to 45.2% of the level of mean weeklyneays.

Deputy Southern states that the Forum has ndhtthe minimum wage
increase to the increase in the Retail Prices Imugead of the increase in the
RPI (Low Income) figure which he considers to be thore appropriate
index. The Forum’s minimum wage recommendation deieved, not by
applying any particular index, but by considerimgl daking a balanced view
of all of the evidence, including the relevant oeli and economic evidence.
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8. If the Forum was to fix the minimum wage raterbference to any particular
index, the RPI (Low Income) figure is unlikely te Inost appropriate index.
According to the Statistics Unit, the greater amrinarease of RPI (Low
Income) over the 12 months to June 2013, compaiitid te other price
indices, was primarily due to the greater weightegi in this index to
domestic energy costs and to public and privateéosaent. Half of the
minimum wage earners in Jersey work in industriegene accommodation is
typically provided as part of the employment paekaand the minimum wage
Regulations apply a maximum value to the cost af fitcommodation.

The Minister is satisfied that, in reaching itsaetnendation for a minimum wage
increase of 10 pence per hour, the Employment Fdralanced all of the statistical
data, economic evidence and responses from empl@amat employees, as well as
considering jobs, competitiveness and the Statesistbn that the minimum wage
should increase relative to 45% of the level of meaekly earnings by 2026. The
Minister is mindful of the wider direct and inditémpacts that an additional 14 pence
per hour might have.

The Employment Forum’s consultation revealed thasirfesses continue to be
concerned about the period of notice of new minimwage rates and the uncertainty
that this brings. To give employers as much cegaas possible in setting new tariffs
and prices, the Minister made an Order on 25th ltahat will increase the
minimum wage and the trainee rates, in accordaritte ttve Employment Forum’s
recommendations, from 1st April 2014.

Members are urged to support the recommendatiotiseoindependent Employment
Forum and to reject this Proposition.
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